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Decision 82.04 0$3 APR 2 11982 
------

BEFORE THE PUBLIC UTILITIES COMMISSION OF. THE STATE· OF CALIFORNIA 

In the Matter of the Application ) 
of TAHOE SWISS VILLAGE U'l'ILITY, a ) 
California unincorporatea utility, ) 
for Authority to Increase its ) 

Application 61049 
(Filed November 12, 1981) 

Rates .. and Charges .. for Water Service. ) .. ..... . . " ....... . .. ). 

Melvin E. Mezek, for Tahoe Swiss Vil~age 
Utility, applicant. 

Patricia A. Bennett, Attorney at Law, and 
Alex chocas, for the Commission staff. 

OPINION 

By this application Tahoe Swiss Village Utility (Tahoe 
~ 

Swiss or applicant) requests authority to increase its rates for '''-
water service by 91.7%. Applicant's last rate increase was 
effective January 1, 1977. 

A properly noticea public hearing was held in Tahoe 
City on February 16, 198-2; although applicant sent a notice to each 
of its customers which summarized the increase requested and gave 
the date of public hearing on the application, no one appeared 
except applicant and the Commission staff (staff). However,. 10 
letters from Taboe Swiss customers were receivedey the Commission 
protesting the size of the increase. 

Tahoe Swiss serves about 70 customers in an area near 
Homewood, California, on the west shore of Lake Tahoe. Water is· 
pumped from Lake Tahoe and aistributed to customers through about 
10,000 feet of mains varying in size from twO' to four inches .. 

Orainarily we limit wat~r utility rate increases to 50%. 
at one time. Here, the authorized increase is 67%. However, 9iven 
the small size of the utility ana the absence of customers at the 
hearing, we will authorize a &7% rate increase. Also, no, proposal 
for step rates was advancea, which wou'la allow a mec:hani'sm fO'r 
limiting a first step increase to SO%. The &7% increase is for 
less than the 91.7% increase requested. 
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Applicant claims it will ,be necessary to make some cap·ital 
improvements to its system over the next year in order to maint~in 
and improve present service. It pleads th~t without the increase 
requested it will not have funds for improvements, the cash, to 
condu~t an efficient businesz, nor earningz sufficient to' provide a 
reasonable return on common equity. Other than a short-term personal 
loan of $2,000 to Mrs. Cora Frost, who owns and' manages Tahoe Swiss,. 
capitalization is 100% equity. 

Appll.cant· s present t.:lriffs provide for mectered and flat 
rate service. No customers are currently on meters... Applic.:lnt 
proposes to cancel rates fo,r metered service' and raise flat rate 
service for a single-family residential unit from $110 per year to 
$210.90. The charge for each additional single-family uni t on the 
same premises and served from the same service connection would be 
inc-reased to $140.35· per year from $73.20. 

• Applicant ilnd staff presented estimated results o·f 
operations for test year 198.1... Applicant illso had reildy by the date 
of hea,ring a preliminary annual report containing revenue and 
expenses for 1981. The reason a later period such as 1982 was not 
used was that applicant originally intended to seek the inc'rease 
through an advice letter filing, a draft of which was filed with 

• 

staff in the spring Of'19S1.1/ Staff asked for additional information 
July 21, 1981 ~nd applicant furnishee that information on August 3,. 1981.. On 

Octocer 9, 1981 s,taff wrote applicant recommending that applicant's 
other water corporation, Tahoe Pines Water Company (T'ahoe Pines) , 
should be interconnected with Tahoe Swiss and both operated a·s 
one unit. Rates for 'l'tlhoe Swiss would be rtliseo to the level of 

1.1 'l'here is some unc0rtainty as to the date this was· done. / 
ApplicaZ'lt cl.lims April 29, 1981 and staff shOWS -May 19,. 198·1 • 
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Tahoe Pines.~1 Applicant rejected the suggestion and filed this 
application November 12, 1981 including as its estimated results 
of operatiorsthe data for 1981 shown in its advice letter draft. 
On December 9, 1981 staff wrote applicant suggesting that its 
application be amended t~ reflect a test year of 19&2'unless appli-. - ~ - - - -- -- _~ __ """" ____ '~_.-'-"t- .... _ .< " ___ 0.. ,_ ....... _ ......... __ ._. ... . ~'.' .r • .,...--_. _. r-.Y 

• 

• 

cant stipulated that the data contained in the application for 
198:l would be appropriate for 198:2. Applicant did so- stipulate. 

Acco::di..ng1y, ~ta~~ Aec.;d~~ to stand 0r:_~~s Septem.b~r 1981 
estimate. 

Estimates of applicant and the staff are shown. on 
Table 1 t09'ether with the preliminary 1981 recorded totals.. A 

discuss.ion of the major differences. in those e.stima~~s.- .. = ...... _. 
follows.. For those accounts not discussed we will. adopt appli­
cant's estimates. 
Revenues-Present Rates 

Applicant 
Staff 

Difference 

$8,140 
S" ,6,60 

520 

The difference is minor and we will adopt applicant's 
estimate which is based on estimated customers times present rates 
whereas the staff's is based on 1980 recorded revenues. Recorded 
revenues may be unreliable (e.g .. see $7,144 preliminary for 198,1,. 
Table 1) beeause applicant bills. once a year on Sep,tember 15th, 
but not all revenues are received in the year billed: •. 

3/ Tahoe Pines reques.ted lI. rate increase to $189 per year by draft 
advice letter filed July 3-0, 1981 • 
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Revenues 
E~enses 

Pumping Power 
Materials 
Contract Work 
Management Salary 

TABLE 1 

Tahoe Swiss Village Utility 

Results of Operations.- ,1981 
.. , 'At Present 'Rates' 

Estimated 
Applicant Statl' 

$ 8,140 $ S',660 . 
'" ••• .1 

828: 820 
270 100 

2,000 1,130 
4,8-30 3,5-00 

Office Supple & Exp. 8:50 345 
Insurance 200 90 
Accounting & Legal 400 -General ~nse 4&5· 190 
Vehicle Expense 5500 70 
Rents 300 225-
Depreciation 1,58-4 1,577 
Operating Taxes 122 122 

Total Expenses 12,3·99 8,169' 
Taxable Revenue (4,259) 491 
Income Taxes 

Net Revenues (4,259') 491 
Rate Base 27,893 26,160 
Rate of Return 1.8:8-% 

(Red Figure) 

!/ Unaudited preliminary report (Exhibit 2). 

2/ Average of beginnin9 and end of year • 

-4-

1981 
Annual Re~'rt';/ 

$ 7,144 

1 1,122 
200 

1,951 
4,428' 
1,130 

26--7-
1,075-

546-
140 
200 

1,722 
131 

12,912. 
(5-,768) 

(5-,76S') 
'2/ 27,940-
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Materials 
Applic~nt $270 
S·taff 100 

Difference 170 

Applicant based its estimate on 198.0 recorded totals. 
Staff claims the recorded total was for an expenditure that should 
have been capitalized. However, staff conceded it made no adjust­
ment to rate base for the item. We will adopt applicant's 198.1 total 
of $200. 

Contract Work 
Applicant $2,000 
Staff 1,130 . 

Difference 870 

Applicant estimated an increase in this account for 198:1. 
Because the husband of the present owner and manager o·f Tahoe Swiss 
passed away, the maintenance and repair work that he performed must 
now be con,tracted out •. Applieant Offered Exhibit 3 which applicant's 
consulting engineer claimed portrayed the yearly contract maintenance 
and repair work needed to keep applicant'S operation in top condition. 
The total cost shown on that exhibit is SS,070 per year. The 
consultant eonceded this was the ideal and Tahoe Swiss could not 
afford to finance such a pr09r~ durin9 198:1. 

Staff's estimate included $700 for standby help, $240 
for repairs, and $190 for water samples.. Again, as in its materials 
estimate,. staff claimed applicant included $1,276· in the account 
that should have been capitalized. Staff claimed that it appeared 
applicant had also capitalized a sill'.ilar, although not identical 
amount (that i~applicant made a double entry in its books) .. 
However, on cross-examination, the staff en9ineer conceded· he had 
not verified this and so could not support his estimate.. Applicant 
demonstrated the two amounts were for different purposes. We will 
adopt applicant's estimate of $2,000 • 
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ManagementSalary 
Applicant 
Staff 

Difference 

$4.,830 
. . 3' ,"500 a . 

1,330· 

Applicant's estimate is for one-fourth of an allowance to 
the present owner-manager of $19,320 per year for both Tahoe Swiss 
and Tahoe Pines, which respectively have about 25·% and 7So%. of the 
total customers of the two utilities. 

Staff's estimate is l:)ased on a total salary of $17,000, 
which it believes is proper for management of a water utility having 
about 300 customers. Assuming Tahoe Swiss to-have 74 customers, 
staff allowed 74/300 x $17,000 or $4'.200' for the manager of Tahoe 
Swiss. However, staff reduced this by the $700 it included in,its 
estimate for contract work on the basis that the widowed~ manager should' be 

doing that work. We will adopt the staff's estimate of $,4',200 but 
not its reduction of $700. 
Office Expenses 

Applicant 
S.taff 

Difference 

$8S0 
345--
505· 

The office for both Tahoe S.wiss and Tahoe Pines is-/located 
in the home of the owner. Applicant's recorded expenses and rate 
year estimates apparently do not reflect the personal use of the 
residence or appropriate allocations to the two utilities.. Staff, 
on the other hand, made a detailed analysis of billing and collecting, 
basic and long-distance telephone service, telephone directory 
advertising, telephone answering service, and utility bill'S., and 
allocated these among personal use, Tahoe Swiss operations, and' 
Tahoe Pines operations. We will adopt the staff's estimate • 
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Insurance 
Applic~nt $200 
Staff 90 

Di(l~rcncc 110 

Staff estim;tted ol total of only $224 ino;outance per year 
for all three of the vehicles used in olPl'lic.lnt's oper.ltion:... Its 
allocation to Tahoe Swiss of $90 stemmed £r,~m ~ total insur~nce' cost 
starting point of $224. This is. extremely :~ow~ Applican·t·$ $200 
estimate was the result of rc.)son.)blc- .)l:toc~tion. We will adopt 

ap?licant's estimate~ 

Accounting and Legal 
Applicant $400 
Staff 

Difference 400 

Staff made no allowance for this account because only $27 
. • was recorded in the account during the period 1975· through 198:0. 

• 

Applicant used one-third of its consult.:lnt's $1,200'charge for work 
on this application, which we b~lieve is ~ reasonable charge and 
amortization of a nonrecurring expense. 
General Expense 

Applicant $465 
Staff 19~ 

Difference 275 

Staff claims applicant's charges to this account are, ; 
under the Commission's Uniform System of /\ccounts, properly chargeable 
to other accounts and estimates for those accounts include some o·f . 
the estimates for this account. For instance, staff claims the 
consultin9 fee ()f $400 discussed under accounting and legal sbould 
be included in this account and did include one-third of the $400~/ 
in its· $190 estimate, the remainder of the $190 being $55 for 
uncollectibles. We will ~dopt staff's uncollectibles recommendation 

3/ Staff believes $400 is an appropriate total charge for the .work: 
- done by applicant's consultant. 
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for this account and, whether correctly assigned to that account or not,. 
leave the $400 for consulting fees in accounting and legal. 
Vehicle Expense 

Applicant $550 
Staff' 70 

Difference 4aO 

Again, as in other accounts,. staff allocated vehicle 
expense among the utilities ana personal uses. In addition, staff 
amortized certain 198·0 .:\ctulll expenses sueh .:IS tites and repairs 
over a five-year period which appears to be longer than app,ropriate./ 
We will aclopt applicant's 1981 recorde<:1 total of S140 (fou~-year amortization) .• 
Revenues - Proposed Rates 

Applicant 
Staff 

Difference 

S-15,.606 
17,010 

1,404 

Applicant's estimate is the result of increasing its 
estimate of $8,140 under present rates by 91 .. 7%, the percentage 
increase from present to proposed rates. S·taff adopted applicant's. 
S15,606 but added 10 new customers at the ~adclitional unit~ p~oposed 
r",te of 140.35 or $1,404_ Staff did not explain its inclus.~~rt_ ... _ ..... 
of the 10 new customers nor why they were not include-d in s~aff's 
revenue estimate under present rates.. The record shows. that 
applicant actually had a net loss of one customer in 1981 compared 
to 1980, 71 versus 72. We will adopt applicant'S es.timate. 
Rate of Return 

Tahoe Swiss rcqucsts an overall 11.5% rate of return on 
rate base. Because applicant is ontirely equity-financed exeept for 
the short-term loan mentioned previously, the 11 .. 59.; would also be 
the return on equity. Staff did not contest appli.cant's requested 
return and we find: it to be reasonable • 
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Results of Operations 
And Income Tax Expense 

Table 2 shows a test year results of operations for 
applicant using the revenues, expenses, and rate base previously 
discussed and adopted. Onder present rates applicant would show 
a loss of $2,240 per year and under proposed rates a profit of 
$5,230 which produces an 18.8% return on rate base. 

Applicant's consultant testified that no significant 
income taxes would be due on applicant'S Tahoe Swiss operation • 
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TABLE 2 

Tahoe' Swiss Village Utility 

Adopted Test. Year Results of, Operations. 
, , " ' For 'Ratemaking 'Purposes" , 

Present 
Rates' 

Proposecl 
Rates 

Authorized 
Rates 

Revenues 

Expenses 

. Pumping Power 
Materials 
Contract Work 
Management Salary 
Office Suppl. & Exp. 
Insurance /C'" 

ACCOllrit~ng:;;& 'Le.;a1 
Gener al('.Expense' 
vehic1e~~~nse/' 
Rents i '''<:;::-.('.~ 

\ .' ... !..' 

Deprecia.:tion\~ , 
Operatin~"i :taxes - ,: 

"", ~ • .J,' 

Tota);>:'Sxpenses 

Taxable Revenue 

Income Taxes 

Net Revenues 

Rate Base 

Rate of Return 

$ 8,140 

8.l0 
200 

2,000 
4,200 

35-0 
200 
400 

60 
14'0 
300 

1,.5S0 
120 

10,380 

(2,240) 

(2,.240) 

27,890 

(Red Figure) 
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$15-,610 

10,38.0 

5-,230 
,'. 

27,8.9'0 
1S.,S%. 

$13,590 

10·,380 

3,210· 

27',890 

11~5-% 
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Adopted "Rates 
Applying applicant's requested 11.5% rate of return to the 

adopted rate base of $27,8:90 produees a' net revenue requirement of 
$~,210.. Adding expenses of 510,380 to that fi9ure produces a 9ross 
revenue requirement of $13,590.. (See Table 2.) Comparin9 the 
S13,590 to the S8,140 under present rates produces a rate increase 
requirement of 67.0%. We will authorize Tahoe Swiss to· increase 
its present flat rate charges of $110 and $73.20 ·to $184:. and $122, 

respectively. 
Staff opposed applicant's request to caneel its unused· 

metered service tariff on the grounds that applicant may,. at some 
future time, install a meter to control the usage of a possible 
wasteful customer. We fail to see how applicant eould,..without 
discriminatin9, reasonably determine a wasteful user when all 
eustomers are on a flat rate. Applicant IS eonsu.ltant testified 
it would be very costly to install and read a meter for.an individual 
customer.. We will adopt applicant's proposal to-- delete metered 
service from its tariff. 
Eeonomic Recovery Tax Act (ERTA) 

Because of applicant's testimony concernin9 income tax 
liability, this decision will not impair applicant I s op.tions under 
ERTA. 

Findings of Fact 
1. Tahoe Swiss is a publie utility water corporation subject 

to the jurisdiction of this Commission. 
2. Tahoe Swiss requests an overall inerease in water rates 

of 91.7% which would produee $7,466 additional annual revenue. 
3. A properly noticed public hearing on this app·lication 

was held at which all interested parties were given the. opportunity 
to appear and be heard • 
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4. Estimated revenues of $8,140 under "present rates. for a 
test year are reasonable. 

S. Estimated operating expenses of $10,380 and a rate base 
of S27,890 under present, proposed,. and" authorized rates are 
reasonable. 

6. Estimated revenues of S15,6l0 under proposed rates for 
a test year are reasonable. 

7. An overall rate of return of 11.5% on rate base is 
reasonable. 

8. Applicant's proposed rates produce an 18:.8% overall return 
on rate base which is unreasonable .. 

9. Applicant's proposed rates are not justified. 
10. An increase in applicant's rates of 67.0% is j.ustified, 

will result in a rate of return of 11.5% on rate base, and will 
produce rates which are reasonable • 

11. ~here is no need for applicant to continue tariff provisions 
for metered service or rates for such service. 

12. ~his decision will not affect applicant's options under 
ER'l'A. 

13. It is reasonable to make the effective date of this order 
today because applicant is operatin9~ at a loss. 
Conclusion of Law 

Based on the fore90ing findings of fact and Section 454 
of the Public Utilities Code, the Commission may authorize Tahoe 
Swiss to amend its tariff as provided for in the following order • 
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ORDER 

I~ IS ORDERED that: 
1. After the effective date of this order Tahoe SwissVillage 

Utility is authorized to file a revised tariff schedule reflectin9: 
a. A flat rate of $184 per year for a single­

family residential u<nit, 
b. A flat rate of S122 for each additional 

single-family residential unit on the same 
premises and served from the same service 
connection ,. 

c. Cancellation of metered service and rates, 
and concurrent<lY cancel its presently effective schedule. Such/'filing 
shQll comply 'wi th General Order 9G-A. 

2. The effective date of the revised schedule ~uthori%ed by 

Ordering P~rQ9raph 1 sh<:lll be 4 da.jo"s <lfter the dolte of filin9 ~ The 
revised schedule Sholll olpply only to service rendered on ol.nd after 
the effective date thereof· • 

3. In .).11 other respects Applic<:ltion./61049 is denied. 
This order is effective today. 
D<l ted A?R' 2'1 1982 , a t San Fr anci seo, cal i forni.l. 
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Applicant claims it will be necessary to make some capital 
improvements to its system over the next year in order to· maintain 
and improve present service. It pleads that without the increase 
requested it will not have funds for improvements, the cash- to­
conduct an efficient business, nor earnings sufficient to- provide a 
reasonable return on common equity. Other than a short-term personal 
loan of $2,000 to Mrs~ Cora Prost, who- owns and manages Tahoe Swiss, 

capitalization is 100% equity. 
Applicant's present tariffs provide for metered and flat 

rate service. No customers are currently on meters. Applicant 
proposes to cancel rates for metered service and raise flat rate 
service for a single-family residential unit from $110 per year to 
$210.90. The charge for each additional single-family unit on the 
same premises and served from the same service connection would be 

increased to $140.35 per year from $73.20 • 
Applicant and staff presented estimated results of 

operations for test year 1981. Applicant also had ready by the date 
.:,::; !'~~~~ing a preliminary annual report containing revenue and 
expenses for 1981. The reason a later period such as 1982 was not 
used was that applicant originally intended' to seek the increase 
through an advice letter filing,a draft of which was filed· with 
staff in the spring of 1981.1/ Staff asked for additional information 
July 21, 1981 and applicant furnished that infox:mation on August 3, 1981.. On 

OCtober 9, 1981 staff wrote applicant recommending; that applicant t s 
other water corporation, Tahoe Pines Water Company: (Tahoe Pines), 

• ,i 

should be interconnected with Tahoe Swiss and both operated as 
one unit. Rates for Tahoe Swiss would be raised to the level of 

1:.1 There is some uncertainty as to the date this'iwas done. 
Applica!'l.t claims April 29, 1981 and staff -;;;l;,,;:y-ay 19" 1981 • 
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for this account and, whether correctly assigned to, that account or not,. 
leave the $400 for consulting fees in accounting- and legal. 
Vehicle Expense 

Applicant 
Staff 

Difference 

$550 
.. 70 . 

480 

Again, as in other accounts, staff allocated vehicle 
e~nse among the utilities and personal uses. In addition,. staff 
amortized certain 198"0 actual expenses such as tires and repairs 
over a five-year period which appears to- be longer than appropriate. '(' 
We will adopt applicant's 1981 recorded total of $140fLIr~-6~~) .. 
Revenues - proposed Rates 

Applicant $15,&0& 
Staff 17,010 

Difference 1,.4~4 

Applicant's estimate is the result of increaSing its 
estimate of $8,140 under present rates by 91.7%, the percentage 
increase from present to proposed rates·. Staff adopted applicant's 
$15,606 but added 10 new customers at the "additional unit'" proposed 
rate of 140.35 or $1,404. Staff did not explain its inclusion 
of the 10 new customers nor why they were not included-in staff's 
revenue estimate under 
applicant actually had 
to 1980, 71 versus 72. 
Rate of Return 

present rates. The record shows· that 
a net loss of one customer in 1981 compared 

We will adopt applicant's estimate .. 

Tahoe Swiss requests an overall 11.5% rate of return on 
rate base.. Because applicant is entirely equity-financed except for 
the short-term loan mentioned previously" the 11.5-% would also· be 
the return on equity.. Staff did not contest applicant's requested 
return and we find it to be reasonable • 
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