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Decision No. 85132 . 
-----------------

BEFORE.' IHE PUBLIC UTILITIES COMMISSION' OF 'THE. ST.A.TE OF:<:AI:IFORw-...A 

In the Matter of the Application of 

KERN IstAND: WAXER; -COMPANY ~ 
a coxporatiou~ 

for au order under Section 454 of the Public 
Utilities Code authorizing Kern Island Water 
Company-Ashe Water Service Area an increase 
in rates charged for domestic water services 
to offset increased gas and electric rates~ 
Kern Couuty Water Agency Pump. Tax· and Kern 
County Water Agency Ad Valorem Tax related to 
domestic water service. 

----------------------------------~) 

Application No'. 55776 

(Filed June 30~ 197$) 

Kern Island Water Company (Kern) seeks authority to 
increase its lI:.etered domestic wate.r rates in i.ts Ashe Water 

Se:viee Area (A'WSA) &pprox1mately$70 ~200 (31 percent) . annually 

to offset. increased purchased gas and" electric costs ~ a recently 

imposed Kern County l,ITater Agency ad valorem tax effective, July 1 ~ 

1975, and a recently imposed Kern County Vater AgeDt:.y pump. tax 
alsc effective July 1; 1975. 

K~ is a Cal1foru1a corporat!on. engaged in the·' produc­
tion, distribution, sale~ and transportation ot' water for irr1ga~ 

t ion, domestic ~ and temporary use in various areas in Kern County, 
Califorc1a. A'WSA serves' approx1xna.tely 2~ 70() domestic" customers 
located ill the comomnity of Stockdale immed1ately southwest' of 
the city of Bakersfield .. 

'. 
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The pr~senely effective rates are as authorized by 
Decision No ... 63411 daeed March 13, 1962 in Application 

No. 43565 and modified, by rates 7 effective May 17 1963.~ filed 

with Advice Letter No. 5 aud by rates effective June 6 7 -19'65" 
filecl with. Advice Letter No.9. 
InC1:'eased Electric Power and Gas Costs 

Since June 6, 1965, the effective date of Kern's AVlSA 

water rates, this Commission has granted Pacif:tc Gas .and Electric 
Company (PG&E) and Southern california Gas Company several 
ra'te increases resulting in increased, electric, power and', gas 
costs. Based on the recorded year 1974 and gas and electric. 
rates in effect on January 17 1975, Kern estimates that for 
the calendar yea: 1975 its AWSA purcb.&sed power and gas .. costs 
will be epprox1mately $19,662 higher than at gas and elee~:Le 

rates in effect on June 6, 1965. The computations of these' 
increased costs are set forth in Exhibit D to the application'. 
Ground Water Replenishment AssesSttents 

Water for Kern T s AY1SA is obtained from wells located 
in I:nprovement District No.4 of the Kern v1ater Agency. Fol­

lOwitlg public hearings., the Board of'Directors of Kern County 
Weter Agency l~ed a P'am? tax of ~15 per. acre-foot for a.ll 
water other than agricultural water produced from ground 
water supplies. within Improvement District ~~o. 4 for the 
1975-1976 water year. Based on' Kern's AWSA 1974 recorded 
sales of 1~707~620 Ce£ plus 7· percent system losses, the ptmli> . 
tax amounts to $62,919' as set forth in Exhibit E to the 
application. 

In addition, the Kern Cou:lty Water Agency. levied. an , 
ad valorem bX of'$O.5975 pel: $~OO' assessed va:!.cat!on for the 
fiscal year 1975-1976 to pay the debt service pOrtion on the 

• ,.' I 

lo~-texm debt of Improvement District No.4 •. Based on the;: 
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~:rch 1, 1974 assessed valuation of Kern r s AViSA of $420,,340 this' 
.tld valo:em. tax assessment would .amount to $2~51l.53. The deriva-' 
tion of this amount is also set forth in Exhibit E to theappli~ 

cation. The combined Kern County Water Agency 'p1JmJ> tax and,' ad: 

valorem' tax increases Kern's AWSA annual operating cost$by~ 
$o5~431_ 

Results of Operation 
',~ The Commission staff prepared a report dated August ~~ 

1975 setting forth the results of its investigation and atl4lysis 
of the a:r>plieation. T1rl.:s report, received, as Exhibit. 1 " states, 
that the staff has reviewed informat!on contained in itsappli­

eation, Ke:n' s work papers ~ and office records. The staff does 
not take issue w1~ Kern r s computations of. the increased electric 

power and gas costs nor with the computations of the, Kern Cotmty 

Water Agency pump or ad valorem taxes. In a.ddition, the staff 
has accepted as reaso'tlab1e Kern's estimate of $15,300 inves'C:' 
mellt credit saVings; resulting from the- 1975 Federal Tax Reduction 
Act increasing im7estment tax credit for certain utilities from.' 

, . '. ' 

4 percent to 10 percent. 

!'he staff does, however, disagree with .Kern' s-method" 
of computing :tucome tax for AWSA as though 1'C were an independent 

texp.ay:t:og. entity. The staff alleges that the income eax' should, 
be comp~ted for Kern's entire operations 'and then allocated· to 

the varlous opera'tions as was Gone inDecision' No-. 81820 ~ dated 
August 28, 1973 in Application No. 53592;. Such a "method of 
computi~ income taxes- reduces· the .a:mount· of income 'taX.' for 
Kern' s IJilSA operations from a negative $17'~ 700 toa negative 

$34,8po~ .a reduction of $17,100. _ The staff method is %'easOIlS.ble 

and Will be adopted. The staff concludes that· Kern is entitled 

to a. revenue increase of $"53~OOO, or 23.4percent,._ to· offset 
, . - '". 
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gro-::n:d water re?lex:ishment assessments of $6'>~43l plug,1.ncre.ased' 

costs of power and gas of $l~'~ 662'., less savings of $32~400:Ln " 

federal inco~ taxes.> plus franchise fees of'$300. We als¢' take 

official notice of our most recent decision regarding PG&E'S: electric 

rates. 'Ib.e order, that follows will prov1defor an inereaseof ,the 
amount of $53~OOO plus3editional $8~800 to offSet :EC&Ers increase 

in electric po-wer rates. effective September 16,.~:1.975 .. 

the following tabulation compares =he summary of , 

e.c:nings for recorded year 1974 at present rates and' at' tbe 
adopted rates. . .' 
:------------------------------~:~R~ec~o~ra~e~a~:--------~:-A~C~·j~us~t~ed~: 

:' . at" ::' : at~, : · · · · : Present :' ,: 'Adopted: 
:' ________ -=I;.::t~em=_ ________ .:.: --.:Ra..::;:.;t:;:e::::;s_' ---:::.:.:A:::d:.J.j,;;ur;stmr:::en=t:.:,:_' ~Ra~t:;e:.:::s:...: _:, 

Ca) (b) , (c)., ' 
.' • . • • .' 1 

(Dollars, in Thousands) "" 

Operating. Revenues 

ODerating ~es 

$- 226.1 $ ,61.8 " 

, , SOurce 0 ply, 
Po:npi~,ExpenseS , 
XCWAAssessments. " 
Electric'Power &Ga.s 
'Xr3.!!Sm!sS!on&Distributioll 
Cus:tomer, Account 'Expense , ' 
Administrative & General Expense , 
Franchise Tax 
Property :tax' 
Depreciation 

SUbtotal 
Income T~s~/ 
Investment: Credit 
Net ,Operating Revenue 
Depree!ated Rate· Base 
Rate of Return 

(Negative) 

; 

; 

• 
• 

• 

• • 
• 

1/ ~wer and gas costs rolled back tOo, 1,962.' 

• 
• . .. 

?/ Negative taxes per staff report A. 53592~ Appendix A and' 
Decision No. 81820. ' , 

3/ 1975-1976 tax savings due to investment tax eredit~ - , , 

4/ Reflects :EC&E increase in electric rates effective , 
- September 16, 1975. 

: 

· .. 
• 

: 

• 

• 
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Rates 
Both the Commission staff and Kern recommend a uniform. 

increase per 100 cubic feet of water. Based on 1974 recorded sales 
0('1,707,620 Ccf, .a uniform increase of $0~03S- per 100: cubic feet 
is'~'requ.ired to provide the $61,800 revenue increase. While this 
recommended rate structure and amount will be adopted, it istbe. 
intention of the Commission to bereafter implement a rate structure' 
which will include a Hlifeline" rate for. water service. 
Service 

The Commission staff r S engineer inspected the systetlon 
July 18, 1975 and concluded that service is adequate~ 

The water supply is obtained from. eight well pumps located . ' 

at different points interconnected to the system. Six pumps are 
electric motor driven and two are natural gas engine drive~.All 
pu:nps operate automatically.. The system. is in good condition with 

respect to design and- maintenance. Water C!uality and:, pressure are 
good. A check of tbest3.ff' s informal complaint; file~ for ·the last 
th:'ee years was made and, no COll:pla:£.nts' were found ~ 
Findings 

1. Applicant is in need of increased revenues to offset, 
increases in purchased gas and electric power costs and recently 
imposed ~ump and ad valorem taxes. 

2. Applicant's requested increase O'f$70 ,200 (3l' percent), 
for its Ashe Water Service Area metered rates isexcessive~ 

3. Toe Commission staff's recommended increase O'f $53,000 pl~s 
$8,800 to' offset ~'s electric: rate increase of, Sept~r '16" 1975 
for a toul of $61,800 (27.3 ~rc:ent) for applic:ant"s Ashe Water 
Service ~ea operations is reasonable and should' be adopted., 

", 
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4.. The iucreases authorized herein will offset iUCTeased 
purchased gas and electric eosts41ld recently imposed ptmq>. and 
ad valorem taxes, bu~ will not produce revenues that will result 
in a rate of return in excess of .the rate of return found rea~ 
sonable in Decision No. 63411 datedY.arch 13, .1962 in Application 
No. 43565. 

5. The increa.sas in rates and ebarges authorized by 'this 
de.eis1on are justified and are reasotlAble; and the present rates 

and charges, insofar as they differ from those prescribed by 

this decision.,. are for the future unjust at4.d unreasonable •. 
A public hearing is not necessary. 
The Comadssion concludes that· the app,licat1on.should 

be g:autcd to the· e:ttent: set forth in the order which. follows. 

ORDER 
--~--

rr IS ORDERED that after the effective date of this 
o:der:t Kern Island loTater Company is authorized to. fileth~ . 
rev:t.sed rate schedules attached to this order as. Appendix A, 
and concurrently to cancel and w1thd:aw presently effective. 
eehedules for the general met~red' servi.ces. Such filing shall 
c0tnt>lj" with General Order No. 96-A •. The effective date of: the­
rev1seo. schedules' shall be four·days after the' .dateof'f:t~~ 

" 
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The =ev1sed schedules shall apply only to service rendered on 
4nd :tft~ the effective date thereof. 

." 

The effective date of this order sh::lll. be twenty· days. 
a£~e= ~he atE! hereof. 

Dated a.t _' ____ San.....:..:.l".r:u.::=.n::~:::2SO()~ _ __,~_=""---, California ~ 
this ___ ---'Jlf~tM~ ___ clay of NOVEMBE~ ~ 1975. 

> "" I," 
·,'It" , • 

, " 
, " 
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APPLICABIU'I'Y 

APPENDIX A 
Pagel o~ 2 . 

Schedule No. 1 

, GENERAL J.".E'!'ERED ·SERVICE 

Applicable to all metered ·water service~ 

... , 

Stockdale Cocmmity ~ and Vie1:city ,located im.edia.tely' southwest 
0: the CitY' o! Bakersfield., Kern Co\mty • 

RATES 

. 
" 

First 1~250 cu.tt.. ~ or les:s ............... . 
Next l~2$O cu.tt..~ per 100 cu.1't ....... . 
Ne..-.ct 2,500 eu..tt. .. , ~r ~oo cu.!t. ....... .. 
Next 5~OOO eu.tt., per 100 cu .. 1't ••••••• 
Next 10,.000 cu...!t.~ per 100 cu • .ft ...... .. 
OVer 2O~OOO' cu~ .. ,. perl00cu_4't ....... . 

For 5iS x 3/4-inch meter .. ;;. ................. . 
For 3/~ch meter ' .................. • ' •. 
For l-1neh '"meter- ••• ~ ..... .... ' ......... .. 
For 1-1/2-inch meter ................. ~ ... . 

( Continued) 

Per:·Meter; .. 
Per' Month .~.' 

$ 3~95 (I). 
.2)6· 
..211 
.1Sl 
.151· 
.121. eI)· 

$ 3":95 
4 .. 50 
7:50 

10.00 

(I) 
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RATES - Coc.td .. 

APPENDDC A 
Pa.ge 20t 2 

. 
'; 

Schedule No. 1 

GENERAL METERED "" SERVICE . 

. Per . Meter. 
Per Month 

Y.dmmc::o, Charge: 

For 
For 
For 
For 
For 
For 

2-ineh met.er ..... ~ •.• " .... " ••• 
':I ~ ,.." et .' ...;t-~C!l m er ....... " ....... . 
4-incb. 'meter ..... ~ . .: ~ •••••• 
6-in.eh.' metor- .......... " •• ........ 
8-inch. meter . ....... ~~ ....... ' ..... . 

lO-inch meter •• ~ .•••• ~".' ... .. 
.I" 

The Y~ Charge will -entitle the 
C'U$tomer to the quantity: or water 

$ 1$.00: 
28".00:: 
45~00: 

100.:00'· 
'150~00 . 
200 .. 00 

'Wb5.cb. that. ::::1n1mum charge w:Ul p1JrCh.aSe 
at. the Qc..a.ntit,. Rates, .. 

" 

.1 / 

;.f'('. , 

":: 

.. 
:: ,:~: , 

I"" . 


