
RR/~GR/ A~1/WPSC 

Decision 52 OS 022 SE? 81982 ------
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFO~~lA 

In the Matter of the Application of ) 
CP ~ATIO~AL CORPORATION. a ) 
California corporation for authority) 
to increase rates charged for water ) 
se~ice in its Susanville District. ) 

----------------------------) 
o PIN ION - - - ............ -

S1.!':'lmarv 

Applica:ion 82-04-27 
(Filed Aoril 12. 1982) 

This necision authorizes CP National Corporation's Susan

ville Water District (Utility) to increase water rates to provide 

additional revenue of $190.300 in 1982 (a 50% i~crease), and allows 

a s:~p rate increase of $2n2.900 to ~o into effect Au~ust 1. 1983. 

T~is S202,900 is composed of two parts: (1) $127,300 which is the 

~ount required to return the gross revenue to the level authorized 

befort~ 50% lim itation and (2) S75.600 which represents the deferred 

&"nount of $127.300 plus a $23, 900 carryin~ ch,lt'~e amortized over a 

two year period. Utility re~uested an increase of $364,410 for the 

year 1982, but after our staff's review Utility accepted staff's 

ceternination that an increase of $317,600 is reasonable, based on 

a 1982 test year. Included in this $317,60n increase is 532.300 

which is the incremental revenue effect of recent chan~es due to 

the Economic Recovery Tax Act of 1981 (ERTA). Utility is 

authorized a 12.267. return on its rate base. 
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Background 

Utility filed an advice letter on November 16, 1981 

reques:in~ an annual increase in water rates for its Susanville 

District in the amount of $420,522 (110.6%) based on a rate of 

r~turn of 17.5% on ccmmon equity and a rate of ~eturn of 13% on 

rate base. 

Because of the S750.000 limitation on ~ross revenue that 

can be processed by advice letter (General Order 96 .. A, Section VI). 

Ut il i tv on December 11, 1981 revised its reQues t for an increase of 

S364,410 (95.8%) reQuestin~ a total ~ross revenue of S744,617 for 

t~e year 1982. 

An informal public meeting conducted by a staff 

r~~resentative was held at Susanville on March 25. 19~2 at which 

about 100 interested -persons attended and about 10 customers voiced 

stron~ opposition to the high percenta~e increase, objected to the 

50% discount to Utility's enployees. al'ld stated that ratepayers 

should be given an opportunity to participate in public hearin~s 

before the C~mission. On the basis of this protest, the advice 

letter was converted to an application and docketed on April 12, 

, 982. 
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The 'l'l'\atter of e"nployees' discounts is under CO"Dmission 

investigation in another ?roceedin~ (OII 104). which CP National 

is a respondent. In that proceedin~. the Commission is in~uiring 

into the reasonablesness of the employee discount ?ro~rams offered 

by certain energy. telephone and major , ... ater utilities subject to 

its ju~isdiction. Upon completion of the Phase I hearin~s (which 

Are limited to the energy utility discount). hearin~s on the 

tele~hone and water Utility discounts will be scheduled. There

after the Ccrnmission will analyze the evidence presented by the 

utilities, the Commission staff and other interested parties before 

decid in~ whether e'!'I ployee discoun ts should be retained, reduced. 

elir:lina:~ enti~ely. or adjusted for rat~akin~ purposes. 

The review of Utility's operation by our staff indicates 

that Utility's rate of return at present rates is inadeQuate and 

Utility is in need of an l.Mf!lediate rate increase in th~ anount of 

5317,600 to have opportunity to earn a reasonable rate of return, 

or 12.26%. After several meetin~s with the staff, Utility a~reed 

with the scaff-recommended rate of return and amount of increase. 

We believe that a public hearing will not contribute ~reatly to the 

disposition of this ~atcer. We have limited travel funds. Since 

service is adeQuate and the employees' discount question is under 

review in another proceeding. we do not believe a public hearing in 

Susanville is necessary. 
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General Information 

Utility owns and operates electric, gas. telephone. 

and water utilities in the States of California. Ore~on, ~evada, 

Utah, New ~exico, and Arizona. The headquarters and ~eneral office 

is located in Concord, California where customer bills for all 

operations are prepared. 

The Utility's Lassen Division includes the Susanville 

F.lectric and Water Districts. 

The Susa~ille Water District serves about 2,700 

customers in Susanville and nearby rural areas. Its service is 

l:idecua:e. 

Economic Recoverv Tax Act of 1981 

ER!A made a nu:nber of changes in the fed eral inccm e tax 

:aw that L~?acts the calculation of income tax ex~nse for rate-

111 aki ng. It appears that use of flow- throu$i:h methods for 'tax 

ce?reciation and inves:ment tax credit (ITC) would ~ake Utility 

ineli~ible to use accelerated cost recovery and to claim for tax 

?ur?oses. Recognizin~ thiS, Decision 93848 (011 24) was issued on 

December 15, 1981. In accordance wi th that order, and in 

accordance with the tax act, conventional normalization methodS 

have been used in ccrn?utinp; federal inccme tax expense for the test 
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?e~iod in this ratenakin~ proceeding. The incremental revenue 

reQuirement effect of ERTA is $32,300. We will reQuire Utility to 

~otify its Susanville ~ater District customers of ERTA's effect on 

rates. 

Rate of Return 

Utility requested a return of 17.5% on common equity 

resulting in a 13.0% rate of return on rate base. Staff 

r~commended a rate of return of 15.0% on common equity which 

results in a rate of return of 12.26% on rate base. We a~ree with 

che staff and adopt 15.0% for rate of return on equity and 12.26% 

ra:e of return on rate base. Utility accepted this return. 

The adopted ca?ital structure and capital COSt for test year 1982 

are as follows: 

tong-tern Debt 

Preferred Stock 

Canmon EQui ty 

52.0% 

7.0 

41 .0 

100.0% 

Deferral of Increase Over 50% 

10.48% 

9.43 

15.00 

5.45% 

0.66 

6.15 

12.26% 

We have recently adopted a ~eneral policy guirleline for 

major water utilities, which we shall apply to the Susanville Water 

District. The policy is to authorize rate increases not ~reater 

than 50% during any single year in order to mitigate the impact of 

a large increase. Without this ~uideline we would have authorized 
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an inerease 0: 5317,600 (83.4%) in 1982. By applying this guide

line, we will gran: a 5190,300 increase in 1982 and defe~. $127.300 

over a :wo-year ?eriod plus carrying cost at the ado?ted ~ate of 

return on rate base, and authorize ~~ increase of 575,600 as a see~ 

rate increase or. August 1, 1983. :he calculations showing these 

aGjus~en:s ~re shown in Appendix C. We will recuce revenue by 

S75,600 on August 1, 1985 at ~ieh time the deferred amount and 

related carrying chArgeD have been ~rtized. 

Tax Initiative Aecocnt 

The ~ount of overeollection in the tax initiative balancing 

account in the Susanville ~ater District as of December 31. 1980 is 

55.383. we ~~l amortize this amo~~t over an is-oonth period, 80 ~t 

custooers get credit for the overeolleetion. 

, . 
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S~mary of Earnings 

table I shows Utility's estlmated Sunmaries of Earnit'lgs 

at: present and proposed rates (orip;inal and revised) and staff's 

esti.",ated at present rates and adopted rates. Adopted Quantities are 

shown in Appendix D. 

tABLE I 

(Dollars in thou~s~a~n~d~s~) ________ ~~~ ______ __ 
Utilitv Estimates : Staff : 

: -Pr-e-s-e"';::n:'::t~:"=-='!S~r"':o=":B:;";:o:;':s;;;;;e';;d~Ra;"t:~e':"""s:-- : PI' e sen t : Ad 01' t ed 
Rates :' ~ri8~nal:Revisea : Rates : Rates 

O;:>era:ing Revenue S 380.2 S 800.7 $744.6 $ 380.7 S 69~.3 

Operating Expenses 

O"eration §r. Xaintenance , 91 .0 199.2 193.4 187.7 189.4 

Aor.'l inistrative & General 14.9 14.9 14.9 9.5 9.5 

General Office Prorated 157.5 157.5 157.5 , 44.7 144.7 

Depreciation Expense 43.8 43.8 43.8 43.0 L..3 .. 0 

Taxes Other Than IncOTl e 28 .. 9 28.9 28.9 28.2 28.2 

State Corporation Tax (17.1) 23.0 i ~. , (14.9) 15.5 

1='ederal IncO'Tl e Tax (68.6) '05. , 84.2 ( 6' .2) 70" , -
Total Operating Expense 350.4 572.4 540.8 337.0 500.4 

Net Operatin~ Rev. 29.8 228.3 203.8 43.7 197.q 
Rate Base 1756.2 1756.2 1756.2 , 61 4. , '614.1 

Rate of Return 1.70% , 3 .O~ 11.601- 2 .. 711- , 2.261-

(Red Figure) 
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Rate Design 

The cumulative increase in total revenue since January 1 , 

1976 has exceeded 25%; therefore. increases ~ay oe authorized for 

lifeline rates. We a~ree with the staff reccmmendation to increase 

lifeline rates by approximately the avera~e percentage revenue 

increase for the the year 1982. We also agree with the staff 

reccm~endation to increase service charge revenues and ouantity 

r~enues by an eoual percenta~e. 

Balancing Account 

Applicant proposes to establish a balancing account for the 

?u=chased power necessary to operate the water pumps for its 

e Susa:wille ~..;rater District, and proposes a fotTnula tor maintenance of 

s'lch balancing account. \1tility, as well as other major water 

utilities. by letter of Septenber 8, 1978 were infotmed of the 

procedure for maintaining purchased power balancing accotmts which 

the Ccmmission adopted on Septenber 6. 1978. That procedure should 

be followed by Utility, and this point needs no further discussion. 

Findings of Fact 

1. A public hearin~ is not necessary. 

2. Water Quality and service in Susanville Water District are 

sa tis f ac tory. 

3. Information shown in Table I properly reflect the 

consequences of ERTA and our decision in OII 24. 
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4. A rate o£ ree~=~ of 15.0~ on common eo~ity -Nill afford 

Utili:y an opportunity to earn a rate of return of 12.26: on rate 

base, and ·Nill ~e reasonable. 

5. A revenue increase of 5317,600 (83.4:) for test year 1982 is 

re~ui=ed to ?roduce a rate 0: return of 12.26%, based upon adopteC 

results of o~eraeions for Susanville Wa:er District. 

6. It is reasonable to li~it the increase in 1982 to 50: to 

=i:iga:e the ~pac: ~pon ratepayers. Thus, an increase in 1982 would 

be li:liteci to 5190,300 (50:). The rate increases in August j, 1983 

include S75,600 :0 provide additional revenue of 5127,300 over 2 years 

plus a S23,900 carrying cost on the deferred amount. 

7. It is reasona~le to reduce revenue by 575,600 on August j, 

1985 after the deferred amount and carrying costs have been fully 

a:lortized. 

s. !he increase in rates and charges authorized by this 

decision are j~stified, and are just and reasonable. 

Concl~sions of Law 

i. ~e adopted rates in A?pendix A are just, reasonable, and 

noneiscri:linatory. 

2. Utility should be authorized to file the race schedules 

attached as Appendix A. 

3. Because of the Unminent need for additional revenue, the 

following order should be effective today. 
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("\ R D E R .... - - --
IT IS ORDERED that: 

1. After the effective date of this order. CP National 

Corporation is authorized to file for its Susanville Water District 

the revised rate schedules attached to this order as Append ix A. 

and concurrently cancel its present schedules for such service. 

!his filin~ shall comply with General Order 96-A. The effective 

date of the revised schedules shall be the day of filing. 'the 

roevisec. schedules shall 4?ply only to service rendered on and after 

their effective date. 
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2. Within 45 days, CP National Corporation shall mail to all 

its Susanville Water District customers a bill insert notice set 

out in Appendix R. 

This order is effective today. 

Dated _--.,;.S.;:E;;...P~8.:...19.::;;..;,;82~ __ , at San Francisco, California. 

... ~~~ 
JOHN E. BRYSON .~ 

Presic('nt 
mCl-iM~j) D. CrtAVELLE 
LEO~A!\D M. CRIMES, Jlt 
VJC':OR CALVO 
PR!SCILLA C CREW 

Comm~joncrs 
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AP?~D!X A 
Page 1 

Sc~eeule ~o. SU-1 

Susanville Dis~~ic~ Tariff Area 

GENERAL METERED SERVICE 

APPLICABILITY 

Applicable to all ~etered water service. 

TERRITORY 

RATES 

!he City of Susanville and vicinity, Lassen Co~ty. 

Per !1e~er Per Month 
F:-om 

8/01/82 After 
Quantity Rates: 7/31/85 7/31/85 

Firs: 300 .c per 100 ••• S 0.40 S 0.542 S 0.480 cu ... t .. , 
Over 300 cu.ft ... per 100 ••• ..51 0.692 0.625 

Se:vice Charge: 

For 5/8 x 3/4-i~ch ~eter •••• S 4.15 S 5.60 S 5.10 
For 3/4-inch ~eter •••. 6.10 8.30 7.50 
tor , - inch meter •••• 8.50 , 1 .50 10.40 
:0':: '-1/2-i~ch meter •••• 15.00 20.50 18.00 
For 2- inch :leter •••• 21 .00 29.00 26.00 
For 3-inch meter •••. 35.00 47.50 43.00 
For "'--inch meter •••• 51 .00 69 .. 00 62.00 
For 6-inch meter •••• 90 .. 00 122.00 11 0.00 
For 8- inch meter ...... 146.00 198.00 179.00 
For: 10-inch meter ..... 196.00 266.00 240.00 

The S~=vice Charge is applicable to all ~etered se~iee. 
I: is a :,ead iness- to- serve cha:-ge :0 ",o1hieh is added the 
charge. cCQ~~ted at the Ouantity Rates, for water used 
during the ~onth. 
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SPECIAL CONDITION 

APPENDIX A 
Page 2 

Schedule NO .. SU-1 

Susanville District Tariff Area 

GENERAL METERED SERVICE 

!-1eters may not be read for billin~s for the months of 
December. Januarv, Februarv. and March .. ~en ~eters are not read. 
bills will be based on an estimate of customer's use, to be 
adj usted to actual use based on the April meter readin~ .. 
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APPENDIX A 
Page 3 

Sched~le ~o. SU-~ 

PRIVATE FIRE ?ROTECTION 

APP!..ICABI!.I"!'Y 

Applicable to all wa:er service furnished for priva~e 

fire protection. 

!E'RR!'!ORY 

RA~S 

The City of Susanville and vieinity, Lasse~ County. 

Serviee C=.arge: 

For 
For 
For 
For 
Fo:-
For 
Fo: 

each 1-1/2-inch 
each 2-inch 
each 3-inch 
each ~-inch 
each 6-i-:lch 
each 8-ine.h 
each 10-i=ch 

connection .... $ 
conn ec t ion ..... 
connection ••• 
connection ..... 
cor.nection .... 
connection ..... 
connectio-:l .... 

?er ~on-=h. 

7.50 
10.50 
15.80 
21 .00 
'31 .50 
42.00 
52.00 

From 
8/01/83 After 
7/'31/85 7/'31/85 

$10.20 $ 9.20 
14.50 12.80 
21 .50 19.'30 
29.00 25.70 
43 .. 00 39.00 
57.00 51 ~40 
71 .00 63.60 

SPECIAL CONDITION 

1.. !he fi:-e ?rotection service connection will be 
installed by the utility at the cost of the a~,lieant. 

2. If a dist:-ib~tion ~ain of ade~ua:e size to serve a 
?:-ivate fire ?roeec:ion sysee:n in addition to all other 
no~al service does not exist in the street or all~y 
adjaeent to the p:-emises to be served, then a service 
~ain fro~ the nea:-est existing main of ade~uate capacity 
will be installed by t~e utili:y at the cost of the 
applicant. S~ch cos: shall not be s~bject to refund. 
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APPENDIX A 
Pa~e 4 

Schedule No. SU-4 

Susanville District Tariff Area 

PRIVATE FIRE PROTECTION 

3. Service hereunder is for private fire protection systems 
to Which no connections for other than fire protection 
purposes are allowed and which are re~ularly inspected by 
the underwriters having jurisdiction, are installed 
according to specifications of the utilitiv. and are 
~aintained to the satisfaction of the uti ity. The 
utility may install the standard detector-type meter 

. a?proved by the Board of Fire Underwri ters for protect ion 
against theft, leaka~e, or waste of water. 

4. ~or water delivered for other than fire protection 
purposes, charges will be made under Schedule No. SU-1. 

5. The utility will supply only such water at such ~ressure 
a.s ~ av be ava i lab le frO'll time to :: i!ne as a result of its 
nornai operation of the systen • 

. (End of Append ix A) 
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APPENDIX B 

NOT ICE --.------
S32.300 of the recent rate increase granted to CP ~ational's 

Susanville Water District was made necessary by changes in tax laws 

proposed by the President and passed by Congress last year. This 

was the Economic Recovery Tax Act of 1981. A~on~ its provisions 

was a reQuirement that utility ratepayers be char~ed for certain 

corporate taxes even though the utility does not have to pay them. 

!his results frem the way utilities may treat tax savin~s fron 

ci~?reciation on their plan: and eQuipment. The savings can no 

tt longer be credited to the ratepayer, but must be left with the 

c~pany and its shareholders. 

For a more detailed ~?lanation of this tax change, send a st.:tnped 

self-addresscO envelope to: 

Consumer Affairs Branch 
Public Utilities Commission 
350 McAllister Street 
San Francisco, CA 94102 

<End of Append ix B) 
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APPENDIX C 

Adopted Ad; ustments 
(Dollars in rnousands) 

Distribution 

P-::csent Rates 5380.7 
Adopted Rates 698.3 

Inc:oease 317.6 

Au:horized Rates 5698.3 

Adopted Rates 698.3 

Increase 

.J.J..§1 

(127.3) 

(83.47.) 

1983 and 1984 

75.6)j 

5380.7 

571 .0 

190.3 (50.0~O 

5571 .0 

773.9 

202.9 (35.5%) 

]j Annual Payment (A) • Deferred Amt. (?) x Capital ~ecovery 
Factor 

A P x i ( 1 ... i) n -
(1 -+ i)n _ , 

where: i· 12.267., return on rate base 
P - $127.3, deferred anount 
n - 2, no. of years. 

and: 

A - 575.6 

(End of Append ix C) 
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APPENDIX D 
Page 1 

Adopted Ouantities 

1. Water Production 

Wells 
S1.1rface 

Total 

2. Purchased Power 

Rates, Supplier - CP National 
kWh 

Cost (0 1-1-82 rates) 
Average Cost 

3. Ad Valorem Taxes 

Tax Rates 

4. Net-to-Gross ~1ultiplier 

5. ~\,t'nber of S·ervices 

'Meter Size 

5/8" x 3/4" 
1 " 

1-1/2" 
2" 
3" 
4" 
6" 

Total 

6. Metered Water Sales 

Block 1 
Block 2 

Total 

Services 

2,440 
111 
24 

101 
4 
3 
6 

2,689 

Range 

0-3 
> 3 

1982 -
167.3 Kccf 
975.4 

1, 1~.7 

0.3437 kWh/Ccf 
392,746 kWh 

S 36,000 
SO.09166/kWh 

S 19,500 

4.7 })33% 

2.05964 

Usage - Ccf 

169,490 
630.410 
799,900 
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APPENDIX D 
Page 2 

Adopted Ouantities 

,. Water Production 

Canmercial 
I nd us tt' i al 
Public Authority 

Unaccounted for 
Water (a 30% 

No. of Services 

2,675 
5 
9 

2,689 

Total Water Production 

Usage-KCcf 

748.1 
, 3.5 
38.3 

799.9 

342.8 

, ,142.7 
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APPENDIX D 
Page 3 

CP National Corporation 
Susanville Water Department 

Income Tax Calculations 

Operatin~ Revenues 

Ex':)enses 

O&M, A&G. and Taxes Other than Income 

Deductions 

A:nortization of Lim ieed Term Plant 
Interest Expenses 
Cost of Removal 
Payroll Taxes Capitalized 

Subtotal Deductions 

Tax Depreciation 

State Taxable Income 

CCF'I' @ 9.61. 

F~deral Taxable Income 

FIT ~ 461. 

Graduated Tax Adjustment 

Invesonent Tax Credit 

Net FIT 

(End of Appendix D) 

1982 
Adopted Rates 

CCFT FIT -
$698.3 $698.3 

371 .~ 371 .8 

10.3 10.3 
87.5 87 .. 5 

1 .8 1 .8 
1 • 1 1 • , 

100 .. 7 100.7 

64.7 57.2 

161 .. 1 

$ , 5.5 15.5 

153.1 

$ 70.4 

(0.3) 

-0-

$ 70.1 
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an inc~ease 0: S31i ,600 (83.~:) ~~ 1982. By applying this g~ice- . 

line, ~e ~~ll gran: a 5190,300 increase in 1982 and ce:er $127,300 

re~urn on race base, anc auchorize ~~ i~c~ease 0: 575,600 as a step 

~ate increase on A~gus: 1. j983. The c31cula:ions showing these 

575,600 on August'. 1985 at '~ich :i~e the deferred amount and 
~ =elaced carrying cha~=ges ~ave ~een azortized. 

Tax Initiative Acco~~t 
. :::.e tax initiative balanCing 

acco~t ~n t~e Susanville water District as of Deceeber 31, 1980 is 

SS 383 •• . , 1 .. . .. S . .t.l '\0. • • .. we • ..r.... a::lort:.ze ::l~S amou..'"lt over an I -oonc.:'l ?er .. O\.i, so t!.at 

custooers get credit :or the overcollection. 
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