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BEFORE '!'HE PUBLIC UTILITIES COMMISSION OF ,THE STAl'E OF CALIFORNIA 

In the Matter of the Application 
of CAl.IFOR...~IA WATER SERVICE 
COMPANY"acorporation~for an 
ord~r authorizing it to increase 
rates charged for water service ' 
in the Livermore District. 

.. -, 

Application No. 58781 
(Filed April 5, ,,1979) 

McCutchen, Doyle. Brown & Enersen, by 
A. Crewford Greene, Attorney at Law, and 
DOnald L. Houck, for applicant. 

Donald F. MCLean
ci 

Jr., Attorney at Law, for 
C~tY. ot san :10s, protestant. 

Elinore C. Morga.."'l, Attorney at Law, and­
A. V. Garde, for the Commission staff • 

IN'I'ERL'! OPL~ION 

Introduction 

AppliCllnt, Califomia Water Service Com.pany.seeks 
, authority to inc=ease rates for water service in its Livermore" 
District. The annual step rates proposed th:ough the year 1982 
would increase axmual revenues by $447,100 (23 percent)1n 1980 and 
by additional .emOt:llts of $70,800 (3 percent) in 1981 and $14S~600, 
(6 percent) in 1982. An additio:lal proposed increase in pending 
A~vice Letter No. 706, of whiCh we take official notiee~ to offset 
inereases in the~ c.osts of purchased water and purchased power 
'WOuld add $264,600 (12.4 percent) to. annual revenues. 

Pursuant to the "Regulatory Lag; Plan" adopted by 
Commission Resolution No. M-470S datecI" April 24~ 1979, an informal 
public meeting. was held by the Commission staff in Livermore on ' 
September 6, 1979... Notice of the meeting had been published in 
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ac:.eordanc:.e with the staff's lnstructions. Additional notice WAS 

provided by A press release printed by the local newspaper. NO: 

customers attended the meettng. the Commission received one letter 
protesticg the proposed increase. 

Public hearings were held .on a consolidated record with 
proeeed1ngJi involving four other districts of app11eant before 

. Administrative Law Judge Bfmk:s in Los Angeles on Oc:.tober 1&, 1979. 
and in San Francisco on October lS:~ 29, 30, 31, and· November 1 
and 2, 1979. Copies of the application had been served; notice of 
filing of the application published and mailed to customers; ana 
notice of bearing published, mailed.: to customers, and posted, iIi 
accordance with the CoaIDission' s Rules of Practice and· Procedure .. 
No customers appeared at the hearing. reserved for public witnesses 
in San Francisco.. l'he matter was submitted as of November Z,. 1979-
subject to receipt of briefs from. any of the parties. by November 26, 
1979. Briefs were filed by applicant and: the staff on that date 
and by city of San Carlos (san Carlos) on November 23, 1979. 

In .support of the requests for rate relief in the five 
districts, applicant presented testf=ony of its vice president­
treasurer. its- vice president in charge of regulatoxy matters. and 
its regulatory advisor. 

The Coam1ssion staff presentation in these proceedings . . 

was made through a research analyst and seven engineers.' San Carlos 
introduced evidence through its city manager and a consulurnt 
economist. 
Service Area and Water System 

Applicant ows and: operates water systems in 20 districts 
in California. Its Livem.ore District includes raueh of the 

1/ The couso11dated proceedings are Applications-Nos. 58781. 58782, 
- 58783. 58800 .. and 5882& involv1.ng, respectively. applicant's ' 

Livemore. Los Altos-Suburban, s.n Carlos,. East Los '"Angeles,. 
and Palos Verdes Districts. .. .' ,. .. ' 
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incorporated city of Uvemore and '1lll1Dcorporated portlons of 
Alameda County adjacent to- that eomanm1ty: Most of the terrain is 
relatively flat. but the service area also includes some low 
rolling hills with elevations ranging from approximately 425 to 
&70 feet above sea level.. The population within the area served 
is estimated at 51,000. 

Water for the Livermore District is obtained from two 
sources: imported surface water and local ground water.. There 
are seven metered connections from the Alameda County· Flood Control 
and Water Conservation District (Zone 7). Ibat surface source 
is supplemented by water from 13 local wells, 12 of which are 
company-owned and one of which is leased. Water fx:om ·al1 sources 
is delivered to the distribution system by a combination of direct 
delivery to the syst~ and delivery into storage tanks with 
subsequent boosting. Seven separate pressure zones are required 
to serve the area due to the topography.. There' 1s one engine-driven 
booster for emergency use. Also, the principal electrically 
powered 'booster stations are equipped with eonnections which permit 
the use of portable gasoline-powered· booster pumps J' one of which 

" . 

is permanently stationed in the district,. with others being available 
at other districts on relatively short. notice. 

The transmission and distribution BY'stem iDclud~s about 
140 miles of mains, ranging 1n size up to 12 inches, and' ·approximately 
9.8 million gallons of storage capacity. there are about 12,600 
metered services, SO private fire protection services, and,1,,080· 
public fire hydrants. 
Service 

there vere only two informal complaints to the Coamission 
from this district between July 1, 1978 and June 30, 1979. The 
staff taVestigation showed that, other than in thoae two' instances, 
custoaaer complaints received at applicant's district office"vere . 
quickly resolved~ the absence of any customer service complaints· 
at the public aeeting and bearing is & further indication that 
service is satisfactory. 
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'Rates 
'Applicant's present tariffs for this districteonsist 

primarily of schedules for general metered service and:,. public fire 

hydrant serviee. 
Ap~licant proposes to increase its rate for general 

metered. service. the following Table I presents a comparison of 
applicant'S present and proposed general metered service rates 
along with those authorlzed, .. berein. 
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LIVERMORE DISTRICT 

COMPARISON OF MONTHLY RATES 

> • 
VI 

~ 
00 
~ 

........ 

Present· proPfse~ Rates' Authorized Rates' .~ 
Rates 1986 98 198t 1980 1981 1982 

Setviee Char9Gt .-.. ~ 1 ~ -- - ~. 

ro~ 5/8 x 3/4-inoh mote~ ••••• 
For 3/4-inoh mete~ ••••• 
For l-~noh meter ••••• 
For 1-1/2-inoh mete~ ••••• 
For 2-inoh meter .••••• 
For 3-inoh meter ••••• 
For 4~inoh meter ••••• 
For 6"lnoh meter ••••• 
For 8-inoh meter ••••• 
For 10-inoh m!t~r •••• ~. 

Quantity Rates. 
For tho first 300 au.ft., . 

per 100 Qu.ft •••• , ••••••••• 
For the next 200 ou.(t., 

per 100 ou.ft • ••• i •••••• ~ •• 

For the next ~9,500 au.ft., 
per 100 cu.(t ••••••• , •••••• 

Fo~ all Qver ~Q,OOO o~.ft" 
per 100 ou.ft •••••••••••••• 

$ 3.QO 
4.12 
5.62 
7 • .,8 

10.12 
18.75 
25.50 
42.38 
6~.OO 
78.00 

0.413 

.413 

.520 

.5~Q ,\ 

$ 3.42 
6.50 
$.'0 

12.50 
17.06 
30.00 

. 40.00 
66.00 
99.00 

123.00 

$ 3.52 
~.85 

. ,,30 
13.00 
17.5Q 
31.00 
42.00 
70.00 

104.00 
130.00 

. o. 5'50"-'~_,_ 0.565 

.723 ·.14~ 
", . ) 

.72~ .742 

',656 .• 666 

$ 3.70 
7.75 

lO.~O 
.~S.QO 
20.00 
35.00 
48.00 
80.00 

118.00 
,-46.00 

0.594 

;780, 

.780' 

.693 

$ 3.40 
5.eS· 
8,QO 
11,~5 
14.~Q 
2~.OO 

. 36.00. 
60.QO 
90~OO 

~·!1 tQO . 

0.468 

.630 

.630 

.616 

'1'he serviceChar<jG.is a i~{lc;1in~s$-to .. serve Qh~~9~ whi,oh is 
~pplloab1.e t9 (ll,.~·,ne~el:'e(l lJe,,~.\qq~ncl .to wh~9h.l;$ tQbe ~d4ed . 
thq lnonthly. Qlt~~ge.· C9Jnp\lt.~~.~t, th.~ '. O\l~rit~ ty. I\i\ t(ts • -. . ."", 

•• -. '. -," ",- ,-, _ ¥ .--. __ •• '." -. 0 _ •• '- , .' 

- ~-

* Fr¢m Ta~if( Sheet 2242-'." effeQtlv~ \J'a-m:la~y 30, ",9.79. 
~ ',- --. . . - . . 

$ 3. 48 . $ ~'-5 7 
6.1Q 6.4(), 
8',40 8.80 

11.80 12.40. 
lS.20· 16.00' 
27.00 28.00" 
38.00 40.(>') 
63.00 . . ~6 .00 
94,.00 99.00 

116.00 122.00 

0.479 

.64~ 

.64~ 

.~~ 

0.491 

.649 

.649 

.637 

H Inclvdes. Appli~~nt: I s reque.st¢d ~nciea$e ~n"9vi~~ Lettel'NQ.· 7Q4 £1.led November 2$ J 1979 ~ 
i 
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In this district, an aver~ge commercial (business and· 
residential) customer will use about 23,000 cubic feet of water 

per year, or 19' Ccf (hundreds. of cubic feet) per month. The· 

corresponding use for an average public authority s~rviee in this 

district is 280,000 cubic: feet of water per year, or 230 Cc:f per 

month. The fo~owing Table II presents a comparison of monthly 
charges for an average commercial customer with a 5/& x 3/4-inch 
meter under present rates, applicant '.s proposed' rat~s and the rates 
authorized herein. T"~e table al"so presents ~1milar compa~isons' fo~ 

. an average public.~uthority seryice with a 2-inch meter. 

TABLE II 

Comparison of Monthly Charges 

Item. 
Average Commercial CUsto~er 

Present Rates, Monthly Charge 
Rates Proposed by At:>plicant:. 

Monthly Cha:rge· . 

19S0 

$ 12.35· 

. 16.64 

'1981 --
$. 12 .. 35 

17·.09'.';: 
'. 

1982 

$ 12.35 

17.9& 
...... Increase Over Present Rates: 

.Amount 4.74 5-.&1 
. "11 " 

PeJ:cent 
I Authorized Rates: 

Monthly Charge . 
.r ncrease Over Present Rates,:: 

Amount 
Percent 

Average Public Authority Service 
Present Rates: 

MontblyCharge . 
Rates ·P:I:'oposed by Applicant: 

Monthly.Cha:rge 
J:ncrease OVer Present Rates: 

1mlount 
Percent 

Authorized Rates-: 
Monthly Charge 
Yncrease Over. Present Rates! 

Amount 
Percent: 

4.29 
34 .. 77. 

14.88 

2.5~ 
20.51.. 

$~29_~9 

182 .. 77 

53:.58 
41 .. 5% 

" 

158.91 

. 29' .. 72 
. 23.01-

38.4'. 45.41., 

15, .. 24' l5.42 

2.89':' 3.~O7 
23.4%' 24'.17. . 

$1~.~9 $129' .. 19-

187 .. 63. 198.84 

58~44: 69.;6-$ .... 
45 .. 2"'1. 53: .. 9"7-. 

l6~ .. O6 .. ·164~79·· 

33 .. 87······ 3·.5.60'· . 
26~2~ . 

.', 

·2'1~()7.; ; . 
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Results of Operation 
Witnesses for applicant and the Commission staff have 

analyzed and estimated applicant's operational results.. Sunmarized 
in the following Table III ~ based on Pages 1 and' 2' of Exhibit 10. 
the ~inal reconciliation exhibit ~ modified by revi~ions shown in 
the staff's Exhibit 28-A~ are the estimated results of operation 
for the test years 1980 and 1981. under present rates and under 
the step rates proposed by applicant for those years. 

Applicant's original estimates were completed in MArch 

1979. _ Beeween then and the completion- date of the staff's exhibit. 
several changes took place in rates for such things as purchased 
power and ad valorem taxes, none of which have been reflected :tn off­
set changes in applicant's rates. AlsO'~ additional data: became 
available as to actWll numbers of customers, plant balances» and' 
other recorded clata~ 

Instead of amending the estimated summaries of earnings 

each time a cha1l8e took place and each time later data became 
available ~ applicant kept the Commission staff advised of changes 
and new data so they could be reflected in the staff's estimates. 
Wben the staff exhibits were distributed. applicant checked and' 

adopted as reasonable those portions of staff's estimates on which 
there were no issues and also some portions where the impact of' the 
potential issue was insignificant. Applicant did·' not agree with 
some of the staff's adjustments and estimates C)f expense, and rate 

base items but~ for the purpose of expediting this proceeding~ did 
not take issue with the staff in regard to those particular items. 
That left no issues to be resolved with respect to suumary of earnings • 

. At the hearing. the staff revised upward its estimates of 
future consumption by C01Dercial customers. Applicant accepted ' 
the .taff's revised estimates stat~ they were still within a range 
considered reasonable by applicant for the'purposes of this proceeding. 
'l'he staff's estimates,. as modified by the revised consumption estimates, 
are shown on Table 7II_ 

-7-'~ .. 
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STAFF· s sm-IMARY OF EARNINGS 
I.lVERMORE DISItUCT,. TEST YEARS 1980 AND 1981 

(nollars 1u Thousands) 

Staff"$. Adjuste.d Est:ima.tes' 
1980 1.9&' 

Present ·1tates 
Operat:1ng Bevemles 
Operad.:l:lg- Expe:au: 

Purchaseci Vatu 
Purcb.asecl: Power ,ti . 

P.&1%OU -. D:tstd.ct 
Other Oper. & Ha:rnt. 
OQer A. & G. & lUsc. 

" 

All Valorem Tens - D:tst%1ct 
Payroll .%.au -])!stt:tc:t 
l)eprec::tat!=. • 

, .Ad Valorem· Ta:n - G.O. 
Pa,:oU-%au - (;.0. ' 
Other '!2:0r&ta -- e.O. 
~ nd.ug Accmmt Adj.ust. 

Subtotal * . 
1JDcol1ec:t1bles 
:aus1nU&~~ 
Inc:oma %.au~ore ITC 
Iu~tment ~ CrecHt' 

7oral. Operatiug Expenses 
Xet Ope.radn,g b.venues 
ltate lSue 
btaofktam 

Proposed btes. 
Operaring kvauea 
Oper&t:1ug·Expcsa: 

Satotal , •. 
VAcoUed:tbles 
»ns1= ••• ~ceas. 
In=- xau ~ore r:c: 
Investment .%ax Cred1t , 

- %otal. 0per.at1ug bptmses 
Wet. Operatfng levenue.s 
bte 3as. 
bte. of ktm:n 

707 ... 4 
~4.7'· 

20)....3~ 

102'.0' 
16.3-
84.0 
13.9' 

'165-~2 
1.0' 
4 .. 2 

lSS .. ~ 
48..1 . 

1.595-.. 4 
. 3-~1: 

, 20.9 
101.1 
(20.3) 

1.,100.2-
43s....J. 

$. l36.. 9' 
a:..47%· 

$ 2:.631~9~ 

1,.,95-.4.' , 
3-... 8, 

25-.8 
352'.3-' 
(20 •. 3) 

~,9~1.0· 
, 6-74.9: 

S.136.9'. 
U.141 

713~, 
., iJS..s 
',211~S. ' 

104~., 

, 16.4 
• 89~S: 
· u:...9 
· 168.;.7" 

·1_1, , 
4.,8; 

16S .. 7 
43.'1'·­

., 1 .. 641.3-

3.1 
21 .. 1 
72 .. 6 

'(250 . ..5-) 
1.,112 .. 6-

,433 .. 4 
$.313:.:.2 ' 
·a.tn 

$2.728..~ 

1.,641.3, 
. '4.C) 
·2~···' 

36S~O 
(2~S)' 

2.011.6-
717~2' 

S.313.~ _ 
• u..34'Z. ' 

# Suff·a adjusted estimates from bhtb11: 10. Pases. 1 _,,:,-d 2',.. CoIUlDt'l (e),. 
1IOd1f1ed by revisions shown in staff Exh.:tbtc 28-A~ . . 

'* 'Subcot&l of expenses exclusive of uncoltcce11>les, business license _ud 
1ftCome ux 1tcms~ 

** Pw:ch.ased power is. calculated .t Kay lSp1979 ratC$. 

(red !1&Ul'e) 
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Future Sa les Levels 
During the 1977 severe drought in. Californ1a,applic:aut' s: 

customers reduced their water consumption significantly- Applicant 
feels that some of the extreme drought-inspired measures taken by 
customers cannot· reasonably be expected to continue fully after 

the drought. 

Applicant expects that other drought-inspired actions. will 
have a more permanent effect on conservation. These include such 
things as the installation of water closet displacement .. bottles and 
shower head restrictors provided by applicant, the conversion of 

conventional lawns and gardens to native shrubs or X'ock gardens, and 
the installation of. water-recirculating systems by :l.ndustX'ial . 
customers. Applicant states it will continue to remind c~tomers to 
avoid nonbeneficial use which should help keep actual waste of water 
to a minimum • 

Esti~ting the amount of future residual conservation by 

all classes of users this soon after the end of the drought is not 
an exact science.. After more post-drought experience, the trend of 

usage can be more readily estimated but at the time applicant's 
estimates were being prepared, consumption data _were available only 
through December 1978. By the time the staff's estimates were 
being prepared, data for another six or seven months were available .. 
Tbe later information led the staff to conclude that· applicant'f s· 
estimates of consumption levels for the Dear future were s18n1fi­
cantly low. Applicant reviewed the staff's. use of the late;­

available data and concluded that the staff's estimates of future 

consumption set forthfn Exhibit 28 are within the range of 

reasonableness. 
Balancing Account· Adjustment 

" .,. 

Applicant maintains balaDCing accounts for each of .its 
districts, pursuant to Section' 792.5 of the Public Utilities Code.· 

-9-
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Those accounts compare offsettable changes in expenses due to 
changes in unit costs for water production. composite ad valorem 

tax rates, and other items. with the corresponding. revenue changes 
. resulting from offset changes in applicant t s rates authorized by 

'. 

the COUIIlission. Section 792.5 provides, in part. that "the c.ommiss1.on 
shall take into account by appropriate adjustment or other action 
any positive or negative balance remaining in any such reserve' 

account at the time of any subsequent rate adjustment". 
For this district, the offset revenues have been less than 

the offsettable net increase in expenses. The staff recommends 
that the accumulated $144 ,440 undercollec:t1.on as of June 30. 
1979 be removed from the balancing accounts and amortized" for 
ratema.king purposes during. 1980, 198:1, and 1982. Applicant does 
not object to this procedure. inasmuch as the 1980 rates authorized 
in this proceeding will become effective essentially concurrently 
with the beginning of the amortization period'. 'I'b.e amortization is 
shown as a separate item in Table III. The rates authorized 
in this proceeding include an increase on all sales of $0 .. 0147 per 

Cef for 1980 and $0~0146per Ccf for 1981 ,and 1982" to acbieve this 
amortization. These unit cbargesare based upon the staff's 
revised sales estimates. 
Pump Efficiencies 

Applicant had its pumps tested by the local electric 
utility in each of its districts as ordered .. by Decision No. 88466 
elated February 7. 1978 in Case No. 101l~. The test results, together 
with applicant's comments thereon, were submitted to the· Ccn:m:tt£.ssion 

, 
staff. 

lbe Commission staff reviewed the pump tests and adjusted' 
operating expenses to reflect the savings in power costs which' would 
result if all of the pumps which tested below "average-fair" in 

efficiency were brought up to that level. In this district. appli­
cant does not take issue with the, ratemalcU2g adjust:ment,becauseit 

-10-



• 

A.5878l ec 
" .', 

bad already determined that the overhaul of one of the lessef£icieut, 

pumps would be cost-effective. Applicant states that it completed 

the re<ltdredwork~ and thus will actually realize operat1ng;cost 
savings in the future 1'0. the general magnitude' of, the staff 

adjustment. 

:tD. addition to ~e ratemald.ng adjustment, the staff stated 
(Exhibit 22" Page ll~ Paragraph 13.5): . 

"Those pumps :foUlld by calculations or pump tests to- be 
operating a.t low plant efficiencies which resul.t £rom 
mecban ; cal and/or electric:aJ. causes should be overhauled 
as expeditiously as possible wi th priority .given to- those 
having the greatest potential of energy conservation .... . 
Applicant contends that overhaul and/or replacement of 

pumps should not be carried out in those .instances either where the 

test results are unreliable or where corrective measures. vou:Ld not be 
" . 

cost~effective (i.e., where ~e poten~al savings in elec:t:Lic: enUgy . 
costs would be less thU the additional revenue requ.ir~ :rel.ated 

to the correctiv~ action).. Any indis~:bn;:Date effort 1:0. bring: all 
pumps up to 'some arbitrary efficiency ~eveJ. with complete disregard 
of cost would not be in the customers' in.terest. Applicant agrees. 
with the qualification incorporated ixi the past by the COnmission, 

. such as in Decision No. 90425 dated J'Wle l6, 1979 in Application No. 
58093: 

·We will expect applicant to continue to improve the 
efficiency of pumps with test resu.l ts in 'the 10v range . 
in as short a time span as possible, consisteiit"with 
economic £easibili tx." (Emphasis. added. .. ) , 

'l'b.e staff witness stated that the reason for the rate­
~1d.ng adjustments for pump efficiencies was. to. ensure that 

applicant' $ customers would not be burdened with rates to pay for 
costs incurred by applicant due to- operating inefficient plant_ 

• -11-
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the witness also testified that it was not the staff's intention to· 
have the Commission order applicant to overhaul all the pumps,on 
wb.1ch expense adjustments bad been made, since this was a matter 
better left to. applicantts judgment. San Carlos indicated· its 
concern that applicant might be required to overhaul'pump~'w1thout 
regard to economic. feasibility and, thereafter, pass these extra 
costs on to its San Carlos customers in some' future rate proceeding. 

We will reaffirm the statement contained in Decision No • 
. 90425 concerning applicant t S improving its pump efficiencies. 'We 
believe, however, it would be inconsistent with good management for 
applicant to overhaul pumps without giving full c.ons1derationto the 

economic benefit, or lack thereof, of such expenditures, or without 
a reliable indication that a given pump is indeed· operating 
inefficiently. 

We will expect applicant in future rate proceedings to 
present data con£1rud.ng the economic benefit for not overhauling 
inefficient pumps. 
Depreciation Rates 

Applicant concurred in the depreciation rates used by the 
staff in this proceeding. Those rates should be used by applicant 
\mtil such time as applicant submits a new detailed study and is 

authorized to. change those rates. 
Rate of Return 

In the most recen~ series of applicant t s rate proeeed:tnsJ.l 
involving other districts, the Commission found tbata rate of return 
of 13.00 percent on cOUlDon. equity at that time was reasonable. . The 

!! 'l'be subject of fina:o.cial attrition is hereinafter discussed in 
more detail under the heading. ttl'rend in Rate of Return" • 

-12-
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related return on rate base was 10.03 percent for 1979'~ 10~27 percent 
for 1980 ~ and 10.43 percent for 1981. The initial decision of that 
8eries~ Decision No. 90425 dated 3UXle 19 ~ 1979 in Application No. 58093 
includes an extensive discussion of the reasons for setting a fix~d 
return on equity and letting the return allowed on rate base vary in . 
setting step rates into the future. There have been no basic changes 

in the facts which led the Commission to tbat general conclusion. 
Later data as to actual interes;t rates on applicant's long-term. 
indebtedness bave ~ of course ~ become available. Also the return to 
be considered reasonable on equity should be reviewed from. time to 

time to see that interest coverage remains adequate andtbat·. commo~ 
stockholders receive an adequate return compared with _the returns 
,-:equired by bondholders. 

In this series of rate proceedings, witnesses for applicant, 
staff, and San Carlos each presented' studies in support of their 
respective recommendations as to a reasonable rate of return.. . The 
witnesses all, recommended that the Commission continue its practice 
of allowing a fixed return on applicant's eqtrl.ty in setting: 'step 
rates. Ibe following Table IV is a comparative suxxmary based upon 

applicant's Exhibit 1 ~ the. staff.' s Exhibit 27, and San Carlos' 
Exhibit 29. Included in Table IV are the corresponding weighted 
costs resulting from use of the staff's capital ratios and cost 
:factors for debt and preferred stock~.but allowing. 13.;2 percent: return 

on common equity. 

. .. 
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As indicated on Table IV ~ applicant requests returns of 
11.01~ ll.14, and 11.19' percent on. rate base for, respect1vely~ the 

years 1980~ 1981, and 1982. This request is based, in par.t, upon 
the assumption of a 14-3/4 percent return on common. eqaityfor 
each of those three years. The table also shows that the corres­
ponding recommendations of the Commission staff for the three-year 
period are 10.19, 10.33, and 10 .. 49 percent which are based~ in part, .' 
upon the assumption of a uniform 13 percent return on common equity 
during that period.. Also shown are the corresponding recoamendations 
of San Carlos of (rounded) 9 .. 75, 9.9' and 10 .. 0 percent on rate base, 
together with a 12 .. 0 percent return on common equity. 

As can be seen from the table, 'most of the differences, in 

the recommendations of applicant, the staff, aud, San Carlos stem from­
the difference in return assumed on common' equity: There are 
other differences due to the use- by the staff of later known actual 
costs of debt capital, the use by the staff and San Carlos of average­
year, rather than year-end capitalization, and the assumption by 
San Carlos of a significant reduction in interest rates on future 
new issues of applicant's bonds. Compared with the effect of , 
differences in assumed return on common equity, the differences . 
in the debt component do uot result in a very significant difference 
in revenue reqa1rement, because more than half of any difference in 
weighted cost of debt capital is offset by corresponding differences 
in income tax deductions. 

Applicant ~ the staff,. and San Carlos supported their proposed 
rates of retu:rn with comprehensive tables and testimony. Because the 
rate of return on' COtlZllOU equity is the paramount issue involved, ' 
we will 11Ddt ou: discussion. to that aspect of the overall rate of 
return. 

Applicant emphasized the importance of maintaining the 
company's rate of return at a level sufficient to support theA rating 
presently assigned to its bonds, argu1Dg that the ability to- sell bonds 
in the future at competitive interest rates ,depends upon the company's' 
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. " 

,-. retent:l."", of such rat1Dg. Applicant' II rate of return .w:l.tneIlS 

testified that the grantfng of a 14.75 percent rate of return on . 
C01DDOn equity would provide the 2.4-times coverage which ',' 
applicant considers is needed to hold its A bond rating, pointing out, 
that interest coverage after income taxes for applicant's bonds was 

only 2.14 times for the year 1978: as compared with an average of 2.44 
for eight other california utilities.1/ He also referred to the. 
increasing magnitude of capital requirements. 

One of applicant's exhibits indicates that total net financing 
requirements during the 1974-78 period amounted to $29.0 million and 
that 62 percent of such sum was' obtained from. external sources through 
sale of first mortgage bonds and preferred stock and another $23.6· 
million was obtained £rom external sources for refinancing matured debt. 
Applicant stated that net fi~neing requirements for the years 1979· 
through 1982 are expected to·amount.to $26.4 million and that 63 percent 
of these needs is to be provided through sales of additional securities • 

• There will also be a requirement to refinance $10.0' million in the 
near-term future. 

In Exhibit 15, the applicant pointed out that" over· the years, 
the Commission has recognized the need for return on common equity 
to be increased as the cost of debt capital increased.. Applicant states 
that it does not contend that there is ~ or should be ~ a precise mathe­
matical relationship between return on equity anet cost of debt capital, 
but that the difference in risk to the investor between the tw~ types 

of utility investment dictates that changes in interest rates demanded 
by debt investors should result in somewhat commensurate changes in 
allowed ,earn1Dgs on common equity. Applicant considers that :tts re­
quested 14-3/4 percent retu:rn on equity is. justified on that bas1s~ 
aside £rom the need to increase interest coverage. 

3/ .- Applieau; used the fqllowing calif~~ utilities: Pacific Gas and 
Electric Company (PG&E)~ Pacific Lighting Corporation, Pacific Telephone 
and Telegra~~ny~ San Diego Gas & Electric Company. San Jose Water 

• Works, Sout California Edison Compa.n~ and: Southern California Water 
Company. -l~ -
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",~, '. San Carlos witness Neuner advocated in Exhibit 29' the use of 
the "discounted cash flow" (DCM) method' in determining a reasonable 

rate of return and return on common equity. Tbe DCMapproaeh is a 
mathematical cOlnputation which measures investor expectations of future 
dividends by relating the market price of an asset to- the present worth 

of its expected dividends. San Carlos states that the rate of return so 
determined measures the investor's required-rate of return or the capi­
talization rate which will induce the commitment to invest capital .. 

Notwithstandtng the arguments advanced by San Carlos as t~ 
the desirability of utilizing the DCM method ~ this Commission bas not 
embraced it for determining rate of return or return on common equity 
and sees no .justification to do so. As we seated in Decision No. 75$76 
dated July 8~ 1969' in discussing rate of retuxn in Southern California 
Water Company's Application No. 50570: 

"The cost of equity dete:-m1nation is a judgment decision 
and is influenced by a multitude of factors ~ as is often 
expressed in Comnission decisionS ~ among which in this 

• 
case are mentioned the continued need for construction 
funds· ~ increasing debt costs ~ and, the capital structure 
of applicant. tf 
We believe it 1s in the ratepayers'long-term intere$t for 

applicant to maintain its current favorable A bond rating. We also 

believe that as the cost of long-term debt increases ~ some recognition 
of tbis must be made in the return allowed on common equity or the 
common shareholders would not be compensated for the difference 1n risk 
involved in investments by bondholders and stoekholders. 

It is conceded that there is no precise met~t:tcal relation­
ship between return on equity and cost' of debt capital. We must consider 
many factors in arriving at a judgment determitlation ofaxeasonable 

return on common equity in each situation. Cons.idering. all of the 
evidence presented by tba parties in thi.s proceed1ng~ we conclude that 
a 13.2 percent return on cODlDOn eq,uity is reasonable for appliCant's 
operations at this time and balances the eustomexs' lcrog-term inte%ests 
with their short-term interests in lowest reasonable rates for water 

• -17-
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service. As shown in Table II. a 13.2 percent return. on common 

equity should produce an overall return on total capitalization of 
10.28 percent, 10.46 percent; and 10.58 percent, respectively, for . 

the years 1980, 1981, and 1982 .. 
Trend in 'Rate of 'Return 

Decision No. 90425, supra, included a comprehenSive 

discussion of at~ition in rate of return (mimeo. pages 16-26) ~ 
'l'bere is no need to repeat that discussion in its entirety, but: 
the following excerpts are appropriate": 

"Attr1tion, in the context of California utility rate 
proceedings, refers to a decli.ne in utility earnings 
between two test periods. There are two principal 
t~s of attrition, fi.nancial and operati.onal. 
Financial attrition is the decline in return on 
common equity which can occur even if the rate of 
return on rate base remains constant. It is 
caused by increases in the average interest 
rate pai~ by the utility on its outstanding 
debt and is also affected by changes ,in the 
utility's capital structure. Operational 
attrition, which generally is the largest cause 
of the overall decline in earnings,. is the 
decrease in a utility's rate of return on rate 
base between periods.. It is caused by reductions 
in sales and revenues, increases in expenses, and 
increases in r ate base. .. .. ." 

"Until now extended period rates were designed to deal 
only with operational attrition. The step or averaged 
rates were uniformly designed to maintain a level rate 
of return on all investment, leaving shareholders to 
absorb the result of the increasing cost of imbedded 
debt.. Thus, financial attrition was treated as part 
of the risk of rate regulation. In this proceeding, 
however ~ the Finance Division witness took the 
innovative step- of recOUlneD.ding. tha t we design rates 
to yield a predetermined rate of return on equity 
after the test ryear]. To achieve this he recommended 
a year-by-year increase in rate of return on rate base 
which is just sufficient to offset the predicted 
increase in debt cost. By expressly providing for 
predictable financial cbaI2ges duriI2g the rates' life 
span we can avoid ma1d.ng an implicit (and: thus perhaps 
excessive) allowance for a 'risk' that is really a . 

•• certainty, ••• " 

-18-



• 

,. 

A.5S781· ec 

"Tberefore ~ in order to control the number and frequency 
of CWS general rate proceedings, without arbitrarily 
requiring it to accept what predictably will be a less 
than reasonable rate of return on overall cOUtJ:>any 
operations ~ we will make our first allowance for 
financial attrition in a water utility_ ••• " 

"In water rate proceedings~ the Commission bas for nearly 
a decade routinely allowed for operational attrition, 
setting rates to accommodate a predictable level of 
attrition during a specified number of years after the 
test year. The usual span is the test year plus two 
additional years. In some earlier proceediugs several 
years' rates were kept level, generating a slightly 
excessive rate of return. in the first year~ offsetting 
slightly insufficient revenues in the last year. More 
recently the COtlJllission bas standardized a step rate 
system allowing a one-year base rate followed by two 
predetermined annual increases. The three levels are 
intended, in conj unction with offset proceedings, to 
maintain a fixed rate of return on rate base. • • ." 

"In recapitulation, we have establisbed rates which allow 
for all predictable attrition for a three-year period • 
We will not restrain applicant from. filing during this 
three-year period; however, any premature filing may 
require us to defer step rate increases in any of 
applicant's districts. It would be preferable if 
applicant could retain its four-year cycle with or 
without modification. We intend to extend this sfstem 
gradually to all of its districts with such moaif cations 
as ~y seem appropriate in the light of fUture e~rience. 
The system contains two mechanisms which allow for 
reductions in the step. increases. First, we will substitute 
a lower but not a higher return on equity if found reasonable 
in any other district proceeding. The second allows for a 
feedback feature so that we can compare our projections with 
more recent actual data before a step increase ~ placed in 
effect. These features do not guarantee that applicant will 
earn its target rate of return.. Changes which are unforeseen 
or underestimated can significantly reduce projected earnings .. 
If they are not offsettable applicant is in effect compelled 
to absorb the results." (Emphasis added.) 
In applicant's current series of rate pr~eed1ngs, including 

the Livermore District application,.. applicant,. the staff,. and San. Carlos 

-19-
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all recoDDnended that the Commission continue to recognize both 

financial and operational attrition in the ~anner,established by 

Decision No. 90425, and confirmed in subsequent decisions involving 

other districts of applicant. The financial attrition recommendations 
0' 

are determined by the parties' recommendation for rate of return on ' 

Tate base in 1982 as compared with 1981. The financial at'trition 
-

allowance of 0.12 percent adopted in this proceeding is consistent 

with the rate of return derivation adopted by the Colllmission, shown. 

on"Table IV. 

Absent any unusual condi'tions either in the 1980 or 1981 

test-year estimates or in the 198:2 projected year, the operational 

attrition allowance should be the ~ount indicated between the adopted 

test years 1980 and 1981, as recommended by the staff .. 

Applicant contended that a booster pumping station budgeted 

• for 19S1 constituted an abnor.ma11y large capital addition and recommended 

it be removed and treated separately when calculating operational 

attrition. Staff position is that such supplemental detiiled' refine­

~ents should not be used.. Results from·the attrition analysis, a 

"cruder" method than a results of operations study, ar~'lessaccurate 

than results from test year 1980 and test year 1981 analyses. Minor 

revisions are not appropriate because of the approximate nature oithe 

1982 step increase. Also, the booster pump station represents less 

than:two percent of the total rate base and one-third of the 1981 com­

pany budget. A reasonable estimate of the operational attrition in' 

the rate of return should include the booster pump station as a normal 

plant addition for 1981. By this method the majority of the effects 

associated with the booster station would be incorporated in rates for 

'. the year 1982. 

-20-
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The indica1;ed operational 'attrition be1;ween 1980·and198:1,. 

when applying present rates to both test years, is 0.23perceut. 

The 1982 rates authorized herein reflect tbe normaI attrition of 

0.23 percent and the financial attrition of 0.12 percent: discussed 

herein. 

Adopted Summary of Earnings 

The following Table V is derived from Tabole~ III and shows 

1;he adopted summary of earnings at. present. rates and. at rat.es required 

to produce the rat.eS of return recommended herein. The su:nu:naries 
. , ' 

include the increased costs set forth in applicant.~s Advice Letter No. 

706. 

Table V will provide a basis for applicant.' s preparation and' 

the staff's review of future advice letter requests for rate increases 

or decreases to offset changes not reflected either in the tes·t years 

~ 1980 and 1981 or in the operational attrition in rate of return on 

rate base adopt.ed as the basis for the rat.es authorized herein. The 

purchased water rate used is t.he Zone 7 service charge and quantit.y 

blocks which became effective January 1, 1980. The leased wel,l water 

rate is pursuant to the lease which became effectiye May 1, 197,8. 

The purchased power rate ut.i1ized is the compo-site PG&E ra.teof 4.969 

cents per kl't"b. which bec3llle e£fec;tive'October 11, 1979. The composite 

effect of the assmned rates for purchased water and power,and,well 

lease is an average cost of $0.3255 per,Ccf of water sold during 1980, 

1981, and 1982. The district ad valorem tax rate is the assUlned ,rat.e 

of 1.460 percent of estilllated· "market value" used '£01" assessment pur­

poses, which is the rate estimated to' be applicable to'the fiscal year 

197&-79 and is equivalent to 1.321, 1.386, and 1.451 percent of . 

beginning-of-year net plant plus :materials'-t-
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and supplies for the fiscal years 1979-80, ~980-81, and 1981-82,. 
respectively. The corresponding equivalent rates for prorated 
general office ad valorem. taxes are 1.237 percent of "market value" 
aud 1.163, 1.221,. and 1.28$ percent for the three fiscal years. The 
business license rate is the 1979 rate of 0.982 percent of' gross 
revenues. The income tax rates are the current 9",6 percent stat:e 
and 46 percent (with 1ntermediat:e steps) federal rates. 
Rate Spread 

After the tout revenue requirement is determined in a rate 
proceeding,,. there still remains the problem of an equ1tabledistri­
bution of that revenue requirement among the various components of 
the rate struc:tu:re. Applicant's proposed'rate design in all five 
districts before the Commission in these proceedings followed a, 
"lifeline rate" policy of holding lifeline rates constant wti1' such 
time as total revenues in a district have been increased 2'5 percent 

• and, thereafter, to increase lifeline rates by the sa:me percentage 
as total revenues are increasecl. Applicant bas also proposed a three­
block quantity rate consisting of a 300 cf lifeline blOck'priced at 
the lowest quantity rate, a 29',700 cf secO'Ilci bloCk priced at the· 
highest quantity rate, and a tail block for all usage in excess of 

30,000 cf per month.priced at a rate between that charged for the 
f~st two blocks.. Further, applicant has proposed increases in the 
monthly service charge rates, excluding the 5/8 x 314-inch meter rate, 
of amounts varying from 30 percent to 96 percent. The staff accepted 
applicant's rate des1gn proposals with the exception of its requested 
service: charge rates. The staff recommendation is t:bat no service 
charge rate be increased by more than twice the percentage of the 
overall revenue increase authorized by the Commission. 

.' 
-22-



A.>8781 

TABLE V 

• 
AlX)P'I'ED' SOMMAltY' OF EARNINGS 

L'!VERMOtt DISnrtC'I'! tESt y!:"ARS 1980 }.l.'T>' 1981 

r-t'esene Rat:es 
Operat1.ng:Revenues 
Opera~, E:lcpenses: 

Purc:ha.sed Y.a:er D 
P'urch.asec! P'over I 
Payroll- D1strlct 
Other Oper. &,Ha1ut. 
O:herA. &C~' & ' Misc. 
Ad Valorem. Taxes - Di.s:ric: 
P&yroll T~es.": D1s~c: 

. Depred.1.::ton 
Ad Valorem.' Taxes '- C .. O_ 
Payroll l'axes - C ... O ... 
O:her ?rora:es - C.O ... 
l$.aland.ng. Accomlt: Adjus:... 

Suoto'tu * 
l.1ncollec::I:oles 
3usiness, I.:tc.euse 

, ' Income Taxes :Before I'IC 
"', • Investment T&:It CrectL: 

Total, OperUing Expenses 
Net Operadllg. :Revenues 
&tte :8.a.se. 
R.l.te of Re:uxu 

Autho't"izedRates 
Operating Revenues I 
Operating. ~$: 

Subtot:al*# 
UncoUec:'t1'bles 
Susiuess~cense 

Income -r~ kfore :ere 
Inves:ment: T.ax Cre4it: 

'to:aJ. Operad.ug Expenses 
Net Opera't1ug RevenUC$ 
bte :SUe' ' 
bte.of Re'tul:'n 

Average Services 

Sales - XCd 

(Dollars 1n ':thousands) 

$2,.l.35.5-

9&3.7 
99.4 
203~3 
10Z ... 0; 

16.:3," 
84:'.0: " 
13.9' 

165.2 
1.0'· 
4 ... 2 

155.3-
48.l 

It85&.4, 
. 3.l· 
20.9' 

(32S)" 
(20~3), 

1.827_~ , 
307~~ 

5~J.36._9' 
S.99%. 

$2,.591.8 

1,.856.4 
3.&.· 

2S.5o 
198_3 
(20.3}, 

2,.06-3.;1 
52S-J: . 

5,.135.~'· 
10.28% 

3,.266.2 

$2,.l51.0· " 

971~S. 
'100.1 
2l7~.s' 
104~a:' 
16.4,:.· 
89:',S, " 
.lS~~, '.' 

168'.;.7. 
1;'1:. 
4 ... & 

16S.,7 
48.1. 

1.904:.4 . 
3.1,' 

21 ... 1' 
(62.1) , 
(25.5). 

, 1.,841:.0, :.' 
. 310~O:·. 

S~378.:2 
50.76% .. 

$2.&74:.4 

1,.904':4 
J.~9:' 

2&..:3-
202..;i,· 
(2).5) 

2 .. 111..:8' 
,S6i:&': 

'S37S:i 
10':46'Z .. ··, .. 

,,\ ,. 

12'7JS' .. ," ". 

Suotobl of expetlSe$ exclusl.ve of \U1collectibles .. business l1cense and inco:me 
tax :f. tetllS. 

, Includes effects. of Advice Letter No.. 706 filed. November i8: .. '1979 ~ 
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Applic3.D:t ' S rate witness testified that the proposed> 

service charge rates reflect the results- of cost of service 

studies applicant made following the procedures set forth in the 

Commission's Standard Practice U-ZO. The witness 'also pointed 

out that a substantial part of applicant's revenue increas~s in 

recent years has been authorized through the advice letter. offset 

procedure. In those ins-;ances~ only the commodity rates were 

increased, resulting in service charges' producing. an ever" 

decreasing proportion of total revenues. 

Applicant suggested in its, brief that limiting service 

charge increases to twice the total revenue percentage· increase. 
. . 

adopted "'"ill result in a lower than appropriate level of service 

charges. Applicant argues that the relationship between present 

and proposed level of service charges should b-e considered as well 

as their relationship to the magnitude of· such charges authorized 

in other service areas. We agree with the staff that increases in 

service charges of 90 percent or more as req,uested,'wliich£ar exceed 

the overall revenue increases in these proceedings,. are excessive .. 

We will,. therefore~, limit service charge increases other than the 

S/S x Z/4-inch meter to twice the increase authorized herein or 

about 3S percent for 1980 as recommended by 'the staff. For the 1981 

and 1982 step increases~ service charge increases willb-elim.ited 

to no more than S percent. 

Appendix A to this decision sets forth the rates to 'be 

made effective fer the year l~SO as authorized herein. Appendix B 

contains the step increases in rates that are authorized for future 

years_ Because rates are frequently revised through ~he.aclvice letter 
. . 

procedure, it is doubtful that a rate schedule for 1981 or 1982 . 

.. 24-
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preclicatedapon rates to be-authorized for 1980 would be the 

correct rates at the time the step rate filing' is to be made. 

!here£ore~ the increases in rates contained in Appendix~_can 

be added to the rates that would otherwise be effective on the 

date the step increase is to go into effect, in order to develop 

the appropriate rates for filing • 

• 
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Other Items 
In an earlier series of rate proc:eedings~ applicant 

presented comprehensive reviews of its efforts t~ effect water 
conservation. Decision No. 87333 dated May 17~ 1977 in Application 
No. 56134 involved applicant t s East Los Angeles District ~ which was 
the initial district of a previous series. That decision included 
a discussion of this subject and the findi:.cg that applicant's water 
quality~ conservation program~ and service ~re satisfactory. In 
the next two series of proceedings~ applicant presented evidence 
that ~t was continuing actively to. prevail upon its customers to 

avoid nonbeneficial consumption of water. 
In the current proceeding ~ applicant presented similar 

evidence showing it bas continued its conservatiorl\;;programs. for 
water and pOwer and continually urges its customers to maintain 

their awareness of the need to· avoid waste of water. 
Wage and Price Standards 

By Resolution No. M-4704 dated J'anuary 30 .. 1979, the 
Commission ordered all utilities and regulated entities requesting 
general rate increases to submit an exhibit to accompany their 
applications to show whether the requested increase complies with 
the Voluntary Wage and Price Standards issued by the Council on 

Wage and Price Stability. Applicant's Exhibit 9' shows that (1) wage 
increases granted by applicant and (2) the requested. rate increases, 
together with step increases in other districts, are within. the:' 

establishecl:gu1delines. 
Adviee 'Letter No. 706 

On November 28, 1979,. app1ic:aut filed Advice Letter No. 706-
for an increase in revenues of $264,600 to offset (1) an increase in 

the cost of water purchased from Zone 7 to be effective J'anuary 1, 
1980, and (2) an increase in the eost of purchased power from m&E 

_de effective on October 11, 1979. Neither of these cost increases 
had been consideX'ed by either the staff or the app11cantin the:tr 
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respective presentations in this proceeding;.. Our staff· has now 

reviewed applicant's advice letter filillg and has no objection to 
the requested increase. Therefore»:tn order to e-liminate the n~ed 

to authorize separately the two pending rate increase req,uests, we 

have incorporated the subject cost increases into our adopted results. 
The 1980 rates authorized herein have been increased au additional 
8.0 cents per Cef for the first 3 Cef per'mon~h and 8.1 cents perCcf 
on all sales above 3 Ccf per month to produce. the revenue increase 
granted as a result of the advice' letter filing. 
Findings of Fact 

1. Applicant t s water q,ua11ty ~ conservationprogram~ and 
service ~e satisfactory. 

2. AppliCant is iu need of additional revenues, but the rates 
requested would produce an excessive rate of return. 

3. The adopted estimates, previously discussed herein, of 
operating revenues, operating expenses, and rate base for the test 
years 1980 and 1981, an annual fixed-rate decline of 0.23-, percent 
in rate of return into 1982 due to operational attrition. 

4. Rates of return of 10.28» 10.46, and 10,.58: perc.ent, re­
spectively, on app11c:ant' s rate base for 1980» 19S:l»and:t9~' are 
reasonable. The related return on common equity each year is 
13.2 percent. This wil1req,uire an increase of $192',300 .or 9 .. 0 
percent~ in annual revenues for 1980; a further increase· of $63.;p900, 
or 2.7 percent. for 1981; and a- further increase of $37»700. or 1.4 
percent;J for 1982. An additional increase of $264,000, or 12.4 
percent, for 1980 is also required to offset cost increases set 
forth in Advice Letter No. 706. 

5~ The type of rate spread. hereinbefore cl!sc:ussed' is 
reasonable. 
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6.. The inereases in rates and charges authorized herein are 
justified; the rates and charges autho:ized he:r:einare reasonable; 

and, the present rates and charges, insofar as they differ from those 
prescribed herein, are for the future unjust and unr~asonable. 

7 • The offset i::.ereases authorized in Appendix :s shocldbe 
appropriately modified in the event the rate of return on rate. base, 
adjusted to reflect the rates then in effect and normal ratemaking 
adjustments for the twelve !nonths ended september 30,. 1980~and/or 
September 30, 1931 exceeds the lower of (a) the rate of retumfound 
reasonable by the C9mm:l.ssiotl.for .applicant during the corresponding 
.period in the :::.ost recent rate decision or (b) 10.2S. percent for 
1980~and 10.46 percent for 1981. 

-~---,.~ .. 

1. The application should be granted to the: extent provided 
by the £oll~ng order. 

2. Because of the immedia te need for the increased revenues,. 
the effective date of this order should be the date hereof .. 

IN'IERIM ORDER . 

IT IS ORDERED thac: 
1. After the effective date of tbis order,. applicant 

Californ.ia Water Service Company is authorized :0 file for its 
Livermore District the revised· rate schedule .l1:Utched to' .th.is. order 
as Appendix A. Su~h filing shall comply with General Order No·. 96-A. 
The effective date of the revised schedule shall be fou.r days aft~ 
the date of filing.. !'he revised schedule shall. apply only to service 
rendered on and after :be effective date thereof. 

2., On or before November 15, 1980,. applicant California Water 
Service Company is authorized to file an .ldvice leeter ,wich . 
appropriate work papers,. requesting. the step rate increases attached. 

to this order as Appendix B or to file a lesser increase wbich. 

includes a uniform cents per hundred ctlbic feet: ofwater.adjus,etnent 
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from Appendix B in the event that the Livert:.ore District rate of 
return on rate base, adjusted to reflect the rates thenineffeet 
and normal ratemaking adjustments for the twelve months ended 

Septenlber 30, 1980, exceeo.s the lower of (a) the rate of return 
found reasonable by t:he Commission for apltlicant California, Water, 
Service Company du:ing -;be corresponding period in the then 'Clost 
recent rate decision or (b) 10.28 percent. Such ,filing shall 
comply with General Order No. 96-A. The req,uested step ~a:te~ 
shall be reviewed and, if appropriate, approved by the staff p:t::ior 
to becoming effective. The effective date of the revised schedule 
shall be no sooner than January 1, 1981, or thirty days after' the 
filing of the step ra tes, whichever comes later. The' revised 

.schedule shall apply to service rendered on olnd afterthe'effec­

tive date tbereof. 

3. On or after Novetlber 15, 1981, applicant California 
Water Service Com.pany is authorized to file an oldvice letter with 
appropriate work papers, request~ng ~he step rate increases tttt:.ached 
to this order es A?pendix B or to file a lesser incre.1se which 
incl?-des a uniform cents per hundred cubic feet: of water ,adjustment 
from Appendix B in the event that the Livermore, District'rateof 
return on rate base, adjusted to reflect the rates then in effect 
and normal ratemaking adjustments for the twelve months ended 
September ,30) 1981 exceeds the lo-v:er of (a) the rate of return 
found reasonable by the Commission for applicant California Water 
Service Company during the corresponding period in the then most: , 
recent rate decision or (b) 10.46 percent. Such filing shall' comply 
with General Order No. 96-A. the requested ste~ rates shall be 
reviewed and, if appropriate, approved by the staff p:t:'ior,to 
becoming effective. The effective <late of the revised schedule 



A.58781 ec ** 

shall be tlO sooner than January 1) 1982> or thi:ty days. after the 
filing of the step rates" whichever comes later. The revised 
scbedule shall apply only to service- r~ndered on and after the 
effective da~e tbereof. 

" 

4. This proceeding wil~..,b~ be ld open in orc;er to dete.rmine 
whether the rate designs for ~.and 1982 adopted herein are ~if 
appropriate or should be further :odified in order to promote­
conservation. 

7be effective date of this order is the date hereof. 
Da ted APR 2" 19SO california. 

'., 



• Schedule No. l.V-l 

1.1vermore Tanff Area 

Appl1cable ~ all :metered vater HrV1c:e. 

Service Q1a:rge: 

For 5/3 x 3/4-1.:r:J.eh meter- ........................... ' ••• 
For 3/4-.1n.eh. 1De.ter- _ ...... _ •••• ,. ...... ___ ......... 0. 
For 
For 
For 
For 
For 
For 
For 
For, 

-

l-fneh meter •••••••••••••••••••••••••• 
~~eh 1De:te%' ••••••••• ____ ............... . 

2-inc:h, meter •••••••••••••••••• , •••••••• 
,3--!n.c:h, JDeter ................... _." ••• ' • ., ••• 
4-inch 1Deter' • ____ ._ .......... __ .~ •••.•••• 

6--:tnch. meter ••••• _. __ ••.•• _ ..... ~ .......... _,_. 
s-..1tlc:h,·1De.t~ ......... ' ___ .*_ .......... _____ , 

•.......•...••....••••.•.• , 

For the first 300 cu.ft ... per 100 eu~£t. ........ 
For the next 29,,700 cu.ft ... per 100 eu.,ft .. ........ 
For" all oyer 30 ,,000, eu.£t.,. per 100 eu.£t • ........ 

", 

'Ihe Serv:tc:e <huge 15 .. re.a&e:ss-to-serve c:ha:ge 
vb:tc:h, 1.s' applicable to.-J.1 metered '~c:e cd to­
vh1ch is to be added the mont:hly c:hc:se computed· 
at the Quantity Rates.-

PerHeter 
Per 'Month., 

: $- 3. .. 40 
5 ... SS. 
8~OO· 

11.2$ 
14.50: 
26 .. 00: 
36.00· 
60.00' 
90.00, 

111.00' . 

(1) 

(I) 

~'0.468- '1) cr,) 
.630' i 
.616-, (I) (1') 



.. 

• 

'";:' ,.. , •• 

... , 

, . 

A.~8J./ec A:PPENDIX B 

L1vemor~ Tar1.ff Area 

Each of the foUowing :tucreases in ra.tes may be put 'into effect on the 
:tnd1eated date by filing a rate schedule wh1ch adds the appropriate 1nc:rease to-. 
the rata which would otherwise be 1n effec:e on that date .. 

Serv:tce' ,Cbrge: 

1'or 5/3 ~ 3/~1uch ~ter 
For 3/4-1neh lIet£r 
For 1-1ncb. lIIeter 

For IIj-1nch1lleter 
For 2-1nc:h meter 
For, ~chmetcr 

For 4-1ncb. meter 
For ~1nch, meter 
For 8-1neh, meter 

For lo-1nch meter 

Qaa:a:t1ty lta:tes: 

For the, first 300 eu.ft ... , per 100 eu .. ft. 

For ~ next 29 .. 700 cu~ft .... , per 100 cu.ft. 

For all over 30 .. 000 eu.ft .... per 100 eu.ft. 

, ' 

. , 

$ • os. 
.25 

.40 

.5$' 

.. 7C' 

1.00-

2.00" 

3.00· 
, " 

4~00:, 

$.00" 

$ 0 .. 011 

.01~ 

.011 

$ .09' 

.30" 
-40: 
.60;':· 

" .80'.> 
1 .. 00: " 

" 

" .; 
2~OO 

3'..00;' 

5 .. 00, 
.. ' 

6:.oe· 


