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PUBLIC UTILITIES COMHISSION Of THE STATE or CALIfORNIA 

RESOLUTION NO. 'tl-3309 
Orig. and (X\PY 

CoPYj: 
____ . to Execut.i ve Director EVAI.UATlON & CWJ>LIANCE DIVISION 

BRANCH/SECTION: Water Utilities 
DATE: April t6. t986 

Director 
--- Ntlnerical fi It: 

. Alphabet;leal File 
----: Accounting Officer 

RESOLUTION ----------
JOHNSON PARK WATER WORKS (JPtl). ORDER AUTHORIZING 
A GENERAL ~ATE INCREASE PRODUCING $15.~02 OR 39.~1~ 
ADDITIONAL ANNUAL REVENUE. 

JP'rl. by draft advice letter furnished to the Water Utilities Branch (Branch) on 
October 24, 1985. requested authority under Section VI of General ~der 96-A 
and Section 45q of the PUblic Utilities Code to increase rates for water 
service by $34,982 or 89.66". JPI'l estimates that 1985 gross revenue of $39,018 
at present rates would increase to $1Q,000 at proposed rates and ~uld produce 
a rate of return of 'lJ.08J on rate base. JPtf currently serves about 330 
metered customers in the vicinity of Johnson Park Subdivsion. Shasta County. 

The present rates have been in effect since february 1, 1979 pursuant to 
Resolution W-2470. dated January 16, 1979 which authorized a general rate 
increase. 

-
The &anch made an independent analysis of JP'{'s surtnary of earnings. Appendix 
A shows JP,f's and the Branch's estimates of summary of earnings at present. 
requested and adopted rates. Appendix A also shows differences in operating 
expenses and rate base. 

The differences in estimates of operating expenses are in purchased power, 
insurance, general expense and vehicle expense. 

The Eranch's estimate of purchased power is lower than JpfttS due to the 
Branch's use of poi.'er rates effective January', 1986 which are lO\o.'er than the 
rates in effect when JP'..t prepared its estimate. 

The &-anch's estimate of insurance is higher than JPtf's. The difference is due 
to JPI'l inadvertently including the insurance expense in its general expense 
estimate. 

The Branch's estLmate"of general expense is lower than Jpft1s. The difference 
is due to JPW including insurance expense and property taxes in its general 
expense estimate. The Branch reclassified these expenses to their proper 
acoounts. 
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JP~'s vehicle expense estimate Is $2.660 versus the Branch's estimate of 
$1.710. J~ft estimated an annual rotleage use of 15.000 rol1es while the Branch 
estimated 160 miles per week or approximately SJ3~O miles annually. The 
Branch's estimate is based cn the size of the service area, approximately four 
square [!lUes and the proximity of the nearest available materials and supply 
sources, which are about 60 roiles away. The &'aoch used a mileage allowance of 
$0.205 per mile. This allowance provides for all operating and maintenance 
expenses at present day oost.s. It 15 the s~ rate allowed by the Int~rnal 
Revenue Service and for ratemaklng is wnsldered by the &-anch to be reasonable 
in this C3se. JPW did not provide a detailed breakd0wn of its mileage or 
expense estimate. 

The difference In the rate base 15 due to the difference in working cash 
est.imates. The Branch's estimate of working cash is mUch higher than IN's and 
is based on the Commission's Star~ard Practice U-16, Determination of WOrking 
Cash Allo~ance. JP'tl provided 00 workpapers to support its estimate, \olhich does 
not. reflect the proper level for ratemaking. 

JPd's sll1lll<3ry of earnings submitted with its rate increase request shows a rate 
of return on rate base of Q3.08J. This is ~~ll above the rate of return range 
(10. 75~ to 11.25~) reCOOTl'lended by the Financial Branch of the Evaluat.ion and 
C«npliance Division for snall water utilities. The &'anch recoomeoos the 
midpoint rate of return of 11.0J for J~d and believes this amount is 
reasonable. 

JP~ was inforrred about the &-anchts differing views of expenses, rate base 
and rat.e of return and has stated that it accepts the Branch1s est.imates. 

A notice of the proposed increase was mailed to each customer on October 28, 
1985. The notice contained an arithmetical error which indicat.ed a 100J 
increase. A total of six letters and a petition with 11 signat.ures ~~re 
received in response. Q-te custooer supported the increase, foor letters and 
the petition protested the magnitude of the increase and one oomplained about 
inadequate ptessure during the sumrr~r daytime hours. 

A field investigation of JP~IS system was made on October 8, 1985 by a member 
of the Branch. At that time, water pressure throughout the system including at 
the residence of the customer c<Xrplaining of' low pressure, lias within the range 
prescribed by the Commission's General Order 103, Rules Governing Water 
Service. The ITanch ooncludes that service is satisfact.ory. There are no 
outstanding Commission orders requiring system improvements. 

The &'anch has drafted a letter of reply to the customers who wrote about this 
rate increase. It explains the COrr~ission's action and will be mailed after 
the resolution is signed. The draft let.ter is attached as Appendix E. 

JP..,·s present rates consist of a service charge and one quantity rate. The 
quantity rate block has been converted to two blocks cOnsistent with current 
COmmission model rate structure with a 300-cubic feet first block ar~ inverted 
r ate for oonsunptton aoove that. amount. At. the IT anch t 5 recOC!l1lended rates, 
typical residential customer will see an increase in the monthly bill from 
$9.69 to $13. 110. Appendix C shows a corrparison of the present and the 
Branch's ree<xrTDended rat.es. 
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The Br~nch reoomroends that the ~lssion au~rize an iO¢rease of $15.~02 or 
39.~1J Which would increase estimated annual revenue from $39.018 at present 
rates to ~511."20 at reCl.."I(!JneMed rates oontained in AppendIx B. 

The ~ission's opinion, after investigation by the Water Utilities Branch Is 
that: 

a. TIle (taI\¢h's rec<mnended sUllllary of earnings (Appendix A) is 
reasonable and should be adopted. 

b. The rat.es recoomended by the Branch (Appeildix B) are reasonable 
and should be au~rlzed. 

o. The quanUties (Appendix D) used to develop the (ranch's 
reoomnendation are reasonable and shouid be adopted. 

THE CQI,HISSION FINDS that the increased rates hereby aut.horized are justified 
and that the present rates are. for the future. unjust and unreas')oable. 

IT IS RESOLVED that: 

1. Authority is granted under Publio Utilities Code Section 115ft for Johnson 
rark Water Works to file an advioe letter incorporating the Stmnary of Earnings 
and revised rate schedule attached to this resolution as Appendices A and B. 
respectively, and concurrently to cancel the presently effective rate Schedule 
No.1. Such filing shall cOrr~ly with Genefai Order 96-A. 

2. The effective date of the revised rate schedule shall be the date of 
fiUng. 

3. This resolution is effective today. 

I certify that this resolution was adopted by the Public Utilities ~mission 
at its regular meeting on April 16. 1986. The following Commissioners approved 

• n 'J\t>..\.. ~det\\ Executive Ditectot. . .. 
()l-\~\...Y ~(es 

U C~\..\JO ~~~ 
'J\c;t().(\ V- C· G O\)~p.. 
{If<\S()..\"f<.r:Jl.. ~:ss\O{.elS 
f\\~O'e co{{\rt\\ 
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APPENDIX It. 

• JOONSON PARK WATER ,","OI«S 

Slt-n-'.AR'i Of EARNINGS 
(Estimated Year 1986) 

utIlIty ~Elmatea : Brancn l:stlm'ate<J • • 
:Piesent Requested: Present Requested: • . 

Item : Rates Rates Rates Rates :Adopted: 

Operating Revenue $39,018 $1Q,OOO $39.018 $1Q,OOO $5lJ,1l20 

Operating Expenses 
Purchased Power 9,6111 9,67lj 9,100 9,100 9. lOG 
Materials 2,1184 2,464 2.IlSlJ 2,lj84 2.lJSII 
Management Salary 20.000 . 20,000 20,000 20,000 20,000 
Office SUpplies 1,822 1.822 1,822 1,822 ',822 
Insurance 0 0 2,230 2,230 2.230 
Accounting & Legal 185 185 785 785 785 
General Expense 5.205 5,205 ',560 1,560 1,560 
Vehicle Expense 2,660 2,660 ',710 1,710 1,110' 

Total q:.er. Expenses $&2,630 $&2,630 $39,691 $39,691 $39,t91 

• Depreciation 5,880 5,880 5,880 5,880 5,880 
Propert.y Taxes 1,1119 1,1119 1,419 1,419 1,419 
Income Taxes 0 0 0 5,910 730 

Total Deductions $Q9,929 $49.929 $46,990 $52,960 $~1 ,120 

Net Operating Revenue 00,911) 2lj,011 (1,912) 21,040 6.100 

Rate Base 
Average Plant 159,110 159,710 159,110 159,710 159.110 
Avg. Depreciation Res. 101.300 101,300 101,300 101,300 101,300 
Net. Plant 52,1110 52,1110 52,11 10 52,IJI0 52,1110 
Less: Mvances - 0 0 0 0 0 

Contributions 0 0 0 0 0 
Plus: Working Cash 800 800 5,860 5,860 5,860 

Mat'ls & Supply 2,660 2,660 2,660 2,660 2,660 

Rate Base 55,870 55,810 60,930 60,930 60,930 

Rate of Return Loss 113.08'; Loss 34.53'; 11.001 

(Red Figures) 
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APPLIC~Il.1TY 

APPENDIX B 

Schedule No. 1 

METERED SERVICE 

Applicable ~ all metered water service. 

TERRITORY 

Johnson Park and vicinity, Slasta County. 

RATES 

Service Olarge 

for 5/8 x 314-inch meter • •• l1li •• , ••••••••••••• 

for 314-inch meter · ..... " ............ . 
for 1-ioch meter • ••••••••••••••••••• 
for 1-1/2-inch meter • •••••• l1li •••••••••••• 

for 2-inch meter • III •••••••••• l1li •••••• " 

Qjantity Rates 

First. 300 cu.ft., per 100 cu.ft ••••••••••••• 
Over 300 cu.ft., per 100 cu.ft ••••••••••••• 

$, 11.65 
5.60 
1.10 

10.50 
13.95 

0.119 
0.56 

The Service Charge is a readiness-to-serve charge Which is 
applicable to all metered service and to which is to be added 
the monthly charge computed at the Quant.ity Rates. 

(I) 
I 
I 
I 
I 
I 
I 

(I) 

(I) 
(1) 
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APPENDIX ~ - _. 

CQf~ARlSON Of RATES 

A comparison of present and Branch's reoornroended rates for metered service is 
shown below: 

":ETERED SERVICE 

Service Olarge: 

for 5/8 x 314-ioch meter 
for 3/4-inch meter 
for 1-inch meter 
for 1-1I2-inch meter 
for 2-inch meter 

QJant.ity Rates: 

• ,. • I .............. I ••• 

• ............ I ........ . · ...... ,. ............... . 
• •••••• II ......... Ii ..... . · ................... . 

Per ~bter Per }bnth 
pr'esent. ReC<lfilnetxle<i' 

Rates Rates 

$ 3.35 
4.00 
5.50 
1.50 

10.00 

$ 4.65 
5.60 
7.70 

10.50 
13.95 

Each 100 cu. ft. • •••••••••••••••••••••••••••• 
first 300 cu.ft., per 100 cu.ft ••••••••••••• 
Over 300 cu.ft •• per 100 cu. ft ••••••••••••• 

0.396 
0.49 
0.56 

A monthly bill comparison for a 5/8 x 3/4-inch meter is shown below: 

Usage Present Recorrroended Amount Percent 
100 cu.ft. Bills Bills Increase Increase 

0 $ 3.35 $ It.65 $ 1.30 38.81 
3 1I.51t 6.12 1.58 34.80 

10 1.31 10.01t 2.13 31.35 
15 9.29 12.81l 3.55 38.21 
16 (Avg.) 9.69 13.110 3.11 38.29 
20 11.21 15.6ft 4.31 38.78 
50 23.15 -32.44 9.29 40.13 

100 '-12.95 60.411 11.119 40.72 
150 62.75 88.44 25.69 1l0.9li 
200 82.55 116.114 33.89 ft1.05 
300 122.15 172.44 50.29 41.11 
1400 161. 75 228.4Q 66.69 41.23 
500 201.35 2SIt.Q4 83.09 111.27 
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APPENDIX D 
Page 1 

AOOPn:D QuANTITIES 
(1986 Test Yia~ 

N,~Tle of Company: Johnson Park Water Works 

Net-t¢~oss Multiplier: 
Federal Tax Rates: 
State Tax Rate: 
Local Franchise Tax Rate: 
Business License: 
Uncollectible Rates: 

Expenses Test Year 1986 

1. Purchased Power: 
Pacific Gas and Electric 

Total Cost ($) 
Rate Schedule 
Effective Date 
k;''h: 
$Ik;''h 

2. Purchased Water: 

3. Punp Tax-Replenishnent. Tax! 

~. Payroll and Employee Benefits: 
P~nagement Salary 

S. Ad Valcrem Taxes: 
Tax Rate 
Assessed Value 

Service COnnecticns 

1. }I.eter Si ze 
5/8 x 3/1i" 

3/lill 
111 

1-1I~1 
21 

••••• I- ••• I- • I- ••• I- • I- I- • I- I- I-

I- I- I- I- I- I- I- • I- I- • I- I- I- I- .. I- •• I- •• ,. 

• I- I- I- I- I- • I- • I- ... I- I- I- .. I- ••• I- I- I-

I- I- I- I- I- I- I- • I- I- I- I- • I- I- I- I- I- • I- I- I- I-

I- I- I- I- I- ••• I- I- • I- I- ••• I- • I- • I- • , 

Total 

1.20 
15~ 
~ 
o 
o 
o 

$ 9,100 
A-12 

111186 
105.880 
0.08589 

None 

None 

$20.000 

$1.419 
1.0542"J 

$134.604 

317 
It 
2 
7 
o m 

2. ¥.etered Water Sales Used to ~sign Rates: 

Block 1 
Block 2 

Total 

Range - ccr 

0-3 cof 
OVer 3 ccf 

1936 
Usage-:: ccr 

10,501 
53.9~1 
6fi, 45li 
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APPENDIX 0 
P<lge 2 

AOOrTED TAX CALCULATIONS 

Line 
~ Item 

1. Operating Revenues 

2. Operating Expenses 

3. Taxes Other Than Income 

4. Tax Depreciation 

5. Interest 

6. State Income Tax 

7. Sub-total ~duction 

8 State Taxable Income 

9. State Income Tax 

10 federal Table Income 

11. federal Income Tax 

12. Total Income Tax 

1986 
Adopted Rates 
~ FIT -

$51j.1I20 

39,691 39.691 

1.~19 1,li19 

5,880 5,880 

0 0 

80 

116,990 41,010 

7.430 

80 

7,350 

650 

80 730 

(END OF APPENDIX 0) 
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10 ALL PARTIES WHO HAVE WRITTEN 10 WE OOflISSION REGARDING THE REQUEST fOR A 
100J RATE INCREASE BY JOHNSON PARK WATER WORKS 

[)ear Cust.<xner: 

In ~tober 1985. Johnson Park Water lobrks ooUfied it.s cus~ts t.hat. it. was 
request.ing a 100J increase In wat.er rares. This noUc~ was in error. The 
actual increase sought. was 89.66~. After considering all facwrs presented, 
the Cclmlissieo has authorized an increase of 39.1&1~. for the t.ypical cust«ner 
this ~ll mean an increase in the monthly bill from $9.69 t.o $13.1&0. 

A noUce of the proposed rate increase was mailed to each customer on ~tober 
28, 1985. A total ef six let.ters and a petitieo with 11 signatures protesting 
the increase \I'ere received in response. Qle customer suppOrted the increase, 
four letters and the petition protested the magnitude of the increase and one 
co~plai~ed about inadequate pressure during the summer daytime hours. 

The COmmission is aware that the percentage increase granted is large. 
However, this utility has been operating at a loss for many years. The rate 
increase granted in 1919 was not sufficient to pay for the operating expenses 
at that time • 

• In establishing rates. the Coornission's role is t~fold. The rates to the 
ratepayer [lJJst be kept as 10..., as possible and. at the SClne time. set so as to 
cover operating expenses and provide a fair return on the utility's investmEnt 
in its water system. You may be assured that the utility's request was 
thoroughly revie~~d and evaluated by the COmmission staff before this change in 
rate was granted. 

• 

We appreciate your "riting to us. If you have any further questions, please 
contact Peter T. Liu at (~15) 557-0940. 

Very truly yours, 

WESLEY FRANKLIN, Olief 
Water Utilities Branch 


