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S~Y OF DECISION 

By this application, the last of six in this cOllSol1clated 
rate proceeding, California Water Service Company (Cal-Water), sought 
annual step rate tncreases over the 1981-1983 period of $344,400 
(7.71), $l46,700 (3.0~), and $141,400 (2.8:), respectively, for its 
San Mateo District. 

In that a final deCision was delayed beyond the time limits 
provided in the COIaission's It.egulatory Lag Plan, the Coaa1sa1ou, 
pending issuance of a final decision, by Decision (D .. ) 92716 on 
February 18, 1981 granted tnterim relief in the amount of $82,300 
(1 .. 751,). 

By this final opinion we find reasonable and authorize a 
rate of return of 10.89~, ll.08~, and 11.50~, respectively, on rate 
base for 1981, 1982, and 1983, V1th the related rate of return on 
common equity remaining constant at 13.7t. These returns (which 
include the February 1981 interim increase) require an increase in 
annual revenues for the San MAteo District of $156,200 (3.41l) in 

4t 1981, a further increase of $154,200 (3.214) in 1982, and a further 
increase of $200,500 (4.05%) in 1983. 

We further ftnd that cal-Water's capitalization structure 
and general financial considerations permit reliance upon long-term 
f1Dancing to meet external capital needs during the test period, needs 
approximating $43 million. The Coam1ssion accepted as reasonable 
C&l-Water's estimate of 13 .. lk as the anticipated coat of such debt. 

Distriet issues were resolved by our adoption of Cal-Vater's 
estimate of consumption per average commercial class service for each 
test year and adoption of our own estimate for each test year of total 
consumption for tbe public authority class. In a number of other 
1nstances were there were 121itial differences between Cal-Water and 
staff, Cal-Water, v1th one exception, adopted suff's proposals. In 
that one exception~ staff adopted Cal-Water's est11lates. Except for 
some small changes, necessitated by resolution of other iSSues, we 
adopted the final results agreed upon by the parties. 
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'!'be increases in rates and charges vill be spread equally 
to service charges and quantity rates. In that the 25%. Iitel1ne 
cap bas already been exceeded., lifeline rates will share equally with 
all other rates in the increases .. 

FINAL OPINION 

StAtement of Facts 
Cal-Water, a California corporation with gross operating 

revenues 1n 1979 of approximately $54,OOO,OOO,1s owned by 7,700 
shareholders. It has $231,000,000 invested in utility plaut (including 
plant under construction). Employing 495 persons statewide, it is 
engaged in the business of supplying and distributing water for domestic 
and industrial purposes to 305,000 customers in communities within the 
State of California. 

Operating through 20 local districts, Cal-Water maintains 
its prtncipal place of business in tbe city of San Jose. From there 
it provides centralized billing, accounting, engineering, and water 
quality control functions to its respective local districts. A 
central meter repair facility is located in the City of Stockton. 
Cal-Water's operating districts are not integrated one with another, 
and except for allocation of general office common expenses and rate 
base to the respective distticts, the revenues and expenses of each 
district are not affected by operations in the other districts. For 
ratemaking purposes, therefore, each district is considered a distinct, 
separate entity, ancl it is the responsibility of this Commiss:lon to 
fix reasonable rates to be applicable to each district (Section 728 
of the Public Utilities (PO) Code). Rates are reasona~le when they 
provide sufficient revenue to cover the total costs (su.c:h &s operating 
expenses, depreciation charges) taxes, and return on investment) 
properly incurred in furnishing the required service. 

Asserting a necessity to offset increases in its operating 
expenses, rate base, and cost of money, on May 16, 1980, Cal-Water 
filed separate applications for six of its districts, !Dcluding the 
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instant application for the San ~teo District, seeking authority to 
increase its rates. In order to minimize the adverse effects of 
anticipated operational and financial attrition upon the company, 
Cal-Water proposed annual step increases over the next three years. 

In the San Mateo District these step increases would increase 
axm1.l41 gross revenues over those in effect .at the time this application 
was filed by $344 ,400 (7.71.) in 1981, by an additional amount of 
$146,700 (3.0~) 1n ~982, and by $141,400 (2.8t) in 1983. 

Pursuant to provisions of the Commission's Regulatory I..ag 
Plan (adopted by Commission Resolution M-4703 dated April 24, 1979), 
and follov1ng bill insert notices mailed to each customer of the utility 
in the district, an informal publiC meeting vas called for Wednesday 
evening, July 16, 1980, at 7:30 p.m. in the Council Chambers of the 
San Mateo City Ball.. Oc.e customer appeared who expressed no complaint 
about service. there were no communieations received from pUblic 
agencies or private individuals relating to the proposed increase. 

In that the applications for all six districts contained 
coa:mon issues relating. to corporate general office expenses, corporate 
financing, and the rate of return on conmon equity, the six applications 
were consolidated for hearing. Aft:er 'nOtice, pul>lic hearings were held 
in San Francisco on September 15, 16, 17, 19, And 22, 1980 before 
Administrative Law JU(lge John B. Weiss (ALJ).. At the outset of the 
hearing on September 15, 1980, C&l-Water presented evidence of 
compliance wit:h the requirements for notice, service, And pUblication 
as set forth in the Commission's Rules of Practice and Procedure . 
relative to this clAss of application. During the hearings Cal-W4'ter 
presented 'testimony and exhibits through its president, three vice 
presidents, and an assistant chief engineer.. the staff of the 
Commiasion presented testimony and exhibits through a staff project 
engineer, 4 rate-of-retunl research analyst, and three utility engineers. 
Xo public witnesses appeared. 'l'be matter vas submittec:l at close of 
hearing September 22, 1980 w:L th prOvision for .an October l4, 1980 filing 
of concurrent closing briefs. 
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'Discussion 
Service Territory. System. and Service Quality 

Cal-Water's San Mateo District includes the City of 
San Mateo and adjacer..,: un:tncorporated areas of San Mateo County. 
the population estimated to be served is over 99,100. Service is 
rendered through 23,998 service connections located at elevations 
varying £rom. near aea level to about 630 feet above aea level. "J:be 

entire va~er supply is purchased from the San Francisco Water 
Department. In 1979 almost 4.1 billion gallons were purchased; and 
32 electrically powered booster pumps, automatically contrOlled, 
convey the water from five delivery connections through 245.8 miles 
of main (up to 24 inches in diameter) to storage facilities capable 
of holding approximately 14.5 million gallons, and directly to the 
customers. All services other than fire protection are metered. 

During 1979 Cal-Water logged 321 customer complaints; over 
60 percent pertaining to leaks. During the first four months of 1980 

4It there were another 140 complaints. According to our staff's iuvesti­
gation these complaints were resolved by the utility within a reasonable 
time after notification. Judging from. the nature of the complaints 
and the lack of response to this application, it would appear that 
service in this district is satisfactory. 

Conservation 
Cal-Water presented evidence of its continuing efforts to 

promote conservation. Responsibility has been delegated to all distric~ 
managers to speak to sehool groups and to civic organizations on the 
subject. In addition, the district continues to maintain & conservation 
display in its office and offers free water-saving kit~/ as well as 
informational brochures. Apart from bill inserts featuring conservati01l 
.ess.ages, the company provides billing information to enable customers 
to compare current usage with usage for a comparable previOUS year 
billing period. Twice during 1979 the backside of each recycled billing 

1/ The San Mateo District during the drought periocl gave away more 
conservation kits than there were customers in tbe district. 
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e envelope featured a conservation message; for example, a band on a 
faucet turning off clripping vater with the message, "Do • good. turn." 
In San Mateo it is evident from 1979 sales levels that cOD.servat1on 
practices initiated during the 1977 vater-rationing program are still 
affecting salea, although to a lesser extent than in 1978. 

In the interest of power conservation the utility has also 
instituted a pump-efficiency testing program, and has furnished staff 
with reports which show that the district's pumps are either within or 
above the fair range established in D.88466 dated February 7, 1978, 
in Case 10114. 

Presen'C and Proposed Rates 
!be San Mateo Distriet in 1979 served an average of 23,748 

residential and business (commercial class) services, 14 industrial, 
anel 223 public: aU1:hori1:y services on 11:8 metered schedules, and 1,,968 
public and private fire protection services on its flat rate schedule. 

The last general rate increase for this district was 
authorized by D.89111 dated July 25, 1978, in Application 57331. In 
addition" two advice letter offset increases, two rate increases, and 
two advice letter decreases have been authorized.. 'lbe rates in effeet 
at time of filing this application became effective March 4, 1980 by 
Resolution W.2596.~/ By the instant application the utility proposes 
to raise its rates for general metered service. 

A comparison of present general metered service rates 
(updated to reflect the June 3, 1980 offset increase - see footnote 1) 
and compauy-proposed rates follows: 

~/ Since filing this applieation,Cal-Water received authority (effective 
Jane 3, 1980) by ~esolution W-2652 (Advice Letter 733) to increase 
its rates approximately $53,800 (1.3%) to offset purchased power eost 
increases resulting frena PG&E's April 29, 1980 rate iDc:rease, a 
balancing account adjuatment, and changes in ad valorem taxes .. 
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Cal-Vater Service Company - San ~teo District 
Comparison of Monthly Rates - Present and Pr2pOsed 

Present'*1 PrO'OOsed Rates 

Genera 1 Metered SerVice Rates 1981 1982 1983 - -
Service Charge: 

Por 518 x 3/4-inch meter $ 2 .. 53 $ 2.72 $ 2 .. 80 $ 2 .. 88 
For 3/4-1nch ueter 3.20 4 .. 50 4.75 5.00 
For 1-iueh meter 4.23 6.10 6.50 6.90 
For 1 1/2-tncn meter 5.95 3.60 9 .. 10 9.75 
For 2-inch meter 7.67 11.00 11.70 12.75 
For 3-inch meter 15.56 20.00 21.00 22.00 
For 4-inCh meter 20.75 28.00 30 .. 00 32 .. 00 
For 6-inch meter 32.18 46 .. 00 49 .. 00 51.00 
For 8-inch meter 47.75 69.00 73.00 77 .. 00 
For 10-inch meter 60.24 85 .. 00 90 .. 00 95,.00 

Quantity Rates: 
For the first 300 cu.ft., 

per 100 cu. ft. $ .561 

..737 

$ .603 $ .620 $ .637 
For the next 29,700 cu.ft .. , 

per 100 cu. ft. 
For the next 30,000 cu.ft .. , 

per 100 cu .. ft. 

.. 771 

.. 689 .708 

The Service Charge is a readiness-to-serve charge 
which is applicable to all metered service and to 
which is to be added the monthly charge computed 
at the Quantity Rates. 

.791 .810 

.. 725 .734 

# Service charge rates include Fire Protection Revenue Loss Surcharge. 
* From Tariff Sheet 2471-W, effective June 3, 1980 .. 
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Under Cal-Water' s proposed rates, an average metered 
commercial (business aDd residential) customer with a SI8 x 3/4-1Jleb 
meter 1.18ing 1,700 cu. ft. of water per montb, would have his monthly 
bill increased $.79 (5.4~) 1n 1981, $1.20 (8.3~) 1n 1982, and $1.60 
(11.04) in 1983. An average metered industrial customer with a 
2-inch meter, using 20,000 cu.ft. of water per month, would have his 
monthly bill increased $10.16 (6 .. 6~) in 1981, $14.85 (9.6'%.) in 1982, 
and $19.69 (12.71) in 1983. 

Results of Operations 

As part of its application cal-Water submitted summaries 
of operating revenues and expenses incurred in the San Mateo District 
for the five-year period 1975 through 1979, together with s1m1lar 
summaries covering expenses of its general corporate operations. 
From these it projected district operating revenue and expense 
estimates for the test years at issue, using the latest known rates 
for purchased power, ad valorem taxes, and other data. After sub­
m1ss1on of Cal-Water's application, as changes occurred, instead of 
amending the estimated sUDI'Ilaries of earnings each time, cal-Water 
informed suff of the changes, and furnished the new data so that 
staff could reflect the changes and later data in its later exhibits. 
'I'berefore, when staff's exhibits were filed., in some instances they 

varied from Cal-Water's~ In part, this is because they may be based 
on later information; in other eases it is because Cal-Wate".l and staff 
did not agree on underlying elements going into the estimates. 

Cal-Water checked staff' s exhibits where they varied from 
its own and considered them. In many instances, particularly where 
there vas little impact, Cal-Water took no issue and adopted staff' 8 

proposed adjustments. In other instances, while not agreeing wit:h 
stAff but desiring to expediu the proceeding, Cal-Water elected not 
to contest the differences. However, in two instances where the 
iapaet vas deemed significant, Cal-Wat:er could Dot w111ingly accept 
staff's adjustments and put them into issue for our resolution. 'l'bese 

-8-



A .. 59663 ALl I ec 

relate to staff's proposed adjustments for commercial and public 
authority metered sales. Another staff-proposed adjustment involving 
advances for a large subdivision project vas dropped by staff during 

the bearing. 
Table ~,vhich follows, sets forth the summaries of earnings 

initially proposed by each party, based on. rates in effect March 4, 1980. 
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TABLE 13 

Cal-Water Service Comp~ny - San ~teo District 
Comp~ri~on - Applicant & S~f - original s~ry of Earnin9~ 

(Do11~rz in lhous~n~s) 

Te~t Year 1981 Test Year 
Item~ AEE1ic~nt Staff Applic~nt 

Present TOtes 

1982 
SUff 

Operating Revenues $ 4,503.7 $ 4,651.5 $ 4,564.3 S 4,7l9.9 

Operating EXpenses 
PurcMsed Power 101.3 105.3 102.7 107.0 

Purehase~ w.)tcr 1,645.5 1,709.8 1,670.5 1,737.6 

p~yroll-District 432.8 432.8 469.5 469.5 
Other Oper. & ~int. 290.9 290.9 317.4 317.4 

Other Admin. & Ccnl. & 

Misc. 33.4 33.4 35.2 35.2 
Ad V~lorem Taxe~ - Dist. 107.6 107.6 1l4.9 114.7 

Payroll Taxes - Oizt. 31.8 31.8 34.5 34.5 

Business License 20.0 20.0 20.0 20.0 

:oepreciation 294.6 291.9 308.8 307.1 

Ad v~lorcm Taxes-C.O. 1.9 1.9 1.9 1.9 
Payroll Taxes-G.O. 8.6 8.6 9.3 9.3 
Other Prorates-G.O. 338.2 333.7 366.1 36l.0 

Subtotal 3,306.6 3,367.5 3,450.8 3,515.2 

Uncolleetibles 8.8 9.1 S.9 9.2 

Income T~xes Before ITC 239.5 308.9 174.3 249.8 

Investment Tax Credit (86.2) (86.2) (89.9) (S9.9) 

total Oper. Expenses 3,468.7 3,599.3 3,544.1 3,684.3 

Net Operating Revenues l,035.0 1,052.2 l,020.2 1,035.6 

Rate ~se 10,503.9 10,411.7 10,919.9 10,847.6 

R.;).te of Return 9.85% 10.11% 9.34% 9.55% 

pro~sed Rat<:':; 

Operating Revenues 4,848.1 5,002.2 5,058.9 5,226.1 

Operatin9 Expenses 
Subtotal 3,306.6 3,367.5 3,450.8 3,515.2 
Uneollec'tibles 9.5 9.8 9.9 10.2 
Income TaxeS Before ITC 415.4 488.1 427.0 50S.4 

Investment Tax Credit (86.2) (86.2) (89.9) (89.9) 

TOtal Oper. EXPenses 3,645.3 3,779.2 3,797.8 3,943.9 

Net Operating Revenues 1,202.S 1,223.0 1,261.1 1,282.2 

Rate Base 10,503.9 10,411.7 10,919.9 10,847.6 

Rate of Return 11 .. 45% 11.75% 11.55% 11 .. 82% 

(Red Figure) 
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In reviewing the eS1:imates underlying these sUDDflr1es" 
and the adjustmenes proposed by staff and adopted by Cal-Water" and 
in resolving the issues remaining between Cal-Water and staff at 
conclusion of the hearing, we will consider eAch component to the 
sammaries in turn. 

Estimates of Operating Revenues 
In this instance the two most significant factors underlying 

revenue estimates are the estimates of the number of customers in a 
class and water consumption per service for that class. Looking first 
to the cOUlDercial metered class (residential and business customers), 
we see that while staff accepts Cal-Vater's estimates of the average 
number of services to be anticipated each test year, it does not agree 
with Cal-Water on the consump1:ion per average service to be anticipated 
each teS1: year. Staff's estimates of consumption are substantially 
higher than Cal-Waters. Consumption pe. average service, plotted out on 
a graph for the period 1970 through 1976, produces a slowly declining 

trend line, but the average consumption in 1977 was down from 1976 by 
nearly 35%., and for 1978 and 1979, while rising sign1£ic:antly, had not 
returned to the pre-drought level. l'herefore, the big issue is B. 

judgmental one of how mueh residual conservation there will be in 1981 
.and 1982. Use of the "Modified Bean Method" seems inappropriate here 
because of usage changes since the big drought which hit San Mateo 
District hard. The decline in consumption is due more to conservation 
than to weather conditions since the drought. 

Iu making its projections, Cal-Water assumed that the 
conservation ethic in San Mateo is well-established and that the 
residual conservation which occurred in 1978 and 1979 would continue, 
but at an ever-decreasing rate. It did not, furthermore, expect per 
customer sales to return to pre-drought levels durtng the test period. 
Accordingly, it used recorded data to estimate tbat test period sales 
would continue to increase at an ever-declining rate of 50~ ~f the 
previous year's increase, and ani vee:! at a sales per average customer 
of 204.5 Ccf for 1981 and 206.3 Cef for 1982. 
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On the other hand, staff used coefficients obtained from 
the normalized consumption trend line developed for pre-drought years 
1970 through 1976, to extrapolate the 1976 to 1979 recorded data, 

applying a residual conservation factor (derived from staff's experience 
in Cal-Water's MOnterey District) of roughly 2Z, to arrive at an 
estimate of sales per average customer of 212 Ccf for 1981 and 214 Ccf 
for 1982. 

Apart from the questionable appropriateness of applying 4 

residual conservation factor drawn £rom a dist:rict so disparate from 

San Mateo as Monterey, at least in the absence of some evidence with 
reference to similarity of climate, or use patterns, or of type of 
customers, we have further difficulty in ignoring completely the 
pattern of sales increases since the 1977 drought. l'bat pattern shows 
a'll i'llcrease in sales ~r customer each year of about half 'the increase 
of the following year ."1/ Cal-Water cast this pattern and projected 
it as follows to reach its est1mate: 

1977 149.8 Cc:f ) 
1978 178.7 Cc£, an increase of 29.9 Ccf) Recorded 
1979 193.4 Ccf, an increase of 14.7 Ccf) - - - - . - - - - - - - - - - - - - - - - - -- - - - -
1980 200.8 Ccf, an increase of 7.4 Cef) 
1981 204 .. 5 Cc£, an increase of 3.7 Ccf) Projection 
1982 206.3 Ccf, an increase of 1.8 Ccf) 

We note tbat the San Mateo District during the 1977 drought period 
achieved conservation of 40 to 451. when the mandatory rationing program 
(imposed by the San Francisco Water Department) basically held tbe 
customers to 751 of comparable usage in the 1976 billing periods.. We 
are aware that the conservation ethic has had a pronounced residual 
effect since 1977. We recall that Cal-Water distributed a very large 
number of conservation. kits and is still promoting conservation.. We 
beard mention of lawns in the district being converted to eolored rock 

"!/ In addition, the 6-month increase between December 1979 and June 
1980 of 4.9 Ccf per service (198.3 less 193 .. 4 - 4.9) is exactly 
balf the increAse in the corresponding period between December 1978 
and June 1979 (188.4 less 178.6 - 9 .. 8 Ccf). 
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e landscaping. It would also appear that price elasticity is begitm:1ug 
to take effect. From the above we tend to agree with Cal-Water that 
residual conservation still bas a way to go before being exhausted. 
The most: recent 1980 recorded data tends to support tb.e declin1ng 
percentage approach taken by Cal-Water.. In the absenc:e of the 
&'pplieab11ity of any empirical formula, we will adopt Cal-Water' s 
estimates of consumption for the test years. 

the differences between Cal-Water .Dd staff consumption 
estimates for industrial class revenues in the test years are a :esult 
of different methodology. Staff projected the approximate 30 Ccf per 
service increase from 1978 to 1979 to attain its estimate of 940 Ccf 
for 1981 and 970 Ccf for 1982 (per service). It also projected 
addition of oue aud two new services, respeetively, in the test years, 
basing the projection on a review of the additions made between 1976 
and 1979, inclusive. Cal-Water had assumed no new services and bad 
merely trended total class sales as recorded 1977 through 1979.. At 
the bearing Cal-Water accepted staff's estimate as do we. 

We turn uext to the disputed public authority ~tered class 
estimates. We note that long-term (1970-1979) consumption per average 
service bas been trending downward. Apart from 1976 and 1977, the 
trend line was smooth. In 1976, consumption spurted upward, only 
~o plunge below tbe ~rend line in 1977. With 1978 and 1979, at 
ll50.9 Cef and 1139.0 Ccf, respectively, the trend line was resumed. 

Cal-Water, following the slightly downward trend line, 
projected per service consumption of 1126.4 Cef for 1981 and 1125.2 Cef 
for 1982. Cal-Water also projected on a decreasing seale the rate 
of acquisition of new services to forecast 231 average services for 1981 
and 234 for 1982. therefore, Cal-Water estimates total c01lsumption for 
the public authority elass at 260.2 JCCcf (1126.4 x 231) for 1981, and 
263.3 lCef (l125.2 x 234) for 1982. 

Conerasted to this, and influenced strongly by additional 
later data on total consumption through August 1980, staff estimated 
average sernce consumption of 1190 Ccf for 1981 and 1200 Cef for 1982. 

~ Staff alao projected a more accelerated rate of aequisition of new 
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average services than did Cal-Water, forecasting 237 average services 
for 1981 and 241 for 1982.. Therefore, in its turn staff estimates 
total consumption foX' the public authority class at 282.0 J:Cc:f 

(1190 x 237) for 1981, and 289.2 ICcf (1200 x 241) for 1982. 
Cons1ctering prevailing economic condit1ons, we find staff' s 

estimates of the number of average services to be anticipated 1n 1981 
and 1982 to be too high. Staff bas accelerated the pace of acqu1sit1on 
in possible implication from economic conditions, but without substan­
tiation on the record. We find Cal-Water's declining rate of acquisition 
estimate to be the more pe%'su&si ve.. Following is an a'Q&lysis of the 

respective positions of the parties: 
~ Staff (Change) Recorded (Change) 
1982 241 +4-
1981 237 +7 
1980 230 +7 - - ~ - ~ ~ ~ - - - ~ - ~ - - - - - - ~ 

1979 
1978 
1977 
1976 

223 
218 
213 
207 

+5 
+5 
+6 

Applicant 
234 
231 
228 

(Chenge ) 

+3 ) 
+4 ) Esti­
+S ) mated 

~ - ~ - - ~ - - -- - -
~ i.e-
) corded 
) 

It is far more difficult from the paucity of data presented 
to analyze and make projections applicable to consumption per ave:age 
serVice; bowever, we do know that 1979 per service figures were only 
• shade below those for 1978, thereby bending the treudline above its 
1970-1978 (excluding 1976 and 1977) long-term downward sl~, and 
indicating A flattening if not upwaX'Q turo.. If we factoX' out the 
five largest public authority services (three schools, hospital, and 
county building) tbe curve bas def~itely bottomed out and is ascending_ 
In addition, the 1980 later recorded dau through August show a 
decided upward turn in total consum.ption for the class _ All this 

leads us to conclude that the correct total consumption for the public 
authority class tends to fall somewhere between the'respective estimates 
of the parties. Adopting staff's esttmates of consumption per average 
service, and applying to them Cal Water's est1mates of the number of 
average services to be anticipated we obtain the follow1Dg: 
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1981: 1190 Ccf/serv1ce x 231 average namber services -
274.9 JCCcf. 

1982: 1200 Cef/service x 234 average number aervices -
280.8 KCcf. 

We conclude that these total consumption estimates for the test years 
are a reasonable indication of what consumption will be for the public 
authority class,and adopt them. 

Applying present rates to the respective above stated sales 
estimates for each class of ser"T.lce and totaling these, we obtain the 
operating revenues we adopt for 1981 and 1982 test years, as set forth 
in Table E, our adopted Summary of Earnings. 

Estimates of Operating E~ses 
Operating expenses are those eosts which are incurred by a 

utility in providing service to its customers. They include not only 
the operation and maintenance costs, administrative and general expenses, 
depreciation charges, and taxes paid by the district, but also a 
pro rata share of those same expenses as they were incurred by the 

4t corporate facilities of the utility in support of the district. In 

• 

the instant proceeding staff analyzed Cal-Water's estimates of operating 
expenses applieable to both the district and the corporate general 
office facilities. 

With minor exceptions and adjustments resulting 1n Det lowe-r 
companywide prorations of $7,800 in 1981, and $8,900 in 1982, staff 
found Cal-Water's general office estimates reasonable. the adjustments 
were to the general office insa:r:&nce, office supply, and pension expense 
estimates. Staff also verified that the San Mateo District's share was 
properly allocated to the district in accordance with standard four­
factor proration procedures accepted by this Commission. Cal-Water 
agreed to the staff adjusements and made appropriate adjustment to its 
operating expense estimates at the bearing. 

Turning next to the area of the district's own operating 
expenses, we see that staff atullyzed the utility's report, supporting 
work papers and methods of estimating operation and .a1D.teD&DCe 
expenses, administrative and general expenses, utility plant additions 

-15-



A.59663 ALJ/ec 

and depreCiation expense as well as taxes, etc.. In most instances 
it found Cal-Water's estimates reasonable and these we adopt.. However, 
certa1n of the expenses derive from underlying estimates of water sales; 
and since Cal-Water and staff disagreed on toeal consumption, they 
arrived at differing estimates for those other expenses that derive 
from the water sales volume.. For example, the cost of purchased power 
clepends UpoD the aDlOunt of power required 1:0 boost water to higher 
elevations; the more water to be moved, the more power needed. 'the 
cost of water depends upon the amount which must be purchased from 
San Francisco to meet estimated demand.. Ad valorem taxes depend upon 
the amount of prope'rty beld by the district.. Depreciation expense 
depends upon the plaut and allowed additions.. Uncollectibles are a 
percentage of gross revenue.. Taxes depend upon income and financing 
consequences.. In the instant proceeding we need not analyze the 
differences in estimates once we know that the differences arise out 
of underlying total water demand, plant additions, and method of 
financing rather than content or methodology.. Because we have 
determined water demands that differ from either Cal-~ater or staff, 
our estimates of purchased power and water mast necessarily differ .. 

First, as to purchased water: S1.UIIDariz1ng the estimates 
of total c:ous\.lmption, class by class, as estimated by Cal-Water, staff, 
and ourselves, we obtain the following: 

Class 
Comnercial 
Industrial 
Public Authority 
Other 

Unaccounted For 
Purchased Water 

KeCF per Test Year 1981 
Adopted cal-Vater Staff 

4,915 .. 8 4,915.8 5,096.1 
15 .. 0 13 .. 7 15.0 

274 .. 9 260.2 282 .. 0 
8.9 8.9 8.9 

5,214 .. 6 5,198.6 5,402.0 
631.4 632.0 656 .. 8-

5,846 .. 0 5,830.6 6,058.8 

KCCF per Test Year 1982 

Adppted cal-Vater Staff 

4,989 .. 0 4,989.0 5,175.2 
16.5 14.5 16.5 

280 .. 8 263.3 289 .. 2 
8-.9 8.9 8 .. 9 

5,295.2 5,275.7 5,489 .. 8 
641.1 641 .. 4 667.5 

5,936.3 5,917.1 6,157.3 

At an average cost of $0.2822 per Cef, in 1981, 5,846.0 J:Ccf of water 
will coat $1,649,700, and in 1982, 5,936,.3 KCef of water will cost 
$1,675,200. 
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Next, we look at the cost of purchased power: In this 
d.istrict, 0.2905 kWh of electric: power is required for each ecf vater 

purchased. 'lbe present electric power rates for Pacific Cas and 
Electric Company (PG&E) were made effective on April 29, 1980. Based 

on these rates, staff estimates the cost per kWh of power to be 

$0.07319. Accordingly, our purchased power cost for test yea.r 1981 
ia estimated to be $1.24,300 for 1981 and $126,200 for 1982 (1981: 

5,846.0 Ccf x 0.2905 - 1,698,500 kWh x $0.07319 - $124,300; and 1982: 
5,936.3 Ccf x 0.2905 - 1,724,800 kWh x $0.7319 - $126,200). 

Ad valorem taxes generally vary with the three factors of 
net utility plant plus materials and supplies, assessment ratiO, and 

tax rate. Computations are made for a fiscal year using the tax rate 
of 0.905 and the begitllling of year net plant and materials and supplies. 

Here the ad valorem taxes for 1981 work out to $106,500 for test year 
1981, and $113,900 for test year 1982. 

Staff originally esttmatec1 depreCiation expense for each 

test year slightly lower than did Cal-Water. Both parties essentially 

used the same methodology and the small differences were due to 
differing estimates of plant additions, advances (including the timing 
of a carryover involving unspent advances on Sugarloaf III, a real 
estate development) and contributions. For both years, as discussed 
UDder rate base, staff's estimates of additional advances were lower 

than Cal-Water' s, and staff's estimates of contributions were higher 
than Cal-Water's. In addition, for 1982 staff proposed to delete a 
company-funded c:arport. At the hearing Cal-Water accepted staff's 
adjustments and in return, staff, after receiving confirmation of 
cancellation or deferment for now of Sugarloaf III, dropped objections 
to Cal-Water's proposed unspent advances carry-over each test year. 

'l'herefore, we adopted Cal-Water' s adjusted depreciation expense estimates 
of $287,600 for 1981 and $307,100 for 1982. 

Differing estimates of unco11ectibles and iDeome taxes, 

respectively, arise out of differing estimates of operatiDg revenues from 

the various customer clasaes, and from the election to ftDance during 
the teat year period by use of long-term debt. In computing taxes, the 
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full flow-through method was used.. Both parties used a three-year 
average at a 101 rate to determine investment ~ eredits for the 
test years.. the 9. 6t california eorporation franchise tax rate, the 
46~ federal income tax rate, and a 0.195 uncollectible faetor were 
used in computing the respect:1 ve items. Because we obtained differing 
operating revenues, as discussed earlier, we obt:a.1ned slightly 
different uncolleetible expense and taxes than did the parties. 

Having adopted the above stated operat:1ng expense eattmates, 
we set them forth in Table E of this opinion. 

Rate 'Base 

C&l-Wat:er used weighted average balances to develop its 
depreciated rate base projections for t:he t:est: years. It based these 
projections upon recorded data for the preceding five-year period, 
and upon preliminary construction budgets adopted pertaining to 
anticipated plant additions to be financed by the utility during the 
test year period. Included in its projections were allocated pro rata 

e portions of the corporate plant, and it made adjustments to incorporate 
applicable weighted average depreciation reserves. After analysis of 
Cal-Water's project1on~ for the most part staff found them reasonable. 
But in some instances staff made its own independent estimates, 
resulting in certain proposed adjustments. Except for one adjustment 
to utility plaut proposed by staff, Cal-Water adopted staff's adjustments. 
In that one exception, based upon later informs:cion staff accepted 
Cal-Water's estimate. We will review these adjustments, begiDning with 

the elements making up weighted ave~age plant in service. 
In its analysis of utility-funded additions, staff observed 

that Cal-Water included $42,700 in its 1980 budget to complete a 1979 
project. Staff agreed to this "carry-over" because although the money 

was spent and the job completed 1n 1979, the amount vas uot trausfer.red 
to the plant account until 1980. In the 1982 budget staff would delete 

• proposed carport in the field yard, asserting that tarpaulins could 
be uaed instead to protect Cal-Water' s trucks. While Cal-Water accepted 
this deletion from its budget we. are not entirely convinced that it i.s e good economies. San Hateo is subject to uight condensation and fog, 
all conducive to rust and premature deterioration of equipment left 
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e exposed in it. Taxpaul1ns axe at best a temporary expedient in such 
climate and in a subsequent proceeding, i£ it is still necessary or 
convenient to park company vehicles in the field yard, we would be 

disposed to hear more of the pros and cons relative to erection of 
& carport. In the instant proceeding we will accept Cal-Water' s 
dropping of the proposal and will delete the $75,000 originally 
included in the 1982 budget for this company-financed construction. 

Passing from company-funded additions to plant to advances 
for construction, we see that staff's estimates for test years 1981 
and 198~respectivel~are $72,000 and $81,700 lower than Cal-Water's 
estimates. the company used a least-square trend technique to obtain 
its estimates, whereas staff, with access at the last minute to six 
months of recorded 1980 data, concluded that a simple average would 
provide more reasonable results. At the hearing Cal-Water accepted 
staff's results. We will adopt them too. 

In 1979 Cal-Water had $263,lOO in advances deposited with 
it, but at year's end $197,600 had not been spent. For the test e years, Cal-Water had estimated that $33,700 would be unspent at the 
end of each year. Tberefore, it included $163,900 ($197,600 ~ $33,700 -
$163,900) in its 1980 utility plant addition's estimate. Anticipating 
that Sugarloaf III, a large San Mateo subdivision, would be started 
in late 1980, staff contended that for 1980 no "carry-over" at all 
would be the most reasonable approach, believing that unspent advances 
at the end of 1980 would be at least as great as at the end of 1979. 
However, staff was agreeable to some carry-over into 1981 plant 
additions, concluding that $120,600 would be appropriate. The issue 
faded, however, when, during the hearing, staff learned that the 
developer had canceled the new development. Based on this latter 
information, staff withdrew its objectiOfts to Cal-Water's estimates 
of unspent advances to be included in the test years. We conclude that 
staff acted appropriatelY and adopt Cal-Water's estimates. 

With respect to contributions, staff, with access to six 
.ontbs of later 1980 data than was available when Cal-Water prepared 
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its estimates, forecast 1980 contributions $78,200 higher than did 
Cal-Water, and at $18,900 higher each year for test years 1981 and 
1982. As did Cal-Water at the hearing, we too adope staff's more 
reasonable esti~tes as our own. 

Proceeding on with examination of the components which 
lead to the differing rate base determinations, we pass from utility 
plant in service elements to the remaining components making up the 
average depreciated rate base projections. 

Under working capital we see that Cal-Water and staff had 

no disagreement with estimates for materials and supplies, or with 
minimum bank cash deposits, and we accept their estimates. But they 
did differ on working cash allowances. While both parties used the 
"lead-lag" ciay approach, staff used its own estimated figures for 
revenues, expenses, and rate of return. In that Cal-Water accepted 
staff's result we too will adopt staff's figures.~/ 

In estimating adjustments to utility plant, Cal-Water and 
staff ~greed on reserves for amortization of intangibles and general 
office allocated rate base, but differed slightly with respect to 
their estimates on customer advances for construction, and differed 
substantially on contributions. As noted in our discussion earlier 
on customer advances, we adopted Cal-Water's estimates. Consequently 9 

here too staff's proposed lowe~ esti~tes for the test years are 
inappropriate, and we will ~dopt Cal Water's estimates on these 
adjustments. However, with respect to adjustments for contributions, 
as noted earlier, staff's estimates were based on later data and 
will be adopted, resulting in estimates for 1981 and 1982, respectively. 
$86,900 and $l04,100 higher than Ca1-Water's. 

Finally, in considering deductions for depreciation reserves 
we see there were but minimal differences between Cal-Water's esti~tes 
for the test years and those of the staff. These differences derive 
from differing estimates of plant additions. There we adopted scaff's 

1:,/ We wish to note, however, t.hat using our revised component figures, 
one would arrive at $129,500 for 1981 and $136,600 for 1982 with 
respect to working cash allowances. But as the change to rate base 
in turn would produce only a small change in net operat.ing revenue, 
we will not alter the rate base accepted by Cal-Water • 
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smaller estimates as our own and, accordingly, here we are also 
cODstrained to adopt staff's lower weighted average depreciation 
reserve estimates which result. 

After the foregoing review we find that our cone lusions 
result in average depreciated rate base of $10,479,700 being adopted 
for 1981, and $10.,851.,900 being adopted for 1982, as set forth in 
Table E, our adopted Sumaary of Earnings. 

Rate of Return 
In D.92 604 elated JanUAry 2, 1981, in Application 59660 

(Bakersfield District), the Commission adopted as reasonable for the 
six companion clistricts2/ of Cal-Water involved in the instant 
consolidated proceeding, rates of return of 10.89%, 11.081., and 11 .. 501-
for the years 1981, 1982, and 1983, respectively. these rates of 
return are designed to hold return on common equity at 13.7: during 
that three-year period. 

In that same deciSion, and equally applicable to the same 
six companion districts involved in the instant consolidated proceeding, 
the Commission determined that at this point in ~1me Cal-Water's 
capitalization structure and general financial circumstances did not 
preclude reliance upon long-term debt financing through the test period 
for all financing anticipated herein, and found reasODAb1e Cal-Water's 
estimate of 13.1~ as the anticipated cost of such debt financing. 

Since we discussed these subjects extensively in D.92604., 
it is not necessary to repeat that material here; rather, we will incor­
porate by referenee our previous diseussion. For immediate reference 
purposes, however, we attached Table C, a comparison of Cal-Water's and 
staff's positions on rate of return, and Table D., our adopted rates of 
return, to show how our adopted rates of return for 1981, 1982, and 1983 
were derived • .2/ 

?./ Applications for increases in rates for the Bakersfield, Stockton, 
Visalia, Chico-Hamilton City, Salinas, and San Mateo districts of 
Cal-Water were filed simaltaneously on Hay 16, 1980, and were 
consolidated for hear1ug. 

fl..! In D.92604, these tables are Tables D and. E, respectively. 
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e 
UBLE C 

Ra te of Return Comparison 

A221icant Staff*' 

Capital Cost W~t'd. Capital Cost 'W'~t'd. 
Ratio Factor ost Ratio Factor ost 

1981 
Long-term debt 54.11 9.32: 5.047. 50.0: 8.83~ 4 .. 4rL 
Preferred stock 4.3 6.50 .28 8.0 8.03 .64 
Coumon stock 41.6 15.00 6 .. 24 42.0 13.20 5.54 

Total 100.0 11.56 100.0 10.60 
1982 

Long-term debt 54.3 9.54 5.18 50.0 8.97 4.49 
Preferred stock 4.0 6.46 .26 8.0 8.79 .70 
Corzaon stock 41.7 15.00 6.26 42.0 13.20 5.54 

Total 100.0 11.70 100.0 10.73 
1983 

Long-term debt 54.7 10.86 5 .. 94 50.0 9.39 4.70 
Preferred stock 3.7 6.42 .24 8.0 8.79 .70 
COIIIDOn stock 41.6 15.00 6 .. 24 42 .. 0 13.20 5.54 

Total 100.0 12.42 100.0 10 .. 94 

*Staff assumed constant capitalization rates 
throughout the 3-year test period to allow 
step rates for financial attrition, based 
on an average for the 3 years. 
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TABLED 

Cal-Water Service Company - Adopted Rate of Return 

Component 
Average Year 1981 

Long-Term Debt 
Preferred Stock 
CoDmon Equity 

Total 
Average Year 1982 

Long-Term Debt 
Preferred Stock 
Common Equity 

Total 
Average Year 1983 

Long-Term Debt 
Preferred Stock 
Coumon Equity 

Total 
Assumptions: 

Capitalization Cost Wgt' d. 
Ratio Factor Cost 

54.2% 9.07% 4.92Z 
4.2 

41.6 

100 .. 0 

54.2 
4.2 

41.6 
100.0 

54.2 
4 .. 2 

41 .. 6 
100.0 

6.50 
13.70 

9.43 
6 .. 48 

13.70 

10.20 
6.44 

13.70 

.27 
5.70 

10 .. 89 

5.11 
.27 

5.70 
11 .. 08 

5.53 
.. 27 

5.70 
11 .. 50 

.After Tax 
Interest 
Coverage 

2 .. 21 

2 .. 17 

2 .. 08 

(1) To allow undistorted step rates and provide for financial 
attrition) we assumed a constant capitalization ratio for the 
3-year period; computing it as the average of each year's average. 

(2) Average beginning and year-end capital costs were used .. 
(3) FinanCing through long-term debt at 13 .. 1% in the 1981-1983 period. 
(4) Return on common eqUity was held constant at 13.7:. 

Authorized Revenue Increases 

l'ab1e E) our adopted Swzmary of Earnings, follows.. It 
reflects our resolution of the issues pertaining to operating revenues 
and expenses, and rate base.. It also reflects the impact of external 
fia&ncing through use of 10llg-term debt at lS.l%.) and sets forth 
operating revenues which would be provided at present rates and those 
which will be required to produc:e the 13. n rate of return on CODlDOn 

equity we are authorizing for the test years. 
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TABLE E 

CAl-Water Serv~ce COmpany - San Mateo District 
A40pted Summary of Earnings 

At Present Rates 
Operating Revenues· 
Operating EXpenses 

Purchased Power·· 
Purch.ased Water 
PaYX'oll-D~st. 
Other Oper. & Maint. 
Other A4min. & Genl. & Misc. 
Ad Valorem Taxes-Dist. 
Payroll Taxes-Dist. 
Business License 
Depreciation 
Ad Valorem Taxes-C.O. 
Payroll Taxes-G.O. 
Other Prorates-G.O. 

Subtotal 
O'ncollectibles 
Ineome Taxes Before I'I'C 
Investment Tax Credit 

Total Oper. Expenses 

Net Operating Revenues 

Rate Base 

Rate of Return 

At PrOposed ~tes 
Operating Revenues 
Operating Expenses 

Subtotal 
O'nco11ectib1es 
Income Taxes Before I'l'C 
Investment Tax Credit 

TOtal Oper. Expenses 

Net Operating Revenues 

Rate Base 

Rate of Return 

$ 4,575.4 

124.3 
1,649.7 

432.8 
290.9 

33 .. 4 
106.5 

31.8 
20.0 

287.6 
1.9 
8 .. 6 

333.7 
3,321.2 

8.9 
266.4 
(86.2) 

3,510.3 

1,065.1 

10,4'79.7 

10.l6% 

4,7S1.6 

3,321.2 
9.2 

3.46.2 
(8~. 2) 

3,590.1. 

1,141 .. 2 

10,479.7 

10.89% 

(Red Fi9urc) 

Test Year 1982 

$ 4,639.6 

126.2 
1,675 .. 2 

469.5 
317.4 
35.2 

113 .. 9 
34.5 
20.0 

307 .. 1 
1.9 
9 .. 3 

361.0 
3,471.2 

9 .. 0 
199.1 
(89.9) 

3,589.4 

1,050.2 

10,851.9 

9.68% 

4,952 .. 0 

3,471.2 
9.6 

358.7 
(89.9) 

3,749.6 

1,202.4 

10,851.9 

11.08% 

* Operating Revenue is base4 on June 3, 1980 W-2652 
authorization. 

** Purchased Power is calculated at April 29, 1980 
PC&E rates. 
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Contras~1ng ~he ope~a~1ng revenues see forth in Table E, 
it is apparent that the rates of return which we are authorizing will 
produce additional gross revenues of $156,200 in 1981, an increase of 
.3.414 over the revenues which would have been produced by the rates 
authorized at the time the instant ap~lication was heard. However, 
it must also be noted that these new revenues will include the 
approximate $53,800 (1.3l) increase authorized, after filing of the 
instant application, to offset increa~ed power costs derived from the 
April 29, 1980 PG&E increase, a balancing account adjustment and 
changes in ad valorem taxes. In 1982, an additional $l54,200 will 
be produced, an increase of 3.2l1.. In conformity with our p~eviously 
stated preference that districts of Class A water utilities not file 
general rate applications more frequently than once every three years, 
a third set of rates in the form of a step increase will be authorized 
in this decision for 1983 to allow for attrition, both operational and 
financial, after 1982. Following methodology used in our most recent 
decisions in preceding similar applications (D.92244 ano 91537 in Cal­
Water Livermore and Southern Cal-Water Metropolitan, respectively), the 
operations component, as indicated by the decline in the raee of 
return at present rates from lO.l67. in 19S1 to 9~68i. in 1982 (see 
Table E), is 0.48%. The financial component is represented by the 
difference of 0.42 percentage points between the rates of return we 
adopted (see Table D) for 1982 and 1983, respectively, 11.08~ and 
11.50i... To offset this combined 0.90'7. (0.487. + 0.427.) ope-rational 
and financial attrition, we will authorize a 1983 step increase of 
$200 ,500 } . .I 

On or after November 15 in the years 1981 and 1982, 
Cal-Water will be authorized to file advice letters (with appropriate 
work papers) to justify im~lementation of the step rate increases 
postulated here for each of these years. These supplemental filings 

... 7/ Using the formula: Rate Base x Rate of Combined Attrition x Net­

.. - to-Gross Multipl:f.er - Step Increase]. we find: 
$10~851,900 x 0.90 x 2.0525 - $200,)00 • 
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will perm1t review of achieved rates of return before each step rate 
increase 1s authorized. 

Table F and Appendix C will provide & basis for review of 
these future advice le'Cter requests. lbe purchased power rate 
utilized is the composi'Ce PC&E rate of 7.31ge per kWh which became 
effective April 29~ 1980. the composite effect of the assumed rates 
for purchased power is the average cost of $0.2822 per Ccf of vater 
sold during 1981 and 1982. Ihe San Mateo District 1 s effective 
ad valorem tax rate is O.90Sk of estimated 'beginning-of-year net plan~ 
plus materials and supplies. The corresponding effec'C1ve rate for 
prorated general office ad valorem eaxes is 0.90Sk of beginning-of-year 
net plant plus materials and supplies. Ibe income tax rates are the 
current 9.6t state and 46: (with intermediate steps) federal rates. 
!he uncollectible rate used was O.1951.~ and the net-eo-gross malt1plier 
was 2.0S25. 

~ Design 
In a rate proceeding after total revenue requirements have 

been determined,. the next step must 'be to provide for equitable 
distribution of the increases found necessary to the components making 
up the rate scbedule. In the San Mateo Dis'Crict the accumulated 
increases in revenue since January 1, 1976 have already exceeded 2St. 
Therefore, any increase in revenue we authorize here may be applied to 
lifeline rates, and Cal-~ater proposes to increase lifeline rates 
annually by approx1mately the average percentage revenue increase for 
1981, 1982, and 1983, respeetively. lJe agree. Because service charges 
in San Mateo are substantially below levels obtained in other Cal-Water 
districts, the company proposes that service charge rates, except for 
the 5/8 x 3/4-inch meter, be increased by a larger percentage than the 
average revenue increases. On the other band, staff would spreae the 
authorized increase equally to service charges and to quantity rates. 
Cal-Water contends that as a consequence of the virtual freeze on the 
readiness-to-serve charges in recent years, with almost all the revenue 
increases being imposed in the c:ODIDO<lity cbarges, revenue stability bas 
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gone to pot. Cal-Water argues that earnings are thereby distorted; 
that there is no true relationship to fixed costs which go on whether 
a customer uses zero water or uses 5,000 cu.ft. Given a situation 
where most of the revenues are tied to the cO'IIIIDOdity charge and very 
little to the service charge, in a dry hot year earnings will 
aky.rocket, whereas in a drought year, earnings will plummet. 

While we recognize the underlying merit inherent in 
Cal-Water's assertions, we are more concens.ed with the need to bend 
every effort to bring about the maxtmum tncentives to promote conser­
vation. As the staff pointed out, if you do not give incentive to 
the customer, he is not likely to conserve. Conservation is one of 
our primary objectives in designing rates. We believe that the staff's 
proposal of spreading the increase percentagew1se equally between the 

service charge and the commodity charge is more likely to achieve this 
objective than is Cal-Water's proposal to increase the service charge 

twice as much as the coamodity charge. We adopt the staff proposal. 
In fairness it should be noted that Cal-Water, while feeling 

itself obligated to state its position, also st:ated that it vas willing 

to accept any rate design the Commission wishes to authorize as long 
as that design produces the revenue required to earn the authorized 
rate of return. 

Neither cal-Water nor staff proposed any increase to be 
applicable for public fire hydrant service or private fire protection 
service. 

Appendix A to this decision sets forth the rate structure 
approvecl to be made effeetive and applicable to the remainder of year 
1981. Appendix B contains the step increases in rates authorized for 
future years. Since rates are very likely to be revised through 
adviee letter offsets during the interim period ahead, it is doubtful 
that schedules for 1982 and 1983 predicated upon rates to be authorized 
£0: 1981 would be the correct rates at tbe time the step rate filing 
is to 'be made. '1'herefore, the inereases contained in Appendix :s can 
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be added to the rates that would otherwise be effective on the date 
the step increase is to go into effect in order to develop the 

. appropriate rates for filing. 
Other Issues 

Wage and Price Standards: By Resolution H-4704 dated 
January 30, 1979, the Commission ordered all utilities requesting 
general rate increases to submit &'0. exhibit to accompany their appli­
cations to show whether the requested increase complied with the 
voluntary Wage and Price Standards. issued by the federal Wage and 
Price Stability Council. As is evidenced by Exhibit 6 to this 
proceeding, Cal-Water complied. However, by Executive Order 12288 
dated January 29, 1981, the President terminated the Wage and Price 
R.egulatory Program. Therefore, the issue of compliance with wage 
and price standards is no longer cognizable in this proceeding. 

Interim Relief Granted: The Commission's Regulatory Lag 
Plan for tJater Utilities, adopted by Resolution M-4705 dated April 24, e 1979, contemplat:ed that final decisions on pending rate matters would 
be issued within specified time limits. In instances where the time 
lim ts of the plan lDIlSt be exceeded) the Commission may issue an 
interim order granting partial rate relief. In the instant proceeding, 
the time limit for & decision vas exceeded. Accordingly, by D.927l6 
issl,1.ed February 18, 1981, an interim order provided~ inter alia, that 
Cal-tJater could immediately institute a partial rate increase to 
produce additional revenues of $82~300 (a 1.751. increase) and a rate 
of return of 10.89t on rate base in the San Mateo District, pending 
our final order in this proceedfng. 

Effective Date of this Order: The rates of return found 
reasonable fn this matter were determined and based upon the effect 
of the rate increase for full year 1981. To preserve as much of that 
effect as possible, as noted above, interim relief was granted. 
However, this interim relief provided only 1.757. compared to the 3.4lt 
this final order authorizes. Accordingly, in order to retain as UIlch 
of the full year effect of the full increase as possible, and since 
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the only active participants to this proceeding are Cal-Water and the 
Coaa1ssion staff, the resulting final order contained herein should 
be effective on the date of Signature. 
Findings of Fact 

1. Cal-Water's service territory is efficiently served with 
satisfactory results, and the water quality is satisfactory. 

2. Cal-Water' s conservation program i8 satisfactory. Its pump 
efficiency program meets or exceeds standards. 

3. Cal-Water requires additional revenues, but the rates it 
proposes would produce an unjustified rate of return. 

4. T.be operating revenues and operating expenses set forth in 
Table E for the tes~ years were upda~ed (1) ~o include ~he 1.31. offse~ 
increase authorized by Commission Resolu~ion W-2652 dated June 3, 1980, 
and (2) to provide for the increase in purchased power costs arising out 
of the PG&E increase made effective April 29, 1980. 

5. Cal-Water' s estimates of coamercial sales for test years 
1981 and 1982 reasonably reflect prevailing conditions. 

6. Cal-Water's esti=ates of the average number of public 
authority services for test years 1981 and 1982 are more reflective of 
probable attainment under prevailing conditions than are those of staff; 
however, staff's estimates of anticipated consumption per average public 
authority service are more soundly based than those of Cal-Water. 
Accordingly, resulting total consumption estimates for the public 
authority class of 274.9 KCcf and 280.8 KCcf, respectively, for test 
years 1981 and 1982, reasonably indicate probable total consumption .. 

7. The adopted estimates of operating revenues, operating 
expenses, and rate base for test years 1981 and 1982, as set forth 
herein in Table E, and a decline of 0.48~ in rate of return into 1983 
as a consequence of operational attrition at the present authorized 
rate level reasonably indicate the results of Cal-Water's operations 
in the iumediate future. 

S. At this point in time Cal-Water' s capitalization structure 
and general financial circumstances do not preclude reliance upon 
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4It long-te~ financing through the test period for all financing 
anticipated herein. 

9. Cal-Water's estimate of 13.1~ as the anticipated cost of 
such debt fiDanctng is reasonable. 

10. Rates of return of 10.89:'" 11.081., and ll.501" respectively, 
on Cal-Water's rate base for 1981, 1982" and 1983 are reasonable. The 
related return on eommon equity is 13. 7~. '1bis vill require an 
increase of $156,200, or 3.41~ in Annual revenues for 1981; a further 
increase of $154"200,, or 3.211., in 1982; and a further increase of 
$200,500, or 4.057., in 1983. 

11. The adopted rate design is reasonable. 
12. 'the increase in rates anei charges authorized herein are 

justified; the rates and charges authorized herein are reasonable; 
anei the present rates and charges, insofar as they differ from those 
prescribed herein, are for the future unjust and unreasonable. 

13. The further increases authorized in Appendix B should be 

appropriately modified in the event the rate of return on rate base, 
adjusted to reflect the rates then in effect, and normal ratemaking 
adjustments for the 12 months ended September 30, 1981 and/or 
September 30, 1982, exceed the lower of <a) the rate of return found 
reasonable by the Commission for Cal-Water during the corresponding 
period in the most recent rate deciSion, or (b) 10.89% for 1981, and 
11.081 for 1982. 

14. '!'be revenues authorized herein, pursuant to provisions of 
Commission Resolution L-213, incorporate the present public fire 
protection surcharges offsetting loss of fire hydrant revenues. No 
refund is necessary. 
Conc lusions of Law 

1. l'b.e application should be granted to the extent provided by 
the following order, the adopted rates being just, reasODable, and 
nondiscriminatory. 

2. 1.'b.e effective elate of the following order should be the 
date of signature since there is &11 immediate need for the rate increase. 
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FINAL ORDER 

IT IS ORDERED tba t : 

1. Afte% the effective date of this orcier, applicant, 

California Water Service Company (Cal-Water), is authorized to file 
for its San MAteo District the revised rate schedules attached to 
this order as Appendix A. Such filing shall comply w:J.th General 
Order 96-A. 7he effective date of the revised schedules shall be 
four clays after the date of filing. '!he revised schedules shall 
apply to service rendered on and afeer the effective date hereof. 

2. On or after November 15, 1981 Cal-Water is authorized to 
file an advice letter, with appropriate work papers, %eqaesting the 
step rate increases attached to this order as Appendix B, or to file 
a lesser increase which includes a uniform cents per hundred cubic 
feet of water adjustment from Appendix ~ in the event that the 
San Mateo District rate of return on rate base, adjus'Ced to reflect 
the rates then in effect and normal ratemaking adjustments for the 

12 months ended September 30, 1981, exceeds the lower of (4) the 
rate of return found reasonable by the Commission for cal-Water during 

the corresponding period in the then most recent rate decision, or 
(b) 10.89:. Such filing shall comply with General Order 96-A. 'the 

%equested step rates shall be reviewed and approved by the Commission 
prior to becoming effective.. the effective date of the revised 
schedule shall be no earlier than January 1, 1982, or 30 days a£te~ 
the filing of the step :rate, whichever is later. ".the revised schedule 
shall apply only to service rendered on and after the effeetive date 

tbe~eof. 

3. On or after November 15, 1982 Cal-Water is authorized to 
file an advice letter, with appropriate work papers, ~equesting the 
s.tep rate increases attached 'to this order as Appendix :s or to file 
a lesser increase which includes a uniform cents per hundred cubic 
feet of water adjustment from Appendix :s in the event that the 
San Mateo District rate of return on rate base, adjusted to reflect 
the rates then in effect and normal ratemakfng adjustments for the 
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12 months ended September 30, 1982, exceeds the lower of <a) the 
rate of return found reasocable by the Commission for cal-Water 

. during the corresponding period in the then most recent rate decision, 
or <b) 11.081.. Such filing shall comply with General Order 96-A. 
!he requested step rates shall be reviewed and approved by the 
Commission prior to becoming effective. !be effective date of the 
revised schedule shall be no earlier than January 1, 1983, or 30 days 
after the filing of the step rates, whichever is later. '!'he revised 
schedule shall apply only to service rendered on and after the 
effective date thereof. 

this order is effective today. 
Dated MAY ~ 91981. , at San Francisco, California. 



APPENDIX A 

Schedul~ No. SM-l 

&In r<1Bteo Tar1.f!, ArefJ. 

AP?L!CABILI'ltt 

Applicable to 0.11 metc:-cu. ..... :~ter GerV1ee. 

TERRITORY 

San YAteo ond vicinity, SAn X~t~o County. 

For 5/8 x 
For 
Fo:-
For 
For 
Fo:-
For 
For 
For 
For 

QUD.nt!.ty 'Rates: 

3/4-ineh ::~ter 
3/4-i::J.ch meter 

1-1nch meter 
l1-1nch meter 
2-1nch meter 
3-1nch mct<:r 
1..-1nch mct~r 
6-ineb m~ter 
8-inch m~tt!r 

lO-inch meter 

-.~ ......... #, •• ,,- •••••••••••••• 

• ........................ 4' ................. .. 

................................................... · .......................................... -- .. 

..............•.....•....• 

., ............... # - ......................... .. 

•...••....... ~ ........... . 
· ............................................. .. 
.......................... 
............................................. 

Firzt 300 cu.!'t., r-r 100 cu.tt. 
Next 29,700 cu.tt., :per 100 cu.rt. 
Ove:- 30,000 cu.rt., 'PCr 100 cu.::. 

........................ 

.............. .,. ........... -. . " .............. . 

The SerJice ChArge i~ n rcodineoe-to-eerve charge 
~h1eh 1~ npplieoole to ~11 metered ccrvice nnd to 
~hicll ic to be added. the monthly cMreC computed 
at tbe Quo.ntity Ro.te:;. 

(END OF APPENDIX A) 

Per Meter 
Per Month 

$ 2.60 
3·30 
4.40 
6.00 
8.00 

16.00 
22.00 
33.00 
49.00 
62: .. 00 

• 
! 

\ 
! 

1 
! 
I 



APPENDIX jj 

Each of the t'olloWing :1,ncreJ.llic::: in rotCG may 'be put into et'!'ect on the 
indicated date by filing n rete :::chedule which addo the J.lp~ro~r1ate ineredzc 
to the rnte vr~eh vould otherw1~c be in etteet on thdt date • 

. . 

Service Chnrgc 

For 5/8 x 3/4-~neh meter 
For 3/4-inch m~cr 
For l-~nch meter 
For 1~-1nch meter 
For ?-1neb meter 
For 3-1nch meter 
For 4-1nch meter 
For 6-1nch meter 
For 8-inch meter 
For 10-1nch meter 

o.uant1ty Ro.tet: 

For the fir:.t 300 cu. ft .. , pel" 100 cu. rt . 
For the next 29, 700 cu. rt ., per 100 cu .. tt . 
For nll over 30,000 cu. rt .. , per 100 cu. rt .. 

(END OF APPENDIX B) 

Effective DoteG 

~.10 
0.10 
0.10 
0.15 
O .. ~O 
1.00 
1.00 
1.00 
2.00 
2.00 

:to.018 
0.024 
0.023 

~.10 
0.10 
0.l5 
0.25 
l .. oo 
1.00 
1.00 
2.00 
2.00 
3·00 

:to.024 
0.032 
0.030 
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.PJ1!1KNI)DC C 
Pagel 

CoaIpeJ::Iy: Cal1:t'orn1& Watel" Service Co. 
D1str1et: San Mateo 

~ Cct 1000) 

1. Water Production: 5,846.0 

Purch&sed. Wa~: 5,846.0 

2. Electric POW'er: 0.2992 l(w~ per Cet 
k'rIh: 1,698,500 

Cost: $ 124,300 
Coat per JtWb: $ .073l9 

3- Pureh&sed W&ter: 
Cost: $1,649,700 

$/Ct:t: $ .2822 

4. Ad V&lorem Taxes: $ lo6,5OO 
Tax Rate: 0·905 

5. lfet-to-CrO&8 Multiplier: 2.0525 

6. Uoeolleet1'ble Rate: O.l95~ 

7. Metered V&ter Sales Used to Desip R&tes: 

Block 1 
:Block 2 
Block 3 

Range .. eet 

0-3 
4-300 

300 

Total Usage 

~ 
Cc~OOO) 

5,936.3 

5,936.3 

S\""PPlier: PC&E Date: 4-29 .. 80 
1",724,~ 

$ 1.26",200 
$ .073l9 

(City or San Francisco, 7-1-79) 
$1,675",200 
$ .2822 

$ ll3",900 
0·905 

Usage .. eet 

841,993 
3,986,734 

466,473 

5,295,200 
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8. 1tum'ber of Services: 

Wo. .r Seni.c:es 'Uaage-KCe'f AT~~-C~. 12§; ~ 1981 1982 1; 1 1; 

COIIDel"e 1a.l .. Metered 24,038 24,183 4,915.8 4,989·0 204·5 206.3 
~~:wrtr1al 16 11 15.0 16.5 94-0 .. 0 910 .. 0 
Publie Author1ty 231 234 214 .. 9 2So.8 l,19O .. 0 l, 200. 0 

Other 12 ~ 8·2 8·2 14l.1 141 .. 1 
Subtotal 24,291 24,14.46 5,214.6 5,295 .. 2 

Pr1va.te Fin: Pre. 164- l70 
Publie :P'ire Prt. 8 8 

Total 24,469 24,624 
Water Loss 10.~ 63J..4 641.1 

!fatal Wat.er Produced. 5,846.0 5,936.3 



. Item . 

Operati~ Revenue 

Expenses 
O&M 
Taxes Other 1'han Income 

Subtotal 

Deduetions & AdJustments 
Transporte:t:1.oZl Depr. Mj. 
0..0. IIepr. Adj. 

APPENDDC C 
Pa8e3 

IWCOME TIJ.. CAICOtATION 

1981 

State Pra:ochioe Tax 

$4,731.6 

2,884.5 
~.~, 3, • 

~) . ) 
Soc. Sec. 1'axes Capitalized 5. 
Interest 

~:§ SUbtotal DeductioZl 

State TAX Depree:1.e.tion 538.6 
Net ~bJ.e Revenue 662.4 
CCl"r at 9.~ 63.6 

?eders.l Income Tax 

Operat1llg Reve:we 4,731.6 
Expense& 3,042.8 
Deduc:tioZlS 487.8 
P'I'r Depree1&ti02l 515.0 
Preterred Stoclt Div. Cr. 3·2 
State Ineome Tax 6:2.6 
Taxable Revenue 6l9.2 

7I'! at ~ 
Grad1lated '.fax Adj. 
Adj. tar IXXV'ol. COlXVer. 
I%lYestmerrt Tax Cred1 t 
m 

(Red P'1e;ure) 

CD]) OF APPENDIX C) 

. 1982 : . 

$4,952.0 

3,005.3 
l68.4 

3,rr3.''( 

~) .0) 
5. 

~.6 52.6 

568.0 
685.7 
6;.8 

4,952 .. 0 

3,173.7 
524.6 
543.2 

3.2' 
65.8 

64i.5 


