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• Decisio::. No. 91541. . APR' 2 ~80 

• 

BEFORE !HE PtJB.LIC UTILITIES COMMISSION OF !HE STATE' OF CAl.IFORN.IA 

In the Matter o-f the Application 
of CAl,IFOR.-r...'!A l'rArER SERVICE. COMPA}""Y,. 
a corporation. .. , !or :Ln ol'der 
authori:ting it 'to increase rates. 
chal'gedfor water ,service in the 
Palo Verdes District. 

McCutchen" Doyle, Brown S Enel'sen, by 
A. Crawford Greene.: Attorney at L~w, :md 
DOnald L. Houck, for ~pplicant. 

Don'ald' F. McLean, Jr •• Atto,rney a't Law, for 
Cl.ty of San carlos, protesta;nt. 

Elinore C. Morgan" Attorney at Law,. and 
A. V. Gard-c-t for the Commission staff. 

INTERIM OP!t-.TION 

~. <. 

Applicant ~li!orni:l W:l'ter Service Company seeks 

authority to illcreas.e rates for water service in its Pales Verdes 

District. The pro'posed annual step r:Ltcs throughtheye:z.r 198:Z 

would increase annual revenues by $713,10-0 (13 pe::-cent) in 19:8"0', 

and by additional amounts of $195,500 (3 p¢rcen,t) in 1981" and: 

$163,400 (2 percent) in 1982. 

J 

Pursu:z.nt to the "Regulato-ry Lag Plan"· adopted by 

Commis.s.ion Resolu::ion No. M-470S, dated April 24, 1979, an info'J:"lU3.1 

public meeting wa.s held by the COl:"Jnissioll' st.:lff in RoIling Hills 

on Sep-tember . s., 19i9 •. Notice of the meeting had b,een publi'shed 

in accordance with the staff's instructions. Additional notice 

was provided by a press rele-ase printed by t'hc local newsJ.>apers. 

'. The only customer who a't'tendedthe meeting is .the City Managcro'£ 

Rolling Hills. 
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Public hearings were held on a consolidated record with-
1/ 

proceedings- involving four ether districts ef applicant before .. 
", 

Administrative Law Judge Banks in Los Angeles on October 16.1979, 

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

2, 1979. Copies of the application had been served; no: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 and Procedure. 

One Palos ~Verdes District customer appeared at, the hearing: rese.rved

for public witnesses in Los Angeles. Th.e application was submitted 

as of November 2. 1979, subj ect to receipt of opening briefS from. . 

any of the parties by November 26, 1·9i9. Briefs were filed, by 

applicant and the staff on that date and by the City of, San ,Carlos 

• (San Ca.rlos) on November 28, 1979. 

--. 

In support of the requests for rate relief in the five 

districts, applicant presented testimony of its- vice pl'esident

chief financial officer and treasurer, its vice president in charge 

of regulatory matters, and its regulatory advisor. 

The Commission staff presentation in these pl'oceedings 

was made through. a research analyst and seven engineers. San Carlos 

intrOduced evidence tArough. its city lIl3.:lager and a consultant'economist. 

1/ The consoiida-ted proceedJ.ngs are Appll.catl.ons Nos. ~7g1,S~78Z. 
5S783. 58S00, and SSS26 involving .. respectively. applicant'S 
livermore, los Altos~Suburban. San Ca.rlos, East los Angeles, 
and Palos- Verdes Districts. . . 
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A. SSS26 

~ Service Area and Water System 

Applicant owns and operates water systems in ZO districts 

in California.. Its Palos Verdes District includes the incorporated. 

cities of Palos Verdes Estate-5 7 Rancho Palos Verdes~ Rolling. Hills 

and Rolling Hills Estates, a ponion of the city o-iLomita 7 and 

unincorporated portions of Los Angeles County adjacent to those 

communities. Most of the ~errain is relatively hilly, wi~h eleva

tions ranging from approximately sea level to- 1,4S~ feet above sea 

level. The population within the area served ~s estimated at 90,000~ 

Water for the Palos Verdes District is ob-tained'from. 

three metered connections fro~ feeder mains of. the Metropolitan 

Water District of Sou1:hern California (1-n-."D) 'through West :Easin 

Municipal Wa~er District (WB1o!W'D). Three reversib-le emergency 

~ connections are z:a.intained with. applicant's adjacent Hermosa-Redondo 

District system. The water is delivered to the distribation syst~ 

by a combiU3.tion of pumping directlY into the system aneboosting 

into storage tanks with subsequent release either. directly or through 

pressure regulators. N~erous separate pressure :ones and subzones 

a~e required to serve the area, due to the topog=aphy. 

!he transmission and distribution system includes about 

311 miles of mains, ranging in si:e up to 37 inches, and approxi

mately 30.7 million gallons of st.o::ag:e capacity.. There are abo'l.:.t 

21 1 900 meteree s~rviees, 92 private fire protection services,. and~ 
" '" .' 

27270 public fire hydrants. 

Service 

!here was only one i~formal complain~ to t.he Commission 

from this dist::iet coring 1978 and ~he first five months 0:. 19i9'~' 
The one formal eomp-laint (C. 10708) concerning th.is dist'!'ict during. 
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that perioe. involved an alleged overrecordingmeter. The staff 

investigation showed that~ other than in those two instances, 

cuStOIter complaints received at a.pplicant's district office were 

quickly resolved. The absence of any customer service eomp,laints 

at the public meeting and hearing is a further indication that 

service is satisfactory. '!he only custom.er who appeared expressed· 

concern that the Commission might not continue its long':standiug 
, . " 

policy of using a depreciated, original cost rate base:£or setting 

rates in this"district. 

Rates 

. Applicant'S present tariffS for this district consist 

primarily of schedules for general metered semceand. p'Ilbl:Ec fire 

hydrant service .. 

Applicant proposes to incre.3.se its rates for general 

metered service.. !he following Table I presents a comparison' of 

applicant's present and proposed general :.eterec! service. rates 

along with those a~hori:ed herein. 

-4-
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• T..E I 
PAI.oS Vio; .5 DISTInCT • ~. 

• 
CONPARISON OF :-~ONTlfrJY Rt'TI-;~ ~ 

0--

~ o 
Prcsontt Proposed Rat~st Authorized R t ·~s . 

o "[982 Rates 1980 198{ 1982 
~-- - ~-

1980 1981 
Service Chargo: 

Por 5/8 X 3/4-inch metor 
Por 3/4~inch motor 
Por 1-inch metor 

· . . , . $ 3.00 $ 3,07 $ 3.15 $ 3.22 $ 3.00 · , , .. 4.77 7.00 7.5Q 0.00 5.',5 
• • • • • 6.50 9.50 10,20 11.00 7,1.5. 

):'or 1. ... 1/2~il\ch metor 
For ~-inch mater 

, . . . , 9.12 13.50 1·1,30 15,20 10.'.5 · , . , , 11.73 18.0Q 19.00 20.00 13.00 
For 3-inoh motor • • • • • 21..70 32.00 34,00. 35.00 25,00 
For 4-inch motor 
Por 6-1nch motor 
1-'0,,0 a-inch motcl." 
For lO-inch motor 

• t • • • 
29,51 43,00 45.00 49,00 )/,,00 

of •••• .49.04 72.00 71.00 02.00 56,00 · ........ 12.91 107,00 113.00 l~O.OQ 81,.00 
• , • t • 90.27 . 132,QO 142.00 151. 00 ··20/,.00 

Quantity Ratost 
for tho first )QO au.ft" 

PQt· 100 CI.l. ft.. """",tl,' 0.528 O,54Q 0.555 Ot~6$ 0.528 

Por tho next. ?OO Cll,(t." 
pOt· 100 Cll. ft.. , , • ft .•••••• t • .607 ,931 .955 ,973 .AAQ 

1-'ot· tho noxt 29,500 ou. (t.. , 
POlO 100 Qu.ft, . . . . , . . . . . , , . .639 .931 .955 ,973 ,8fU, 

For all ovor 30,000 bu.tt., 
PQl.' lOQ cu, ft. • ••• I '.' •• 'c' • , .60fJ ,653 .665 .677 .6~~ 

'l'hoS~rv~Qe Chargo is a roa~Hnoss'" to-so:rV9 Qharqo whiqh is 
appliQab~o·tQ all, rn.qtOl;'cdf?9:t:Vi.QO and t9 'wht¢h~$ to.bo adQed 
tho monthly (lhal;'9~·cQrnput.~dat;thQ Quantlty ~at~s. 

: • ' - - - ~ - - ',". • ~"- • Cj -' , ., -, • 

• From T.at;~£f ShcQt 2~4l"Wi.~(~tlQtJ.V() sOJ;>tembor 1., 1?19~' 

I Set; forth in applicant.' ~ Exh~blt' 7-1" P~90 1,2-4. 
"- - -.-.- . --

$ 3,0) 
5."5 
?~tl) 

J 1.00 
IIh OO 
?'("OO 
3(,,00 
59,00 
A8.00 

lO9.OQ 

0.533 

.909 

.909 

,6')S 

$ J.'O 
6,00 
8,20 

11.50 
15,00 
21.00 
)a.oo 
6?~OO 

, 92,00 
111 .. 00 

,-

0,5',5 

.92 5 

.925 

.'1 f ~ 
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In t..1ti.s district, an average commereia~ (business .a:l.d. 

residential.) customer will use ·about 27,.000 cubic feet of water 

per year, or 23 Cef (hanCtreds of cuJ:>ic feet) per month. The 

corresponding use for an average public authority service in t~;~ 
" , 

dist:::ict is 280,. 000 Cl.lbic feet of water per year,. or 230 cc£ per 

month_ The fol~owin9' ~ab1e II presents a comparison of monthly 

charges for a:l. average commercial c-..sto::er with a SIS: x' 3/4:-inch 
meter under present -rate,s'1 applicant's' .p':'oposeQ rates a~d' tb.e rates 
authorized he-:-ein. The table also p:.::esents similar'compar~sons f:or' 
a~ average public a~tnori~y service with ~ 2-inch meter. 

TABLE ::0:' 

Comparison ¢f Monthly Charge~ 

Xtem 
, . -

Averase Co==ercial CUsto~er 

P%esent Rates, MonthJ.y Charqe 
Rates Proposed b'y,Applicant~ 

Monthly Charge 
Incrcas.e, Over Present Rates: 

Amotm.t 
Pe:cent 

Authorized', Rates': 
Monthly Charge 
Inc-:ease Over ?resene Rates:" 

Amount: 
Pecent: 

Averaqe, Ptlblie Authority service 
Pres~t Rates:, 

Monthly Charge 
Rates Proposed J:>y Applic.a:lt: 

Z{O:lthly Charge 
Increase Over ?rese~t Rates= 
~Ottnt 
Pereen~ 

Auchorized Ra~es: 
Menchly Charge 
Increase Over Present Rates 

Amount 
?e'!"cen.t 

. '1'9S0 

$ 20.90, 

23.31 

2.41 
11.5% 

$203.30 

230.96 

27.66 
l3.67. 

215.71 

, '~9S1 ' 19&2 

$: ,20'.,90', 's 20'.:90 

23.92 

3.0Z: 
14.4\', 

: .. 

$203.30 
. ' 

23,7,.45 

34.15 
16,.87. 

221.91. 

rs .. oi.. ' 
9.~ , 

24~3S 

3:'48, 
16·~7" 

23 .. ~' 

2 .. 34 ' 
'11 ""XI" . 

.~., 

$203.30 

"242 .. 53:' 

39~2S" 
19.3-7. '. 

226 .. 62' 

2 .... ' -:!Z 
, ; . ..; 
n.% 
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Results of Opera~ion 

Wi tnesSes for applicant and the Commission st<Lf£ have· 

analyzed and estimated applicant's opera~ional results. Summari:ee 

in the following Table III~ based upon Pages 1 ~d 2 of Exhibit l4~ 

the final reconcilia'tion exhibit, modified by the staff's ra'te base 

stipulation~ are the estimated results· of operation for the test 

years 1980 and 19S1~ under present ra'tes and under the step· rates· 

proposed by applicant for those years. 

Applicant's original esti:ates were completed in March of 

lSiS. Between then and 'the completion date of thesta·ff'·s exhibit,. 

several changes took place in rates for such things as purchased 
. . 

power and ad valorelr. taxes ~ some of which. have 'b-een reflected in 

• offset changes in applicant's rates. AlSO,. additional data became 

available as to actual numb-er of customers ~ plant balances~ and 

other recorded data. 

Instead of am.ending the estimated sw:unaries of earnin·gs 

each time a change took place and each time later data became 

available, applicant kept the CommiSSion staff advised 0: changes 

and new data so they could be reflected in 'the staff's estimates. 

~~en ~he s~a££ exhibits were distributed, applicant cheCked and 

adopted as reasonable those portions on which there wereino issues 
, 

and also some portio:t.S where the impact of the potentialiissue 

was £el t 'to be insignifica.n:t. Applicant did :lot entirely agree 

with. Some of th.e sta:£'"sadjustments and estimates 0: expense 

items but,. for th.e purpose 0: expediting the proceedin:gs~ did not 
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A. 58826 

• take issue with the staff in regard to those specific items • 

• 

. One issue to be resolved with respect to summary of earnings was 

related to· the staff's: estimates of rate. base i telts.· and related 

expenses. 

At the hearing the issue of rate base items and related 

expenses was resolved after staff revieW' of applicant's and its. 

own work papers and concluded that applicant's ra~e base estimates 

were reasonable... The s'taff's estimates p modified to reflect 

applicant's rate base and related expenses p are sho""1l on Table III .. 

-8-
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'IA:8Lt III 

STAFF'S StJ'M!of.AR't OF EARYINCS 
PAtOS VERDES O!S'tRIC! .. 'tESt YEARS 1980 and 1981 

(Dollars in thous~nd$) 

Icem -
?resent RaCes 

Operating revenues· 
Operacing ~s:: . 

Purchas.<! .., .. cer 
~clt.ased. power 
P~yr~ll -Oiscrice 
Otlwr oper. & rn&ine. 
Other .A& C& mise. 
Ad val~remuxes -District: 
Business licenses. 
Payr~ll taxes - District 
Depreeiat:1cm 
Ad valoreme~s - G.O ... 
P~yroll eaxes - C.~. 

Other pror~tes - C.O. 
klanc1ng account a4jus1:meTtc 

Sub-total"*' 
Local !ranc:!'tise cu 
Income.taxes before I!C 
!nvescm~ caxcred1e 

'Ioeat operating expenses 
~et opwraeing revenues 
Rate base 
Race of recurn 

?ropo~d Races 
Operating revenges 
~ratingexpenses: 

Subeoc&l* . 
Loeal franchise tax 
Income taxes bef~re I'IC 
Invesement eax credic 

'Ioul op-e1:'acing expenses 
~«c operating revenges 
Rate base 
Rate of recurtt 

StaffPs'AdjuSCedEsCimaCes# 
198O, 1981, - -

$ 6,,241.~ 

. 1"n5.4 
865.3 
453.$ . 
24S~4 
SS~O' 

246.4. 
o~a 

:n.5 
458.4 

2.:5 
10.3; 

379.0 
31.0 

4,,559.8-
60.9-

278.8 
(82.0) 

4,.81.7.5 
1,.424.0 

16.032.3 
8.881.. 

$ 7 .. 056.5 

4,.$59'.3 
68.9-

691.8 
(82.0) 

5,238 • .5-
1,8l8 .• 0 

16,.032'.3 
Il.34?; 

1.800.4 
874.5: 
49'1:.0-

. 2·Sl~O;. 
57'.8 

264.l: 
O:.S: . 

,U~O 

473.5 
. 2.5 
11~8, 

404~S. 
:n~o" 

4t69~.3. 
61 .. $. 

221 .. 0' 
(69' .. 6) 

4p912'~ . 
1,.420'~~ 

1~.s5-7·.l 

8 .. 581. 

$ 7,36L.o . 

4 .. 699~3 
71 .. 8 

74Z~·Z' 
(69.6-) 

5,.443 .. 7' 
l.9l7;'3; 

16,.551.1. 
1l.S81~" 

# Sufft>s a<ijusted esc:.imac:.es from E.xhibiel4,. Pages I an4Z .. 
Column (!), mO<!i!ie<! by :sca!!' s .<!opeion of .appl1eanc:; 's raCe 
base escimaces. 

~ Subtoeal of ~nses ex~l~sive of local franchis~s taxes and 
i~~¢me ~~ i:ems. 
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Balancing Accounts Adjustment 

Applicant maintains balancing: accounts for each of its 

districts, pursuant to Section iS2.S of the Public Utilities. Code. 

'!'hose accounts compare offsettable changes in expenses due to 

changes in unit costs for ..... ater production, composite ad v~lorem 
" '. 

tax rates and other itel:lS, ..... ith the corresponding revenue changes 

resulting fro: offset changes in applicant'S rates authori::ed by 

the Cor:unission. Section 792 .. 5 provides, in part, that '·the commission 

shall take into accotmt 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.n 

For this district, the offset revenues have been less than 

the offsettable net increase in expenses. The Staff recommends 

that the accumulated S92,907 undercollection as of June SO, 1979 

be removed from the balancing accounts and amortizee for ratemaking 

purposes during 1980, 1981, and 1982. Applicant does not object to 

this procedure, inasl:luch as the 1980 rates authorized in this pro: 

ceeding ~~11 become effective essentially concurrently with the 

beginning of the al:lorti::aticn period. The amorti:::ation is. shown 

as a separate item in Table III. The rates authori:edi~ this 

proceed.ing include an increase on all sales of SO.0047per Cc£for 

1980 and $0.0045 pCI' Ccf for 1981 and 1932, to achieve thiS atlorti::a-

tion. These unit charges are based upon the s'taff·s sales. estimates •. 

-10-
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Pump Efficiencies 

In Decision No. 91537 rela.ti.ng to Applicatio'n 'No. SS7S..1 ~ 

applicant's Live:nnore District rate pr()ceeding~ we discussed the issue 

of pump efficiencies. In the Pales Verdes District, applica.nt.con

curred in the stafffs conclusion that no- rate:aking adjust:mentwas 

appropriate. 

Fu'tureSales LevelS 

During the 1977 severe drought in California~ applica.nt's 

customers rec:uced their water consumption significantly. Applicant 

expects that some of the ex~reme drought-inspired ~easures taken by 

customers cannot reasonably be expected: to conti:lue fully a.f:ter· .the 

drought. These include such things as hauling heavy: buckets o·fused . . . 

wash water from the latmd:-y to the bath.room for flushing pU'l:J?os·es., 

and letting; lawns and gardens die. Other 't-.~an during a drought" 

using clean water fer sanitary pt:rp¢ses and envi'rorunental' beautifica-' 

tion would not' be conSidered nonbeneficial use. 

Applicant expects that other drought-inspired actions will 

have a more permanent effect on conservation.. These' include such 

things as the installation of w.ater closet displacement bottles·a.nd 

shower head rest~ie'tor$ provided by applicant, the conversion 0: 
conventional lawns and gardens to ~tive Shrubs OT rock gardens, and 

the installation of wa'ter-recircul:lting system.s by industrial 

customers. Applicant states that it willcon.tinue to remind: customers 

to avoid nonbcneficial use which. should help keep ac'tualwaste of 

water to a minimum. 

-11-
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Estimating 'the amount of future residual conservation by 

all classes oiusers 'this soon after the end of 'the drought is not 

an exact science. After more post-drought experience~ the trend ~f 

usage can be more readily estimated but at the time applicantts 

estimates were being prepared~ consumption data were available only 

through December,' 1978. By the time the staff's estimates Were 

being l>=epared~ data for another six or seven months wereavailable. 

The later infon:.ation. led the s'taff to conclude 'that applicant's ... . 

estimates of consumption levels for the· near future were significantly 

low. Applicant reviewed th.e staff's use. of the later available data . 

and has concluded that the staff's high.er estimates of£u'turecon

sumption are reasonable. 

Depreciation 

Applicant did not take exception to the depreciation rates; 

used by 'the staff ill these proceedings. Those rates shOl:ld be used· 

by the applicant until such time as applicant submits a neW detailed 

study and a change authorized. 

Rate of RetuTn. 

In the Livel'Uore Dis'tric't decision, supra, we discussed 

at some length ~he basis for our recommended findings that rateS 

of return of lO.ZS~ 10.46, and 10.58 pe-:-ce::.:: on rate base and a 

tmifor.n. 13.2 percent on common ectuity are reasonable for applicant "s 

opera::ions :or the pe::ioc. £::om 1980 through. !98Z. The same ·di's

cussion, and consideration of ~~lity of sel'Vice)ap~lies t~ -

-12-
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applicant's Palos Verdes District and need not be repeated 

in this decision. 

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 rate of return on rate base 'th.at ~ould otherwise 

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

Absent any Qlusua.l conditions either in the 1980 ·or 19S1 tesi:~year 

estimates or in the 1982 projected year~ the operational attrition. 

allowance should ~ the amount indicated between the adopted test 

years 1980 and 1981~ as reco:mended by the staff. 

In the Palos Verdes District adopted resul ts~. there are 

no significant unusual conditions ".-hi<:h must be reeogni:ed·in the 

attrition allowance. 1'h.e indicated opera'tionalattrition between 

1980 and 1981, when applying present rate~ to. both test years, 

is 0.30 per.:en:. The 1982 rates authorized herein reflect that 

attriti~n and tbe financial attrition of 0.12 percent discussed 
.'. 

in the I.iV'e:'Q.ore District decision, su.pra. 

Adopted Summan: of Ea~ings 

The following· Table IV is derived from. Table II! and 

shows 'the adopted sum:ary of earnings at present rates a~d at the 

rates authori:ed herein. 

Table IV ~i1l provide a basis for applicant's preparation 

and the staff's review of fu.ture acivice letterre~ues'ts:or rate 

increases or decreases to offset changes not' re:lectedeithe:- in 

the test rears 19S0 a.nd 1981 or i:l. the operational attritio:c. in 

rate of return on rate base adopted as the basis :o'"rtherates 

-13-
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authorized herein. The purchased water rate used is the ~~~~ 

rate of $104.60 per acre-foot which became effective July l~ 1979. 

The purchased power rates utilized are those of Southern California 

Edison Company which became effective July 3., 1979. The composite 

effect of the assumed rates for purchased water and power is an 

average cost of $0.3869 and $0.3865 per Ccf of water sold~ respectively, 

in 198-0 and 1981. The 'district ad valorem tax rate is the assumed 

rate of 1.264 percent of estimated "market value" used for assessJnent 

purposes, which is the rate estimated to 1>e applicable to the fiscal 

year 1979-80 and is eq,uivalent to 1.Z57, 1.304, and 1~3S4 percent of 
_I 

beginning~of-year net plant plus l:l.aterials,and supplies for the 

fiscal years 1979-80, 1980-81, and 1981-8.Z, respectively. The 

corresponcing equivalent rate for prorated general office ad va1or~ e taxes is 1.237 percent of "market value" and 1.163" 1.221, and'1.28S 

percent for the three fiscal years., The local franchise tax rate 

is the 1979'e££ective rate of 0.976 percent of'gross reveuues. The 

fees for business licenses are equal to the fi."'(ed amounts charged' 

in 1~79. The income tax rates are the 9.6 percent state and' 

46 percent (with inter:::lediate steps) feceral rates. 

"'·-e " 
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TABLE rt". 

ADOPn:J) str.«ARY OF EA:RmNCS 
PALOS VERDES OISnuCT. 'ttSr YEARS 198O-1981 

(Dolla.rs in 'Ihous.and~)"' 

1980 1981 
Preseut Rates - ,-
Oper~C1nS Revenues. $6~:l41.$ $ 6~332';S 
Oper&CiDg Expenses.: 

,l~nS .. 4 Pln:c:h...sed Water l.,soO .. 4: 
Purc:hucd Power" Us...3 'S74~S.< 
Payroll - Dua'ic:t 4~.8., 491.0' ' 
~ 'Ope1:_ & 'l1.&1nt. 24S-.4 251.0 ' 
OUeX' A& C. &!:!i.sc. SS;,.O So7..:.S. • 
Iv! V.aloreat T.x - ~r1c:t: 24&~'4 264~l 
Business Lic:ense 0.8. . O.a. 
Payroll ~es - D£ser1c:~ 31.5 36~O 
Deprec1acio", 458.4 4n .. &', 
Ad V.&loran T~ - G .. O .. l.S 2~6 
Payro1:l ~es: ,- G.O .. 10..3 11..:.8 

I oeh.r Pror~ees - c.o. 379.0 404.'5" 
B.alanc£ng Acc:ount: Adjust:. 3t.O :n'.o' 

Subcoeal"ll' 4.559'.8.: 4,.699-.. 3: 
Local Franeise Tax 60.;<) 61.$-
Inc:ome Taxes Before ITC -273-.3- -' 221._0 
Inves.cment: Tax Credit (82.0) (69'.6) . 
To~l Oper .. ExJ>. 4.al7.~ 4,.9l;Z .. ~, 

Net: Opera.ting ~ues 1.424'.0- 1,.420:";3- : 
bte -kse 16.032~3: 16.~S:7:':'1 
!tate of Retum ~887. a,.,58.'i;: 

Author:tzed 'Rates 
Operaeug: Revenues $ 6_~70S.1 ~, 6 p 977 .. 4-', 
Oper.ating Expenses.: 

Subtoc.al* 4.sS9.~ 4.699-.. 3 
Local 'Fr&'ftc:hise ~ 65-.4' 68-.. 1 
Inc:om. T.axes Before l'IC ~13 .. 8 547' .. 1' 
Inves~ene,Tax Cre4i.t. (82.0) {69::6.)", 

Tot:al Oper. !:q>. ~.O$7 .0- 5-,245-.5':, ' 
Ne1:Operac1ng Revenues. lp 648-•. 1 , 1.73:1.9. " . Rate 3a.se 16.032:~3· 16-,5507'.1' , 
bee of R.turu . 1.0 ,:,2!~ , 10';;'467.;' 

Aver~se Servic:es 22,171 22' .. 53$. 

Sales. - KCc:f 6,824.S 6.p 920 .. 9 . 

." Su.btoul of expenses exc:lusive of 1~1 franchise taxes ~nd 
income tax' it:ems. 

(red figw:-e) 
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Ra. 'te Sp-read 

The Livermore Dis'tric't decision, supra, discussed the 

eq,uitable distribution of the reven.ue requiremen.t among the various 
.... 

components of the rate structure. We concluded that an ap})rop.riate 

rate structure should inClude arfli£eline'" concept with a three-block 
" 

quantity ra1:e consisting of a 300 cu.ft. lifeline block priced at 

the lowest quantity rate, a 29,700 cu.it.second block priced at 

the high~st quantity rate, and a tailblockio·r all usage in excess 

of 30 .. 000 cu.ft .. per month priced at a rate between th.atcharged io'r 

the first two blocks. Further, we concluded· 'that increases in the 
. 

monthly service cha.:rge rates for other than the S /'// x3/ 4 inch meter 

should be limited to· a maximum. of twice "CAe increase autho:::i=ed h.erein 

or about IS percent in 1980 .. and S percent fo·r the 1981 and 198'2. 

step increases.. A rate schedUle should be specified fOr 19S0,. with 

increm.ental increases specified for 19S1 and 1982 in the rate 

appendixes o£ the decision.. Th.ose sue conclusions apply to the 

Palo Verdes District. 

Oth.el' I'tetlS 

The discussion of applicant's conservation program. in the 

Liver.nore District deciSion, supra, applies alsO' to the PalO Verdes·, 

District. 

Wage and ?rice Standards 

:sy ReSOlution No. M-4i04 dated January 30 .. 19i9, the 

Commission ordered all utilities and regulated entities reques.ting. 

general rate increases to submit an exhibit to accompa.ny th.eir 3.l'l'li

ca'tions to show wh.ether the reques'ted increase complies with'th.e 

Voluntary Wage and Price Standards issued by th.e Cou.:o.eilonWageand 

?:rice Stability. Applicant's E:chibit9 shows that (I) wage' increases 

-16-
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• granted byapplieant and (2) the reo.,uested rate increa.ses', tcg,ethe:-' 

with step increases in other districts, are low"ithin the es'tabli'shed 

guidelines. 

Findings of Fact 

1. Applicant's water quality, conservation pro'gram,. and 

service are satis£ac'to~. 

2. Applicant is in need of additional revenues, but the 

rates requested would produce an excessive rate of return. 

S. The adopted estimates,. previously discussed herein, 

of operating revenues, operating expenseS" a.x:.d rate base for· the 

test years 1980 and 1981 and an annual £ixed-rate decline of O.SO 

percent in rate of return into 1982 due to operational attrition 

reasonably indicate the results of applicant's operations foX-the 

~ near future~ 
4. Rates of return of 10.28,. 10.48,. and10.S3 percent, 

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

are reasonable. The related return on common equity each year,is 

13.2 percent. '!his will require an increase o,f $463,600,. 0'1' 7.,4 

percent,. in annual re\"enueS for 1980; a further increase of $174 ~OCO,. 
I . . ,. 

" , 
or 2.6 percent,. for 1981;. an<i a further increase of S143,.SOO,.or 

Z.l percent,.for 1982. 

5. The type of rate spread, hereinbefore discus Sea is 

reasonable. 

6. The increases in rates and charges authori:ed herein 

are justi=ied; the rates and c~arges authori:ed he:-ein are reasonable; 

and the present rateS and ch.a.rges, insofar as 'they di=ferfrom 'those 

pres.cribed he:-ein, a:-e for the future unjUSt and unreasona.ble. 

"17-
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7. The offset increases authori:ed in AppendixB: should 

be appropriately :nodi:ied in the event the rate of re'turn 'on 'rate 

base,. adjusted 'to reflect the r~tes then ,in e££eet 3.nd 'no'rmal 

ratem.:lking adjustment.s for the twelve :nonths' ended September SO,., 1980 

and/or September SO, 1981 exceeds t.he lower of Ca) the" rate of return 

found reasonable by the COlrJ:ission for appliC:l.nt during the:conespondins, 

pC'l"iod. in the most recent rate decision 'or (0) lO.Z'$ percent: fOol': 1980: 

and 10.46 perce:lt for 1981. 
, . 

_ Conclusions of law", _,_ -----,------------ ,------1.--. 
1. The apptica tion should be gr.antcdtothe extent:: provided ' 

by the following ~rder. 

2. Because of the i::zmediate need fo:: increased reven.ues 

• the effective date of the order should be the date thereof. 

I1~~ ORDER 

IT IS ORDERED tha't: 

1. After the effective dat.e of this order,. applicant 

Ca1ifo:rnia Water Service CO::lp3.ny is aU'thori:::ed ~ofile for .i"'ts 

Palos Verdes District the revised rate schedule :lttachedt,o· this 

order :ts Apj>endix A. Such filing sha.ll comply with General Order 
" 

No. 96-A. The effective date of the revis,edschedule shall be 

four days afteT the date of filing. The revised schedule Sh31l ap'ply' 

only to service rende:::ed on and after thee~fective date thereof. 

Z.. On or after November 1S,. lS80~ :tpplie:tnt, California 

Water Service Ccr.npany is au,th¢rized to file an advice letter ,;witb 

. ,-== •.. - -.. 
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appropriate work ~pers, requesting the step r~te increases~ttached 
to this order as Appendix B or to file a lesser increase which 
l.ncl\:des a uniform cents per hundred c,ubic feet of water adjustment 

from Appendix :B in the event tholt the Palos Verdes District rate of 

return on rate base, adjusted to reflect tbe rates then in effect 
and normal ratemaking adjustments for the twelve~onths e~ded 
September 30, 1980; exceeds the lower of (a) the rate of return 
found reasonable by the Commission for applicant California'Water 
Service Company during tbe corresponding 'period in the tben most 
recent rate decision or (b) 1~.2S percent. Such filing shall comply 
witb General Order No. 96-A. 'Ibe requested step rates shall be 

rev:t~ed and, if appropriate,approved by the staff prior to 
becoming effective. The effective date of the revised schedule 
sba 11 be no sooner th:ln January 1,. 1981., or thirty days· after the 
fi1.:i::lg of tbe step rates, whichever coces later. The revised. schedule 

sball o'1p1>ly to ser\"l.ce rendered on and after the effective date, 
thereof. 

3. On or after November 15,. 1981,. api>li:cant CS.lifornia 
Water Service Company is authori~ed to, file an advice letter, with 
appropriate work papers, requesting the step rateillcreases, .::ttached 
., . 

to this order as Appendix B 0::: to file a lesser incrc~sewhiehin-
el\.'~s· a,un'it'orm e~nts per h\!ndred e\lb~l.e 'feet: of .wate:: :ldju~tm4>~t :€rOlTl 

Appendix B in the event that the Palos Verdes Distriet .rate ··of return 
0::1 rate base, adjusted to reflect the rates then in effect and normal 
ratema.kins adjustments for the twelve' months ended September ~o> 
19S~ exceeds the lower of (a) the rate of return found re<lsonable by 

.,1. 

the Col.'lmlission for applicant California Water Servic'e Company during 
tbe corresponding period in the tben most recent rate deeision·or 

~ 

(b) 10.46 percent. Such filing. shall c:omplywith General.Order 
No,. 96-A. '!be requested step rates shall be reviewed ,and, if . 

-l9-
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appropriate ~ approved by che scaff prior to becoming effective. 

The effective date of the revised schedule shall be no sooner than 

Janu.lry 1, 1982:,. or thirty days after the filing of the step rates) 
whichever comes Utter. The revised schedule shall-apply only to 
service rendered on and af:er the effe-etive date thereof". 

4. This proeeeding.lJi;j '00 held open in' order-to deter.nine .... 1'" 
whether the rate d.esigns £o~ and 1982 adopted he:ein are ~ 

apprOPria~e or should be i'urth~:- :lodified i!l ord~r to p,romote. . i 
eonse:-vat~on .. ' . I 

The ei"i'ective date of t..us oreer is the date here,of'". 
Dated __ PP_R_·.;;;;2;....· __ ggr; .. - -___ , at ,San Fra."lcisco,.· ·California • 

,", ~. 

Co:r:missio=.er ClnJ.re'T. Dod.rl.ek .. ,'be~. 
n6ces::w.rilyab3~t .. did. )lot .pa.rt1c1j»t. 
~ :thQ ~c;pos1t1on, t)~ th1~;procood!.::lg .. ---- - - .,~.; '." . '. . 

-20-
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Schedule ~o. ?V-l 

Applicable • to Ul :cte:ecl vate: serr1ce .. 

; 

P~los Verdes tstat~s, Rolling Hills, Rolling Hills Estates. Lo~ita~ 
Rancho Palos Verdes. and vieini~y. Los Angeles Co~nty. 

.< Service Charge: 

For S/8 x 3/~~Ch =eter •••••••••••••••••••••••••• 
For 3f4-inca meter ••••• --•••••••••• - •••••••• 
For l-:tnch. 1:lC:ter ....... _.- ........................... ~ 
For ~1:a.cl:I. :lC'te.::" ........ ~ ... _ ....................... ". 
For 2 .. 1nc:h ::leter ............. ' ...... _ ........ _ ........... .,." 
For 3--inc:.h.. t:l~'C~ ...... " ........................ _ • ,. • _.". 
For 4-1nch 1net.er ... " ..... _~ ...... ' .... _ ..... _ .' ... _ .. .. 
For 6-1:c.e.h. :::eter ......... -... _ .. ,. ............................ . 
Fo:- 8-ineh met:er .. _.- -." •• - ...... _ ................ . 
For lQ.-i'O.c..'l ::l.e:ter _ ............................. ~ _ .......... _ .. 

~d:t:y Rates: 

For the !irst . 300 c~.!;., ~r 100 eu.ft. 
For the next 29~7oo eu.ft., per 100 cu.£t. 
For 411 ove: 30,000 cu_ft- r per lOO eu.!::. 

...... -... ' .. 

lbe Se:v1ee ~8~ is ~ :ead~~ess-to--se:ve e~~ge 
vb.ich is 4:>?llc.a:,le to .:1!l :ete:ect serviee a::.d to
which. is to· be added the ::on:hl.y cll.a=ge eo:Quted 
at the Q.~t:i:y b::es_ 

. Per . Meter , 
p"~'Month 

$ 3 .. 00 
5":"5 (I) 
7.45. 
10~5' 
13.00· . 
25.00' 
34.00·' 
56.00 
&. .. 00 

10L..00. eI) 

O.52S 
.sS6, (IX'.:.') 
.675' (!) 

.' 
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Eacll of :be ~ollowing increases in rates ='1' be put into effect 011 the 
inGic:Lted date by filin<; "' rate ::c:hec!ule 'W~ch adds the appropr:tate :1nc:rease to 
the rates vb.iclJ. vould o1:her-..r.t.se be :tn ef!ec: on that date. 

Service Cb.arge: 

For S/~x 3/4-i~eh meter 

For 3/4-'b.eh =eter 

For 1-:tnclJ. :::ete%" 

For J.lr:1n<:h :!Ieee:.-

For 2-1ueh. ~tcr 

For 3-1nch me te.r 

ro: 4-!neb. meter 

For 6-inehmetC%' 

Foi 8-:tnc:h meter 

Yot' lo-inch. meter 

Quantity RAtes: 

For the first 300 cu.ft •• pe~ 100 cu.ft. 

For the next: 29,700 cu.!e., pc~ 100 cu.ft. 

For all ov~r 30.000 cu.ft •• per 100 cu.!e • 

Rate~ to be Effective 
1-1-81 

$0.0)' 

.30 

..40 

.55 
1.00 

1.00 

2.00 

3.00 
4.00 

5~OO 

-1-1-82 
• 

SO.07 

..2$ .. 

.35 

.so' , .. 

. 1.00.. 
" 

1.00:,' 

2~OO 

:3.00, . 
4.00 

" 

5.00;'" 

0.OT2 

~O'6, 

~O,11 


