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PUBLIC UTILITU3 WIUS3IOO OF 'i'H& Sl'ATE OF CALIroruUA 

Copy for: ffiroIJRlOO NO. V-}}}} 
/ Orig. and coW 

to ~ecutiv~ Director ---- EVAWATION &: o:HPLIANCE DIVlSltW 
BRANCH/SIDl'ION: Yater Utilities 
DATE: AIJgust 6, 1% 

Director 
---- Ntnerical File 

----
Al{habetical File 
Accounting Officer 

RESOLUTION 

PHILLIPS WATffi smVlCE (Pw'S). _ OODIR AUTOORIZING 
A GRfiRAL RATE INCREASE rnooucrnG $},935 00. 
7o.Ofi IN 1986. 

WS by draft advice letter received by the Water utilities Branch (Branch) on 
November 25, 1935, requested authority under Section VI of General Order 96-A 
and Section 454 of the Public Utilities Code to increase rates for water 
service by $3.493 or 70% in 1936. IVS estimates that the 1936 groos revenue of 
$4,9S0 at present rates would increase to $8,483 at the requested rates and 
that the company would still be o~rating at a lOOSe NS serves 25 metered 
custooers in a ~ity located west of Penngrove, Soncrna fuunty. 

The present rates were approved by Resolution No. "'-2311 and became effective 
February " 1978. 

The Branch made an independent analysis of Pli3's sun::mary of earnings. 
Appendix A shows WS's and the Branch's estimates of the stlL!l!la.rY of earnill§3 
for 1% at present, requested and adopted rat-es. 'ihe dif:ferences between 
FWS's and the Branch's est~tes of the s~y of earnings are in revenues, 
expenses, and rate base. 

The Eranch's estimates of revenue at present and propOsed rates are higher than 
WS's. The differences beh'een the Branch's and PiS's estimates are due to the 
Branch having ililp.lted revenue for vater used by the o'mer and oiffier' s father 
who carrently make no direct payment for water service. 

The differences in eXJ:€mes are in purchased polrt'l3r J Contract .... ork and 
professional services, inslU'ance, vehicle expense, office and storage, 
depreciation and property tax. 

The difference in the estimates of purchased po.'er results frOm the Branch IS 

use of the latest power rates and p:n:er consll1lption data. 

The Branch's estimates of contract work and professiOnal serviceS (accounting 
and l~) are lower than PtlS's because PiS could provide no vorkpaper support 
for the portion of its professional serviCes estimate in excess of past 
recorded levels for laboratory testing of water. 
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PIlS dO?s not 'cnrrenUy lk'we insllnmc() bllt inoluled $1 t 100 in its. Sl.Ui:laI'y of 
earllin,gs b&~'" on, an InsurancQ offer it ms Xec.}!\'ed and fo:ljeoted •. Ui.der the 
Coruission's f~cently established poUcy allowing "'atel' utllitiea to obtain 
ralier fr<>ID rising insllranca cost.s, PJS wlliba eligible to recoup throlWl an 
offset advic·3 letter filing u<'")3t of Rl\Y reasonable expanse it iUCUN for -
in.~lrlH1·:!e in tho near futnre. h"Ol'dingly, tho Br~h h.'\S incluled nothing for 
inSlrrnnce costs in its estimate. 

PiS's f?stimate of vffiiclo ex~nse is higher than the &ruteh's., WS provided no 
",'('rkr..apers to sLlpport its estim.!tw. 'ille Branch aade its estimate from an 
e3ti~t~ of the o),"ner's romu~l 'vEhiole nilea.ge falated't<> HiS matters, and n 
(X.st of ~O.21 pel' nile (latest IRS allo'J.-ed nneag~ e).."pcnsc). Eccausa P"S has a 
very 1'3:''1-9..11 service area, vehicle usage is [}ini~. 

For its estimate of office and storoge expel1se, p~ used the approximate 
depreoiation cost of a ropy L)..~chil1e am a c08puter it recently p.lrchased. 1J.1le 
Frru1Ch has eliminatt..~ theae fil1Ot.mts ~'1118e the estinntes for ~t?QOnt 
salaries p.nd for offiCi) supplies inolude the necessary labor and materials for 
PIiSI S colrrent practice of prep;'l.ring cllst(o[oor bills by hand. 'ilie Branch 
believeG that HiS's proJ))sc--d eXp3nse for these machine3 ($1,097) oollld not 
displace a s'Jfficient portion of its ffi'3nagcnent &'\laries ($1,260) nnd office 
supplies (S2CO) to (J3 cost-effective for 3 conr .. <my serving c>nly 25 Clntor.:~rs. 

Tr:e Branch's estinate of depreciation expense is high~r than Pi~Jls due to 
differing plant values, P.3 explained later, and a differing depreciation r-ate. 
Al though p,,"S provided no \\orkp..'lper, its annu3.1 reports have boon filed llsing 
2.91> and the rate ioplied by its plant. and depreciation eXp?,nsa figtlres is 
2.53%, \,11ilo the Eral'}<~h used 2.4%. 

The P-c.?,..l1ch's estirrk:'1.te of prOIa3rty tax ex~n3e is less thaT} rusts. In its 
aYJ...1.1ysis the Branch determined t-hat PriS ha.d in..'lppropriat-ely inclu.led the 
esti'Clated cruc Reil'lbm'seIT:Emt Fee in this iten. 'Ihe }:'.ranch estimate is 
det.erl!iine,l from the acht'\l IMt billed aru-Owlt for propert-J tax. 

'InG difference in' rate base e-3tim.3.-t.es reslut.s fro~ the differences in the 
estin3.tes of pla..rr.t an,] depreciation reserve. 

. ~ 

ilie Branch's estirr·ate of plant and depreciation reserve are higher than P,fS's. 
For both its draft advic~ lett.m' and its anntlal r~ports filed. with. the 
COfnission, I'tlS ineorrectly ao.,"'Ounted for retirments and tffinSfer of plant. 
'i'he Brcrrtch estimat.ed values of th~ plant and depreciation' reserve for the test 
year are the r€3lut of O)rrections to the plant accounts and reconstruction of 
the depreciation reserve since t.he la'3t rate incr6a.<;e. 

H'lSl s reqllest would i"eBlU t in a 10.3% rate of rablrn on rate base for' the year 
1986. 'i'h-'3.t is OOlQ".o( the rate of return r?.nge (10.75~ to 11.25~) reoo!lEended 
by the Evallt3.tioll and Co:npliMce Division's l''inancial &.?.nch for snall .-at.er 
utilit.ies. -. 

HiS l-r"!':lS informed of the Branchls differing view on revenne, ~xp3roes, and rate 
base, tmd has st.ated that it acc~pt.s the Er-anch's estiBates.---

A nOi!i.<>3 of the proposed incr~aSe wa..'l hPJld delivered to each cnstooer' on, 
t.Tur.e 1, 1986. %e Bri'J1Ch received no CO;1l.plaint.s or c6unents in reslXmse t-O the 
notice. 
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A J!lE!nber of the ~anch lOMe a field investigation in April 1986. &'3'0 plant 
facilities ... -erO inspeoWd, pressures checked, custroers inhrvie.-ea a.nd t.he 
records examined. 'lhe investir,atiOO indicated that the servi~ is good and 
that the system Is "''ell operated and in ooro.pl1Mce vi th the Corrmlaslon' 0 
General Order to}, R\lles Governing Water Service. There ate no outstanding 
Co.mlsslon orders requiring system improvements. According to the S:>n6ma 
County Health ~fOO'tment there are no ...ater quality problem). 

PiS's current metered rate structure consists of a service charge, a 5-C¢f 
(hundr~d-cubic-feet) first block and an invertedtatl block. PWS's ~~ter 
source (groundwater) is ample. ho .... ever it is Qpproachil18 the prodllOtion limit 
of its existing "''ells. For this reason PiS \o'Ould like to encourage 
conservation by its cust<>-:ners w'td has requested tooontinue the invertoo block 
rate structure. lJ.he Branch believes this request is reasonable. 

In acoordance \dth the Co-'rJnlssioo's recent policy deoision (D.86-05-064) . 
regarding rate design, the Branch's recoomended increase to P.,..'S's rates '11111 
result in a larger portion (}2.Qt versllS the current 8.Qt) of the fixed oost$ 
of M's operation being recovered in the servIce charge portIon ~f the rAtes. 
The roonthly bill for the average customer will increase frem $11.CO to $20.25. 
A comparison of present and rec<x!iOOnded rates is sh6 ... n In Appendix C. 

The Branch ~ecornends that the Corrmission authorize an increase of $}.935 or 
70.0/. for 1986. This increase prQvldes a return on rate base of 10.};t for test 
year 1$86. 

ilie Comnisslon I s opinion. after investigation by the Branch is that: 

a. it'le Branchls recom:nended s\.l!iI!lal'Y of earnings (Appendix A) is reasonable 
and should be adopted. 

b. 'ftv3 rates reoonnended by the Branch (Appendix B) are reasonable and 
should be authorized. 

c. 'lhe quantities (Appendix D) used to develop the Branch's 
recon:mendations are reasonable and should be adopted. 

IflIE OO·~USSION FINDS that the increased rates hereby authorized are justified 
and that the present rates are t for the future, unjust and unreasonable. 

IT IS RWLVED that: 

1. Authority is granted under Public Utilities Code SectiOn 454 for HlilliJ;e 
Water service to file an advice letter Incorporating the SIJ!lI!lB.rY of Dlrnings 
and revised rate schedule attached to this resolution as Appendices A and B. 
and concurrently to cance~ the presently effective rate Schedule No. t. Such 
fi111'18 shall comply with General, Order 96-A. 

2. i'he effective date of the revised rate schedule shall be the dat.e of filing • 
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• ,. 'IDis Resolution is effeotive today • 

1 certify that this resolution was adopted by the Publio Utilities Cocmisslon 
at it.s regular meeting on Augu.st 6, 1$i36. ~e folloYif"18 C<Y.nlssioners approved 
ita 
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AFPrnDIX A 

• . 
PHIIl..IPS WArm SYm'n( 

SlWJ.RY OF EARNINGS 
(D3ttmat.oo Year 1986) 

: Utility EStimated: Branch I§t~ated I I 

: : Present : Requested: Present : ReqLlested I I 
: Item : Rates 2 Rates : Rates I Rat~s :Ad6~Wd: 

Revenue - y~tered $ 4.m $, 8,483 $ 5,622 $ 9,557 $ 9.557 

Expanses 
PurchASed Poyer 2.0:0 2,cro ',936 1,936 , ,9}6 
Vateria1s & Supplies 370 Y10 370 370 370 
Contract Work Md 

Pr6fessional Services '.764 1,764 , ,574 1,574 1,574 
lIoanagro.ent Salaries '.260 1,260 1,260 1,260 , ,200 
Office Suppiiea 2CO m 2CO 200 a:x> 
Insurance 1,100 , .100 0 0 0 
General Elcpenses 200 ro:> 200 200 2CO 
Vehicle EXpenses 718 718 200 200 200 
Office & Storage ,!® '1097 0 0 0 

• Sub-Total $ 8,709 $ 8,709 $ 5,740 $ 5,740 $ 5,740 

DepreciatiOn 00) 800 823 62} 82} 
Property Taxes 425 425 :i31 J}1 ", Inoome Taxes 0 0 0 39 39 

Total Elcpenses $ 9,934 $ 9.934 $ 6.894 $ 6,9}3 $ 6.933 

Net Revenue ($ 4,944) ($ 1.451) ($ 1.272) $ 2,624 $ 2.624 

Rate fuse 

Average Plant $32,671 $}2,671 $}5,?O2 $}5,702 $35,702 
Average Depr. Res. m em 10,17} 10, \73 10,17} 
Net Plant 31,694 31,694 25,529 25,529 25,529 

Less: Mvances 0 0 0 0 0 
Contributions 0 0 0 0 0 

Plus: Working Cash 0 0 0 0 0 
Yatls. & Suppls. 0 0 0 0 0 

Rate fuse $31,694 $31,694 $25,529 $25,529 $25,529 

Rate of Return lJ:>..qg lo....~ Loss 10.3~ 10.3~ 

• 
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APPLICABILITY 

APmIDIX B 

Schedule No. 1 

OmmAL HmmED SlRVICE 

Applicable to all metered ~~ter service. 

TOOllfOOY 

Phillips Acres and vioinity located adjacent t~ and ~~sterly of the 
COOinUni ty of Permgrove) Sonoma County. 

RAm 
ServiceCharBE! Per Y..eter Per ,.~th 

For 5/8 x 314-inch meter 
For 3/4-inch meter 

• •••••••••• , • I •••••• · ......... , .......... . 
For I-inch meter • •••••••• I ........... . 

For 1-1/2-inch meter •••••••••••••••••••• 
For 2-inch meter · ................... . 
For 3-inch meter · ............ , ..... . 

Quantity Rates 

First 500 cu.it.) per 100 cu.ft ••••••••••••• 
Over 500 cu.ft., per lCO cu.ft ••••••••••••• 

$ 8.00 
8.00 

12.00 
16.00 
21.60 
40.00 

$ 0.47 
0.9) 

(I) 
I 

I 
I 
r 
I 

(1) 

The Service Charge is a readiness-to-serve charge which is (,) 
applicable to all metered service and. to which is to be added I 
the monthiy charge COID.p.lted at the Q.umtity Rates. ('1') 



• 

• 

• 

APPrnDIX 0 

C(npARI~ OF RATIS 

A com~ison of present and Branch' 8 reoorrmended ra~s for metered service is 
show belwl . 

Per .~ter Per I'.onth 
Present Reoo:mlerided 

Service Qlru~ge: Rat~s Rates 

FOr 5/8 xJ/4-inch meter ••• A •••••••••••••••• 

For J/4-inch meter •••••••••••••••••••• 
For 1-inch mater •••••••••••••••••••• 
For 1-1/2-inch meter •••••••••••••••••••• 
fur 2-inch meter •••••••••••••••••••• 
For J-inch meter •••••••••••••••••••• 

Q.lanti ty Rates: 

Firat 500 cu.ft., per 100 cu.ft ••••••••••••• 
Over 500 cu.ft., per 100 cu.ft ••••••••••••• 

$ 2.00 
2.20 ,.CO 
4.00 
5.40 

10.00 

0.48 
0.00 

$ 8.00 
8.00 

12.00 
16.00 
2\ .£0 
40.00 

0.47 
0.9) 

Comparison of monthly customer bills at present and Branch l'eC<>r!lTIended rates 
for 1986 test year for a 5/8 x 314-inch meter is sholm below: 

Usage Present ReCOmmended AmoUnt Perrent 
100 cu.ft. Bills Bille Increase Increase 

0 $ 2.00 $ 8.00 $ 6.00 ?J:1) 
5 4.40 10.35 5.95 135 

10 7.40 14.85 7.45 101 
16 (avg) 11.00 20.25 9.25 84 
20 13.40 23.£6 10.45 78 
30 19.40 32.85 13.45 69 
50 31.40 50.85 19.45 62 

100 61.40 95.85 34.45 56 
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APMIDIX D 
Page , 

AtOnED QUANl'ITIffi 
(1986 Test Year) 

llazoo of Company I Fhlllips -Water Service 

Net-~roS9 Y.u1tlplier: 
Federal ~ Rates z 
state Tax Rate t 
Weal Franchise Tax Raw: 
Business License: 
Uncollectible Rates: 

R-<renses Test Year 1936 

1. Purchased PO .... 'er (Electrio) 

Total Production - Gef 

N/A 
11.~ (margiml) 
1.~ (marginal) 
O.Qt 
0.0 
0.0 

fucific Gas and Electric C<>:npany 

Total Cost ($) $1,936 
Rate Schedl11e A-I 
Eff. Sch. IQte 3/'3/86 
k,,'h used 19,396 
$~'h used .09931 

2~ Purchased 'later: None 

3. Pump T.ax-Replenishment Tax: None 

4. ~oU and Dnployee Eenefit.s: 
Operation and r~ntenance $1,260 
AdministratIve & General 0 

5. Payroll Taxes 0 

6. Ad Valorem T.axes: $}31 
Tax Rate 112047~ 
Assessed Value $'n,375 
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service Conneotions 

,. f~ter Size 

APPnIDIX D 
rase 2 

AOOnID QJANTI'l'Im 
( 1936 'rest Year) 

5/8 X 3/4" ••••••••••••••••••••••• 

2. ¥.etered Water Sales Used to Design Rat.es: 

0-5 Cot ••••••••••••••• ,....... 1,5C() 
Over 5 Cof •••••••••••••••••••• ~.~ig 

Total f 

AIOPTID 'rAX CAI.CUIJ.TIONS 1 

Line 1986 
No. Item AdoEted ~tes 

OCFT FIT 

1. Operating Revenues $9,557 $9,557 

2. (&'1 Rlcpensoo 5,740 5,740 
J. Taxes Other Than Income 3}1 }}1 
4. Tax r~preciation 82} 823 
5. state Income Tax 10 

6. SUb-total Deduction 6,004 6,~ 

7 State Taxable Income 2,663 
8. state Inccrr.e Tax 10 
9 Federal Table Income 2,653 

to. Federal Incoa;e Tax 29 

11. Total Income Tax 39 

1 Individual 

(nm OF APmIDIX D) 


