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RE~QLU!!O!! 

TRI-PAIM ESTATE3 ('iPS). ORDlli AU'i'lmIZrnG A GrnmAL 
RATE INCREASE rnooocING ADDITIONAL ANWAL RE'IDWE 
OF $40,500 OR 3C/.· 

'l'PE, by draft advice letter furnished to the Vater Utili ties Branch (Bramh) 01 
December 2. 1%, requested authority under Section VI Qf General Order 96-A 
and Section 454 of the Public Utili ties Code to increase rates for sewr 
service by $79,938 or 62$. TPE estimates that the 19% gross revenues of 
$129,0'8 at present rates would increase to $2C6.956 at proposed rates. TIE 
serves aoout 1,499 cmtomers in the city of fuoosand Palms, Riverside 
County. 

The present rates have been in effect since August 19. 1976 pursuant to 
fucision 86124 which authorized a general rate increase. 

'ilie Ilranch made an independent analysis of 'iPE's Sl.H!Eary of earnings. Appendix 
A shO'W'S 'lPE's and Branch's estimates of the stll!i!l3.rY of earningJ at present, 
requested. and adopt.ed rates for test year 1%. 

. 
'Ihe differences in the estinates of operating expenses are in turchased pOwer. 
employee labor. management. administration, accounting and legal, contract 
work, insurance, and payroll taxes. 

The difference in the estiffiares of p.ll'chased Pl'a-er is due to the Branch's use 
of the mOst recent POWI' consl.f]lption data and the latest po·.er rates. 

TPE's se'a-er system is o:p3rated. in conjunction with Tri-Palm Es14tes Mobile Home 
lark (Park), o'a'l1ed by Great .... estern Properties, Inc. (developer). 'lhe 
employees working for the develo~r and the Park operate a real estate busi ness 
and o~l'ate and maint~n the se.-er. facilities, the II!Obile h«ne oomplex: 
inchliling the recreatlon center, rool and spa, and tne golf course. Since TPE 
does not record employee labor or administration. accounting and legal expenses 
separatelY for the seft"er utility, it developed a utility allocation factor of 
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12.1a.t bMed on the ratio of 1m se"''er revenue to total revenue for the mobne 
home park. 1\\0 Branch revie ... -ed fPE's factor and found it to be reasonable, bJt, 
differs from'l'PE in the method of ~ppl1catioo to determine s~ifio exp::Mes as 
e~laired belo .... 

'l'PE estimated employee labor exp:nses by applying the allocation factor to 
recorded 1985 mployee labor expense and adding \Qt for antioipated Wi!fJ 
increases ..mich have not. been granted. In doing so, TPE erred by leaving out. 
some of i ts e~ployees from the \ 9S5 recorded figures. 

'1'0 deteroine U.s matlaganent. administration, aocounting and legal e~(jse 
estimate of $49,467, '1'PE used $2.75 per month p::r cusWrner. TPE ackno..,1edgoo 
that the $2.75 figure Is arbitrary and unsupported. and the Branch oonsiders 

'. the resulting estimate to be excessive. 

Sincei'VE does not record its selt"er expenses separately, the Branch prepa.red. 
its estimates of labor, ~nt, administration, accounting and legtl 

·expenses by first adjusting the \% recorded total for those cate~ries to 
correct for the omission of e;nployees noted above, then applying the allocati01 
factor to detennlne the utility IQrtion ($}\ ,250). The Branch next separately 
detemined eJlployee 1aoor ($\2.810) and management and administration labor 
($\0,6\0) for the utility by estimating the nmber of hours per year each 
et:!1ployee spent on utility work and applying t9S5 hourly ....age rates, .-bich are 
still current. 'ilie Branch believes that the remainder (Sl.TIO) represent.s a 
reasonable amount for accounting and Ie@! expense for a oonpa1lY of TPE's 
size. 

fur contract work, TPZ estimated $11.892 while the Branch estimated $20,700 for 
the test year. 'l'PE sho.-ed a r(?Corded 1985 cost of $\6,266 for repairs and 
mainteMllce by contract work and increased it by tQt to estimaw their 1936 
test year expense. TPE did not include an estimate for cleaning se .. ~r mains on 
an annual lasis. 'me Branch reviell-ed the total invoices for contract york am 
found that the $16,266 could not be supported by vouchers. 'i'he vouchers 
revie.-ed could only support $1 \ ,700. To this the Branch added S9,<XX> which is 
the estimated annual cost of cleaning sewer mins as reC()(![Q€nded by the 
Riverside County fua1th ~p3.I'trnent (RCHD). 

Insurance expeme as estimated by TPE is $16,450.while the Branch's estimate 
is $6,450. A reviev of the in<>urance {Olicy disclosed that $10,0::0 in pI'eIDiuns 
.-as to cover the pool, golf course, and itans other than the se.-er utility. 

TPE estimated rnyroll taxes to be $1, t 40 while the Branch estimated $}.330 for 
t.he test year. TPE estimated payroll taxes on employee labor only. Tn~ Branch 
estimated {aYroll taxes using $12,870 for anployee labor plus the $10,610 
estimated for management salaries under the management, administration. 
accounting. and le~ expeme discussed earlier. 

TPE was informed of the Branch's differing vieW'S of expenses and has stated 
t.hat it aocept.s the Branch's estimates. 

TPE's stl!l!lB.ry of earnings submitted with its draft advice letter requests a 
rate of return of 1Qt on rate base. 'lhe Financial Branch of the Evaluation and 
Compliance DivisIon reviea'ed '1'PE' s capital structure and fotuld that a rate of 
return of lo,t is reasonable. _ 
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Ql April JO. ,~. ~PE submltted a 'Wi ann11Al repOrt oonslstl08 of a OOlanoe 
sheet and a Sur:naTy of earnif"1&3 for calendar year 1985. All the expeMe HeM 
shown QI'\ the Str~y of eamingJ are identical t<> the Branch's estimated 
expenses for trot year 1986. It is obvious that these amounts do not refiect 
reoorded eXpenses for , %. 

General Order No. 10i-A requires that every utility subject to the jurisdiction 
of the Ccmnisslon file an annual report of its operations in such form and 
oontent as the (:omission rn.a;J prescribe. Because TPE's business records and 
annual reports to the Conission have been for its canbined utility and non
utility op3rati()OS, neither 'l'PE nor the ComlSiJlon's Wat.er Branch "ere able to 
satisfactorily ascertain the level" of some recorded utility expenses. 'ihe 
Branch re~nds TPE be ordered to submit a corrected annual report for 1935-
and henceforth to maintain its accounting records and file its annual reports 
under Genetal Order No. 10\-A in such a D:1l"Iner as to. sho .... separately those 
arncunts llhich are associated with its utility operation. 

A notice of the proposeJ increase liaS mailed to each customer on January 10, 
1986. A total of 114 letters of protest vere received. All co:nplained about 
the magnitude of the rate increase. 'iYo letters complained about cockroaches 
and odors. 

An informal plblic lLeetil'lg chai red by Branch engineers .... as held in the Tti"'" 
Palms Thtates Recreation Cent.er Aulitorioo o,n %'.arch 10, 1$66. ene hundred 
t .. ~lve people attended the ~tlng and 14 customers made coments related to 
the high rate increase. lxld odors from se ... -er backups at certain locations, 3.'1d 
cockroaches fron the se'"er manholes. In addition, custooers complained of 
being denied an opportunity by the utility to review the accounting records and 
the advice letter submitted to the Corn iss ion. ilie Branch made a OOPY of TPE's 
submittal available to the hoceo~rs association for review. 

A representative 01 the state Regional Water Control Foard attended the p..1blic 
meeting and requested customers notify him of any future health-related 
problms such as l:aclrups t odors or insects. RCHD has recoornended that TPE 
implement a regular maintenance program of cleaning se.-er mains. TPE is aware 
of the problems cited and agrees that a program is advisable. '!he Branch has 
included the estimated coot of inspecting and cleaning mains in its estima.te of 
expenses and reoomends that '11'& be ordered to implement such a program. 

The Branch has drafted a letter of reply to all customers ..mo have witten to 
the Comission about this rate increase (Appendix F). It explains the 
Coomission's action and vill be aailed after this resolution is signed. 

A field investigation of TPE's system was roMe on February 28, 1% by two 
memberS of the Branch. Visible portions of the se"''er system were inspected, 
customers and company employees .. -ere intervie ... -ed, and methods of operation vere 
revie .. -ed. No odors or cockroaches vere detected during the field 
investigation. " 

The Branch's FCC?coended increase to TP&'s present. rates. is appr~xlmate).y 321> 
(overall system Increase percen~e) to each tariff serVIce. The monthlY blll 
for residential service will increase from $7.15 at present rates to $9.40 at 
proposed rates • 
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The Branch re()6m1'..elids that the Comission authorize an In¢rea'3e of $40.500 or 
3'l$. which wuld increase estimated annual revenue froo $129.0'~ at present 
rates to $'69

1
500 at the reOO:lF..ended rates contained in Appendix B. lhis 

increase prov des for a 1Qt rate of return on r-ate rose. 

'1he ('.omission's opinion, after investigation by the Branch is that, 

a. 'iheBrancli·s reoo.:rrnenaed S\.I!lm8l"y of earnings (Appendix A) is reasotJoBble 
and should be adopWd. 

b. 'ilia rates recomended by the Branch (Appendix B) are reasonable and 
should be authorized. 

c. 'ilie quantities (Appendix D) used to develop the Branch's 
reoournendations are reasonable and should be adopted.. 

d. TIE shOUld be required to calntain its accounting records and file its 
.annual repOrts to the Cocrmission plrs'.lant to General Order No. t04-A in 
such a manner 83 to show separately those amounts a...~ociated with its 
utility operation. 

e. 'ilie t % annual report filed by TFE should be rejected and TIE ordered 
to file a revised annual report for its utility operation. 

f. TIE should be required to implement a regular mainten.ru\Ce program of 
cleaning se ... -er mains and to report to the Comission on its progran 
annually for the next three years. 

-
IJ.HE <XX-MISSlOO FINDS that; the increased rates hereby authorized are justified 
and that the present rates are for the future, unjust and unreasonable. 

IT IS RWLVED that: 

1. Authority is granted under Public Utilities Code Section 454 for Tri-Palm 
Thtates to file an advice letter incorporating the sumnary of earningJ and 
revised schedules attached to this resolution as Appendices A and B, 
respectively, and concurrently to cancel the presently effective rate Schedul~ 
Nos. 1 and 2. Such filing shall comply with General Order 96-A. 

2. 'ilie effective date of the revised rate schedules shall be the date of 
filing. 

3. Tri-Palm futates shall henceforth rnaintain its a.ocOunting records and shall 
file its annual reports to the Oxr:mission JUrsuant to General Order No. tot-A 
in such a rro.nner as to shoil separately those amounts associated with its 
utility operation. 

4. <h or before August 31. 1%. Tri-Palm futates shall file a revised annual 
report reflecting the calendar year \985 recorded expenses for its utility 
o~ration. 

5. Tri-Palm futa"tes shall initiate a continuott9 se.-er maintenance schedule to 
consist of (a) inspection of all se ... -er mains at least annually. and (b) ciean 
out mains at l6cations of past blockages at intervals of not longer than six 
iDOllths. 
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6. Tri-Palm Dlt.ates shall submit to the Comission by Johrch , of 1937, 19:6. 
and 1989 a report f<)t the preceding WendtU' year shoving hov.l!llCh Rewer main 
vas inspooted and oleaned, the location of the mains inspected and cleaned. and 
the total coot of inspe<)tioo and cleaning. 

7, 'ibis resolution is effective tOO93· 

I certify that this resolution vas adopted by the Public Utilities COmmission 
at its regttlar meeting on July 16, 1986. 'Ihe following C<mnlssioners awro'led 
it: 

~1zI;;_
'\'" ,i .. 

, .' - '," , -. , --- -

• I 

VIC'roR' ~.; VEISllR ' ~ 
Executl~e'Director 

"f,' ',. 

,,. I ' . ' 
. ~ : 



APIDIDIX A 

• stOO(ARy OF FARNIIDS 
(futimated Year '936) 

t t utnity Ditloated a Branch lBtirnatOO· l • • 
:we8ent I Requested:---rfesent : Requested: • • 

• lte41 : lates • Ratw t ~tes : Raws :Moptedt • . 
OperatlngRevenue $129.018 $2a3,956 $129,0\8 $200,956 $169.500 

Operatin~ EXpenses 
l\lrchased Po-.:er 10,82} 10.82'3 11,100 11. '00 11.~ 
Thployee labor 1 t ,<:f:X) " ,000 12,870 12,fflO 12. 
}/.anagerr.ent J Admin. 

Acctg., & Legal 49.467 49.461 18.~ 18,38) 18.300 
Contract Work, 

Rerai rs & l-~int. 17,892 11,892 20,700 20.700 20700 
C-ol1ection. Exp3nse 1,12} 1,12J 1.12} 1,12J ': 12} 
Office &1pplies & &p. 2,8J5 2,8}5 2,8}5 2,8}5 2,8~ 
Insurance 16,450 16.450 6,450 6,450 6,4 
lIaterials & 3.lW1s. 4.252 4.252 4,252 4.252. 4.252 . 

Total R<penses $t\3,922 $U},m m,7CJl $n.7Cfl m.7'JJ 

• ~preoiation 2'.5~ 21,590 21.SSO 21.5W 21.59) 
Property 'fuXes 8'""~ 850 850 850 850 
Payroll Taxes 1.140 1.140 3.330 3.J30 3.>'> 
Income Taxes 0 2J,<xx> 5,896 3J.CJ19 17,4(0 

~otal Deductions $1}7,502 $160,502 $109,456 $137.5,9 $121.GQO 

Uet Revem\e (8.484) 48,454 19,562 71.41"/ 48,400 

Rate fuse 
Average Plant 656,965 656.965 656,965 656,965 656.965 
Average Depr. Reserve 172,fflO 172,810 112.870 112,f5l0 172,810 
Net Plant 484,® 481.095 484,fffj 484. on 484,® 

1€ss: Advances 0 0 0 0 0 

Contributions 0 0 0 0 0 
Plus: Working Cash 0 0 0 0 0 

l'.at'l. &: 3Jpp. 0 0 0 0 0 

Rate fuse 484.095 484,095 484,095 484.095 484.® 

Rate of Return (1.75:') 10.o.t 4.04~ 14.75'; 10.Qt 
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APPLICABILITY 

APPrnDIX B 
(P88e 1) 

Schedule No. 1 

GmmAL RISIDllfi'IAL smVICE 

Applicable to ail general residential se.~r service. 

TrnRlTORY 

Tri-Palm futates near 'i11ousand Palms. Riverside County. 

RAm> 

Si~e fami~ residence ••••••••••••••••• $ 9.40 per month (1) 
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APPLICABILITY 

APPmDIX B 
(PB8e 2) 

Scbedul.e No. 2 

Cor-~{ffiCIAL AND INOOSTRIAL smVICE 

Applicable to eornmerclal and industrial se.~t service. 

TmRITORY 
• 

Tri-Palrn lhtates near 'ihcusand Palms, Riverside CoWlty. 

RATE 

Co~ercia1 service •••••••••••••••••••••••••••• $31.70 per month (I) 

(DID OF APPrnDIX B) 



API»IDIX 0 

ccmARIOON OF RATffl 

A CQJl{EU"lson of present and Branch's recocrnended rates for service is 
shown 0010''': 

Percent 
Flat futes Present fates Re<X>C:mended Rates Inctea.~e 

Residence $ 7.15 $ 9.40 3~ 

COo:nercial 24.00 31.70 3~ 
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APPmDIX D 

AOOPl'ID QUANT If I m 
(1966 Test Year) 

Name of 0xlf(U1Y: Tr i-Palm IS ta tes 

Net-t6-Gross ~~tiplier: 
Federal Tax Rates: 
state Tax Rate: 
U>cal Franchise Tax Rate: 
Business Lice~qe: 
Uncollectible Rates: 

~penses 

1 • furchased Pm.-er (Electric) 

1.~ 
;o.~ 
9.6rt 
1.()1; 
0.0 
0.0 

Imperial Irrl~tion Coachella Valley Water District 

Total Cost ($) $It ,100 
k'r.h 156,220 
Eff. Sch. fute 2/83 
$/ki.'h used 0.0710 
Rate Schedule D 

2. furch.ased Water: 

3. Fump Tax-ReplenisM-ent Tax: 

4. Payroll and Dnp}()yee fi3nefi ts : 
Operation and Y.ainwnance 
Administrative & General 

5. Ad Valorem Taxes: 
Tax Rate 
Assessed Value 

Service COnnections 

'rota! 

Uumber of CustOOlers (Flat Rate) 

Residence 
Cor::rnercia1 

Total 

Nom 

$\2.870 
$10.610 

$23.400 

850 
O.l294~ 
656.965 

, ,491 
2 

1,499 
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APml)JX E 

• 
Al\)P1m T~ CAlCUIATlOI~ 

Line 19t6 
No. Item. Adopt-..ed Rates 

rePl ----pfi' 

1. Operating Revenues $169.500 $169.5(0 

2. C&4 F.X~nses 71.7CP ~'Jm J. Taxes other 'ih..m InOOCle 4.100 
4. ~preciation 21.5SO 21,59) 
5. state Ineome Tax 6,}30 

6. Sub-total Mu6tion $\03.560 $1 00, SCJ} 

7 Net Taxable Income 65.940 
8 Total State Tax 6,330 
9. Net Ta>:able Income for FIT 59,610 

10. 'l'Otal FIr 11,1)0 
11. Total Ioco.:!le 'i'a.x 17.460 

• 

• 
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APPmDIX }' 

1'0 ALL 'mE cmro{ffi3 YOO HAVE WRI?l'ffl ro mE OO-~I$ION RffiARDrnG THE ~r 
roll A 6'lt RATE nlCRFASE BY 'lRI-PAIN ffil'ATFS: 

Dear CustOmer: 

'rri-PaIn futates (TPE) has requested authorization to increase your rates for 
se'tier service from $7.15 to $11.58 per month or by 6~. The Corrillission, after 
considering all the factors presented. has granted a 3~ increase fron ~ ',15. 
to $9.40 per mont.h. The major reason for this increase ia to cover increases 
in operating expenses. 

~PE has gone ten years sinc.e a rate increase of :my kind ""as granted. In' 
establishing rates, t.he Cocrnission's role is twofold. Tne rates to the 
ratepayer oust be kept as 10il as possible and, at the san:e tine, set so as to 
rover operating e~nses Md provide a fair return on TrEls investm~nt in its 
sErtler systro. You 'Cf:2Y be assured that 'iPE's request 'h'aS thoroughly revie'.ed, 
and evaluated by the Comnission before this change in rates was granted. 

OnP, hundred and fourteen letters protesting TPE's proposed increase ~ore 
received by the Co:IiTlission. "~t letters expressed dissatisfaction with the 
cw.gnitude of the proposed increase. Four letters also noted problems with 
service, including seto'er rockure. 'ffie Riverside County Health Department has 
r~"1J1!ended that 'l'PE est.ablish a reglllar rnintenance program to clean out sewer 
~~ns as a preventive ~ure to reduce the incidence of backups and the 
OoooissiOn has ordered TPE to impleIent such a pro€r3m as a condition of this 
increase. 

'!'he Coonission appreciates your writing to us about this matter and wishes to 
t-hank those of you who attended the public meeting on lI..arch 10, 1986 and 
ttJ.rnished our staff vi th supplemental imormat ion to conclude its assigpment. 

If you have further questions about the Corrinission's decision, please contact 
Alwrt Arellano of oar staff at (213) 620-2600. ' 

Very truly yours, 

VE:JLEY ffiA1:OCLIN. Olief 
Water Utilities Branch 

'. 


