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PUBIJC tr1'ILI~ID3 Cffii'U~ION Oi' THE STATE OP CALIF\'RNlA 

Cow for o/ RE3OImION NO. V-,,20 . 7 Orig. and ¢<>py 
to. R<ecutlve Director ---- iN AWAnOO & OOMPLIANCE DMSlOO 

lRANCH/sroTI(A~: Water Utilities 
DATE: June 25. 1~ 

Director 
---- NOOlerlcal Fila 

Alphabetical File 
---- Accountir'18 Offi~r 

RESOLUT!ON 

GmHm YATm Rt>RXS, mo. (mN). ORDrn AU'lIDRIZING 
A GElffit.\L RATE mCREASE mooocoo $10.660 00 29.4~ 
ADDITIONAL ANNUAL J{fNThlJE. 

(Th"'ll, by draft advice letter received by the Water Utilities Branch (Branch) on 
October 31, 1%, and revised on December 20, 1%, requested authority Wlder 
Section VI of General Order 96-A end Section 454 of the Public utilities Code 
to inCrease rates for water service to produce add I tional f!}'OOS annual revenue 
of $10,562 or 30.~ in 1996 and an attrition allowance of $1,005 or 4.o2j; in 
1 WI. GlN estimates that 1936 grOss revenue of $34,}70 at present rates wollld 
increase to $44.932 at proposed rates and to $46, m in 1937. This would 
result in a rate of return on rate base of 11.5~ for bOth years. GWil currently 
serves about 20 metered and 268 flat rAte custaoors in Gerber, Tehama County. 

The present rates have been in effect since January 1, 1934. pursuant to 
Decision (D.) 8}-(6-(Yj5, dated Atlg\lSt 17, 1~3J which authorized a general rate 
increase. -

'Ihe Branch made en independent analysis ofG"rlit' s St.ll'.lMry of earningJ 0 Appendix 
A shOirS GW's and the Branch's est~tes of the s\lIlill8.rY of earnillgJ at present. 
requested and adoprei rates. Appendix A shd.is differences in operating 
revenues. operating expenses and rate base. 

The Branch's estimate of operating revenue at current and proposed rates is 
hiE11er than a:ww's. 'Ihe difference in the estimates is due to different 
estimates of flat rate custaners and \liater ooosl.lllption for metered custaoors. 
1110 Branch IS estimte of operating revenue 1a higher than G\iV1 s becauSe OW 
inadvertently underStated 1 ts n\Eloor of flat rate customers. For metered. 
revenue. mr.t based its estimates on the 1984 recorded oonst.lnption Yhl~e ~e 
Branch used the average vater consumption for the recorded period 1963-1%. 
GYWI s recorded vater sales for metered cuatanera have fluctuated in the last 
several. years and 1934 vas recorded as a low USe year. The Branch believes 
that the use of three years of data provides a broader base for more reliable 
estimates. 
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111e dlfference-a in estimates of operatil18 eXpenses are in plrch.e.sed {lOver and 
dep~iation expense. 

ite dIfference in the estimates of pll'chased ~'er results from the Branchia 
\tOO of the 1at~t pO'II-er rates effeotive January 1. 1996. wich are hisher than 
the rates in effeot ..men G'A"1l preteted U·s estimte. 

i'he Branch's estimate of depreoiation expense for the test year 10 lover than 
OW's ana is due to the Branoh exoludil'l8 frOm its estimate ce-rta.1n planned 
additions in plant explained belw. 

The difference in the estimate of rate base is due to the differences in plant. 
depreciation reserve and working cash. 

The difference in plant estimates is due to the Branch's exclusion of $5.50) 
fro:D its estimate for plant additions (mostly mainS) prop:>Sed by GW to improve 
its Bystem. 'Ihe need for the improvements ... ·ere not adequately detailed in ffiI'W 
workpapers nor explained UJX>l1 questioning by the l3tanoh. ihe propOSed. plant 
adclitlons are not related to any California Dep:u-tment of Health services 
(oos) orders to improve w.ter quality, or Coomission orders t6 improve 
service. According to DRS there are no water quality problell6; and based on 
its review, the Branch concludes that the existing water service ia 
satisfactory. Dle Branch recoomends against any amount in rates for GW'Ji's 
proposal at this time and notes that there are adequate provisiOns (e.g. advice 
letter offsets) in the Coomiasion's rate-making processes to allw (JlN to 
recover in rates the reaoorable costs of service improvauents wich can be 
justified. 

'me Branch's estimate of depreciation reserve is lower than m.~'s. ~ls 
results from the Branch's lower estimate of plant as noted aoove. 

The Branoh's estimate of workill8 cash is hi@1er than o."'I/I S • ~is ia due to the 
differences in estimates of operatlng revenues and operating expenses. 

GW requests a Mlte of return of 11. 5!€ on rate tese for the test year 1986 and 
an operational attrition aUownce for 1 m sufficient to maintain that rAte of 
return. ~e requested rate of return is above the rate of return range (10."1~ 
to 11 .m) reOOOJnended by the Finailcial Branch of the }Naluation and. Compliance 
DivisiOn for small wat.er utili ties. ~e Branch reoomnends the midpoint rate of 
return of 11.~ for GW and believes this amount is reasonable. 

'lbe operational a.ttrition allO'fi'BllOO is in the fonn of a step rate increase and 
is to compensate GWif for the antiCipated drop in the return on rate base 
betlr-een,the years 1986 and 1m due to b'lflatioo-aensitive operating expenses 

. rislilg faster than operating revenues. '!he attrl tion 8ll.owance needed to 
maintain the Branch's reooo:meooed 11~ return on rate base is mioor (lass than 
1~). ~e Branch attrirutes this l6v attritiOn to current lOOderate trends in 
inflation and the growth in GWW's cust<Xners. ibis customer grOYth allow for 
increased. econOOlies of scale ,.mich offset the inflation related attri ti6n. Dle 
to the negligible amc)1mt of attrition. the Branch believes thSt no attrition 
allowance should be authorized. -: , 

- . 
GWW ...a.s informed ~t the Branch's differing views of revenues. inpenses, rate 
base. and rate of returil and accepts the Branch' s estimates. 
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(N'i IMllea a notice'regardlng the proposed rate inor~e to each oust<oer on 
JM1lary 1. 1966. No protest letters were received by the Branch. 

GiiW'8 ~ter supply is obtained fr(Q three deep .. "Olls. tvo of vhich are 
currently in use and the other used as a standby for emergency purpooea. 
Acoordll'l8 to DRS, the water system has ample vater supply and therefore, a 
vater oonservation progtM i8 n6t needed. 

At hMch recomnended rates, monthly billa for a typical :f'lQt rate cust6mer 
vlth a residential lot 6f 7,m 8ql18J"6 feet Or less \lill increase fr(iB $9.5Q to 
$12.30 which i8 29.4~. OO's rates for metered castaners confonn ~ the 
O::mnission's model rate etruoture of a service charge, it. 3CO cubio foot first 
block and an inverted tail blOCk. Monthly billa fOr an average metered 
customer vill increase from $13.70 to $'7.85 vhich is 30.1~. A hif?}ler 
percentage increase (38.1!t) 'WaS s,9tJIE1led to the metered. rates service charge in 
reOO€>lltlon of' the higher fixed cost of provldlJ'18 metered service. A 
cOOiparison of present am reoom:nended rates is sh6'wn in Appeooix C. 

'lhe Branch rec<mnends that the Coumisslon authorize an increase Of $tO,660 or 
29.4~ in 1936 • ..mich wllld inorease the estimated annual gross revenue of 
$36,255 at present rates to $46,915 at rCOOrrmended rates contained in Appendix 
B. 1his increase will provide an 11.~ rate of return on rate base. The 
Branch re6<>:mends no operational attrition all&wance for 1991. 

The Com:nission's opinion, after investigation by the Branch, is that= 

a. i'he Branch' 8 reocmnended stmnarf of earnings (attached sa Appendix A) is 
reasonable and. should be adopted. 

b. 'The rates re<xmnended by the &a.nch (attached as Appendix B) are reasonable 
and should be authOrized. 

c. The quantitIes (attached as Appendix D) used to develop the Branch's 
recom:nended SlIII!lY:U"y of earn~ should be adOpted. 

d. No operational attrition allCNru'lCe should be allowed for 1~. 

The OooInieslon finds that the increased rates hereby authorized are justified 
and that the present rates are, for the future, unjust and unreasonable. 

IT IS Jill30LVED that: 

1. Authority is granted under Seotion 454 of the Publio Utilities Code 
for Geroor Vater WorkS to file an advice letter incorpOrating the &mnary of 
lRmill&3 and revised rate schedules attached to this resolution as, Appendices A 
end B, respootively, and to cancel the presently effe6tive rate Schedtlles Noe. 
1 and 2. Slch filing shall COmply vith General Order 96-A. 

2. The effective date of 'the revised rate 8chedtlles shall be the date 6f 
filing. 
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r. .... - ,. This resolution Is etfootivo tOO~. 

I cer~if1 that this r~olut1Oi\ vas adopted by th~ Publio UtlHtiea CocDleslon 
at its regular meeting on Juno 25. '936. The tollO'dng Comlssl~era approved 
itl 

DONALD VIAL 
President 

VIC'fOR CALVO 
PRISCILLA C. GREW 
FREDERICK R. OUDA 
STA~LEY w. HULETT 

Comnissioners 



• APPllIDIX A 

Gerber \ta~r Yorks t Ino. 

&Jl'!lI.ARY OF FARNIIDS 
(Thtimated Year 1%) 

Vater Utili ties : • : a : • 
I : U\l11 ty lBtlmated .1 . Branch lBtimatOO .t . : 
: : Present : FroposM : Present : Prop<)Sed , Adopted I 

ItEm : Rates : RatetJ I Rates : R~tes • Fates I • 
Qperating Revenues 

Flat $31.® $40,652 $32.855 $43.675 $42,485 
¥.ewred 31200 4 1200 31400 4 1497 . 414:!O 

Total Revenues 34.370 44,932 36,2$5 48,172 46,915 

Qperati~ Expenses 
Purchased PO'ier 8,110 8.110 10,730 10,730 10.m 
Payroll 16.595 16.595 16.595 16,595 16,595 
Materials 1.035 1,035 1,035 1,035 1,OJ5 
Contraot York , ,200 1,200 1.200 1,200 I,W 
Office &1pplies 2,600 2,600 2.600 2.600 2.600 
Insurance 2.660 2,660 2,660 2.660 2,660 
Accounting & I.eF)ll 1,240 '.240 1.240 1,240 1,240 

• General E:.qlense 1,005 1,005 1.005 1,005 1.005 
Vehicle Rq:lense 930 930 930 930 930 
Office Rent 600 600 600 600 (h) 

Subtotal '51,015 37,0I!) 39,635 39.6}5 39,63$ 

Depreciation EXpense 1,260 1,260 1,170 1.110 1,170 
Pro~rty TaXes 1,560 1,560 1.560 1,560 ',560 
Payroll TaXes 1,020 1,020 1,020 1,020 1,020 
Income Taxes 2CO 200 200 200 200 

Total Deductions 41,055 41,055 43,585 43,585 43.585 

Net Revenlle (6,685) 3.m (7.330) 4.58'7 3,}30 

Rate fuse 
Average Plant 55.740 55,740 51,8tO 51,810 51.810 
Aver~e Depr_ Reserve 24.140 24.140 23.340 23.340 23.340 
Nl3t Plant 31,600 31,60.) 28,470 28,470 28.470 
I.eas: Advances 0 0 0 0 0 

Contributions 0 0 0 0 0 
_ Plus: Vorking Cash 1,600 , .6(X) 1,8» 1,a:x> I,OOl 

JoBt'l. & SuW- 0 0 0 0 0 
Rate B:l.se }}.20) }3,2(X) . 30,270 30.270 30.270 

Rate of Return loas 11.5~ loss 15.~ 11 .(J/> 
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APPNIDIX B 
~1 

Schedule No. t 

Ollif}lM.. Mm'mID smYlCE 
'""'I(~ 

APPLICABILITY 

Applicable w all metered service. 

~ffiRIi.'ORY 
. 

Gerber and vioinity. Tehama fuunty. 

RImS 

Per ).'.eter 
Per funth 

&3rvice Charge: 

~r 5/8 x 3/4-inch meter •••••••••••••••••••••••• $ 5.25 
Fbr 3/4-inch meter •••••••••••••••••••••••• 5.00 
For I-inch meter •••••••••••••••••••••••• 7.~ 
For 1-1/2-inch meter •••••••••••••••••••••••• 10.50 
For 2-inCh meter •••••••••••••••••••••••• 14.20 

~tity Rates: 

l'irst 3(X> cu.ft •• per 100 cu.ft ••••••••••••••••• 0.60 
(Ner ?IX) cuSt •• per 100 cu.ft ••••••••••••••••• 0.90 

The Service {barge is a re:adiness-to-serve charge. lffiich 
is applicable to all metered service and to which is to be 
added the monthly charge cmputed at the Quantity Rates • 

(1) 
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Tne Branch has sent letters t-6 the retired cus\ocr.et'and VCSD explnlning its . 
f'eOO!TlT'--endatloos in this natter. ~e let.ters also st-ate tha~ NO .. ill receivo ,./ 
no profit frOOl this offset ioorease because it vill only alloy r,.'c to reoover 
in rates, on a dollar-for-<lollar basis. expense incre~s over which it has no 
contl'ol. 

Service is ss.tisfeotory. 'mere are no Co3nission orders requiring system 
improvement, nor are t~ere significant service problems requiring corrective 
action. 

The table 0010'11 shoft"S typical bills for residential customers at various usage 
levels at present ruld proposed rates: 

General Yetered Service (5/8 x 3/4-inOh ceters) 

Pl'esent Rates 
S11.38 

18.48 
28.64 
38.78 
48.94 
59.00 

Pro~ Rates 
1:69 
19.51 
30.68 

,,- 41.85 
53.02 
64.19 

Percent Increase 
2.1 
5.6 
7.1 
7.9 
8.3 
8.6 

Aft.er investigation by the Branch, the Q)r.l1issioo finds that the requested rate 
increase is reMOO9.ble, and to the extent provided by the follO'ling ~olution 
is justified. IWC is directed to maint.ain its balancing account as required by 
Public Utilities Code Section 792.5. 

THE ~ISSION FnlOO that the increased rates hereby authorized are justified. 
and th-:tt the present rates are for the future. lmjtlst and. unre.asonable. 

IT IS IUroLYED that Park Wat.er Company, Vandenberg Water Division, is 
&'.lthorized, on the effective date herein, to make effective revised &hedules 
Nos. VN-t, and VN-},\f attached to Advice letter No. 1:55 and to cancel the 
presently effective rate schedules for 'n-awr service. 

Tnis resolution is effective tolay. 

I certify that this Resolution was adopted by the Public Utilities Commission 
at its regLllar meeting on AugllSt 6, 14)36. 'Ihe follo',nng ~issioners approved 
it: 

oONALD VlA.L 
President 

V}CTOR CALVO 
PR\SCtlLA C. GREW 
FREOERICK R. .~UOA 
STANLEY W _ hULETT 

commIssioners 


