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Decision Ko. 91540 . -- APR 2 .. ' t. f r',. _ . 't' • It·! ...... I'll' 
\'0 u U L ~ Li i.l ~ ffiJ r· .. 

BEFORE !HE PUBLIC UTILITIES COMMISSION OF !HE STAJ;'E OF CAl,IFOR.'",rIA 

In the Y.atter of the Application 
o,fCALIFORN.IA, WAtER SERVICECOMPA}.."y ~ 
a cO:rp¢ra.:tion~ for an order 
authorizing it to inereaserates 
charged' £o'r wa te:' s¢rvicein the 
East LO<$ Angeles Dist'I"ict. 

) 
) 
) 
) 
) 
) 

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

App1ic:i:tion -,No;. 'S3&00 ' 
(Filed April 12,:_ 1:979): . 

McCutchen,. Doyle ~ B:ro .... 'n & Enersen~ by' 
A. CraWford Greene, Attorney a.t Law, and 
Donald L. Houck,. fo'I" applicant. 

Donald F. McLcan~ Jr.: Attorney at Law, !or 
C1. ty 0:1: Sa.n Ciilos" protestant. 

Elinore C. Morgan r Attorney at Law, and 
A. V.· Garde: for the Commission staff. 

INTERIM OPTh'"ION 

Applicant California Water Service Company seeks 

authori:y to inc:'c:l.se rates for W:l. tel" service in its Eas,t' to,s 

Angeles District. The proposed annual step rates through the year 

1982 would increase annual revenues by 510:0,400, (14 percent) in 

1980, and' by additional amounts o-f $181,600 (3 percent) :in19S:l 

and $151,500 (3 percent) in 1982. 

Pursuant to the "R.egulatory Lag Plan" a<iop'ted by 

Commission Resolution No. M-470'S ~ dated Apl"il 24, -1979, an informal 

public meeting W3.S held by the Commission staff in Montebello on 

September 4, 1919. Notice of the meetingh:td been published in:-. -
Y' 

accordance with the stafff's instructions_ Additional n~tice,~as 
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~ provided by a press release printed by the local newspapers. 

No customers attended the meeting. 

Public hearings 'Were held on a consolida.ted record with 

prOCeedingSYinVolving four other districts of applicant before 

Administrative Law Judge :Banks in Los Angeles on Oct~1>er16, .1979,. 

and in San Francisco on October 18,. 29,. 30, 31 and November 1 and 

Z,. 1979.. Copies of the application had been served; ll.e>tice 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 a:nd Procedure .. 

No East Los Angeles District customers a.ppeared at the hearing 

reserved for public witnesses in Los .A:o.geles.. theilapplication~as 
.II. 

·1 

submitted as of November 2,. 1979',. subject to receipt eyf'briefs from 

~ any of the pa.rties by November 26,. 19'79.' :Briefs were filed by 

applicant and the staff on that· date and by the City o£ san Carlos 

(San Carlos) on November 28,. 1979. 

• 

In support of the requests for rate relief in-the five 

districts,. applicant presented testimony of its vice president a 

chief financial officer and treasurer,. and 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. 

17 The consoll.aated proceedl.ngs are AppIl.catl.ons Nos. Sa7S!,. 5i7SZ, 
5878-3, 58300,. and SSSZ6 involving, -respectivelY,. applicant t.s 
Livermore,. Los Altos-Suburban,.. San Carlos, Eas-tLosAngeles,. 
and Palos Verdes Districts • 
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San carlos introduced evidence through its city manager and a 

• consul tant economist. 

• 

••• 

Service Area and Water System 
I, 

. Applicant owns and operates water systems in ZO'districts 

in California. Its East Los Angeles District includes the incor­

porated city of Commerce, fringe sections of the cities of Montebello 

and Vernon, and unincorporated portions of Los Angeles County 

adjacent to those communities. Some of the terrain is relatively 

flat but the service area also includes hills wi'~h elevations~ 
leo .,.. 

ranging from approximately 145 to 632 feet above sea level. The 

population within the area served is estimated' at 8s..~SOO. 

Water for the East Los Angeles District is obtained from 

two sources: imported water plus local ground water. There are 

three metered connections from feeder mains of the·Met%'opolitan 

Water District of Southern California ~~) through Central Basin 

MuniCipal Water District (CBMWD). Those aTe supplemen.ted by water 

from 28 company-o"''D.e~ local wells. Water from all sou%'ces is . 

delivered to the distribution system by a combination of. direct 

delivery to the syste1ll and delivery into' storage tanks with subse­

quent boosting. Nine separate pTessure zones are required to 

serve the area, due to the topography. The electrically powered 

booster stations are equipped with connections which permit the 
use of portable gasoline-powered booster pumps,. one of which is 
permanently stationed in the district, with others being'available 

at other districts on relatively short notice • 
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The transmission and distribution System includes about 

~ 267 miles of mains, ranging in size up to 24 inches,. and approxi­

mately 19.8 million gallons of storage capacity. There are about 

25,200 metered, services,. 490 private fiTe protection services and 

1,880 public fire hydrants. 

~ 

". 

Service 

There were no informal complaints to the Commission 

from this district between July 1,. 1978 and July 30,,197S. The 

staff investigation showed that customer complaints received at 

appl icant 's district office were quickly resol yed ~ The, absence 0'£ 

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 p,ublic fire 

hydrant service. 

Applicant proposes to increase its rates for general 

metered service. The following Table 1 presents a comparison ~f 

applicant's present and proposed general metered service rates' 

along with those authorized herein. 
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' • EAST LOS LES DISTRICT ~ 
COMPARISON OF MONTHbY RATES .~ 
Presont* 'E~Q~oSQd Bates' Authorized Rates 

Se~vioe Chargo. 
For 5/G x 3/4-inoh mote~ 
For 3/4-inoh metor 
For . l-inoh moter 
For 1-1/2~inoh mater 
ro~ 2-inoh meter 
For 3-inoh meter 
For . 4-1noh meter 
For 6-1noh mete~ 
For a-inoh metor 
For lO-inoh meter 

Quantity R~tesl 
Fo~ tho f;irst 300 CUt~t., 

•• • 
• • • 

• •• 
• • • • 
• •••• 
• • • • 

• • • • • 
• • t •• 

• t •• 

'.' . , . 
per 100 ou.ft ••• I •••••••••• 

'FQ~ the noxt 200 au.ft., , 
pal: 100 Ol,l. ft, • ~., •••••••••• 

Fo~ the next 29,500 Qu.ft., 
per 100 cu. ft. ., •••• , •••••• 

Fo~ allover 30,000 Qu.(t., 
per 100 OUt ft. f It t' .......... . 

Rates 1980 1981· 1982 
~r • ----.. 1. 

$ 4.22 
5.37 
7.32 

1,0.26 
).3.19 
24.40· 

. 33.18 
$5.14 
6)',96 

101.S0 

0.371 

.400 

.449 

.449 

$ 4.37. 
7.00 . 
9.50 

13.50 
18.00 
32.00 
43.00 
72.00 

107,00 
132.00 

0,385 

• 530 

.530 

.494 

$ 4.50· 
7,_ 25 
9.90 

14~20 
19.00 
33.00 
45.00' 
74.00 

110.00 
1~7.00 

0.397 

.548 

.548 

.505 

$ 4.62 
, 7.$0 

. 10.20 
14.60 
20.0Q 

. 34.00 
46.00 
71.00 

1;1.4.00 
142.00 

0.408 

.564 

.564 

.513 

1980 

$ 4.2~ 
6.20 
6.$0 

, 1.90 
1.5.00 
2~.00 
)a.oo 
64.00 
95.00 

n6.00 

0,371 

.500 . 

.500 

.473 

The ServJ.oo Char:g.eJ,s. aJ;(la(l1.~$8s-to-serve. oha,~9~ whioh, ia ., 
appl~o{1~lQtQ~~l. me.t.~r:~d. SQ~V~(H) ~nd. t,Q",olQA ~s. tQ be ~dc1(!d 
th,e rnQ.nthl.yQh~~9.0 99mlhlte(!:a,t~ho9\tant~t;.Y·Ra~es. .' i' . ..., :, 

. - > ~ . . . - ~ - _. . . - - . .• _. 

* F~Of\\ 'J:'l;\riff Sheet 2339;"W,· o£feot;,lveSeptQm}:)ol: 1, 1979. .,' 
f $et. foX'th ,to appli.oant I s £~h~blt.G·-'A': pa9~ 12-4. .. 

, ,. . '.. . : . ., ' 

1981 

$ 4,26 
6,60 
9.00 
I~.~ 
16,00 
30.00 
40.00 
68,00 

101.00 
125,00 

•.. '\. 

0.375 

.518 

.5'6 

.491 

1982 

$4,)8 
6.95 
9.50 

·1),)0 
17,00 
32.00 
4~.OO 
72.00 
10~.OO 
131.00 

0.3U 

.521· 

.~29 

.501 

.. 
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In this district, an aver~ge eommercl.a~ (bu$ines~ and 
residential) customer will use abOut 24,000 ctlbiefeei: of water 

" . 
per year, or 20 Ccf (hunW;eds of cubic feet},. per month.: ~e " 

corresponding use 'for an average industrial service in 1::hi.S . ' 
d:istrict is 600 ,000 cubic feet o£ water per year, or. 500 Ce£ per 

month- The £ollowing- 'l"able :r:t pre~ts a comparison of mon~y 
charges £or an average commere:i.al. Customer with 45/8: X 3/4-inch 

meter unc1er present r~tes) .a:ppli'ca~~ ~~. pr9posed rates: and the rates 
authorizea herein •. , The ~able also presents similar eom~arisons for. 

• • .0, 

an average industriai service ~~h a 4-ineh mecer. . 
. ~ 

. 
Co:::tparison of Monthly Charqes 

Item 
Average Commercial: Cttstottler 

Present Rates, Monthl.y Charge 
RatesP:roposed by Applicant: 

Monthly Cha%ge 
Increase OVer Present Ra:t::.es: 

Antonnt 
Pe:t'cent 

Authorized Rates: 
Monthly Charge 
Increase Over Present Rates: 
Am~c 
Percent:, 

Ave:rage Industria.l: 'Service 
Present Rates:· 

Monthly Charge 
Rates Proposed by Applicant: 

Monthly.ChaJ:ge 
Increase Over Present Rates: 

AmOtmt 
Percent 

Authorized Rates': 
Morich-ly Charge 
Inc=ease Over Present Rates: 

A!mount 
P1ercene 

I 
~ 

• "l:980 ~ '1.981 

$ lZ .. a7 $ 12.87 

14 .. 54 15 .. 0l. 

1.67· 2:.l4 .' 
l3,:'O,\ 16~&t,·.' 

13.83- 14'.19: .,. 
. ," 

.96, 1.32 
7 .. 5~ 10.3%, 

$257.35 $257.35·' 

300.36 .- 309~9S ' 

.t.3.01 : 52.&0,. 
16 .. 7%-. 20~4' 

~ 

282.2f 293 .. 17: 

24.86, 35;.82 
9 .. 7%, 13.% 

" 

" " . . -. 

. 1982-

$12.87. 

150.43 

,2.;.5&-
. '19_9\ 

14.5>., 

16$, .. . 

l2.~.' 

., 

$257·.3S 

317.33:· 

59.98:-
23: .. 3%,' 

,. 

3Ol:.47: ... 

4t:; , 
l'"fr"', 

. 
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Fire Hydrant Agreements 

Section VIII .. 4" t~ire Hydrant Agreement" tt of General 

Order No .. 103 provides for agreements between ~he water utility and: 

fire protection agencies which permit the agen.cies to: be ,relieved 

of hydrant service charges under specific circumstances .. , Recent 

legisla.tion a.dds Section Z713" effective January 1" ISS:O"to the 

Public Utilities Code" and provides " in part p fO'1' free' pub-lie . 

fire hydrant service .. 

, In the East Los Angeles District" some of the monthly 

fire hydrant charges have already been discontinued PUTsuaut to 

agreements conforming with the re~uirements of General Order No .. 103.' 

The change in the Public Utilities Code thus results ina potential 

additional hydrant revenue loss of only about $4,600 pel" year in 
• this district.. '!'he staff recommended that applicant file an advice 

. -. 

letter to offset that additional revenue loss When such loss 

becomes established.. The swnmary of earnings adopted herein there­

fore inCludes fire hydrant revenues as though. the hydrant charges 

will continue for these agencies not yet covered~ by an, agreement. 

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 2 of Exhibit. 13,,'. 

the final reconciliation exhibit, modified by the staff's· rate. . 

base stipulation". are the estimated results of operation for:the· 

test years lSSO and19S1, under present rates and, under the s'tep 

rates proposed by applicant for those years • 
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,. • Applicant t s original estimates were completed in March o£ 

• 

, .• 

, 

1979. Between then and the completion date of thesta£f's exhibit, 

several changes toole 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~ additional ~ata became available 

as to actual numbers of customers, plant balances~ andotheT re.corded 

data. 

Instead 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 advisedoi'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 on which theTe were no issues 

and also some portions where the i1nPact of the potential issue;' was 

felt to, be insignificant. Applicant did not entirely agree with 

some of the staff's adjustments and estimates of expense ,items 

but,. for the purpose of expediting the proeeedinzs,. did no,'!: take 

issue with the staff in regard to those particular items. Two, 

issues to be resolved with respect to summary of earnings related 

to (1) the staff's adjustment for pump efficiencies and. C2J,the 

staff's estimates of rate base items and related expenses., 

At the hearing, how~ver,. the issue of rate base items and 

related expenses was resolved after staff review of applica.nt's 

and its own work papers and. concluded that applicant's rateibase 

estimates were reasonable., !he effect of theplllnp efficiency is.sue, 

is shown on Table III. 

-8.-
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TABLE III 

(Page 1 of 2) 
RECONCILIATION OF' APPLlCAN1'·S A."m' S'l'AFl"'S SUMMARY OF EARN!NCS 

EAST LOS ~G&LES DlS!RlC'l'.. 'rES!' YEAR 1980' 

(Dollars .in 'l'housands) 

Applicant 's: Effe<:t Staff's .. 
.. Adjusted' of Adjus.ted 

Item Esdmates.· Issue " 'Estima~e5 

(a> (I:» (c);;·' 
~esent Rates. 

Operating Revenues $ . .s~234 .. 0 $ -. $ $~234.0' . 
, "' .... 

Ope-rating.Expens.es: ~,'. 

PurehasedWater lpl1S~9 1 .. 115'~~' 
ReplenishmeTlt' . Assessment 239.$ . 239-':5-" 
Purchased ,Power 400';'9- .' (12.2) 3S8:~i:. 
Payroll";'.District 702,;.6- 702.;6-
OcherO~r. & M.aint~ ZS7~7' 2~i .. 7· 
Other A.'& G& Mise:" 42' .. 1 42 .. '1.:. 
Ad Valorem !axes - District 174.,$, . ,174~'.s' . 
Business Licenses 0.$ - O:,;;,s', , 
Payroll 'taxes - D:tstrict 48 .. 2' . 4&~2" 

Depreciation . 361.7 ' 3~1_7, 

Ad Valorem Taxes - C.O. 2.6 2.& . ' 
Payroll 'taxes -c.o. 10.6 10.6: 
Other Prorates - C.O. 3&7''.8 3&i.~S. . 
3alancin~ Account Adjustment (26.1) - (26~.'t) 

Subtota.1* 3-.71&.8 (12.2) :>'706.6, 
'Loeal.FranchiseTax 8$ .. 7 85-~7.·· 

IneomeTaxes Before ITC 34i~9" 6.2' . 354.t· 
Investment Tax Credit (&7~7) - (67:"7)' 

Total Operatingtxpenses 4.084 .. 7 (n) 4 9 07a:. .. 7" ' 
N~c Operating Revenues 1,149~3 . 6-~0 1.lS$~=>· 
Rate Base 13-,.126-.0 lJ.,.126~0' 

Rat:e of. Return 8.76~ . 0.047- 8~1.. 

Propose<1 Rates 
Operating Revenues $ ~~974.8- $ ~,.974 .. 8, . 
Operating Expenses: 

$(12'.2) Subt:ot:al'* 3,.718.8, 3,.706-.6 
Local Franchise Tax 97.8 97.8 
Income Taxes Before I~C 720.9 6-~2 7Z7'~1 

Invesement: Tax Credit (67.'7) (67~7) 

Tot:al'Oper~ting Expenses 4,.469.8- (6-.0) 4,.463.8 
.Net Operae1ng Revenues ' 1,.50$ .. 0', 6-.0- 1,.$11;.0' 
Rs.ce Base 1),.126.0 13.12& .. 0· 
Rate of Ret:unt 1l .. 4n 0.047- ll~Sli. 

(a) Applieanc·:s. adjusted estimates" Column (c:) minus Column (b) .. 
(b) Starr's pUrtlJ> t"fficiency adjustments not concurr~d in by applicant. 
(c) Staf!~s adjust~d c-stirnatcs from Exhibit. 13-. Page 1,. Co1unn'1' (£). 

modi£:tc:d by sta!t·s .doption Qr ~pplic"nt's rate base ~>e1tnat:es. 

'* Subtot.l of expenses exclusive of vncollect:1bles, loeal franchise' 
taxes~ and incom~ tax it:ems. 

" 



' .-'" 
. '. 

(a) Applic.ant's, adjusted estimates, Column (c.) minus Column 0». 
(b) Staff·s pump effic.iency adjustments not concurred in by ~p~licant. 
(c) Sta!!·s ~djusted esti~tes from Exhibit ll~ Page 2. Column (f)~ 

modified by staff·s ~doption of app11cant·s rate base est1mates~ 

-If Suototill of expenses exclusive of uncollec.t1bles,.. local franch{~; . 
taxes. and income tax 1eems'. ' I 

(rect figure) 
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FntureSales Levels 

During the 1977 severe drought in California, applicantts 

customers reduced their water consumption significantly. Applican~ 

feels that some of the extreme drought-inspired measureS taken by 

customers cannot reasonably be expected to continue fully after the 

drought. !hese 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 purpose.s and environmental 

beautification would not be considerednonbene£icial use. 

Applicant expects that other drought-inspired actions will 

have a more permanent effect on conservation. These include such 

things as the ius'tallation of water closet displacement bottles and 

shower head restrictors provided by app1icant~ the conversion of: 

conven'tiona1 lawns and gardens to native shrubs, or rock gardens,. 

and the installation of water-recircu1a.ting "systems by industrial 

customers. Applicant states that it will continue to remind 

customers to avoid nonbeneficial use which should 'help' keep actual 

waste of wa.ter to a minimUl:l. 

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 
',Of, 

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, lS7S. By the time the sta'ff'.s. 

-11-
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estimates were being prepared, data for another six or seven 

months were available. The later information l~d the-staff to 

conclude that applicant's estimates of consumption levels for the 
near future were significantly low. Applicant reviewed the staff"s 

use of the lateI" available data and has- concluded that the staff's 

estimates of future consumption are reasonable. 

Balancing Aceounts Adjustment 

Appli'cant maintains balancing accounts for each -of 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, with the corresponding revenue changes, 

resulting from offset changes in applicant's rates authorized,by 

• the Commission. Section 79Z.Sprovides, 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 tht- 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 $78,l7Z overcollection as of June 30~ 1979 be 

removed from the balancing accounts and amortized for ratemaking 

purposes during 1980, 19S1 and 19S2. Applicant does "not .obJ e,ct to 

.', 

this procedure, inasmuch as- the 1980 rat.eS authorized ill' thisp~oceeding,­

will become effective essentially concurrently with the beginning 

-12-
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of the amortization period. The 'amortization is shown as a 

separate item in Table III. The rates authorized in this proceeding 

include a decrease on all sales of $O.003lper Ccf for 1980~ 1981,. 

and 1982 to achieve this amortization. These unit charges are 

based upon the staff's sales estimates:. 

Pump Efficiencies 

In Decision No .. __ 9_1_!i_3_7 ___ relating to Application No. 

5878l~ applicant's·Livermore District rate proceeding, We discussed 

the issue of pump efficiencies. In the East Los Angeles District~ 

applicant takes issue with the staff"s ratemaking ad'justment p,ri­

mari1ybecause the cOSt to customers·of the required premature 

overhaul or replacement of pumps would far exceed, the savings in 

cost of electric power for the reasons stated in DeciSion No,. 91531 _ 
• We do not counr in the staff adjustment. 

". 

Dep1"eciation 

Applicant did not take exception to the depreciation 

rates used by the staff in these :PToceedings. Those rates should 

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

new detailed study and a change authorized. 

Rate of RetuTn 

In 'the Livermore District decisio?-,supra,. We discussed 

at some length the basis for our recommended findings that rates 

of return of 10.28., 10 .. 46,. and 10.58 percent On rate :base and a 

uniform. 13.2 percent on common equity are' reasonable for' applicant "5 

-13-
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operations for the pe~iod from 1980 through 1982. The same 

discussion,. and consideration of quality <>f service,. applies to. 

applicant's East Los Angeles District and need no.t,' be repea;ted 

in this decision. 

Trend in Rate o.f Return 

The Livermore District deciSion,. supra,. also ,discussed 

the allowancetha.'t must be made beyond the 1981 test year for the 

reduction in rate of return on rate base that would otherwise 

result primarily from continuing changes in expenses and 'rate base .. 

Absent any unusual conditions either in. the 19S0 or 1981 test~year 

esti-mates or in the 1982 projected year, the operational attrition 

allowance should be the amount indicated between the adopted test 

years 1980 and 1981, as recommended by the staff • 

In the East Los Angeles District adopted results" there 

are no significant unusual conditions which must be recognized 

in the attrition allowance. !he indicated operational 

attrition between 19$30 and 1981, when applying present rates 

to both test years is 0 .. 42 percent., The 1982 rates authorized 

herein reflect that attrition and the financial attrition of' 

0.12 percent ,discussed in the livermore District decision, supra. 

Adopted Summary of Earnings 

The following Table IV is derived from Colwn Ca) of 

Table III and Shows the adopted summary of earnings at present 

rates and at the rates authorized herein. 

-14-



• 

• 

" 
A. S8800/bw 

Table IV will provide a basis for applicant's preparation 

and the staff's review of future advice le~ter requests for rate· . 

increases or decreases to 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 and pump tax rates 

used are the CB~~ rates of $lOS and $24 per acre~foot which became 

effective July Ip 1979. The purchased power rates utilized are 

those of Southern California Edison which became effective July 3,. 

1979. The composite effect of the assumed rates for purchased 

water p pump tax~ and purchased power is an average cost 0.£ $0.2116 

per Cc£ of water sold.. The district ad valorem tax rate· is the 

assumed Tate of 1 .. 200 percent of estimated "market value" used 
.. 

for assessment purposes,. which is the rate estimated; 'to be applicable 
\ 

to the fiscal year 1978-79 and is equivalent to 1.Z16~ 1.269,. and 

1.321 percent of beginning-of-year net plant plus materials and 

supplies for the fiscal years 1919-80,. 1980-81 .. and 1981-82,. 

respectively.. '!he corresponding e<:tuivalent rate for prorated 

general 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 1.631 percent of 

gross revenues. The fees for business licenses are equal to the 

fixed amounts charged in 1919. '!he income tax rates aTe the 9.6 

percent state and 46 percent (with intermediate steps) federal rates •. · 
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TABLE rv 
ADOP'rED Smt'.ARY OF EARNINCS 

EAST LOS ANCELES DISnIC'!. TEST YEARS, 1980-1981 

(Dollars in 'thousands) 

Presene Races 
Operaciug, Revenues 
Operating Expenses: 

Purchased,Vacer 
RepleniShmene A$sess. 
Purchased; POwer ' , . 
Payroll - District 
Other. Oper., & Ha:tJu:. 
Oeher 'A & C;& !Usc. 
Ad Valorem Tax - Dist. 
Business Licenses" 
Payroll '.taxes - 1>1S1:_ ' 

Depree1at1Oft. 
Ad Valorem 't.ax' -c.o. 
Payroll 'taxes- G.O. 
Oeherlrorates -C.O. 
BalaneiDg Aceount Adjustmene 

Subtotal'*' Ii 

Loc:.al Franch:tse 'taxes 
Ineome 't&Xe5 Se!ore ITC 
Investment Tax Credic' 

'toul Oper. Exp. 
Net Operaei'DgRevenues 
Rate :Base 
'Rate. of,I<eeurn 

Arrthor.Lzed Rates ' 
Operaei'Dg Revenues 
Operating Expenses: 

Subtotal'*' 
Loeal Franc::h1se Taxes 
Iucome T.axes' Before I'IC 
Invest:mentTax Credit' 

'totalOper.. Exp. 
Net .' Operating Re.venues 
Rate' :Base 
Rate of,Re1:U:C't1 

Average Services 

S&les - KCcf 

1980' -

1~ll5.9" 
239~S: 
400.9 
702.6 
257.1 

, . 42.t, 
1:14.5 

OAt 
48' .. 2 

361 .. i 
2 .. 6' 

.10';'6-' 
3&1.3, 
(26 ... 1) 

3,,7l&.& ' 
8~.7 

347 .. 9' 
(67.,7), 

4,~084.7' 
1,.149'~3' 

13I'l26~O' 
8-';76 .. 

$'5~6~0 .. 7' 

,. 71S"3 ,. ,". ; 

92.50 .' :i~ 
557.7' 
(67.,7} . 

4~30l.3- ~ 
1.349.4 

13,.125.;0' 
10.;28% 

25,.263 , 

3,.301.5-

'1m." 

$ 50.233.3 

l .. 117~1 
239' • .$, 

'400~c):" 

751'.;;8 
2n.5:,~'. 

450;'0" 
, 186~Z 

'ci.s:·· ' 
is ... t, 

373~'1 ' 
, 2.;,7' 
12~1 

414.0,' 
(26.1) 

30,.845-.7" 
'85.$. 

.2S6.4 
(73;6)' 

4.114.3" , 
1.124:"S' 

13-.483-7, , 
8.J4~~,~" 

,. " 

3-,.845-:'7:, 
95~S::., 

S56.2" < 
(13:;'6) 

4~423.;S: 

1.410.;.4::" 
13.483;.7' 

lo-~46% 

2.5-.2&9'. 

3~30S:S 

... Su~otal of expense$ exclusive of loeal franchise taxes .and , 
iftcome tax items. 

(red figure) 
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Rate Spread 

The Livermore District decision~ supra~ discussed the 

equitable dis~ribution of the revenue requirement ameng the varieus 

componen'ts of the rate s'truc'tUl."e .. We cenclu<ied~ha~ an appropriate 

. rate structure sheuld include "lifeline" concept "I'I"i th a· three-block 
. 'il' 

quantity rate ,consisting ef a 300 c.f. lifelin~ bleck' priced~t the. 

lewest quantity rate', a 29~700 c.f. secend bl<>c:k price~,at the 

highest quantity rate~ and a tail block for all usage inexcessO'f 

30~OOO c.f. per menth priced at a rate 'between that charged fer 

the first twO' blecks. Further, we cO'ncluded that increase'S in the, 

menthly,service charge rates fer other than 'the 5/S'x 3/4 inch me'ter 

sheuld 'be limited to a maximum of 'twice the increase authori:ed 

herein 0'1" abeut\ 16 percent in 1980 and 6 percent' fer the i9S1 and 

1982 step increases. A rate schedule sheuld be speCified fer 1980, 

with incremental inCreases specified fer 1981 and 1982. in the rate .. 

appendixes ef the decision. Those same cenclusiens apply ,to the,. 

Eas't Les Angeles District. 

Other Items 

The discussienef applicant f s censerva tionpro'gram in 

the Livermere District decisien~ supra, applies also ,to the 

East Les Angeles District. 

Wage and PrieeStandards " " 

By Reselution NO'. M-4704 dated January 30, 1979, the 

Commissien ordered all utilities and regulated entities requesting 

general rate increases to' submit an exhibit to acco.mpany their 

• applicatio.ns to. show Whether the requested increase complies with 

-17-
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the Voluntary Wage and Price Standards issued by the Council on 

Wage and Price Stability. Applicant 9 s Exhibit 9" shows that (1) 

wage increases granted by applicant and (2) the re~uested rate 

increases~ together with step increases in. otherdistricts~are . 

within the established guidelines. 

Findings of Fact 

1. Applicant's wa tel" qual ity ~ cons e rva 'tion program ~ and 

service are satisfactory. 
I. 

z. Applicant is in- need of additional revenues~ but 
'-', 

the rates requested would pl"oduce ~ll excessive rate oi retuni. 

3. The adopted es'tima'tes~ previOUSly discussed herein" 
~ 

of operating revenues, operating·expenses, and rate base for the 

test years 1980 and 19S1 and an annual fixed-rate decline of 0.42 . 

percent in rate of return int~ 1982 due to opel"ational attrition 

reasonably indicate the results of applicant~soperations for·the 

near future. 

4. Rates of return of 10.28, 10.46, and 10.58 percent~ 

respectively, on applicant's rate base for 19"80 ... 1981, and .198Z. 
. . 

are reasonable. The related return on common eq,ui ty each year is·· 

13.2 percent. This will require an increase of $416~700 or 8.0 

percent, in annual revenues for 1980; a further increase of$liS,,100,. 

or 3.2 percent, for 1981; and a further increase of $151,500', or 

2.6 percent~ for 1982 .. 

5.. The type of ra.te spread hereinbe!orediscussec! is 

reasonable. 

-13-
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6. The incre~es .in. rateS and charges authcrized ,herein 

3.I'e justified; the t':l.tes and ch~rges aU'thoriz.ed herein ar.ere:l.so,nable; 

::.n<! the present r:l:tes :1.nd charg,es ~ insofar as they differ from tho,se 

prescribed herein~ are for the future unjust 'and unrea$.ona:ble~ 

7 .. The offse~ increases, :tuthorized in Appenci-xB should 

be :tppropriately modified in the event the rate .of return. .on I':Lte 

base~ adjus'ted 'to. reflect the rates then in e£fect'a.nd nO'X"n:l.l r:l.te­

~king adjust.ments fQr the t.'vtel ve mQnths ended September SO" 19.80, 

.~ 

and/.or Sept.em.ber 30 ~ 1981 exceeds the lewer e£'~ (:1.} . the' r:Lte ·ef ,return 

f.ound ·reasQnable by the CQIIll:lissiQn for a.pplieant during the,eo,t"re,:sponding. , 

period in the m.ost recent rate decision or Cb) lO~2'S.' percent,for:·19So-

and 10.46 pel'cen~ for 19S1. 

• Conclusio.ns .of Law 

1. The a??licati.on sh.ould 'be grOlnted t<:> thecX1!cnt·· 

• 

pr.ovided by the following .order. 

2. Because .of the immediate need fer additional· revenues'" 

the effective date .of this .order sh.ould be the date here.of., 

INTERn! ORDER. 

IT IS ORDERED ~h~~: 

1. Af~er the·ie:fective da1:e of t..h.is order ,3!p~lic:an't 

California Water Service Company is. auth.orized to file for its 

East Los A:geles Dist.rict the revis.ed rate scheduleatuched:to, 
., 

this order as Appendix A. Such filing shall c.omply "d.thGene'!'a1 

Order No. 96-A. The effective date of the revised s<:hedule,shall 

be fou-: d~ys after th.e d~te of filing:. The l"evis,e-d:' sc.h.6dul'e 

shall apply only to s.ervice rendered on and afte.r thce££'e~tive . 

date thereof. 
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2. On or after November 15, 19S0,applicant is' au:t .. '1.orized to 

:"ilo an -advice letter, 'With apprO?riate work papers, re~uesting the step' 

rate increases at'tac!led. 'to' 'this order as Appendix B O'r to', file a lesser, 

increase which includes a t:.ni!O'r.n cents per hundred cu"oi,c:!"eet. of water 

adjustme:.t i"ro::l Appendix :a in the event. that. 'the East. Los , Angeles, Disttict­

rate of return on rate base,. adjusted 'to rerte~ t.he rates the::. in " 

erf ect a:l.d :lOr.::lal rate:n3king adju~ments for the twelve mon't.hs ended 

September )0, 19$0, exceeds the lower of (a) the rate o:r return 

fou."ld reaso:lAble by the Co::nmission tor applicant. du.-ing the cO'rreS:>0nding 

p-eri0<3. in 'tone then most recent rate decision or (b) l'0.2S percent. 

Such :riling shall comply with Generru. Order No.96-A. The requested :!' 

step rates shall be reviewed and, if appropriate, approved., by the st.a.:r:t t' ' 

Prior to. becoming effective. The ei"!eetive date of the revised schedule::: 
, '~ 

shaJ.l be no sooner than Januar,{ 1; 1981., or thL..--ey days aft.er, ,the filing '.(.. , 
.. ', ' 

or the step rates, wru.chever comes later. The :-ev.ised schedule shall· 
,', 

apply 'to service re:l.dered on and a!-eer the eff"ective'date thereof. 

)~ On or after November 15,. 1981,. applicant is autho:-ized to' 

file an ad.vice lett.er, 'With appropriate work papers, requesting, .the's'tep. 

ra~e increases attached to this order as A'o-oendix B or to' file· a lesser . .. 
'.' ~. 

increase which includes a toii'onn cents per hu.."'l.ci:red cubic feet o!'water '. 
'>.,. • ,.,' , 

adjustment from Appendix B i..."l the. eVe:l.t that the East Los.Ang~les" . '-"""-

District rate o~ return 0:1. rate base,. adjusted to re:f'lect the ;:-ates 

then in efi"ect and no:-:al ratem.aking adjUS""...:nents:tor the twelve 

months ended Septe:lber .30, 1981, exceeds' the:: lower of Ca)t:"~'rat.e . 

of return found. reasonable by the Coc:o.ission fO:: applicant' during' 
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the corresponding period in the then most recent rat.e decision ' 

or (b) 10.46 percent. St:.ch riling shall comply 'With Gener3J. Order 

No. 96-A. Th.e requested step rat.es sh311 be rev:iewed and~ ,if, 

. .'lppropriate, approved by tile staff prior to becoming" effe:ctive.' The 

effective date of the revised schedule :shnll be :l0 sooner than 

J s.:.uary 1, 19$2, or thi:-t.y days after the filing of the, step~,rat.es, 

whichever comes later. The revised schedule shall apply oIJ.ly to, 

service rendered on and 3!ter the effective date, ther:eof. 

4. This proceeding will be held open in order ~o dete~~in' , 
~~ '" 

ra~e des igns for tlnd 19'$2 adopted herein a::-e . I ' ' whether the 

appropriate or should be further modified, in-'order to; promote I 
} 

conservation • 

The effective date of this orde'r is the Mte hereof. 

Dated ____ .AP_,_R_2_' _18_,8_0_' ___ , at San Frax:eis.eo.", ea:lifo-tuia • 

-21-
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APP.ElmIX A 

Schedule No. Et-l 

E.1st I.os Angeles Tariff Area. 

Applicable to .all lIletered va.ter service. 

l'ER.RIl'ORY 

East los Angeles,. .Cocmeree :md vicinity,. los Angeles Count)". 

Service Ch~rge: 

For 518- )'; 3/I..,..:tnc:h. meter _ .... e .•••••• _ ....... __ ....... e·._ 

For 3/4-:!.:rJ.cb.. mete%" _ ................ ____ ••• , .... . 
For" l-inel" meter ..... ' ••••••••••• ,. ......... _._. 
For l~-inch 'IDe:tcr- ..... ., .. _ .... _ ... : .................... " 
For 2-i.nch. me.tC!.r ...... *_ ................... __ .••• 

For 3-i.nch mete.r ............ __ .' ......... ........ eo .... :... ... .,. 

For ~inc:b. 'me1:cr ....... ..... , ... ~ •• c.,_ .. , .... __ ._ .. :_' 
For 6-1nch m.eter .......... , •.• __ ....... __ . _____ .. ~.' .. . 
For 8-ineh "m.t!ter .................... ~ ....... • , ... .: __ , 
For lO~inc:h meter __ ••••• _. __ ....... ' ... :... ____ ,' .. _~. 

Quantity Rates: 

For the f:trst 300 e;u.ft •• per 100 cu.f't. 
For the. next 29,.700 cu.ft •• -pe'r 100 eu.ft. 
For allover 30,000 eo.ft.,. per 10? eu.£t. 

l'he Service Ch.lX'ge is a. readiness-1:o-serve charge . 
wlrl.ch :1.$ a.pplicable to .7J.l. metered serrl:ce and to 
which is to be added the monthly charge computed 
a.t t:l:lA:! Qu,3.nt:tty. Rates • 

?erMeter· 
Per'MOnth 

$ 4.22. 
6.20' (1) 
8.50,. 

1t.90' 
15: .. 00 
~.OO' 
38.00 .... 
64.00' 
9$.00: 

118.00" (I)· 

(I) (T) 
(1).('I) 
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APPENDIX .B-

East los Angeles Tariff Area 

AUTHORIZED INCREASE IN RAIES· 

•.. 

Each of the follOW'ing 1nC1'~e$ in rates may be pat: :!ntO'. effect on the 
incli<:.l.ted date by filing no rate schedule 107h1ch adds the ap'Propriate inc:::::cease to 
the rates which woul<l otherwise be. in effect on that date. 

Service Charge: 

For S/S.x 3/4--1nc.h meter 

For 3/4-1nch meter 

For I-inch meter 

For l~inch ~ter 

For 2-inch meter 

For 3-inch meter 

For 4-inch meter 

For 6-ineb. meter 

For 8-:tnch meter 

For l~:tnc:h l:1Cter 

.. . 
For the first 300 cu.ft.~ per 100 en.ft. 

For the next 29~700 ea.ft.~ per 100 cu.ft. 

Fot: aJJ::over 30 ~OOO eu.:£t. ~ per 1.00 C\l~f't. 

Rates· to be Effect::tve 
1-1-81 -1-1-82 •.... 

$0.04 

.40 

.50 

.70 
1.00 . 

·2.00 

2.00 

4.00. 
6.00 
7.00' 

0.004 

.018 

.018-

, 

$ O~12 
,. 

,.3$ 

.50, 

.• 70: 

1.00 

2.00. 
2.00· 

4.00 

S.~'·· 

6~OO·: 
,,', 

0 .. 011 

.011 

.010 


