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Decision No • 
91539 APIIZ '~~lr£f?H((D.n.R.\rrl.~'~1 .. 

\..W 1) u U U:M U r1\~';. Ll. ., 
BEFORE THE PUBLIC UTILITIES COMMISSION OF 'l'HESTATE oF", ORNIA 

In the Y~tter of the Application . ) 
of CALIFORNIA WATER SERVICE COMP~'Y, ) 
a co:r:poration,. for an order ) 
authorizing it to increase rates ) 
charged for water service in tAC ) 
San carlos DistTic:. ) 

) 

Application No·. SS7SS 
(Filed· API'il S, 1979) 

McCutchen, Doyle, BrO'wn ~ Enersen, by 
A. Crawford Greene, Attorney at Law, and 
DOna!d L. HO'uck, fO'r applicant. 

Donald F. McLean, Jr. t Attorney at Law, fO'r 
City o.£San carles, protest3.D.t. 

Elinore C. Morg:m.,. Attorney at Law, :md x .. V. Ga.rde l . fer the Commission staff. 

,. 

INTERIM OPINION /' 
Applicant California Wa.ter Service Company seeks 

, . 

:J:uthO'rity to increase r.:l.tes £orwater servic'e in 'itS Sa:.o.Carles 

District. The prO'PO'sed annual step rates through the ye~r 1982 , 

WO'uld increase annual revenues by $393,400 (28 percent)in.1980~ 
, '" 

and by additiO'nal amo.unts of $90,600- Cs. percent) in 1981" and 

$89.000 (S percent) in 1982. 

PursU3.llt to the "Regulatory Lag: Plan" adop'tedby 

CODUllission ResO'lution No.. M-470S, dated April 24., lS79"aD; infermal 

public meeting w:ts held by ,the CommiSSion staff in San Carlos on 

Septe;m1)er 7, 1979. Notice of the meeting had been published in 

accordance with the staff.'s instructiens.. Additiona1noticew3;s 
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provided by a press release printed by the local newspapers. 

Nineteen customerS, including the mayor of the City o£ San Carles 

(San carloS) attended the meeting. The Commission also received a 

letter from the San Carlos Chamber of Commerce and one member 'of 

the public op~sing any rate increases. 

Public hearings were held on a consolidate~,record with 
1/ " 

proceedings- involving four other districts of applicant before 

Administrative Law Judge Banks in Los Angeles on October 16, 1979, 

and in San Francisco on October 18, 29, 30,31, and Novemberl, 

and 2, 1S7S'. 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 pos,tedi 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 Z, 

1979, subject to receipt of briefs from any of the parties "b>~ 

November 26,1919. :Briefs were filed by applicant and the. staff 

on that date and by San CarlOS on November 28, 1919. 

In support of the requests for ratere;lief in the five 

districts, applicant presented testimony of its vice. president- . 

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

of regulatory matters, and its regulatory advisor. 

17 - The consolidated proceedings are Appll.catl.ons No. SE781, s:l7S2. 
58183, 58800, and 58826 involving, respectively,. applicant's 
Livermore, Los Altos-SubuTban, San Ca:rlos~ East' Los Angeles 
and Palos Verdes Districts. 
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The Commission sta£f presentation in these proceedings 

was made through a research analyst and seven engineers. The staff 

showing included a summary of statements by customers in this district 

who attended the public meeting in San Carlos. San Carlos intro­

duced evidence through its city manager and a consultant economist. 

Service Area and Water System 

Applicant owns and operates water systems in 20 districts in 

california. Its San Carlos District includes the incorporated city or 
San Carlos and unincorporated portions, of San Mateo Countyadj acent 

to that communi'ty. Some of the terrain is relatively flat but the 

service area also includes hills With elevations ranging from approxi­

mately 25 to 905 feet above sea level. The population'within the 

area served is estimated at 35.000. 

Water for the San carlos District is obtained through 

four metered connections from the San Francisco Water Department 

(SFh~). An emergency reversible connection is maintained with the 

adjacent system of Belmont County Water District. The water is 

delivered to the distribution system by a comb,ination of direct 

delivery to the system and delivery into storage tanks with subse­

quent boosting. Several sep~rate pressure zones are required to 

serve the area, due to the topo.graphy. The principal electricallY 

powered booster stations are equipped with connections which permit 

the use of portable gasoline-powel'ect booster pwnps,. two of which are 

permanently stationed in nearby districts, With othersl>eing, available 

at other districts on relatively short notice • 
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The transmission and di.stribution sys.tem includes. about 

100 miles of mains. ranging in size up to. 21 inches,. andapproxi­

mat ely S.8 million gallons of storage capacity. There are about 

9,000 metered services:,. 100 private fire protection services~ and 

680 public fire hydrants. 

Service 

There were only six informal complaints to 'the Commission 

from this district from July 1,. 1978 to June 30,. 1979. The one 

formal complaint (C.l0623) concerning this,district'during that 

period involved the applicability of applicant's main extension 

. ., 

rule. The staff investigation showed that~ other than in those 

Seven instances, customer complaints received at applicant'S district 

office were quickly resolved. The absence·of any customer service 

• complaints at the public meeting and hearing is a further indication 

that service is satisfactory. 

Rates 

Applicant's present tariffs for this district consist 

primarily of schedules for general metered. service and pub.licfire 

hydrant service. 

Applicant proposes to increase 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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sel;vice Chargea 

FOJ: sIS x 3/4-inoh moter ••••• 
For '. 3/4-inoh meter ••••• 
For l-inoh meter· ••••• 
For 1-1/2~inoh meter ••••• 
FoX" 2 .. inoh meter ••••• 
For 3-~noh meter ••••• 
For 4-inoh meter ••••• 
For ~-inoh meter ••••• 
For a-inoh meter ••••• 
For lO-inQh meter ••••• 

Q\I~ntity R~teSI 

FOl." tho f~r8t. 300 ou.ft., 
per 100 o~.ft. . . . . , . . . . . . . . 

For the next 200 ou.ft., 
per 100Q"\t ft; •••• '.1 I •••••• 

For the next 29,500 o\l.ft., 
per 100 0\1' ft •. • • ... • ••• • • • • • 

F(n: all QV~~ 30, QOO OUt ~t. , , 
PQ~ 10Q Qu.ft •• , ••••••• ~.,. 

SAN c:t: :ISTRICT • . . ~ • 

COMPARI_SON OF MONTHLY AATE~ & 
~ 

present. Propo~e<l KateS", Authorized Rates 
Rates 1980 1981, "98~ . 1980 '!ill 1982 

$ 2.~5 $ 3.40 $ 3.~5 $ 3.70 .. $ 3.03 - $ 3.14 $ 3.24 
3.7~ G.50 7.00 7.50. 4.8'· $.20 ~.50 
5.13 8.90 9.50 ~0.20 6.60- 7.10~~ 1.60 
7.18 12.50 13.50 14.30 9.25' 9.90 10.50 
9.23 17.0018.00 '1,9.00 12.00' 13.00 14.QO 

17.10 30.00 32.00 34.00 22,00- 23.00 '24'.00, 
23.26 40.00 43.00 - 45.00 -30.00' 32.00' 34.00' 
38.65 67.00 72.00 75.00 50.00~ 53.00 ~6.00 
57.4,6 99.00 .107.00 113.0Q 74.00' 79,00- S4.00 
71.14 . ~23.00 132.00 ~40.00 92.00' 99.00 105.00 

0.480 0.600 Q.644 0.675 0.550' Q.570 O.5f17-

.4aO .?06 • 949 • 994 • 836 . ,~, .alJ4 

.752 .906 .949 • 994 .• 8~~ . . •. 66' .ea4 

.752 .044 .&74 .899 .759. ;' .767 .' .a10 

The SQl;V~Qe ~h~tge $.8 a X'~(l<;liness-tQ-~E,u;·ve Qbar9' wh~Qh $,IJ' .' 
(lpplic~Q1Q,tQ al~lI\$tet(!dserviQe andtQwhioh~l;JtQ b.e~d.cled. 
thC)"'OJ\~hlY 9~tU~9$QOmp~~e(\ at·~eou,atitlty~~te8.· ... ', . 

, . 
• F~Qm Ta~i(f Sheet 231G-W, ef(eot~ve July 1, 1979. 
f s~t fQX'th J,n (lpp)'J,oan.t's Bxh~b"tl 5-A, p~ge 12-4. . ' 

" 
, 

.- •• . .. .' 
• . , 
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Xn this district, .m'1 .aver~9'e commercial. (business and 
X'esidential.) cns.~er wU.1 use 'about 16,900 Olbie feet of vater , 

per year, or 14 Cef (h'Clldreds, of cubic feet) per mOll~' S'.he 

corresponding 'aSe 'for an aver~9'e i.ndustrial service- in this 

dis~et is 230,000 cubic feet: of water per Ye1Jr, or, l.90 Cc:£ per 
:month. The following Table :a presents a comparison of 2ZlOD.thly 

charges for.an average commercial customer with a s/e x 3/.(-ineh 

meter under present -rates, applicant "s ·proposed- rates and the rates' 
al:l~horizedherein •. .?;he. ,table also pr~ent,s; 'similar comparisons for 

·an average 1n~ustrial service ,with a 2-incn'meter. ' .... 
TABLE :IX 

£omPar'i:sonof Honthl.y Cb.ax:ges 

Item 
Average Commercial CUstonter 

Present :Rates, Monthl.y Charg'e 
Rates Proposed by Applicant: 

Monthly, Charge 
Xncrease OVer Present Rates: 

A:mcnmt' 
Percent 'I~ 

Authorized Rates: 
Monthly Charge 
Increase Over, Present Rates: 

Amount. 
Percent' 

Averaqe' J:nCtustrial service 
Present ltates: 

,Monthly Charge . 
btesProposed. by. Applicant: ' 

Monthly Charge 
Increase OVer Present Rates: 

Amount 
Percent 

, AU,thorl.zed Rates: 
Monthly Cbarge 
Increase 'Over Present Rates: 

Amount, 
Percent 

, 

• ']:980 

$ 1l.82 

15.17 

3 .. 35, 
28'.3'" 

"'l:Lss., 
2.06, 

11'.41.: 

$150.75-

188'.22', 

37.47 
24~9' 

169:.:9S;,' 

. 19:~23 ' 
12.:84 

' '1'981 

$·ll .. 8:2 

15.92 

4.10. " 
34 .. 7~ , 

,",,-

·t4...34· 

2'.52-21'n . " 

$lSO'';'7S~' 

. 197.40' . 

46.;6S:,; 
30'_9~, . 

170.09' . 
2$.:34" 
16.8%':,' 

'1982, 

$11.82 

,'16.66, 

4.84,' 
40'':9\ 

14.78 

2.9): ' 
,'24.5P 

$150:.75-

,'206.90' 

50.15", 
37~Z7.· 

lel~07 

'30.32' 
2O..J.;:: , . 
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Fire Hydrant Agreements 
... 
f 

Section v:rI~ .. 4." "Fire Hydrant. Agreement", < of General Order 

No. lO,3 provides for agree:lent.s oetween the water utility and £ire 

protection agencies which permit the agencies to be'relieve~ of hydrant 

service charges u..",der specific circumstances. Re'cent legislat.ion adds 

Section 2713, e:t£e,ctive. Jw..ua:ry 1, 19'80, to the Public Utilities Code, 

a.",d provides, in part." for free public fire' hydrant service. 

The utility was in£ormed 'by the fire protection' agencies that 

a::J. agreement to p.ay for public fire protection ceased':.a.f't:er De'cem.l)er >1,. 
1979. The ado?~ed rates, theref'ore, include fi:-e protection revenue loss 

of S12,2oo per year in this district .. The COm::lission by 'ResolUtion 

No. 1-213, dated Decemeer 18, 1979 aut.horized water ut:o'it.1es ~'recover 
such £'ire protect.ion revenue losses 'With. a surcharge app.lied,,,to, ,service 

charges. As provided in. Resolution NO'. L-2l3 the surcharge should-' be 

clearly a.."'ld. separately stated on ~he applica..""lt. ~ sbillirig',as a "'Fire· 

f g: 
~ 
f: 
t~ 

~, '" 

t ' 
, , ~ 

Protection Surcharge" p or, ill the alternat.ive, theuti~ity'$h~l provide & 
. ,., , ':<1." 

during calendar year 19S0 a recurring billing: insert. exp~ainin~'the extent f 
to which the increase in the c'C.stomers billing, is, the result, 0,£ 'the, 1 
enac~ent o~ Assembly Bill No. 1653. I 
Resul~ o~ Operatio~ 

W1~nesses ~or applicant ~""ld the CommiSSion staff have analyzed 

a.'"ld estimated applicant ~ s operational results. Smnmarized ,in the 

i"ollowi:lg Table II!, cased upon Pages 1 and 2. of Ex."dbit12, the final 

:-econciliation ,exhi'bi t, are the estimated result,s ot operation tor ,the 

test. years 1980 and 1981, under present rates and under the step rates 

• proposed by applicant £'or tho'se years. 
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Applicant's original estimates were completed in March 

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

exhibit p several ehanges 'took place in rates for such things as 

purchased power and ad valorem taxes. some of which have been 

reflected in offset changes in applicant's rates. Also, addi tiona1 

data became available as to actua.l numbers of customers, plant 

balances, and other recorded data. 

Instea.d of amending the estimated summaries of 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 est1mates. 

~Aen the staff exhibits were distributed, applicant checked the 

staffts independent estimates for reasonableness and adopted those 

• portions on which there were no issues and also 'some portions where 

the impact ~f the potential iSSue was insignificant-. Applicant did 

. ". 

not entirely agree with Some of the staffts adjustments'andesti­

mates of expense and rate base items but, for the purpose of 

expediting the proceeding,pc accepted the staff estimates:_ That 

leaves no issues to be resolved with respect to summary of earnings. 

The staff estimates are shown on Table III. 

-8-
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TAl3t.E III 

• 
stA'FF'S SOMMAltY OF EARNINGS 

SAN CARlOS DIS'l'R.!CT, 'l'EST YEARS 1980 JJ..1) 1981 

. (DollArs in !hoU$ands) 

Item 
. St&fr s· Mjust~4 Estimates' .... 

-
Present 'Rates 

Oper.at1:c$ .:Revezmu 
Operat1:llg.Expeuse.s: 
. Purchased: Water 
h:ch&sed POtIer­
Payroll-D1s::!ct 
Other Oper. & Halnt •• 
01:he.r A. & c. & H:tse. 
M Valo:em. Iazs- l):Utnet 
Payroll T.axu - »1atl:f.Ct 
Deprec1&tion 
Ad Valorem %.axes - C.O. 
Payroll~- c.o. 
o:her Prorates - C.O. 
lSal.cu:1ng. Account Adjust. 

S\1l)~otal. * 
llneol.l.ecdDles 
I.oc.al. :Franc::h:tse %&x 
Ineoa ~ kfore 11:C 
Iuve.sment!'ax Cre<l:tt 
~t.al Operat:fngExpmses 

Net Operadngkvenues 
ltat:e lSase 
ku of lle:tum 

Proposed . btu 
Operat::1ng: ltevcues 

. Opuad.n&: Expmses: 
Subtotal. * 
17Acollecd:bles' 
:Local. Frcu:h:!se %ax 
lnc:ome. -%axes kfore nc 
Investment ~Credit 

%eta! Operat1ng Expensu 
Net ()pent1ng Xevenues 
ltate Base 
late of le.tm:n 

1980 1981· 

. $1.592'.3 

579-.. 2< 
46.S 

141.6 
103.3 

. 10.,0 
59.&· 

• 9'-.7 
134.7 

0.8:· 
3.2 

ll6.3: 
(5.9,. 

1,.l.99.2 
1.4 

23.9' 
49'.4 
(32~2) 

1,241.7 
350.6 , 

4,496 .. 3 
7~80% . 

$2,043.7 

.1~9.2 
1~& 

30.6-
.276.8 

.. (32.2) 
-1,476.2 

567~S 
4,49&.8-
12'.62% 

$,1'.612'.7 . 

585.4' 
. 47~5-
lSl.5-
109:..1. 
10.4 
64.8 
11.1 

14()~5:' 
0.8: 
3.& 

124.z-· . 
!5: .. 9) 

l,244.() 
1 ... ,5. 

24 ... 2-
26 .. 5-

(25.3) 
1,270:.9-

341.&. 
4,664~9' 

7;.33%" 

. $ 2,172.3-. 

1.244.0 
2.0 

32.5-
308.4 
(25.3) 

1,561.& 
·610; .. 7' 

4.664.9/', 
13.09%:' 

-, < 

I St:&ff
9 
s adjusted estimates from ·Exb.1b!1: 12 .. Pages 1 and 2,. Col'allm (e). 

.. Subtotal. of expenses exc:lus!ve of unc:ol.lec:t:O>les. ·local. franc:h!se taxes 
and' income tax i:tem.s. 

(red figure) 

-9-
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Future Sales Levels 

During the 1977 Severe drought in California. applicant's 

customers reduced their water consumption significantly. Applicant 

expects 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 pur­

poseS,. and letting lawns ancl gardens die. Other than during a 

drought,. using clean water for sanitaTY purpOSes and' environmental 

beautification would not be considered nonbeneficial use. 

Applicant expects that other drought-inspired actions 
" 

will have a more pennanent effect on conservation. These :i:ncl ude 
,II, . , 

such things as the' installation of water closet cI:i.sPlacemen~ bottles 

and shower head restrictors 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. Also. applicant'S continual reminders to customers to 

avoid nonbeneficial use should help- keep actual"waste of ,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-drough:t experience,. the 'trend of 

usage can be ~ore readily estimated but at the time applicant's 
'-' 

estimates were being prepared. conswnp-tion data were available 

only through December. 1978. By the time the staff's estima'tes 

were being prepared,. data for another six or Seven: months were 

available.. The later information led the staff to conclude th&t 

-10-
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4It applicant's estimates of consumption levels for the near future 

were significantly low. Applicant has reviewed the staff's use 

of ~e later data and has concluded that the staff's higher esti­

mates of future consumption are reasonable. 

San Carlos City MAnager C. R. Allen presented, in Exhibit 

30 an analysis of water sales,. residual conserva.tion and water 

revenue req,uirements for the San Carlos District. The analysis 

adopted the staff's estimates of commercial sales while estimating 

a somewhat higher level of industrial sales, and a slightly smaller 

level of public authority sales. In his projecting lower industrial 
" 

sales, Mr. Allen emphasized the planned expansion' of electronic 

circuit plating plants in San Carlos as well as current construction 

of new industrial facilities. 

4It Both applicant and the staff.estimated declining trends 

...... ,,4It 

in industrial sales. The staff's estimates ,which were adopted 

by applicant at the beginning of the proceedings, totaledZ3-1,000 

and 233,300 Ccf for the test years 1980 and 1981, respectively. 

San CarlOS· estimate of industrial sales of Z45,OO~ ecf in each 

test year is slightly above the recorded· sales for 1978.. San CarlOS 

argues that it believes it is reasonable to assume that the 1978 

total industrial water use represents the full response of industrial 

water users in. the form of water-conserving plant· and equipment 

adjustm.ents and, therefore ~ no further decline in sales can' be 

expected. 

-11-
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Applicant argues that as costs rise~ the economic'bene­

fits to be gained from reduced water consumption will make further 

conservation expenditures economically feasible for industrial USers. 

While Mr. Allen's projections may prove to be acc~ateinthe long 

term~ what we are concerned with is the short term~. and· there is 

no evidence to conclude that in the near term sales will, approach pre­

drought levels. As testified to by applica.nt's- witnessHouck~ industrial 

sales for the first nine months of 1979 were 2 percent below the sales 

level for the same period in 1978:. The stafftsestima.te"ctsales~ 

including industrial sales~ for 'both test years is reasonable and 
will be adopted. 

Balancing Accounts Adjustment 

Applicant maintains balancing accounts for each of its 

districts ~ pursuant to Section 192.5 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, with the corresponding revenue changes resulting: 

from offset. changes in applicant's rates authorized by the CommiSSion. 

Section 792.S- provides~ in part, that "the 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 subsequent rate adjustment." 

For this district, the offset revenues have been mere than 

the offsettable net increase in expenses. The staff recommends that 

-12-
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~ ~he accumulated $17~60S overcollection as of June 30. 1979' be 

removed from the balancing accounts and amortized for ra~emaking 

pUTPoses during 1980~ 1981~ and 1982. Applicant does no~ object' 

to this~ inasmuch as the 19'5O rates authorized in thiS-proceeding 

Will become effective essentially concurrently With the beginning 

of the amortization period. The amortiZAtion is shown as- a separate 

item in Table III. !he rates authorized in this proceeding include 

a decrease on all sales of $0.0031 per Ccf for 1980 and $O.003Z'per 

Cc£ for 1981 and 198Z, to achieve this amortization. These unit 

charges are·based upon the staff's. sales estimates. 

Pump Efficiencies 

In Decision No. 91.537 dated AFR 2 ~ • relating 

to Application No. SS781~ applicant's Livermore District rate pro-

~ ceeding~ we discussed the issue of pump efficiencies. In the , 

. ~ 

San Carlos District. applicant agrees with this ratemaking adjust­

ment beca.use the overhaul or replacelJle:D.'t of one of the less efficient 

pumps 'Would in all probability be cost-effective. Applicant'has.lnade 

preliminary studies of the required work~ and thus may actually 

realize operating cost savings in the future in the general, magnitude 

of the staff adjustment. 

Depreciation Rates 

Applicant did not take exception to the .. depreciation . 

rates used by the staff in these proceedings. These rates should 

be used by the applicant until such 'time as a new detailed study 
, .. 

is submitted and a change authorized • 

-13-
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Rate of Return 

In the LivermQre District decision. notea above, we 

discussed at SQme length the bases for QUI" recommended findings 

that rates of retuI'll of 10.28. 10.~6·, and 10.SS' percent Qn rate 

base and a uniform 13.2 percent on common equity are 'reasonable 

fQr applicant's operations for the period £rollllS30'through 1982. 

The same discussiQn, and cQnsideration -of quality of servi~e, applies 

to applicant's San Carlos District and need nOot be repeated 'in 

this decision. 

Trend in Rate of Return 

The Livermore District decision also discussed the 

allowance that must be made beyond the 1980 test year £0,1" the 

reduction in ra.te of return on rate base that would otherwise result 

• primarily from continuing changes in expenses and rate base. 

The operational attrition allowance should be the amount 

indicated between the test years 19$0 and 19$1 at present rates. 

The indicated operational attrition betWeen19S0 and 1981, 

~en applying present rates herein to both test years, is 0.47 

percent. The 19S2 rates authorized that attn tion and the financial 

attrition of 0.12 percentdiseussed in the UvermoreDistric1; 

decision. 

-14-



.. 

A. 58783 

• Adopted Summary of Earnings 

The following Table IV is derived from Table III and 

shows the adopted Stmmary of earnings at present rates and at 

the rates authorized herein. 

Table IV will provide a basis for applicant's preparation 
" 

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

increases or decreases t~ offset changes not reflected either in 

the test years 1980 and 1981 or in the operational attrition in 

rate of return on rate base adopted as the basis for the rates 

authorized herein. The purchased water rates used are the S~~ 

schedules which became effective July l~ 1979. The purchased poweT 

rate utilized is the composite Pacific Gas and Electric· Company's 

rate of 4.823 cents per kWh which became effective MaylS, 1979. 

• The composite effect of the assumed rateS· for purchased water and 
power is an ayerage cost of $0 .. 3469 and $0.3467 per Ccf of· water' 

sold~ respectively~ in 1980 and 1981. The district ad valorem 

tax rate is the asswed rate of 1.042 percent of est'imated' "'market 

value" used for assessment pUTPoses, which is the Tate estimated to 

be applicable to the fiscal year 1978 ... 79 and is equivalent to- l'.06S,~ 

1.106, and 1.148 percent of beginning-of-year net plant plus materials 

and supplies for 'the fiscal years 1979'-8"0. 198.0-31. and 1981-82'.,.. 

respectively. The conesponding eq,uivalent rate for prorated 

general office ad valorem taxes is 1.231 pe-rcent' oftrmaTlcet value·' 

and 1.163" 1.Z21. and 1.Z~S" peTcentfor the three fiscal years: . 

-15-
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• The local franchise tax rate; is the 1979 rate of 1.498 ~rcent 
of gross revenues. The income tax rates are the 9'.& percent 

state and 46 percent (with in'termediatesteps) , federal rates . 

• 
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ADOPTED SUMMA'RX OF WmQS._ 
SJ.:N CAR.LOS DISIR.ICT, TEST YEARS 1980 AND 1981 

CDoll..ars 1n lhous&<ts) 

Item -
Present ltaus 

Operat1xl,g Reveuues 
Operating E:lcpem.es: 

FurehasedYater 
Purc:hasedPQ'(olt:r 
P'.ayroU - D:tstdct 
Otber Oper.. & Ma.:tnt.. ., 

. 

Othu' .Mnrtn't$tr.a.~ve & General & M:f.s.c. 
MVaJ.rn:emTues - Dist%iet 
Payroll: T~ - Distrlct 
Depred.atioa. 
M' Valorem 'l'.axes - C .. O .. 
P'ayron 7axes - C .. O. 
01:her Proutes - C .. O. 
Balanc::£:t.lgAcco\1Dt Adjustment 

Subtotal* 
UncoUecd.bles 
I.oc:a1 Franchise Xu 
InCO.lle Taxes 'lSefore nc 
ItrgestmentTax Cred1t 

To1:.al. . Operat1ng Expenses 
Net OpeX'Zting Revenues 
ltate :Base' 
Rate of :Return 

Autbor1zed Ra~es 
opera.~ k'Venues 
. Operat1n: Expenses= 

SubtoUl* . 
Unc:oUect::tbles 
I.ocal. Fr~ch!se %ax 
Income 1'.axes 3efore r.rc 
Investment. 7.aX Credit . 

1:0=1 Operat'tngExpenses 
Net Operating. :Revenues 
bte :Base 
ltate of~ 

Average Serv:tcC$ 
Sales - XCef 

579'_2 
46 .. 5-

141 .. 6 
103.3> 
10~O: .' 
S9~S; 

9'.7 
134 .. 7" 

O~8: 

3 .. 2 
116.3: 

. ~.9) 
1.".2: . 

i~4 
23 .. 9' 
49' .. 4 

(32.2) 
1 .. 241 ... 7 
. ~ 350.6-
4.496.8' 

7.80%, 

$1.824.&' . 

·1,J.99" .. 2 
1_6 

27 .. 4. 
. 166.'5· 

(32 .. 2), 
1 .. 362-5-

462';'3 . 
4~496 .. 8· 

10 ... 28% 
9' .. 057', 
1 .. 80)' .. 6-

1981 -
$l. .. 612~7·: 

585.4 
'41.5·.:,· 
lSLS' 
lO!t~.l: ... 
10;4' .' 
64:;':&:'. 
l1 .. l.:' 
140~$ . 

. O;;..s:' . 
3.6" 

124~:i~ 
. (S:.9),,· 

1,.Z44.C> . 
,···~S 

24.2. 
26 .. 5-

. (25.3).' 
,1.270'._9:'i,' ) • 

··341;'8 .. 
4,664.9''­

·7:..33%.··· 

$l.9·I6~3· 

12~O-:· 
.. '. !.' 

1: .. $';,: 
28'.3" 

1.79":'&. ' 
(25;3-):." 

1,.428:.9' 
4Si~~/' 

4.664~9'/·· 
lO .. 46%:.·' 

9' 135: , . '. 
1 .. 828':3 

.... * Subtotal. of expenses exclusi.ve of uncollectil>les~ local £ranc:hUe taxes and 
inc:ome t:ax ~tems. .' 

(red figure) 
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A. 58783 

Rate Spread 

The Livermore District decision,. supra,. discussed t.he 

equitable distribution of the revenue requirement among, the 

various components of the rate structure. We concluded that an 

appropriate rate structure should include a, "lifeline" :con~ept 

with a three-block quantity rate consisting of: a, 300·cu.ft. life­

line block priced a"t the lowest quantity rate,. a 29,..700 cU'.f't. 

second block priced at the highest. quant.ity rat.e,. and a tail block 

for all usage in excess of 30,.000 cu.ft.. per month priced at a 

rate between that charged for the first two 1>1ocks. "Further,. we 

conCluded that increases in the monthly service charge rates, fO'r 

ot.her than the S/8 x 3/4 inchmet.er should be limited: toa maximum 

of twice the increase authorized herein or about Z9 percent in 
I 

1980,. and 7 percent for t.he 1981 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, decision. 

Those same conclUSions apply to the San Carlos Dist.rict .. 

Other Items 

The discussion o£ applicant's conservation program in. 

the Livermore Dis"tric"t decision,. supra,. applies also to·, th.e 

San Carlos Dist.rict.. 

Miscellaneous other points were raised in statements 

made by members of the public at the meet.ing on Septem1>er,-7,.. 1979,. 

including the concept that granting of compensatory rate increases' 

by the Commission would "completely remove any risk of investment .'ff 

-18-
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In Decision No. 89528, dated October 17, 19"78- in 

Application No. 57328, applicant's last Stockton District proceeding 

we stated: 

"In regard to the 'guaranteed return' on a 
utility stockholderts investment, the Co~ssion 
is legally required to establish rates which give 
the utility a reasonable op~ortunity to earn a 
return equal to that enjoye by other investors in 
projects with comparable risks and opportunities. 
Our ratemaking procedure does not guarantee a 
return. Rather, we fix rates baSed on estimates 
of revenues and expenses in the near term future. 
If the estimates we adopt are too opt'imistic or 
if unforeseen events such as a drought occur, a 
utility will temporarily earn less, possibly 
significantly less than a fair return. Applicant 
claims that the drought and related conservation 
measures caused it to absorb a revenue shortfall 
of over half a million dollars (over~~.six mo:c.ths 
net return at present rates) before the drought 
surcharge was instituted. 

"Wb:Oe it is not unkno~-n for utilities, either 
because of unduly pessimistic estimates or by 
extra efficiencies, to achieve higher earnings 
than intended, such situations are usually only, 
temporary with the benef! ts being" qui"ckly eroded:' 
by inflation." , '" 

Also, the step-rate procedure adopted, by theCoaission 

does not guarantee applicant's earnings. If the actual earnings 

are somewhat higher than estimated for the test yea,Ts, applicant 

must forego all or part of the st,ep increase tentatively authorized 

for the subsequent year. However, if 'the actual earnings-are some­

what lower than esti:ated, applicant cannot increase its step rates 

above those tentatively authorized. Applicant has agreed that 

this' "one-way street'~ is an appropriate risk for it to. bear> 

-19-
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• Wage and Price Standards 

• 

... 

By Resolution No.. M-4704 dated January 30. 1'9'79,. the 

Commission ordered all utilities and regulated entities requesting 

general rate increases to subndt an exhibit to accompany their 

applications to show whether the req,uested 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 established guidelines~ 

Findings o£Fact 

1. Applicant's water quality ... conservation program" 
, 

and'service are satisfactory • 

2. Applicant is in need:' of additional revenues, but 

the rates requested would· produce an excessive rate of return. 

3. The a.dopted estimates ... previOUSly discussed herein" 

of operating revenues,. operating expenses,. and rate base fO'r the 

test years 1980 and 1981 and· an annual fixed-rate decline of 

0.47 percent in rate of return into 198:2 due to' operational 

attrition reasonably indicate the results of applicant's operations 

for the near future. 

4. Rates of return of 10 .. 28" ... 10.46~a.nd 10.;58 percent, 

respectively ... on applicant's rate base for 1980,. 1981,. and 1982 

are reasonable. The related retUTn On common equity each year is 

13.2 percent. This will rectuire an increase of $23Z,.SOO, or 14.6-

percent,. in annual revenues for 1980; a furtherincreas:eof $68~400,. 

-20-
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• or 3;7 percent, for 1981; and a further increase o£ $57;JiOO~or 

3.0 percent. for 1982. 

S. '!he type of ra.te spread hercinbefore discussed is 

reasonable. 

&. The increases in rates and chaiges authorized herein 

arc justified; the rates and chArges authoriz.ed herein are reason~ple; 
>~ 

and the present rates and charges,. inso£301' as they differ fr,o'tIt those 

prescribed herein. arc for the future unjust and U1ll'easonab,le. 

7. The offset increasos authorized in Appendix B should 

be appropriate'ly modified in the event the rate-of return on rate 
, .' '. ' 

base, adj~ted to reflect the rates then in effect and normal rate-

maldng~adjustments for the twelve months ended Septelllber 3-0, 198,0. 

andlor September 3-0 p 1981 exceeds the lower .0£ (a.) the rate- 0<£ return 

• found reasona1>le by the Collllllission for applicant during the corresponding 

period in the most recent rate decision or (bJ 10,.28" percent for 198·0' 

and lO.4& percent for 19S1. 

• 

Conclusions o~ Law 

.. 1. The applicat.ion should be granted t,o.·the extent provided· 

by the follo~~ng order. 

2. Bec~use of the immedia.te nee<i for .additional revenue the 

effective date of the order should be the dat.e thereof. 

INTERIM ORDER 

IT IS ORDERED that: 

1. After the effective date of this orc.er,.a.pp1icant: . 

California W::Ltc%' Service Comp::Lny is auth¢rized to file fo'r its 

/. 

San Carlos District the revised rate schedule'a~tached to; this. order 

as Appendix A. Such fi1i:l.g shall comply with General O:rderNo'w S6-A. 

-21-
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The effective date of the revised schedule shall oe four days 

after the date o! filing. The revised. schedule shall: apply only to 

service rendered on and after the effective da~e thereof. 

z. On or after November 15, 19$0, applicant-is authorized to 

file a:l. advice letter 'With appropr-late work papers requ~s-eing .the step 

rate in.creases· at-tached to this o:r:der as Appendix B or to: rile a lesser 

increase which. includes a u.:l:i£orm cents per hundred cubic feet. o~ water, 

adjustment f'ror::. Appendix B 1..'"1 the event that the San Carlos District. 

rat.e of retUr:l on ra-:e base, adjusted to reflect· the rates then in 

effect :me. normal ra'te:::laki:lg adjust:n.entsfor the twelve months ended 

Septe:noer 30, 1980, exceeds the lower of (a) the rate. or' retum found 

reasonable by the Co:::::nission £or applic~t.· durin.g the corresponding 
, . . . . 

period in the then cost recent rate. decision or (b) 10 .. 28 p~reent. 

Such :tiling shall comply with General Order No:. 96-A. Therequest.-ed 

step rat-es shall be reviewed and, if appropriate, approved' by' the. staf! 
• , I ' I' 

prior to becoming effective. The e££eetive da~e of' t.herevised schedule 

shall be no sooner th3n Jan"C.ary l~ 19S1, or thirty days' a.ft.ert.he ril~ng 
. . 

of the step rates, whichever comes later. The revised sched'll'e shall' 

apply to service re:ldered on. a....""ld 31"t.er the e!!ectivedat.e· 'there or ~ 
3. On or a!'t,er Nove:::.ber 15·,19S1, . applica.""lt is a.uthori~ed to 

tile an advice lett.er mth appropriate work papers, requesting the step 

rate increases attached to this order. as App·e:ldix B or to file a lesser 

increase which includes a·uni!or.m cents per hundred cubic~ee~ or wa~r 

adjustme::lt from Appendix 3 in. the event. that t.ne San Carlos District· 

rate of retu...'""n on rate base, adjusted to reflect the rat-es :then in 

e!fect and nor.:nal ratetlaking adjust:ne..'"1ts for the twelvemonths' 

ended September 301' 19S1, exceeds the 10·lIer or (a) thera:t.e' of" 

-22-
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, • return found reasonable by the Commission for applicant. during 

the corresponding period in the t.he:i most recent rate' decision or 

(b) 10.46 p~rcent. Such filing shall comply mth General Order No. 

96-A. Tbe requested step rates shall be reviewed and, if appropriate, . 

approved by the staff prior to becoming el'f'ective.' The etfectiv~ date, 
" ,'/ 

of the revised scbed1.lle shall be' no sooner than Januarvl, 19'52,. or . '. 
, . ,..,'., . 

thirty days af"ter the filing of the step rates, whichever comes later .. 

The revised schedule shall apply only to service rendered on and 

after the effective date thereo£. 

. 4. This proceeding will be held open in order to· , 

determine Whet-her the rat-e designs for (/ft' and 19SZ"adopted 

herein are 

• promote conservation. 

The effective date'o£ this order is' the date hereo£". 
&8R2 Dat-ed ___ ,..-_____ ~ __ 

Comissionor Cla.1rGT.Dodrlek. being 
,";','"'ll0'e00,sar1lya.bsont .. d1<! not.'po.rt!c1~to, 
"": ~'''the"die:pos1 tion '~thl.zJ,?rO¢eod~., . . . '. . . 
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A. 58783 * APPENDIX A 

Schedule No. SC-l 
I 

S:J.n Carlo~q Tariff Area 

APPLICABILITY 

Applicable to. all metered water service .. 

TERRITORY 

San Carlos aId vid.m:ty ~ San Mateo- County. 

RATES 

Service Cbarge: 

For 5/8 x 3/4-ineh meter .................... . 
For. 3/4-inChmcter ................ . 
For l-inch-meter ................ . 
For li-inch meter' ................. .. 
For 2-1neh meter .............. __ •.••••. 
For 3-inch meter .......................... . 
For 4-i:lcb ... meter ......................... . 
For 6-inch meter .................... __ • 
For 8-ineh meter ............. _ .............. .. 
For lO-ineb. meter· ........... ,.,. • ....... ., 

QQanti ty Rates: 

Pel:' Meter 
Per Month'. 

$ 2.94: eX) 
4.70· 
6 .. 40:' 
·9.00.· 

11.65' 
21 ... 3-5-
29'.10,. 
48' .. SO 
71 .. 80.. ., 
89'~3()' (X) . 

Fire Protec'd.on 
Revenue i,I.oss " . 

SU'%'eharg~ 

'. S '0;09~ ..... (N) 
.lS·, 
.. 20, 
..2> 
.3$0, 
.65,' . 
...90: 

I ... SO, 
2 .. 20: 
2 .. 70: " (N) 

For the first 300 cu.ft •• per 100 cu .. £t ............. . 
For the next 29,700 eu.ft •• per 100 cu.ft ................. . 
For, allover 30,000 cu..ft .. , per 100 cu..£'t ............ . 

0.550 0:) (X)· 
..836 I I 
..759 (I) (X) 

!'he Service Charge is a :r:eadiness-to-se:r:ve cha.rge' 
\lhieh is applicable to- all mete::ect seIVice.:md to 
\lhic:h is to be Oldded the monthly charge conputed . 
at the Qaantity R3.tes. 

SPECIAL CO~'l)moNS: (N) 

1.. Fi-re protection revenue loss ~e collection by ~e u"!ili'Cy is 
subject to :reftmd· penc:ii.ng ~CW' by the Public Utilities Coalmission. 

2. Fire proteCtion revenue loss sureh.'3.rge to- ~ clearly and separately 
stated on uti lit7 , s billing as ~ "fire- protection sure~'· or fully cxpl.ain.ed 
in a billing insert ~th. each calendar year 1980 CUS1:omer bill.. (N) 

\ 
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San Carlos Tariff Area, 

Each of the follow1ug increases in rates may be put into effect on the 
indicated date by f:tl.i:l::tg a rate sc::hedule wh1ch adds the appropriate increase to-
the rates which would otherw:tse be in effect on that date~ , , 

Serv1c:eCl.arge: 

For 5/8 x 3/4-iUch meter 
For 3/4-hch, meter 

For 1-1nc:h meter 
For lh-i:D.c:h. meter 

. 
For, 2-1nehmeter 

For 3-:l.nc:b.meter 

For 4-1:D.c:h, 'meter 

For 6-i.uc:h: 1Deter 

For 8-inch 'meter 

:For 1o-:lnch meter 

Quantity Rates: . 
For the f1rst 300 cu.ft •• per 100 eu.ft. 
For the next 29.700 cu. ft. • per 100 cu.f!:. 

For all over 30.000 cu. ft •• per 100 <:u..£t. 

" 

Rates 1:<> be Effective ' 

$ 0.11 

:",35~' 

.So' 

.65 " 

1.00 

1.00 

2~00: 
, . , 

3.00 

5.00." 
, 7.00',-

0.020 

O.~' 

0.028 

, , 

',' $ 0.;.10 

, .30' 

.so:- ' 

.60, 

1.;.00:' 
, ' 

1.00 

2 .. 00:" 

, 3.oo~1 
, 5.00:' ' 

6-.00~ , • 

0.017 
O.O2l, 

0.02:): 


