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BEFORE THE PU:SLIC UTILITIES COMMISSION OF THE STATE OF CAL'IFORNIA. 

In t.he Matter of the Application ) 
of CALIFORNIA WAlU SERVICE COMPM'Y,.) 
a cO'rp¢r3.tion~' for an order ) 
tluthori::ing it to increase r!ttes ) 
charged for W:l.ter service ,in 'the ) 
Los Altos-St:burb~ District. ) 

) 

Application, N<>~S878:2, 
(File-c:! April $,. 1~7'9) 

McCutch.en,. :,Doylc,. J>rown '& Eners.en,. by 
A. Crawford Greene,. Attorney at Law, ~nd 
Donald L. HoucR,. for applie~~t. 

Donald F. McLean, Jr. , Atto-:-ney at Law, for 
C:l.ty of S:ln Cir10s,. protestant., . 

Elinore c. Morgan~ Attorney at Law,. and 
A. V -, G::.rde. fOr the Commission staff. 

INTERIM OPINION 

Applicrult California Water Service Comp~ny seeks 
.r" 

authO'rity to increase rates for ·..water service in its Los Alto,s:':' 

Subu-rban District .. The proposed annu::.l st:ep rates through 'the, 

ye::.r 19'82' would increase a..'"lnual revenues by $6-33,.40-0" (23 percent) 

in 1980, and by additional amounts of 576,300 (2 percen.t) in 

1981 and S7~,400 (2 percent) in 1~S2. 

Pursuant to' the nRegu1~'t<>l'Y Lag Pl:tn" adopted by 

Commission Resoluti¢n No. M-"i~S-,. dated April 24, 1979, an 

informal public meeting was hc'1d !>y the Commiss:io-nsta£f .in Los Alto,s 

on September 13, 1979. Notice o£the mee'ting. had 1>een publl.$he<:!in 
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accordance with the staff's instructions. -Additional notice was 

provided by a press release printed by the local newspapers. 

Three cuStomers attended the meeting. 

Public hearings were held on a consOlidated record with 
1/ 

proceedings- involving four other ~istricts of applicant before .. 

Administrative Law Judge Banks in Los Angeles on Octoberl~ and 

17. 1979. and in San Francisco on October 18, 19, 29",. 30, 31 and 

November land 2, 1979. Copies of the application had been served; 

notice of filing of the application published and mailed to customers;: 

and notice of hearing published, mailed to- customers, and posted',. 

in accordance with the Commission's Rules of Practice and Procedure. 

No customers appeared at the hearing reserved for public witnesses 

in San Francisco. The application was. submitted as of November 2,. 

1919, subject to receipt of briefs· from any of the parties by 

November 16; 1979. Briefs were filed by applicant and the staff 

on that date and by the City of San carlos (San Carlos) on 

November 28:. 1979. 

In support of the requests for rate relief in the £i~e 

districts, ,applicant presented testimony o£ its vice president .. 

chief financial officer and treasurer,. its vice president in charge 

of regulatory matters, and its regulatory advisor. 

The Commission staff presentation in these proceedings 

was made through a research analyst and seven engineers. .'!he 

The consol:z.dited proceed:r.ngs are Appl:z.catl.ons Nos.. 5g:781~ 581&:2, 
58783,.5S"8:00 and 5882& in.volving .. respectively, applicant's 
Livermore, !os Altos-Suburban, San Carlos., East Los Angeles 
and Palos Verdes Districts. 
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staff showing included a summary of statements by custom.ersin 

this district who a.ttended the public meeting in Los Altos. 

San Carlos introduced evidence through its city manager and a 

consultant economist. 

Service Area 

Applicant owns and operates water 'systems in 20 districts 

in California. Its Los AltOS-Suburban District includes much 

of the incorporated city of Los Altos, fringe sections of the 

cities of Cupertino, Los Altos Hills, Mountain View, and SllDllyvale 

and unincorporated portions of Santa ClaTa County adjacent to 

those communities. Some of'the terrain is relatively flat but 

the service area also includes hills with elevations ranging from 

approximately lIS to 950 feet above sea ,level. The population 

• within the area served is estimated at 6Z ,000. 

• 

Water for the Los Altos-SUburban District is obtained 

from three sources: two supplies of imported water plus local 

ground water.. There are three metered connections from Sant.a Clara 

Valley 'Water District CS~"D) and two from SanJos.e Water Works' 

(SJ'Wl',l·. Those are supplemented by water from thi'rty local wells, 

twenty-nine of which are Company-owned and one of which is leased. 

Water from all sources is deliveredt<> the distributionsy,stem by' 

a combination of direct delivery to the system and lelivery into 

. storage tanks with subsequent boosting. Fifteen separate pressure 

zones are required to' serve the area, due to the topography. 

The principal electrically powered booster stations are"equipped 
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with connections which permit the USe of portablegasoline~ 

powered booster pumps, one of which is permanently stationed in 

the district, with others being available at other districts on 

relatively short notice. 

The transmission and distribution system inCludes 

about 265 miles o£: mains, ranging in size up to 24 inches" and 

approxwtely 13.4 million gallons of .storage capacity. There. 

are about 15,600 metered services, ISO private fire protection 

services, and 1,3~O public fire hydrants. 

Service 

There were only three informal complaints to- th.e 

CommiSsion from this district between July 1, 1978 and June 30" 

.1979. The staff investigation showed that, other than in those 

three instances, customer complaints received at applicant's dis

trict office were quickly resolved to the customers' satisfaction. 

The a.bsence of any customer service compla.ints at the public. 

meeting and hearing is a further indicationth.a t service is' 

satisfactory. 

Rates 

Applicant's present tariffs for this district consist 
, , 

primarily of schedules for general metered service and public fire 

hydrant service .. 

Applicant proposes to incre~e its rates for general 

metered service. The following Table I presents a comparison of 

applicant's present and proposed general metered service rates 

• along with those authorized herein. 
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• . .. ~~. ALTOS~:lR:~N DISTRIC'l! • >" 
COMPARISOlLO~J1()N_rHLY RATES. ~ ~ 

~ 
N 

Present. Proposc.d Rates' . Authorized Rates 
Rates. m.2. J.~~!ll . 1982. ,1980. 1981. 1982 

Service Chargee 
For S/S x 3/4-inoh meter ..... '$ 3.13 $ 3.40 $ 3.48 $ 3.55 $ 3.13 ,. 3.1~ $ ).13 
For 3/4-inoh motel: ••••• . 3.44 6.00 . G t 25. 6. SO '4 t: 10· 4.25 4.40 
For . l-inoh meter.. ••• " 4.66 . $.20· 8.S0 8.90 5.5();5.7~·· 6.00' 
For 1 .. 1/2-inoh meter ...... : 6.44 11.50 ],2.00 12.50. 7.~O . 7.90 .8.20 
FoX' 2 .. inoh meter It... e.27 15.00 ).6.00 17.00 ;'9,80- lQ~25' 10.60. 
FoX' 3-inoh meter t.. ..... 15.39 27.00 28.00 . '30.00 . ·U),OO· 19'.00 20.00 
For 4-inoh metel: ...... 20.47 37'.00 39.00 ':40:00 '24.00 25.00 26'.00 
For 6 ... inoh meter..... 31.66 02.00 65.00 67.QO . ~3.00' 40.00 4l.00 
For a-inoh meter ••••• $0.98 92.00 95.QO ~9.QO 60.00 62.00 64,OQ 
FoX' 10-inoh met~l: ..... ~.1..1S 113.00 .4).$.00 123.00 '1~tOQ 76.QO. 19.00 

Q\lantity Rates. 
i For tho first 300 ou.ft.j . 

per 100 cu.ft. ••••••••••••• 0.421 Q.457 0.467 Qi476 0,421 Q.421 0.421 
FQr th~ noxt 200 OUt ft. , . . . 

per 100 cu. ft. .. .... t .. .. •• .447 .GOO .613 .• 624 .528 .542 .5S' , 
For the next 291500'ou~ft" . . 

per ),00 ·cu. ft", , ••• , •• t • • • • • .468.600.613 .624 ,528 .51K .SS5 
FOl;' a~l ova);' 30,000 cu. ft. , . .... . .J .• 

per 100 QU. ft. .., ••••••• '." • 468 .4$~ .503 .512 .491 .• ~14 .523 . .. .' . 

, ThE) Se);V~oe Cha~qe-i(J ~. readine$s .. to-4~~ve Qharge wh~oh 1s 
~pp~ioaQl$'1;Q ~~l Jnetet;ed serV~Qe c\l~ te;>. ",hi.Qh~s tQl)~ 3Qde\l 
the rnQnthlY.Qha2;'~'QQmput~da~ ~ th~ Qu~nt~1;y ~(l1;ee. . .. 

_ /. ,~ ,._ c .' " _ ..... ., '_.,-' •• • • • -."~ 

• From Tariff Sheet 2305-W,. e~feot~V.t -1\11y 1, 197~ • 
• Set fQrth in appl.~oant IS E.xll~~~.t 4-A,i·pa9s . 1.~-4.-

-""-, - --,' -
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-_... In this district:, an aver~ge commercia1 (business and 

• 

residential) customer wiJ.l use .about 30,000 cubic feet of water 

per year, or 25 Ccf (hundreds of cubic feet) per month. ~he 

corresponding use 'for an average industrial. serv.ice .in this-. ' . 
district is 800,000 cubic feet of water per year, or, &70 Ccf per 

month. The following ~able II presen~ a eompar=i.son of monthly 

charges for an average commerciaJ..cu.stomer with a. s/S x 3/4-inch 
-, 

meter under presen~ rates ~ app1ieant.~ s proposed r'a"'te~ and the rates 
.. . . . 

authorized herein. ';"he taole also presents s.;mi.lar c~mpari-~oris for . 
an ~verage ,industrial service. wi th a 4-inch me~er. , " 

~ABLE n: 

Comparison of Monthly Cl;arqes 

:Item. 
Average Commercial. Custonier 

Present Rates, Monthly Chaxg'e 
10tes Proposed by App~cant: 

Monthly Charge 
Increase Over Present Rates: 

AmO'QX).t 
Percent 

Authorized- Rates: 
Monthly Charge .' 
Increase Over Present Rates: 

Amount -
Percent, 

Average -Industrial Sernce 
Present Rates: 

Monthly Charge 
Rates Pr~posed_by Applicant: 

Monthly Charge . 
- XJlcrease Over Present Rates: 

Amount 
" Percent 

AuthOrized Rates: 
Monthly Charge 
Inc-reas~ Over Present Rates: 

Amount 
Percent 

• 1:980 . '1981 

$ 14.65 $ 14.:65 
" 

17.97 J.S:~37 

3.32' 3.7; 
22 .. 7\ 2S~4-% 

1&.01 16;'31 

$ 333 .. 85 . $ 333 .. 8:S. . 
401.20 

" 

67.35 
20.27. . 

3&5-.97 

32 .. 12', 
9.61. 

408.57 

74.72 
22.41. 

"JTt."J5 

1."2 u\ ' 
~.,.JV'-' 

13.0%' 

. 1982 

$ 14.65, 

. J.~_7l. ' 

4.0& 
27;;'7\' 

16.60' --, 

$-333.8:5 

'416.2CI 

82 .. 35-
24 .. 71.. 

385 .. ,61 
: ", 

51~,7&'-_-
15:51. 
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Results of Operation 

Witnesses for applicant and the Commission staff have 

analyzed and estimated applicant's operational results. Summarized' 

in the following Table III. based" upon Pages 1 and 20f'Exhibit 11. 

the final reconciliation exhibit" 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 

of 1979. Between then and the completion date of the staff's 
.. 

exhibit, several changes took place in rates forsuc:h thiIigsas 

purchased power and· ad valorem taxes, some of which have been 
" 

reflected in offset changes in applicant' s rates. AlSo., addi tional 

data became available as to. actual numbers of customeTs~ plant 

• balances, and other recorded d.a ta • 

• 

Instead of amending the estimated summaries o·f earnings 

each time a change 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. 

When the staff exhibits were distributed, applicant checked and 

adopted as reasonable those portions of staff estimate on which there 

were no issues and also Some portions where the impact of th'e 

potential issue was felt to be insignificant. Applicant did not . ' ' 

en.tirely agree with some o.f the staff's adjustments and,estimates

of expense and rate base items but, for the purpose o£ expediting 

the proceeding, did not take issue to those particular items .. , 
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The one issue to be resolved with respect to su:mmary of earnings 

relates to the staff~s adjustment for pump efficiencies and is 

shown on Ta.ble III. Although the effect of this issue on rate 

of return is insignificant in this district~ it is shown' as an 

issue for consistency of treatment with two other districts 

where applicant deems the staff's similar' adj.ustment to. b:e . 

inappropriate and where the impact is greater~ 

-8-
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TABU III 
(Page 1 of 2) , 

ttCO~CIUA'1'IO~ OF APPLlCA.'\'TY-S A..'m STAFF'"S St1MMARY OF EARNINCS 
LOS ALTOS-SUBURBA.'l DIsnucr, TEST YEAR 1980 

(Dollars :tn 'Ihou.s.a.:z.\ds.) . 

Present Ttates 
Operatt.ug Re.veuua. 
Operattng. Expenses: 

Purchased 'Water . 
Crotmclwater Charp. 
PDrcbased Power .. 
Payroll -' D1str1.c:t, ., 
Other Op&r •• &Hdxa.t. 
Other·A;. & G.:: & Htse. 
Ad·Valorem.'Iaxes - D:tst:d.c:t: 
Pay:oll Xa.xea - D:1std.et 
Deprec:tatiou 
Ad· Valorem %aXea' ~ e.O. 

. Payroll.~ ~ G.O.· . 
Other. Prorates - c..o. 
&lanc.1nt·AcCOlmt Mjustment 

SubtOtal*:· . . 
'Uncollectiblu' 
I.ocal Frauch •. ~ 
Income. Taxes :Before Itt 
Inves.t::l\:I.el1t xax Credit 

Total 0pe:ut:1ng. l':xpen.sea 
. Net ~at1"g ':Revenues' 

Rate 3ase 
ltateof ktarn 

Proposed ltates··· . 
Ope:rat:1ng. Revenues 
Ope:rarlng '~: 

Subtotal* 
l7ncol.lectib1es 
Local. Franch •. Tax 
Income tuea. :Before nc .. 
Investment :tax Credit 
. '.total: Operad:ve Expenses 

Net Operat'1ng ·ltevenues 
Rate. :sase. 
Ita.te' of .Retum 

Awl:teant· $ 

Adjusted 
Estimates 

(a.) 

$3)o106.l. 

543.:2, ' 
' .. 2n~ 

277.3, 
~.S 
J.SS;..$ • 

" 

12.3: 
121_8. 
22~2· 

258:.9' 
1.4 
5.9-

216.9: 
17.7-

2.259' • .5-
3..3 .. 

. 39:.6- : 

183.6-
,42.9) 

2.44J..l.' 
'66~0: 

7.828.3 
8.47% . 

$3.838.3· 

2,.259:.50 . 
·~4·.1 

49..;0 
SS3.J. . 
(42'.9).. .' 

2.822.8" 
1.015 .. 5. 
7828J , ". 
12~97% . 

Effec1:·of 
Issue 

(b) 

$ -

a~91' 

--- .. 

. --
(1.91 
.-,' 

1.0: 
-

(0.9)· 
0.9: 

" -. 
0.01% 

" 

.... ' .. 
$0:.9): -', 

J.::O' 
.. ~I.~ .-(Q';'9l' 
0 .. 9',' 

0.01% 

Staff·s, 
Adjusted 
Esti1l14tes. . 

, (e)· 

p,,106.J. '. 

543..2" 
" 2n~i' 

275.9: 
323.5." . 
J.~S; .. 
~12;.s .... 

12l:~a.':·· 
.~:2'.'" :; 

. 258,;;,9:';, 

~~4" 
5 ... 9:> 

2l6~9':,. 
17';'7' 

··2.2S7~& .• 
" 3.~ .. ' 

39:'0: . 
184~6,.' .• 
(42;9)' 

. 2 .. 442~·.:, 
.' 663-9: 
'7~82s:3' 
8" .. 48%:. 

$3.m3 

2.2S7~6-
, 4.;.1· 
49".0 

554.1." . 
(42';'9)'-

·2 .. 82l..9 ... · 
1~OI6.;,4: 
1.82&:3' 
'12~9si: .. 

(a) Applic:.ani:~ $ ~justed e&tima.tes from Exh1bitll • Page 1, 'Column (d). 
Q» Staff

Y 
So P\lmP effid.enc:y .adjustmenu not concurred in by appI1eant~ 

(c) StaffYs adjusted estimates. from .Exh1b1t ll. Pa.ge 1" Col=n(f) • 

* Subtotal of expenses 'exclusive of wcollec:dbles.. local.' francbise 
taxes.. .and· iueome tax items. 

** Purchased power 1$ caleula.ted at May ,1S, 1919· rates .. 

(red figure) 
-9-
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TA:sI.E III 

(page 2 of 2) 
RECONCILIATION OF APPUCAN'rtS .ANl) STAF'FTS SCMMARYOF EARNINGS 

LOS ALTOS-SUBURBAN DIS'IRIC'I't TEST YEAR 1981 

(Dollars in '!housa.uds) 

Appl'leant" s Staffts.' . 
Adjjusted: . Effect>of Adj.\JS.tcd 
Estimates Issue' Est1mates 

(a), . (1)) .~. (e),., 

Preseftt ltates 
Opera~ Re've:nues 
Operating "Expenses:. 

Purc:haseclVater' . 
Groundwater" 0larP . 
Pm-chased· Power ti 
Payroll - D1st:tct ' 
Other Oper.-. Ha:lnt.. 
OthU.1t- &C .. , &lU.se. 
Ad Va.lo~ ~ ...;:])1stt1ct· 
Payroll. '"Ia:u -' D1atr1ct ". 
Deprec::ta.t1ou .. 
Ad:.V.alorem ~ _. G.O.' • . 
Payroll Taxes - G.O. 
Other Prorates - G.O. 
:sal anc:1ng Acc:o=t Adj wt;ment 

Subtotal.* . 
'Onc:oUect1bles 
tocall"ranc:b,..; Tax • 
Income Taxes !efo%e :ttc • 
Investment· Tax" Cred:tt 

"Ior.al. "Operat1ng ~es 
Net O,e:at::£ngXevC1:Ies 
Rate Base. . 
ltateof Retm:n 

Proposed !ta.tes 
Ope.rat1ng ltevtmues 
Operat1ng. Expenses: 

Subtotal· 
l1nc:olle.ct:tbles 
I.ocal..lrailch. %ax 
Income taxes ~ore rIC,. 
Investment %ax Cre.d:tt . 

Total. Operat:tve :Expenses. 
Net Ope.rat:t:n, Xevenues· . 
llate Base 
bte of Ret1:l%n 

$- 3..138.3, :$ -
547.9 ,'-

275.3.- -
278..5 (l, •. 7). 
346_1 
19S.2. -
12..5: .. . -' 131.3: 

. -
2S~4: -

266..2: 
IS', 
6.8: -

'31..4 . -
17.7. -

2.335.8 ' (i.n 
3.3.· -

40.0· -. 
149:..4- , 0.;9 
Q! .. 3) -

2»490.2 (~ .. 8). 
~l.< 0.8- . 

. 7.914';'6- -.' 
~19% 0.01% 

$3.96~3 -
2.335 .. 3, $. (l;~.7) 

4 .. 2 
SO~& 

S65~S' 0.9· 
(38:.3). -

2.918.1. (0.8) 
1.()4S.~2 0.8, 
7.9l4;.6- .-

13.21% O~Ol%~ . . 

"' 

,~·'3~.;3 
.' " '.", 

547 .. 9:' 
27~3-· 

. 2?6~8 
346~l;:.·. 
19~Z 
12":S 

l3l.~3- . 
25 • .4:: 

266.2'. 
.l~S. 
6 .. 8,.' 

231.4:' 
17'~7 

:2.,334.1' , 
~'3· 

40: ... 0' 
lSO~~: .' 
Q8;'S): 

2.489:.4 
.... 648~9" 
7.914.6: . 
~20%' 

~ 

$3.963~3-
.. 

2.334.l 
.4.;.2" 

'. SO~o: 
. . 566.7" 

~ .. 3),· 
. 2.9~7.3; 

1.046.0: ' 
7.914~6:;., 

~: 

(a) Appl1c:ant: t s adj~ted estima'tesfrom Exhibit: 11 , Page 2~ .CoIUlltL (d). 
(b.) St:aff pump efficiency a4justme:nts not: concurred :tn by appl.:tc::=t. 
(c) Seafft s ac1justed est:ilNltes from Exldb1t: II , Page 2, Column (f) .. 

* Subtotal of expenses exclusive of uncollect:ibles, local fra:nc:h:tse,'t:aXes,. 
and income tax items. ' 

** Purchased power 1$ calculated at:. loIay lS,. 1979- rate$. 

• (red figure) 

-10-
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Future Sales Levels 

During the 1977 severe drought in CalifOTnia, applicant'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. These include such things as hauling. heavy buckets 

of used wash water from the laundry to the bathroom for flushing 

purposes~ and letting lawns and gardens die. Other than during 

a drought~ using clean water for sanitary purposes and environmental 

beautification would not be considered nonbeneficial use. 

Applicant expects that other drought-inspired actions will 

h..ave a more permanent effect on conservation. These include such 

things as the installation of water closet displacementbo.ttles 

• and shower head restric'tors provided by applicant,. the conversion 

•• 

of conventional lawns and gardens, to native shrubS or rock gardens, 

and the installation of water-recirculating systems by industrial 

customers. Applicant states that. it will continue to remind cus,tomers 

to avoid nonbeneficial use which should help keep actual waste 0-£ 

water to- a minimum. 

Estimating 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 weTeavailable only 

through Deeember~ 1978 • By the time the staff's esti~teswere 

-11-
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• being prepared" data for another six or seven months were available .. 

The later information led the staff to' conclude that applicant's 

estimates of consumption levels for the near future were signifi

cantly low. Applicant reviewed the s,taff's use of ,the later 

available data and concluded that the staff es,timates of future 

consumption are reasonable. 

Balancing Accounts Adjustment 

Applicant maintains balancing accounts for each 0-0£ its 

districts, pursuant to Section 792.5 of the Public Utilities Code. 

Those accounts compare offsettable changes in expenses due-to 

changes, in unit costs for water production, composite ad valorem 

tax rates and other items, ~~th the corresponding revenue changes 

resul ting from offset changes in appliean.'t' s rates authorized by -

• the Commission. Section 792 .. 5, provides" in part, that"nthe 

Commission 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 subsectuentrate adjustment.'~ 

For thi,s district, the offset revenues have been less than 

the offsettable net increase in expenses.' The staff 'recommends , 

that the a.ccumulated $53,.101 under-collection as of ~June_ 3-0, 1979 

be removed from the bala.ncing accounts and amortized for ratemaking 

purposes during 1980, 19S1 and 1982. Applicant does noto·bject to 

this procedure, inasmuch as the 1980' rates authorized in this pro

ceeding will become effective essentially concurrently with the 

beginning of the amortization period.. !he amortiza.tion is shown 
. , 

as a separate item in Table III. The ra.tes authorized.in this 

proceeding include an increase on all sales o£$0.0034 per Ccf for 

1980 and $0 .. 0031 per Ccf for 1981 and lS82, to achieve this 

-12-
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• amortization. These unit charges are based upon the sta.f£~s 

sales estimates. 

• 

Pump Efficiencies 

In Decision No. 91537 relating to' Application. 

No. S8-7S1 p applicant's Livermore District rate proceeding p, we 

discussed the issue Oof pump efficiencies. In. the Los Altcs-:Suburban 

District~ applicant takes issue with the staff's ratemanng adj:ust-
, , 

ment primarily because the cost'to customers of the required pre- ,-

mature overhaul or replacement of pumps would far exceed the savings 

for the reasons stated in Decision No. 91537 in the cost of ' 

electric power. We do not concur in the staff adjustment. 

DepreCiation 

Applicant did not take exception to the, depreciation 

rates used by the staff in these proceedings. Those rates· should 

be used by the applicant until such time as applicant submits a new 

detailed study and a change authorized .. 

Rate of Return 

In the Livermore District decision p supra p we discussed 

at Some length the baSis for our recommended findings that rates 

of return of lO.28- p lO.46 p and 10.58- percent on rate base and a 

uniform 13.2 percent on common equity are reasona~le fOol' applicant's 

operations for the periOod from 1980 through 1982. The S3.lZ1e discussion, 

and consideration of quality of service, ,applies to applicant's 

Los Altos .. Suburban District and need not be repeated in .this decision .. 

-13-
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Trend in Rate of Return 

The Livermore District decision, supra, also discussed 

the allowance that must be made beyond the 1981, test year for 

the reduction in Tate of return on rate base that would otherwise 

result primarily from. continuing changes in. exPenses and ,Tate 

base. Absent any unusual conditions either in the 19800T 1981 

test-year estimates 01" in the 19.82 pTojected year, the operational 

attTition allowance should be the amount indicated between the 

acIopted test years 1980 and 1981, a.s recommended by the staff. 

In the Los Altos-Suburban Distric't adopted results, 

there aTe no significant unusual conditions' which must be Tecog

nized in the attrition allowance. The indicated operational 

attrition between 1980 ane! 1981, when applying present 

• rates to· both test years,. is 0.28 percent. The 1982 rates 

authorized herein reflect that attrition an~ the financial 

attrition of 0.12 percent discussed in the Livermore District 

• 

deciSion, supra. 

Adopted Summary of Earnings 

The following Table IV is derived fTom Coltl1!m Cal of 
" 

Table III and shows the adoptee! summary of earnings'at present 

Ta.tes and at the Tates a.uthorized heTein. 

Table IV will provide a basis for applicant's prepaTation 

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

increases or decreases to offset changes notref1ectecIeither in 

the test years 1980 and 1981 or in the operational attriti()n·in 

-14-
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~ rate of return on rate base adopted as the basis for the rates 

authorized herein. The purchased water rates and-pump-tax rates 

used are the SCVWD rates which became effective July 1~- 1979 and 

the SJ'WW rates which became effective November 20, 1978. The 

leased well water rate is pursuant to the 1easewhich became 

effective April 1, 1978.. The purchased power rate utilized is 

the composite P~E rate of 4.385 and 4.347 cents per kWh. for 

1980 and 1981~ respectively, which became effective May lS~ 1979. 

The composite effect of the assumed rates for purchased water~ 

pump taxes, well lease, and purchased power is an average cost ~f 

$0.2071 and $0.2067 per Cc£ of water sold, respectively, in 1980 

and 1981. !he district ad valorem tax rate is the assumed rate 

of 1.168 percent of estimated "market value" used -for assessment 

• purposes, which is the rate estimated to be applicable t~. the 

fiscal year 1918-79 a.nd is equivalent to 1.285, 1.332, and 1.386 

percent of beginning-of~year net plant plus materials and supplies 

for the fiscal years 1979-80, 1980-81, and 198'1-82, respectively. 

The corresponding equivalent rate for proratedgenel'a1 office 

• 

ad valorem taxes is 1.237 percent of "market value" 'and 1~163-, 

1.221,. and 1.285 percent for the three fiscal years. The local 

franchise tax rate is the 1979 rate of 1.276 percent of gross

reVenues. The income tax rateS are the 9.6 percent state and 

46 percent ("-"ith intermediate steps) federa.l rates. 

-15-
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ADOPTED SUMMA~Y OF EARNINCS 

LOS ALTOS-SUBURBAN DIS'I'RICT, TEST YEARS 1980-1981 

CD011arsin Thousands) , 

Present: Rates 
operat~ug Xevenues 
Operati.ng .Expenses: 

Purchased Water 
Groundwater Charge 
Purc:h.asedPower· ' , 
Payroll - DistTic:t 
Other Oper.. & Ma.1.nt:. 
Other A & G & Misc. 
Ad Valor~Tax- Dist.· 
Payroll Taxes - Dist. 
DepreCiation 
Ad'Va1oremTax'- C.O. 
Payroil TaxeS ~ C.G. 
Other Prorates - C.O. ' 
Balancing' Account Adjust. 

Subtotal*" ' ' 
Uncollectibles 
Local. Franc::b:.tse Tax 
Inc. Taxes. Before I'IC 
Invest. ,TaX' Credit 

Total Oper~. Exp~ 
Net Operating Reveuu~s 
Rate':Base 
Rate'7:of Return 

Authorized btes 
aperatingRevenues 
Operat1~ Expenses: 

. Subtota1*' . 

.. 
Uncollect1bles' .-
Local Franchise' Tax . 
Income Taxes Before tIC 

-" Investment ".Tax ·Credic 
. TotalOper .Exp. 

Net Operating Revenues 
Rate 'Base . '. 

, Rate of Return 

Average Services 

Sales -KCc'f ., .. 

·1980 

$ 3~106.1' 

543-.2', 
272_1. 
277.~f . 
323.S 
18S.S. " 

1.2.:3 
121.& 

, 22 .. Z 
258'_9':: 

1~4 
.5-.'9, . 

. 21& .. 9,' 
17.7, 

" :Z~Z59.S '. 
3 .. 3 

3~:"6 
,183.6, 
C42.9,} , 

2~42I03 ... I 
66~_O 

7'>828~3, ' 
&.414" 

$ :>,400.4 

2~259.S 
~_6', 

43 .. 4' 
,332,.a" 
(4Z:~'9"l, 

. 2,·59S:~7 . ' 
804,.7 

'3' 82&.3-to. 287. 

15.669' 

S~277.2· 

. ,1931.' 

$ ~~l38:;,,3 

547.9, 
, 27S..,~ 
. 278:;.S' ; 
34& .. 1',' 
195;.2, 

U.S::, 
'131 .. 3, " 

", .25:'4:'" 
. 266-.:2 

1.::5" 
-6:~& . 

,231:..4,'" 
,17~1' 

Z ns.g,~' 
~ '" 

3;.3-'. 
40.0; 

149:;;;4" 
(,33:,3')' 

2~490 .. z"~ 
~.l' 

7~91~~6, 
8~'19%.'" 

, ' ' 

'$ ~', S.l.i~8., ' 
J~ " . , 

, 15»,822: , 

S~j30~4 

* Subtotal of expenses exclusive, of uncollectibles> local 
franchise taxes» and income tax items. 

(red figure) 
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Rate Spread 

The Livermo=e District decision~ supra~ discussed. 

the equitable distribution of the revenue requirement among the 

various components of the rate structure. We concluded that an 

appropriate rate structure should include a.YTlifelineu concept 

with a three-block qUantity rate consisting oia SOO~·c£liieline 

block priced at the lowest quantity rate~ a Z9~700 cf'second 

block priced at the highest quantity rate,. and a tail block for 

all usage in excess of 30~000 cfper month priced at a rate 

between that charg.ed for the first two blocks. Furt:h~r, we con

cluded th.at increases in the monthly service charg~rate fo:rother 

than the S/8 x 3/4 inch meter should be limited to a maximum of 

twice the increase authorized herein. or about 19.,percent in 198-0,. and 

4 percen't for the 198.1 and 1982 step increases. A rate schedule 

should be specified for 1980,. with incremental increases specified 

for 1981 and 1982 in the rate appendixes of:'the decis~on. Those 

same conclusions apply to the Los Altos-Suburban.Dis'tric't. 

Wage and P~ice Standards 

By Resolution No. M-4704 dated January ,:30,.1979» the 

Commission ordered'all utilities and regulated .entities requesting. 

general rate increases to submit an exhibit to accompany·th.eir 

applications to show whether the requested increas'e 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 

'\o,"ithin the established guidelines'. 

-17-
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Findings of Fact 

1. Applicant's water quality,. conservation prop-a.m.,. ancl 

service are satisfactory. 

2'. Applicant is in needo£ 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 b'ase for the 

test Y,ears 198.0 and 1981 and an annual fiXed-rate declineo£ 0.28 

percent in rate of return into 1982 due to oper,ational attrition 
" 

reasonably indicate the results of a.ppl i cant 's operations for the. , 

near future. 

4. Rates of return of 10.28, 10.46,., and 10.53 percent,.. 

• respectively,. on applicant's rate base for 1980,. 1981,. and 198:2 are 

reasonable. The related return on cOIlllton equity each year is '13-.2 

percent. This 'Will require an increase of $294,.300 or 9 .. S'perceIlt,. 

'in annual revenues for 19'80; a further increa.s.e of $76-,.70lYor z.z 
percent,. for 1981; and a further increase of $65,800,. or 1.9' percent, 

for 1982. 

• 

s. The type of rate spread hereinbefore discussed 

is reasonable. 

6 .. The increases in rates and'chargesauthorized herein 

are justified; the rates and charges authorized herein are 

reasonable; and the present rates ,and charges, insofar as ther 

differ from those prescribed herein,. are for the future unjus~ 

and unreasonable • 

-18-



• 

• 

A .. SS1S2 Iks. * 
. . 

7 .. The offset increases authorized,inAppendix ~ sno1l1d. 

be :lpP'I'opriately mo<!ified in 'the event the rate 0: return on rate 

case, a.djusted to reflect the 'I':l.'tes then in effect andno·:rnzal 

ratemaking adjl;..-st;:nents fo-::the twelvemonths ended Sep·temb-er 3-0, 

1980 ~nd/<)"': September 30, 19S1 exceeds tile lower 0'£ (a) 'the rate 

of return fou..."'l.d· reasonable by the CO:s:mlssion f<Y.r app-lic3.D:t during. 

the correspon<!ing period in the most recent rate decision o,r 

Cb) 10.28· percent for 19S0 and 10.46 p-ercentfo'r 19S1.~ 

ConeluSions of Law 

1. The appli~tion should be granted to the extent' 

provided by the fcllowi..'"1g order. 

'. 

2. Because of the immediate neee for the incrcase<l revenue 

the effective date of this oreer should be the date her,eo,f. 

Th"TER!M ORDER. 

IT I S ORDERED tha. t : 

1. After the effective d.ate of .this o,rder, :lp'plicant 

California Water Se'I'VicC' Co:npany is authorized to file for its 

Los Altos-Suburban District the revised rate sch~dtlle 3:ttachec! ;,t.¢ 

this <order as Appendix A. Such filins: shall comply with. General 

Order No. 96-A. The effective date of the revised seheduIe s.hall 

be four da.ys a£'t.er the da1:c of filing. The revised' schedule s.h~ll 

:lpply only 'to service rendered on and ~£ter the ef£eetiveca'te 

thereof. 

/ 
/' 

2. On or :l :ter November 1 S,. 19'80,. app 1 ican t is autnori zed eo 

file an advice lette= with Ol?prop=i::.ee work'p.l:pers 'requesting the stc? 

rate inere.:tses attached to this o=ce:: as Appendix::Sor to: file a lesser 

• increase which ·in.cludes ~ uniform cents ';>Cr hundred ettbie·.feet of water. 

adjustment from Ap?endix I> in the. event that the Los Altos-Suburban 
"', " .. "_ ...... ,, ...... " I,', 

"9' -.. - ., 
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A. SS1S2 /ks * 
District rate of return on rate base • .:l.cijusted to reflect the rates then 

in effect and l"!ormal rate:caking adjustments for the twelvemonths 

ended September 30~'19S0, exceeds th.e lower of (:t) the rate-of 

return. found reasonable by the Conunission for applicant during 

the cor,:-csponding period in the then. most recent 'rate decision 

0:' (b) 10.28" percent. Such filing shall comply with General 

Order No~ 96-A. !he re<Tuestec ste? rates shall be reviewed and, 
t 

if appropriate, <l?provedby the staff prior to becom~effeetive. ' J 
The effe<:tive date of the revised schedule shall be no sooner' than 

January 1, 1981, or thirty days after the filing of the step:rates~ ~ 

whichever comes later.. The revised schedule shall apply 'to, service 

rendered 00 and after the effective d~te thereof~ 

3. On or after Nove~er IS., 19S1, applicant is authorized to 

file an advice letter with ap?ropriate work 'Papers requesting the s,tcp 

r:tte i.."lcre.:l.Ses' a~tached to this order as AppendixB or to file a lesser 

in.erease which includes a uniform cents.pcrhundred, cubie feet of water 

adjustment from Appendix B in the event that the Lo,s Altos-Suburban, 

District rate Qf return on rate base,. adjusted to reflect the T:lt¢$ 

then in effect and normal rate:m.aking adjustments £o-r the twelve 

months ended September 30, 19S~ exceeds the lowel" of (a)the,l'ate ./ 

of return found reasonable by the Commission for apP'licant during 

the co'%'responding period in the then most ,recent r3~e deCiSion, 
, 

or (b) 10.46 percent • Such filing shall comply with General Orcer ' 

-20- ' 
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No. 96-A. The req:uested s:ep rates sh.:lll be reviewed and) if 

apprO'?r'iate, approved by the staff prior to' ~eO'ming effective·. 

The effective date' of the' revised schedule shall be nO' sooner 

than January 1, 19-82, O'r thirty days afcer the filing O'ftb.e step 

rates, whichever eOt:1es later. The revised schedule shall apply 

only t:o"serviee rendered on and after the effective date 'thereof .. 

4. ' This proceeding will be held O',?C'n in order-tO' determine . (tr, ' 
whether the rate ~esigns fO'rand 1982adO'?'ted herein, are 

appropriate O'r should be further modified,;in; order to' promote 

conservation. 

The effective date of this order is the date hereof.. 

"APR 2 1880 Dated __________ , at San' Franciseo~ california • 

:. 
+, 

-21-
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APPENDIX A. 

Los Altos-Suburban Tariff Area. 

Appl1cable to all lIIeteTe4 vater se:v:tee. 

los Altos and vie:tn;ty. Sant.a. Clara County .. 

RATES 

Sexv1ee Charge: 

For Sl8 x 3/~1.3lcb. meter ..................... ' ....... ' 
For 3/4--:tn.ch. meter .......................... ' •• ,. 
For 1-1nch. 'meter ...... _ ••• ' ................... _. 
For . ~-:tnc:.b. ZDe:ter _. __ ............. ,. •• ' ........... ' ... 
For 2-inc:h. 1De.ter ............. ,. • _ ....... ". _ .. _ ...... _ 
For 3-in.ch. .. -me,~, ._ ....... .;,: ... _.,~ •.••• _, ....... . 

'For . 4--1n.ch. 1Dete% ...................... _ .. ' •••••. 
" , 

For 6-:tl1ch. meter ......................... ' ......... ", 
For ~1ncb. 1De'ter· ........... ' .. ' ........ _,. ~ " ...... _ •••• 
For lo-1D.ch. me-tel:' .......... : ......... _ .. ;.. ...... , •• " •• ' 

Quant:tty :Rates: 

'For ~he first .300 .eu.£t. .. ~ per 100 cu.f.t.. 
For the next 29.700 eu.ft.,. per lOOeu.ft. 
For all over lO~OOO ~u.fe .. ~ per too en.ft. 

The Service Charge 15 a rea&ess-to-sene c:ha%ge 
which 15.' applicable to- all metered serv:tce and to 
which 1.5 to 'be added the monthly c:ha:rge' <:omputed· 
at: the Quant£ty Rates • 

Per Meter' 
. Per 'Month 

$ 3 .. 13-
'4 .. 10 \() 
~~'SO, ' l • 

7.60' 
9 .. 80-

lS.00 
24..00: 
~a.oo·· 
60;00:· . 

,~73'~O¢' ) 

O ... 421~' . 

.,'" . 

.523' '. (l)::i) 

.497' (I){T) 
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APPENDIX B 

. . Los' Altos-Suburbnn 'Tanff Area 

Ea.c:h. of the follow:tug increases :In rates may be put '1xlto effect 0'.0. the 
indieated date by fil1ng a rate schedule vh1ch. adds the appropriate increase to 
the rates vb:tch. would otherw:Lse be in effect on that date.. . 

Service Chaxge: 

For S/8 x 3/4-1.nch meter 
Por 3/4--1nch meter 

For 1-:l.nc:h meter . 

'Eor ll2-:lnCh :meter 

. For 2-1nch meter :; 

For 3-1nch ,lDeter 

For 4-1nch. meter 

For 6-inch. lDeter 

For 8-inch.m.eter 
For lo-:£nc:h lDeter 

Quaut:1ty lta1:es: 

For firse 300 cu.£e. per 100 cu.fe. 

Nexe 29.700 cu.ft. per lOO·cu.ft. 

Over _ 30.000 cu .. ft.. per 100 cu.ft • 

. .. ...... 

. " 

Rates to'be Effecti.ve' 
1-1-81 . -1-1-82 . 

$- -'. 
.15-. .. 
.~., .. 
.30 

.45 

l.OO·' 

1.00;., 

2.00' 

2:00 ' 

3.00-

.014· 

.011 

.. 

i 

$ -
.l~ 

;25 

.. 30 

.35 

1.00 

1.00' 

1.00 
',"', 

2~OO~ 

3;.00 

.01> 

.009:, 

. 


