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Decision ------ NOV 131987 
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF ~I~~ZA 

In the Matter of the Application of ) ®L7J YI1fi.!7Q,(1/L ' 
Garrapata Water Company for a) I..J\:::.JLJ'i.JU/~· .. 
qeneral rate increase for water ) Application 87-0l-02l ' o..ru.', 
service of 317% in Monterey County.) (Filed January 15, 19S7) 

----------------------------------) 
(;ermino, Layne, Brocl'ie, Runte & McGuire, by 

ponald H, Layne, Attorney at law, for 
Garrapata water company, applicant. 

Ellie pat:wyler, John S, Baker, Susan Douglas, 
James P, Edinger, Bruce Eglinton, ~ 
Probasco, and.'BrianRiddell, for themselves, 
interested parties. 

Lawrence Q I Garcia, Attorney at Law, and Arthur 
B, Jarrett, for the'Water Utilities Branch. 

OP:XNXON 

Garrapata Water Company (Garrapata) provides water 
service in an area located lO miles south of carmel, Monterey 
County, and. serves 1 commercial and 33.residential customers. 
Garrapata, a california corporation, requests a qeneral rate 
increase of $23,260, or 317% tor test year 1986 .. 

Duly noticed public hearinqs ,were held in Monterey on 
May 5 and 6, 1987, before Administrative Law Judqe Orville r. 
wright. concurrent briefs were received. tromapplic:ant and the 
Evaluation and compliance Division's. Water utilities Branch 
(BranCh) 30 days followinq. the ava1lab:L11ty' or: the transcript. 
Atter reviewinqthe Branch,' s briet ; Garrapata requested and was 
qranted permission. to tile an answerinq bri,ef.·· ' The matter was 
submitted on July 20 ~ 198.7. 
IDmory ot hrnings 

Appli<2.nt proposed a revenue increase f""~ $Z3:,260 or .. 3~7t, 

of 1985 income. rts total revenues of $30,60~: at proposed. flat 
. "" ' I, 

rates ot $7S.00 per month: for test-year 1986 are not supported, by a 
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proposed sum:m~.ry of earnings .. Derivation of this estimate is 
discussed latElr as applicant's position .. 

Table 1, Summary of Earnings, is the Branch's estimated 
summary of earnings for the test year at present and Brancn­
recommended rlLtes compared with the recordecl results of operations 
for 1985 as sl:Lown in applicant's annual report. 

At the time that this application was converted from a 
stmplified ad\"ice letter filing for general rate increase, Branch 
had' met with lLpplieant and recommended an increase of approxilnately 
$4,100 or 55.~:%. This meeting, held on January 9, 1987, failed to 
resolve differences between staff and utility. 

At the public healdnq on ,the application, the- Branch 
increased its ,estimates of expenses by $1,500 for regulatory 
expense to be amortized at $500: per year fo~three years, and by 

$1,000 annualJ~y. for insurance. Table 1 reflects Branch's revised . 
recommendation of opera11:inq revenues of $13,18.' for the test year, i • 

an increase o~ 79 .. 6% over existing rates. 

...... 
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Operating Expense pitterence~ 
Except for recorQeQ 1985 Qata, applicant made no tactual 

showing in opposition to staff's operatin9 expenses.estimates. For 
the reasons set forth below, we adopt Branch's 1986- proposed rates, i 

expenses, and rate base as shown in 'I'able 1. 
Purchased Egwer 

Branch conducted a detailed analysis of purchased power 
consumption in the applicant's service area because the utility's 
power costs in recent years seemed to be unreasonably high.. I, 

; 
Based on its analysis the Branch estimated that each of 

the 32 residential customers consumes approximately 1,.200 e'UDic, 
feet of water per lDon'th, and Lots 33 (Morris-Layne Ranch), and 19 
(Rocky Point Restaurant) each consume approximately 10 t:i.mes that 
amount per month.. Branch then analyzecl'the"'Powerit would take tOo:! 
deliver the water estimated above from the well source to the 
consumers., taking intOo ,account pump" s.izes, puml> efficiencies, 
elevation differential~, distances and reasonable water loss. 
E;ranch's analysis indicated thatapproxilllately 21,,000 ki1o .... att-

, ' 

hours (kWh) was a reasonable estimate of' power necessary' for 
applicant to deliver water to-its 34 customers., 'I'his translated 
into approximately $2,.100' in power expenses 'based on Pacific Gas 
and Electric Company power ratesefteetive March. 6, 1987. 

Applicant's :-ecorded power e~nse in 198.5 was $4,.70S. 

based on a consumption of approximately 48, 000 kWh. This 

1 

i 
I 

:1 

1 

,I 
conservatively translates to water consumption of 2,,750 cubic feeti 

, ; 1 

per lDonth for each of 32' residential customers, and 27,500 cubic, 'I' 
feet per month. each tor the Morris-Layne Ranch and Rocky Point ' : I 
restaurant, assuminq a 15% sy~tem water loss. 'I'heseusages appear 

, 1 

I~cessive for the type; of customers; the applicant se%Ves.. ,'; 
Applicant, informed Branch that in: July 1986 Garrapata repaire<1 a ,I' 

substantial leak in the system.: Subsequent power bills have 'been,:: I 
greatly reduee~, indicating that a considerable amount of water' i~1 
no longer bein9 unnece,ssarily pwnped beeauseot the leak. "I 

, ",'" ',,'I,.' , ' , ,', 
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Brancn's study ot po~er costs took into account 
reasonable water usage of applicant's 34 customers, information on 
leak repairs, pump sizes and efficiencies, elevation:; and distances 
to arrive at its purchased power estimate tor 1986 at current 
electric rates. 

Applicant argues that Branch could not anci did not 
precisely measure the volume of ~ater saved by repairing leaks in' 
the test year, and the highest annual electric bill should 
therefore be used to estimate future consumption. 

Garrapata's argument <ioes not comport with the fact that 
power bills have substantially declined in recent months following 
leak repairs on the system. 

We aaopt staff's estimate as reasonable. 
Contract Work 

Contract work was recorded at $727 for 1985.. Statf's 
estimate tor 198& is $1~7&O. 

Branch computed its: 198:& contract work estilnateby 
averaging applicant's recorded contract work for the last seven ' 
years and escalating it to 198:6 by using the labor escalation 
factors recommended by the Advisory, Evaluation and Research Branch 
of the EValuation and Compliance Division (RBEC).. 'rhe operationS 
and: maintenance of applicant's water system.' is performed by an 
individual on a contractual basis. 

Applicant presented no- opposing evidence t~ the 
methodology used in developing Branch's estimate and it is accepted, 
as reasonable. 

Garrapata strenuously arques ~at staff failed to, include 
the very extensive system improvements which it labels *repairs* 
and, *maintenance...... This issue is discussecl'in l!~pplicant's 
pos:±tion. 

, ~',5.'-' 
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Employee l.abor and Man~gement Salary 
Branch states that applicant did not record a payroll in 

1985, but it estilnates an annual payroll in its application as 

tollows: 

Manl.Lqomont o.nd. Boo)l'Ji;oopinq 
Pll.Ulll)inq Maintenance 
Electrical and Control 
~Lintenance 

Daily 'I'roubleshootinq 

or 

$800.00 per month (minimum) 
200.00 per month 

100.00 per month 
200.QO per month 

$1~300.00 per month 
$15,600.00 pe~ year 

These fiqurescompute to about $3S.2S payroll cost per 
eustc,mer per month, an excessive amount for a water utility of 

., 

'[ 

I 

I 

applicant"s size, accordinq to staff. 
1 " 

Branch has estimated that a c6mbined payroll and contract 
work expense per customer per month of ~Lpproximately $6.10 is 
reasonab14! and would reflect a level of payroll commensurate with·i: 
SystEtlIlS of the applic~t.nt's size and type. ,Based on the $6.10 I' 

estimate, Branch has estimated employee labor and man~qement sala,ry; , 
'I • ' I I 

of $:350 a:od $375 respectively in the test year alonq with its ' !, : . I, I 

estimate of $1,760 for contract work. :, ,I i ' 

Branch states that applicant utilizes the services' of one: 
of its customers to, monitor the system. and handle routine i' 

operational and maintenance tasks.. , It ,?ompensates. him for his, wor)(:' 
by qivinq him free water service. The :!~350 employee labor, expense'i 

., , "'1 

recommencled by Branch in the test year is the approximate amount of' ,;: 
this', customer's annual water bill ,at Branch recommended rates. 
This ~ree service may be ciiseontinu~d as. Garrapata pre~ers greater' 
reliance upon contract plumbinq. 

Branch believes ~lat its estilnate of $375 for manaqement 
salary is not unre':'sonable for rate, makinq purposes for this 34 

customer system. It arques, that' normal management clut1es are 
.";" 

, .: I 
I 

I : 

" 
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minimal, including quarterly billing at flat rates, bookeeping, 
paying bills, and making periodic inspections of the system. 

Applicant testified that the management salary should be 
$375 per month rather than per year as it contends that there are 
substantial executive decisions to be made in operating the 
company. Garrapata also objects to staff's use of salary data fro:.\. 
other small water companies, arguing that many of the companies are 
insolvent. No proof of any inso~vencies was offere~, however. 

Employee labor and management salary costs derived from 
the composite actual payroll cost.s of other ,water systems of 
applicant's size and type is reasonable"where applicant has 
recordea no payroll in prior years and produces no factual evidence 
in support of a highe,r estimate. 

We accept Brunch's estimate 45 reasonable. 
RogulAt<~ EXR.onu 

Branch originally made no recommendati~n for requlatory ,', 
expense,: but, at hearing, it recommended $~,SOO to be axrlortized 
over 3 ~'ears, producinq $500 in the test year. 'rhis estimate is 
based u:pon allowances made to other small water companies, and we 
adopt it as reasonable~ 

Garrapata arques that legal expense of $10,000 had been 
incurreel at the haltwa~' point in these proceedings. Presumably,. 
$20, 000 will be incurrE~d by the close. o,f theseproeeedings. 'rh,is 
is a clEtarly excessive cost, given the size and circumstances of 
this cOJX~pany. 

An estimate ot regulatory expense based upon allowances 
made to similarly situ~Lted smallwatercompa.nies is reasonable 

, I' 

where a!=,plicant's highE~r actual cost is· incurred. throuqh unavailing 
efforts ito persuade the COlDlUssion to-. depart from estal:>lished. 
la~ul regulatory principles •. 
Deprecilllj;ion ~nse and Reserves . 

staff reports thatapp11cant bas not been using the 
Commission's standard straight-11ne-rema1ninq-11fe method (,SLRL) to· 
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compute depreciation accrual. Therefore, Branch reconstructed 
applicant's depreciation reserve from 1975 t~ the present using 
SLRL to compute depreciation accrual. Branch utilized information 
recorded in applicant's annual reports, and information obtained 
directly from the utility. This accounts for the differences in 
the depreciation reserve, balance beginning of year, and 
depreciation accrual between the applicant's recorded 1985 and 
Branch's adjusted 1985 figures. 

The major difference between applicant's recorded and 
Branch's adjusted depreciation expense in 1985 is applicant's not 
deducting depreciation on plant contributions from the total 
depreciation accrual, according to, the Branch report. 

Applicant made no· showing' ,as to' depreciation expense .or 
reserves. 

In the absence of evidence t~ the contrary, utilization 
of standard commission depreciation rates and'accruals is 
reasonable. We adopt staff's estimates. 
other Expenses 

Branch's estimates for office supplies, accounting and 
legal, general, insurance', and transportation expenses were derived, " 
from 1985 recorded costs and comparative costs of other similarly 
situated water companies. N~ evidence· in opposition t~ Branch"s, 
estimates was presented,. and we adopt. these estimates as 
reasonable. 

In the absence of evidence to' the contrary, expense 
estilDates :based upon reco,rdec:1 costa of prior periods and' 
comparative costs o~ other similarly situated utilitIes are 
reasonable. 
RAtes of 'Return. 

~he Accounting and Financial Branch of the Evaluation and 
~ompliance . Division recommends' a standard rate of' return range of', 
10.25% t~ 10.75% for 1~0:t equity financed' wa-cer utilities. Branch:: 
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believes that lO.50%, the mid.point of this range~ is reasonabl.~ tor 
applicant. 

Applicant made no showing with respect to ,rate of re·~urn., 
We adopt staff's recommendation of 10.50% as reasonable. 

Appli9ant's Position 
Applicant's 'case was presented by its sole shareholder 

and her husband, a prominent attorney in Palo Alto whose practice 
does not include public utility work. No etfortwas'made by 
Garrapata to prepare or present a cost of service study or similar e 

evidence in support of its application,. 
Having operated at a loss for years, Garrapata commenced 

this proceeding by seeking advice letter approval of its proposal 
to increase flat rates from $18.00 to,$7S.00 ,a month (SlOO.OO if 
meters were to be required). While unprepared to justi~ the 
increase requested, Garrapata believed that its application would, 
result in an audit of its. records by Commiss.~on staff and a s~:at'f 

proposal which would probably be less "than S7S..00 a month. Given' 
the two rate proposals, applicant felt that a compromise cou.ld be,' 

neqotiated acceptable to both company. and commission .. 
i 

An investigation and report:, was made by Branchwh.ieh. 
, 'I 

carried a recommendation that applicant receive a general rate 
increase of $4,100 or S5.stover existing rates. 

'l'he Branch recommendation was and 'is. regarded by . 

applicant as "pure sophistry" since it completely disreqardsthe 
utility'S financial requiremel:'1ts. , 

'l'hese finaneial re~lirexnents inelude the following: 
, , , 

1. System improvelZ1lents totali:ng"S90,373, 
being: $32,000 tor relocating an exposed 
water main;'S6,4SS" for!proper founClation of 
a water main crossing over ariver;$16,91a 
for pumps and" anew root on a redwood. 
storage tank:S2S,.000 to repair an 
underground reservoir or replaee it with a 

2. 

new tank. i 
" 'I" 

Loans. and advances totaling $6.5-,.000, beinq: 
$40,000 in loans to. the' corporation by its 
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sole shareholder over the last 5 years 
without Commission approval: $17,500 
borrowed for new plant construction without 
Commission approval; $7,500 paid 1~O " 
attorneys for legal fees in prior years. 

Unpaid legal fees of $33,l6.5, bein<1: 
$13,l65 owing for litigation in pr~or 
years; $lO,OOO legal fees incurred at the 
half-way point in these proceedings or, 
presumably, $20,000 altogether at the 
Close,. 

Applicant earnestly urges the Commission to r:Lise ratles~ 
to its 34 customers so as to, alloW' it to recoup its los~;es and lnlItkc ' 
the necessary system ~provements (which it terms *maintenanee~or 
"'repair~) within as-year periocl. The requested $l.Sa,5~s.would 
require a monthly surcharge of approximately· $100 per custom4~r ~r' , 
month in addition to the rate increase recommended by s~~ff. 

It is clear on the record that system improvexo.ents are 
needed. At the hearing applicant was advised to invest:Lgate 
whether Safe Drinking Water Bond Act (SDWBA) funds are ."vail;~le. 

, ' , 

SDWBA procedures.. are des,iqned to assist small water companies by, 
providinq loans at low rates which, are paid off throuqh; surc:c.arges 

, ' , 

on customers' bills, thus requiring no capital to be SU1?plied by 
the utility. 

As Branch states,. the matter of providinq capital for; 
system improvements and plant is both the business and 
responsiDility of Garrapata. 

Debts and legal expenses incurred in prior years cannot' , 
be recovered in curre~ rates.. To do so would be' to, enqaqein 
unlawful retroactive ratemakinq. 

Branch has included $17,500 of neW' plant in ratel:l.ase so: • 
that applicant's rate of return is, to, that extent, enhanced~ 

Applieant's request for $10,.000 or $ZO,OOO legal fees for;: 
this case is discussed, as requlatory expense .. 

- 10-
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Garrapata is encouraged t~ adopt the guidelines set forth 
in the Branch report and in this decision so that it may continue 
to provide the water service to its customers which·the Branch 
investigation has found to· ~e satisfactory. 
Pa.V0ck gn Advances 

Commission decision 83-03-011 ordered that $23,000 for 
the two main extension contracts entered into in 1974, be recorded 
as contributions in aid of construction because the applicant 
failed to comply with section A.2.b of its Main Extension Rule 15-. 

Since the applicant has not complied with this order, Branch 
recommends ~at applicant ~e ~rdered to make the appropriate 
accounting adjustments on its books to show $23,000 as 
eontri~utions rather than advanees tor construction. 

This recommendation will beadopte'd. 

The Branch report sets forth the following commentary on 
the topic of service: 

wService to customers has ~een satisfactory. 
Field investigations of applicant's service 
area were conducted· on October 3-, 20, and· 
November 3, 19a1).. The domestic water pressure 
checked at various locations throughout the 
system, was within the range prescribed by the 
General Order Nlo'. 103.' 

w~he distribution system has required numerous 
rlapairs tor 'leaks and pump. breakdowns over the 
l.~st 3 years. The leaks and, old· pumps 
ac::eountedfor the extremely high .. power bills. 
MI~st of the ~reakdowns have ):)een· eliminatec:l 
o'V'er the last 3: years ~y the installation of 
three new pumps and repair of a major leak. 

wFive people wereint'erv:1.ewed during the ·field 
inVestigations. '.rherewere no complaints about 
water se:r:vice. . However,. they all complained. 
about the high rates requested by applicant. ': 

WThe notice of the proposed rate increase was 
mailed on August 4, 198& to- the eustomers. 

- 11 -
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Eiqht letters w~re recoived in rcspon~c to tho 
notice. Seven vere from individual customers 
and one from a lawyer representing a qroup o~ 
customers. All the responses objected to the 
317% proposed rate increase. N 

~he list of appearances shows that many of Garrapata's 
customers appeared for the public hearing on May S, 1987. These 
customers testified to their concern at the prospect of the huge 
rate increase r,equested. by applicant as well as to. ma.tters o·f· water 
systeln operation. -
Rate Design 

As there would be a considerable eost if applicant were 
required to refurbish and install meters on its system, Branch 
reoommends. a new flat rate schedule to collect the adopted revenue .. 

It is sU9'qested that fixed costs be alloeatedeven1y 
among all 34 customers, and that the remaining revenue requirement: 
be spread ~onq.the customers based upon the elevation o~ cus~ome~ 
and their estimated water consumption. 

Applicant ],:;resented _ no. evidence on the issue of :=ate, 
design-

Branch's proposal as set forth in Appendix A is 
reasonable and will be a.dopted. 
Comm~~ 

- I 

Pursuant to the commission"s RU.les of Practice iand 
Procedure, the proposed decision of the assigned administJ:;ati ve 
judge for this. proceeding was filed with the Commission ~nd 
distributed to the parties ,on SeptClZll:>er 29, 198.7. i 

Comments were filed by Garra]?ata on october &, 11987 aDO. 
I • 

by staff on October 13, 1987. Our ,revieW' of these comments does. 
not persuad.e- us that any eha:cgein the proposed decision i is. 
appropriate. 
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l!PlgiDgs of ~ 
1. Garrapata Water company (applicant) provides water 

service in an area located 10 miles south of Carmel, Monterey 
county, and serves 1 commercial and 33 residential customers. 

2. Applicant is seeking authority to adjust rates for water 
service to increase annual revenues by approximately $23,256. 

3. The applicant requires additional rev,enues but the rates 
set forth in the application are excessive. 

4. The adopted Summary of Earnings for test year 1986 
setting forth operating revenues, expenses and. rate base reasonably 
indicates the expected results of, operation for the test yea::-. , 

5. The increase in rates a~thorized by this decision is 
expected to provide increased annual revenues of $5,843 and a 
return on rate base of lO.5% 

6. A rate of return of lO.5% on applicant's rate base is 
reasonable. 

7., The adopted rate schedules and ~dopted quantities used to 
develop the adopted summary of earninqs are attached as Appendices 
A and 8,.. respectively. The comparison of monthly flat rates at " 
present and proposed rates is shoWn in Appendix c. 

8. Applicant's service and water quality are adequate. 
Conclgsions 0: Lay 

1. The application should be granted to the extent provided 
by the following ,order, the adopted rates being just, reaso~ablc 
and nondiscriminato~. 

:2. Because revenue proj,ections 
, , 

and. expenses were made ,for ','; 
test year l.98&, the following 

, ': II' 

order should ~e effective the 'eate Of:, 

signature. 

..; l3 -

, 

" ,. I 

I' 
I' ' 

I,,' 
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Q.lU) 'ER 

IT IS ORDERED that: 
1. Garrapata Water Company is authorized to file the revised, 

schedules attached to this order as Appendix A and to, concurrently,' 
I 

cancel its present schedules for such service. '!his filing shall ' 
comply with General Order (GO) Seriei 96. The effective date of 
the revised schedules shall be .s days after the date of filinq. 
The revised schedules shall apply only to- service rendered on and 
after their effective date. 

2. Garrapata, Water Company Shall make appropriate accounting 
adjustments on its :books to co~orm with Decision 83-,03-01.. 

3. 'rhe application is granted. as set forth above. 
This order is effeCtive today. 
Dated ,NOV 1 Z 1987 ' . '" at san Francisco,. california. 

... 
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Schocl1.lle No. 2A 

APPLIo.:sILI'I":l 

Appli~le to all water serviee rerldered annually on a,:nat rate basis. 

TERRn'ORY 

carrapata Ranch,. an:! vicinity, locate:t:south of camel, Montel:ey County. 

~ ~~ 

For,each :r:esiQential dwelJ.irlq c:cnnec:bec1, below 
main tank, which is. not speeified.l:-elow........... $ 354.00 

For, each. residentialdwellll'lg' connected. above 
main tank anc:ll:>elow first upper reservoir ••• _... $ 401.00 

For each. resic:1ential dweJ..lin; connected. above 
first upper reservoir............................... $ 4 .. 17.00 

For Rocky Point :Resta~ W Mo~-Iayrle P.anc:b. ' $ 602.00 

SPECD.L CONDrrIONS ' 

l.. '!he annual ,:nat c:MJ;ge applies, to service d\ll:':in; the 12-month period, " 
eo:mmeneinqJanuary 1 and is due in advance. If:,a.per.manent. resident,of the:' 
area. bas been a OJStomer of the utility for ,at least: 12 months" he 'may elect .,.! 
at the ~, of the calendar year,. to pay ~ prorated, flat ,rate e.hatqes in: - , 
advance a.t intervals' of less than' one year (monthly,·, bimonthly or' ~y) , 
in accotaanee wi~ the utility's establiShed billing' periods.. ' -

2. 'Jlle openlrq bill tor :nat rate .service shall :be the establ:l shed I 

amual flat rate c:ha:rge for the serJiee.. ' Where initial serviec is established::_ 
after the first day of any year " the portion ofsucb. anrn.W. <:barge' applicable 
to the o.1r.t'e1'lt yeu shall be dete%:m1nec1. by multiplJ'irlq the ~ c:b.a.tge by',) 
one throe-hundrecl-sixty-titth (l/365), of the ~ of days ,remainin; in ,the ::, 
calendar y~", 'lhe:balance ot the. payment Qf the :initial &"mt.ml. <::haJ:ge shill 
:be c:rec1ited agaixlst the cbax9es for the sueceedinq~ perio:1. If service ; 
is not continued for at least. one year ,after tl:~ date of the initial service:, 1" 

no %efurxl of the initW anrn.W. charges. shall be- Ctue.the customer. ' 
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APPENDIX B 
Paqe l 

AJX)Prm~ 
(l986- 'rest :iea%') 

Name of COIrrpany: Garrapata water catpmy, Ixx: .. 

Net-to-Gross M.lltipler: 
Fed~ 'I'~ :Rates: 
State 'I'aX :Rates: 
Bus:ine:ss License: 
uncollectible :Rates: 

E>cpenses 'I'est Year 1986-

l. ~Power: 
Elec:t::ric: 

None 
15.0 t 

9.6- t 
0_0 
0.0 

Pacific Gas an:i Electric ~ 
'I'otal cost ($) 
kwh Used. 
Efi'. SCb- Date 
Eft. SChoo :Rate ($,Ikwh) 
$,Ikwh Used 
Schedule 

2.. Purc:basEd Water: 
3.. Fump 'raX-Replell; sbment~: 
4 .. Pay.z:oll'and. Errployee Benefits: 

Operation ani Mainte.Mnce Pay,roll 
~tive & Ger!.el:al Salaries 

Total 

Pay.roll ~ 

s. M Valorem ~: 

Service Connections: 

l.. Flat Rate 

$ 2,lOO 
20,730 
3/7/81 

0 .. 0904J.S. 
O.0904J.S. 

A-l 

None 
None 

$ 350 
$ . 3.15-

$ 72S 

$ 63 

$ 429 

Residential 33 
Co~~ l. 

'. , 
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.N:OPrED TAX CMJ:JJ!XI!I.C¥S1 

: .. .. At 1986 Rates .. .. .. .. 
:Ll.ne: .. State .. : . . 
: No.: . Tax .. FIT . .. .. .. 

1. Opera~ Revenues $. 13,187 $. 13,l87 

2. o & M Expenses 5,130 5,130 
3-. A & G Expenses 3,035- 3-,035: 
4. 'I'aXe,s. Other '!ban Income 784 784 
s. Depreciation 88l 881 
6. Interest 0 0 
7. State 'I'aX 322 

8. SUbtotal 9,830 10,152 

9. Net ~le Incal:Ie for 
state Tax 3,357 

• lO • state TaX 322-
ll .. 'I'Otal state Tax 322 

12' .. Net ~le :tncome for nr- 3,035-
13. Fecleral Income TaX 455 
14. ~FI'r 4SS· 

1 COtpOration 

(END . OF APPENDIX 2) 
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~IXC 

COMPARISON OF RM'ES 

COm~n of monthly bills for resiclential aM commercial OlStomers 
at present an:l authorized. rates. 

Flat ~te Service Present ~rizeQ Percent 
~ Rates ,. Inc:rtease 

For eac::h :resic:1ent:i.al o.well.inq connected 
below main· 'I2rIk, whid:l is not specified 
below. $18.00 $29.50 63~% 

For each :residential dwell:i.l'q eo.nnected 
above main tMlk Md. ~ow til:st upper 
:reservoir. $1'8.00 - $33..4:2- 85.6% 

For eac:n :teSide:ntial. d.wel.lln; eo.nnected 
·$34.75. above first upper reservoir. $18.00 93.1% 

For P.oc::l<:y Point Resta~t and Morris-
Iayne~ $18.00 $50.1.7 17~7% 

(END OF APPENODC C) 

\' 

i' " " , 
, , 

, 
" 

,. 
,. ,. 

i, 

i 
I. 

." ,.11 ' , ,.' 
,. 

,. 

I' , 



• 

• 

• 

A.87-01-021 ALJ/OIW/ra 

Eight letters were received ill respo~ to the 
notice. Seven were from individual~customers 
and one from a lawyer representin~a group of 
customers. All the responses obj.ected to .the 
3~7% proposed rate increase. N ~ 

The list of appearances show~ that many of Garrapata's 
. 'i customers appeared for the publl.c hea'l:' ng on May 5, 198.7. These 

. . i / customers testlf1ed to the r eonce~ at the prospeet of the huge 
rate increase requested by appli~~t as well as to' matters of water 
system operation. . I ' 
Rate Design 

As there would be I' cons~deral::>le cost if applicant were " 'i 
required to refurbish and i~stall meters on its system, Braneh , 

f 
recommends a new flat ra-;e schedule to foll~et the adopted revenue.' 

It is suggested that fixed costs be allocated evenly '. 
among all 34 customers J' and that the remaining revenue requirement ' , 
be spread among the ~tomers based upon the elevation o,i customers 

. . I • and the1r est:unatedrater consuxnpt10n. " 
APPlcliea.nt presented no evide'nce on the issue o,f rate 

clesi9'%l. 
Bran s proposal as set forth in Appendix A is 

reasonable andfill be adopted. 
Findings of Fact 

1. Garrapata Water Company (applicant) provides water I ' 
service in, an area located lO miles south of caxmel, Monterey 

f 
County, and serves 1 commercial and 33 residential customers. ' 

2. /APPlicant is seekinq authority to adjust rates tor water, 
service;t0 increase ann~al revenues by approximately $2~,2S6. . 

3r Tbe applicant requires additional· revenues but the rates 
set fo~ in the application are excessive'. : ,i 

/40 Tbe adopted Summary of Earninqs for test year 198.& ;. 

settfnq forth operating revenues, expenses. and· rate base rea~onably" 
indicates the expeeted res.ul ts of operation tor the test year. 

/ 
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5. The increase in rates authorized by this decision is 
expected to provide increased annual revenues of $5,843 and a 
return on rate base of 10 .. 5% .,. f 

6.. A rate of return of 10 .. 5% on applicant's rate/~Ise is 

reasonable. / . 
7. The adopted rate schedules and adopted quantities used t~ 

develop the adopted summary of earninqs are attac~ as Appendices 
A and S, respectively.. The comparison of monthl/ flat rates at 
present and proposed rates is shown.in Appendi~ c. 

,. / 

8.. Applicant's servicle and water qua~1. ty are adequate. 
COnclusions ot Law / 

l. The application shl:>uld be gran{ed to the extent .provided,' 
by the followinq order, the ;adopted rales being just, reasonable 
and nondiscriminatory. /".-

2. Because revenue proj ections -and expenses were made for 
, I ' 

t~st year 198.6, the fOllowing.'7. er should ,be effective' the date Of:. 
sl.gnature.. , . : . 

. /9 RDER • .. 

IT IS OROERED;that:: ,. . 
1. Garrapata W¢er Company ,is authorized to file the revised, . ! 

schedules attached tel this order as AppendiX A ar,d to concurrently I, 

cancel its present ~edules for such service. This filing shall " I ' , ' ," 
comply with Generatl Order (GO) Series 9&. The effective date of' 
the revised schecfuJ.es shall be 50 days atter,the ci:ate of filing. 
'rhe ,revised s9 e'dules shall apply only to' service r,endered on and 
after their e ective date • 

/ 
f - 13 -



.. 

• 

• 

• 

A.S7-01-021 ALJ/Olw/ra 

2. Garrapata Water Company shall make appropriate accounting 
adjustlnents on its books to conform with Decision 83-03-01"': 

3. 'the application is granted as set torth above. 
'this order is effectiVE: today. /' 

d . / 1" . Oate , at San FranclSCo, ca lfornla. 

/ 
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