
Deeision No. _-..-I71..4 ... 2~6:;a,9,--_ 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Applieation of FARMERS IRRIGAXION ) 
COMPANY under Section 454 of the ) 
Publie Utilities Code for authority ) 
to increase its public utility water ) 
rates~ ~ 

Applicat,10n No. 49833: 
(Filed December 1, 1967) 

w~n C. Knapp, of I<n3.pp, Gill, Hibbert 
Stevens; and D. A. Murray, for 

applicant. 
Alber.t F. Bra.:fn.s and S. Robert Weissm.a.n, 

for the Co ssion staft. 

OPINION ----- ...... --

Applicant Farmers Irrigation Company seeks authority to 

increase :ates for water. service. 

Public hearing was held before Examiner Catey in Santa 

Paula on April 18, 1968. Copics of the application were ~erved and 

notice of hearing w~s published, posted ~nd mailed to· each custome~,. 

in accoro.ance with this Commi::.sion' s :'\lles of procedure. The matter 

was submitted 00. April IS, 1968, subject to receipt of a late-filed 

exhibit. That exhibit has since been received. 

Testtmony on behalf of applicant was presented by its 

engineer-manager and two consulting accountants. The Commission 

staff presentation was made t~ough an accountant and ~n cngincc=. 

No customers attended the hearing. 

Service A~ea and Water System 

Appli~nt owns and oper.::.tes a water system p:ovi~i'C48 irri­

gation service to a portioD. of Ventura Cou.-tty in and ::.djacen'C to the 

City of Sant.l. Paul.l. The irrigated acreag~ and 'the rl.\!;:u.ber of active 
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A. 49833 JR. 

customers fluctuate somewhat from year to year but in 1967 applicant 

served 64 customers, with a total irrigated area of 4,13S acres. 

The principal water supply for this system. is obtained 

from applicant's eight active wells. A supplemental supply is avail­

able from three nearby wells of applicant's affiliate, Santa Paula 

Water Works. The well water is pumped directly into the distribution 

system, which includes about 16 miles of mains terminating in an 

eq~lizing reservoir at the lower end of the system. 

The Commission staff's Exhibit No.6 contains the state­

ment that a review of Commission records shows that no informal 

complaints have been received by the Commission from any of ap~li­

cant's customers during the past five years. 

Rates .' 
.', It 

Applicant's present tariffs include a single schedule of 

rates which covers measured service for irrigation and fo: other 

agricultural uses such as spraying of trees. These rates became 

effective in 1956. 

Applicant proposes to increase its quantity rates a~d its 

minimum charge for irrigation service by SO percent and its service 

charge for nonirrigation service by 130 percent. The higher per­

centage increase in the service charge as compared with the other 

rates and charges is appropriate because of the relatively high cost . 

of providing water deliveries on request when irrigation service is 

not being provided concw;rently. The following Tab-le I presents a 

comparison of applic.:Lnt f s present and proposed rate-s: 
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Item 

Irri~ation Service 

TABLE I 

COMPARISON OF RATES 

Quanti~yRate, per ~ere-foot 
Minimum Charge, per de livery day 

Nonirrisation Service 
Quantl.ty Rite, per miner's inch day 
Service Charge, per delivery day 

Per Service 
Present Proposed, 

$8 .. 06,72* 
4.80 

0.32* 
6.50 

$lZ.1008ifp 
7.20 

0,. 484ft 
15.00 

* Equivalent to $0.01852. per Ccf. 
# Equivalent to $0.02778 per Ccf. 

Results of Operation 

Witnesses for applicant and the Commission staff have 

analyzed and estimated applicant's operational results. Sumcarized 

in Table II, from applicant's Exhibits Nos. 4 and 5 and the staff's 

Exhibit No.6, are toe estimated results of operations fo= the test 

year 1968, under present rates and under those propose:d by applicant. 

For comparison, this table also shows the corresponding: results of 

operation, modified as discussed here1nofter. 
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TABLE II 

ESTIMATED RESU!.TS OF OPERATION, TEST YEAR 1968 

Item. 

At P=esent Rates 
operating Revenues 

Deductions 
Power & Pumping Exp~ 
Admin. & Gen. Exp. Transferreci 
All other Oper.. & Maint.. Exp. 
Ad Valorem Taxes & Bus. License 
Payroll 'I'a.."'tes 
Depreciation 

Subtotal 
County Franchise Tax 
Income Taxes 

Total 

Net Revenue 
Rate Base 
R.a~e of Return 

At Rates pr0Kesed by A2plicant 
Operating evenues 

Deductions 
ExclUding Franchise & 

Income Taxes 
County Franchise Tax 
Income Taxes 

Total 

Net Revenue 
Ra te B.:o.se 
Rate of Return 

Applicant 

$ 61,640 

19,515 
(288) 

35,031 
5,360 
l,756 
8.612 

69 , 986'k 
338' 
100 

70,424 

(8,784)* 
233,501 

Los.s 

92,512 

69,986. 
490 

5.863 . 
76,3Z9 

16,173 
233,501 

~.93% 

Staff Modified 

$ 62,400 . $- 62,.400 

19,010 
(1,400) 
33,470 
5',790 . 
1,390· 
8,890· 

67,150 
350 
100 

61,,600 

(5,200) 
237,500 

toss 

93,700 

67',150 
.530 

6~600 
74,280 

19,010 
(500) 

35,040 
5,790· 
l,390 
8'.890 

69,b20 
350 
100: . 

70,07(0), 

(7,67C) 
237,500. 

toss 

93,.700 

I!(I 0,. ... 0 ;J", 4 
. 530 

6.000' 
76,150 

19,420 17,S50' 
2371 .. 5.°.0 237 ,500 . 

~.18% 7.4% 

*Adjusted to correct for applicant's inadvertent 
omission of payroll taxes in Table No. 13 of 
Exhibit No.4. 

From Table II it can be determined that the rates req\:ested 

by applicant would result in an increase of SO percent in operati~g 

revenues .. 

Tnedifferences between the revenue estimates p~esented by 

ap?l~cant and the staff result from the staff's estimate of ~ s~ig.~~ly 

greater acreage irrigated. Applicant's estimate is based primarily 
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upon the average irrig~ed acres during the nine-year period ended 

with 1966. Data for 1967 were available by the time the staff 

est~tes were being prepared and the staff used the average irri­

gated acres during the five-year period ended witn 1967. The staff 

revenue estimates, which give greater weight to- more r,ecent. exper­

ience~ are adopted in Table II. 

There is conflicting testimony as to the difference between 

applicant's and the staff's estimates of power and pumping expense. 

The staff witness attributes the difference to the s·taf£' s elimina­

tion of bigh unit cost water from Well No. 10 of Sant~ Paula Wate~ 

Works ~ whereas applicant's witness testified that his estimCLte docs 

not includ~ the cost of any water from that well and that no water 

was used from tbat well during 1967. The difference beeween the two 

estimates appe-=.rs to be due to the use of different base periods for 

establishing average unit cost. The staff estimate, which is based 

upon ~ta for the same five-year period used in estimating revenues 1 

is ado?ted in Table II. 

Applicant's es~imate of administrative and gener~l expences 

transfe=red is based upon the overheads on below-average capital 

~dditions during 1968 whereas the staff's estimate is based in p~rt 

upon the overheads on above-a.verage capital additions'during 1967. 

A further study was made by ap~lieant of plant additions for the 

eleve:l.-year period ended with 1967. That study, Exhibit No.7) 

indicates that capital additions subject to overheads averaged $6,455 

during that period. Applying the staff's estimat:ed sevcc. percent 

overhead factor to the $6,455, and rounding upward in recognition of 

present bigher cost levels, results in the $500 adopted in !acl~ !! 

for administrative a~d geceral expenses transferred. 
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MOst of the other differences between the ope~ating and 

~intenance expense estimates of applicant and the staff are in 

payroll and related items. Applicant included half the effect of a 

possible five percent wage increase and the staff used the wage levels 

in effect at the time its study was being made.. Late-filed Exhibit 

No.3 shows that the five percent increase has, in fact, been granted 

to applicant's employees. Inas~ch as a single test year, rather 

than two consecutive test years, is being used in this proceeding, 

the full-year effect of the wage increase bas been included in the 

expenses adopted in Table II. 

Another item related to payroll is the staff's exclusion 

of an extraordinary sick leave expense. This appears reasonable for 

the test year estimate. The staff.' s esti.m.:lte .of "All Other Oper. & 

Main. Exp. It grouped together in table II is adopted, modified only 

to add $1,310 for the wage adjustment and to add $260 for regulatory 

Commission expenses, all such modifications being based upon infor­

mation in the record which did not become available until after the 

staff report had been completed. 

The staff's estimate of ad valorem taxes is higher than 

applicant's because the staff treated certain 1968 capital additions 

which were not revenue-producing additions as though they were­

installed at the beginning of the year. This is appropriate for a 

single test year upon which future rates ar~ to be based. the staff 

estimate is adopted in Table II. 

The staff's estimate of payroll taxes is lower t.han appli­

cant's because _ the staff prorat~ad the payroll taxes related to 

employees shared with affiliates whereas applicant's estimate 

assumed each affiliate would pay the full tax on each such employee. 

-6-



A. 49833 JR 

The staff basis is in accordance with the present practices of 

applicant and its affiliates. The staff estimate is adopted in 

Table II. 

The staff's estimate of depreciation expense is higher than 

applicant's because of the staff treatment of 1968: plant additions 

discussed hereinbefore. Ihe staff estimate is adopted in Table" II .. 

The difference between applicant's~ stafffs and modified 

estimates of income taxes reflects the differences in revenue and 

expense estimates discussed hereinbefore. Also)" applicant estimates 

an investment tax credit of $188.25 eompared. with the staff estimate 

of $540. The supplemental study presented in Exhibit No. 7 shows 

average capital additions for the past eleven years which, when 

~ultiplied by the three percent applicable to applicant's operatio~s) 
"" 

gives the $470 investment tax credit used in computing the income 

taxes adopted in Table II. 

The staff's estimate of rate base "is higher tb.an applicant t s' 

primarily because of the staff treatment of 1968 plant additions dis ... 

cussed hereinbefore. Also, applicant t s deduction of depreciation 

accruals in estimating a working cash allowance duplicates, in part, 

the deduction of depreciation reserve in estimating" a depreciated 

rate base. T~e staff estimate is adopted in Table II_ 

Rate of Return 

In Exhibit No.6> the staff recommends a rate of return of 

7-1/2 percent. A staff witness expla~ned that this was somewhat 

highe: than might be reasonable for an ordinary domestic water system 

but is justified for ~pplicant's irrigation system because of the 

greater risk and fluctuation in earnings due to weathe= conditio~s~ 

We concur. Table II shows that the rates requested by applicant 

should produce a 7.4 percent return. 
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Findings and Conclusions 

The Commission finds that: 

l.a. Ap?licant is in need of additional revenues. 

b. The adopted estimates, previously discussed herein, of 

operating revenues, operating expenses and rate base ,for the test 

year 1968 reasonably indicate the results of applicant's operations 

for the near future. 

c:.. A rate of return of 7.4 percent on applicant's rate base 

is reasonable. 
,,";' ','. 

d. !he increase in rates and charges authorized herein is 

:~ti£ied; the rates and charges authorized .herein are reasor..able; 

anc!:'''the 'present rates and charges, insofar as they differ from. those 

prescribed herein, are for the future unjust and unreasonable. 

2. 'The depreciation rates developed by the Commission staff 

in Exhibit No.6 are reasonable for applicant's plant. 

The Cocmission concludes that the application should be 

granted. Inasmuch as applicant is operating at a loss under prese~t 

rates, the order herein shall become effective on the date thereof. 

ORDER .... ----
IT IS ORDERED that: 

1. After the effective date of this order, applicant is 

authorized to file the revised rate schedule attached to this order 

as Appendix A. Such filing shall comply with General Order No~ 96-A. 

The effective date of the revised schedule shall be four days after 

the date of filing. The revised sched~lc shall apply only to service 

rendered on ~nd after the effective date hereof. 
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2.. For the year 1995~ applicant shall apply the depreciation 

rates set forth in Table 3-A of Exhibit No.6. Until reviewsindieate 

otherwise, applicant shall continue to use those rates. Applicant 

shall review its depreciation rates at intervals of five years and 

waenever a major change in depreciable plant occurs. Any revised 

depreciation rates shall be determined by: (1) subtracting the 

estimated future net salvage, and the depreciation reserve from the 

original cost of plant; (2) dividing the result by the estimated 

remaining life of plant; and (3) dividing the quotient by the original 

cost of plant. The results of each review shall be submitted. 

promptly to the Commission. 

The effective date of this order shall be the date hereof .. 

Dated at _oIOlSAlMlI..oE.b..;,;.wn~c~O)I;X;a.o ____ , california ,this ;StA. 

COmQi:S1on~r Wll110m M. ~~nnett. bc1~g 
ueeossar117 4b,e~, d14 ~ot par~1C1pate 
1a the dlapoa1tlon ot th1s procoed1ng. 
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APPLICABIlITY 

APPENDIX A 
Page 1 or 2 

5<:hedul~ No. :3 M 

Measured Irrigation Service 

Applicable to ill measured irrigation serviee. 

A portion of Santa Paw and vicinity~ Vent'\lX'a CO\mty. 

RATES 

Per Service 
1. Irriga.t.ion Service 

Quantity Rate: 

For all water de1ivered~ per miner's 
inch day • . . . . . . . . . .' ~ . . $ 0.48 

Y.d.nimum· Charge: 

For each deli very per 24-hour period. 
7.20 or portion thereof ••••••••• 

'!'he 11inimum Charge 'Will cnti tle the 
CU5tomer to the quant:t.ty of water 
~ch that mini:tmx:n cha.rge will 
purchase at the Qt.umtity Rate. 

2. NOnirrigation p~-poses~ when no irrigation 
service is pronded. 

Service Charge: 

For each deli very per 24-hour period 
or ~y po:tion' thereof • • • 'II' • ... • 15.00 

(Continued) 

(T) 

(T) 

(X) 

(T) 

( ) 

I. 
I· 

(I) 
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B6m - Contd. 

APPENDIX A 
Page 2 01' 2 

Schedule No.3 M 

Quantity Rate: 

For all water delivered" per minor's 
irleh daY' • • • • • • • • • • ... ••• 

The Service Charge is a readiness­
to-serve charge applica.ble to serve 
for nonirrigation purposc~ and to 
which is to be added the charge 
computed at the Quantity Rate. 

SPECIAl CONDITION 

.. 

Per Service 

0.48 (I) 

A miner' ~ inch day i.5 defined as a continuo1lZ !loW' equal to one-tittieth 
(1/50) cubic toot per second. tor a 24-hour period. 


