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l\fBLIC Ul'ILI'I'IFS ~ISSION OF THE Sl'ATE OF CALIFCRNIA 

CoJlY(or: 

----
Orig. and coW 
t.o D<ecutl ve Di roo tor 

ruroWl'ION NO. V-}348 

EYAWATIO~ &: OOU1 .. IANCE DIVISION 
BRANcH/sre1'IOO: ',,"at.er Util i t iea 
DATE: r.arch 6, 1931 

Director 
---- NlI!!1erical File 
____ Alrmbetical File 

Acootl'lting Officer ----

RESOLUTION ----------
CAZADOO WATm CCMPA.'ff (Cl'C). OODm 
AlmtCtUZIm A GmmAL RATE ~RFASE PRODocnn 
$7.517 OR 95.8~ ADDITIONAL Am11JAL REVThVE. 

c\rtU, by draft advice letter received by the ""at.er Utilities Branch (Branch) on 
JllJie 26. 1936. reqllested allthori ty under Section VI of General Q-der 96-A 
and Section 454 of the Public Utilities Cole to increase rates for vater 
service by $7.517 or 96.5;i. CJr.'J estimat.es that 1936 f!}X>SS reValOO of $7. W 
at present rat.es vould increase to $\ 5. m at prop:>3ed rates and wuld stl 11 
prodoce a net revenoo loss. C'r.'J serVES about 148 cetered and five flat rate 
castaners in Olzadero. Son::>:::la (bunty. 

'lhe present rates have been in effect since January 1. 1917 parSIl.!\1lt to 
Resoltltion lb. \'-2024 dated lbvember 30. 1976 'Which aut·horlzed a general rate 
increase. 

'ilie ITanch mMe an independent analysis of C\\}'s slXL!Iiary of earnings. Appendix 
A sho-.. s <,-We's and the Branch's estimates of sa:nary of earnings at present. 
reqllested and adopted rates. Appendix A shOil'S differences in revenues, 
operating expenses and rate base. 

c;,.'C's revenll9 estimates are based on \935 rev€fltles vi th a minor adjmtmmt for 
one customer's ha"ling shifted from flat rate to metered service. '!he Branch 
based it.s estimates on average water use during the ISSt three years. Because 
the recorded data show tlooxplaiood variations frcm year to year, the Branch's 
estimates are more representative of revenoos to be exp?cted In a normal year. 
'ille Branch's estimate at proposed rates is slightly lo.-er t.han c-.'C's due to the 
Branch having projected that the systeJl'S largest 11ger Yill red~e constDption 
at the higher rates. 

'IDe differences in estimates of orerating eX{enses are in plrchased po"'9r. 
transportation expense, office service and rent, professional services, general 
expenses. uncollectibles, depreciation. taxes other than on inc~e, and inca:r.e 
~es. -
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~e Branch's estiGate of plrch'3sed p' .. -er Is lo .. -er thM m-'C1s due to the 
Branch's lo,,'er p''''er osage estimate and becaose of Its use of later ro\"er rates 
which ... ere lO"'er than the rates in effect ..men CJ? prepared Its estimate. 
CV,J's meter records both utility and non-utility po,,'er usage; therefore, both 
Cft'C' and the Branch made indirect esUrnates of utllity JO'.l"er use. C'R'Jls 
estimate of $2;12J Is tesed on '935 estimated F-P orerating hours, which 
tho Branch fOllIld Inc~lstent .... ith prior years reooros. ~ Branch oo.sed 1 ts 
estimate of $1, sa:> on an estimated '936 PltnI~d qlLlUlti ty of 5.315 Cof (b.lndred 
cubic feet) and p»)''er use of } k\b (kiloa-att hoars) per (bf. n..e decrease In 
the lk'anch's estimate fr():n present to prorosed rates reflects redoced 
cooslDption by the system's lar~st user at the higher vater rat.es. 

llie difference in estimates of transp)rtation eXIOnse is dre to Crt\J having 
misplaced a decim9.l pOint in its calc4.l1atlons. 

'mo difference in office service ani rent is dre to Cft'J claiming an arbitrary 
rent increase of $55 per year over the previollSly recoroed $360 per year. 'ibe 
o ... ner of cr.'C also o ... ns the building ar.d offered no reason for increasing the 
rent I so the Branch used t.he previotlSly recorded level. 

~'C does its om accolJ1ting and has an outside acCOll1ting fim review its 
a'Ork. It oo\lld not explain ... hy its estimate of $745 for StlCh professiornl 
services had increased more than threefold during a three year period. so the 
Branch estimated $38) as a reasonable expense based on Cft'C's recorded figares 
for earlier years. 'ihis is consistent vi th professional services a1l0111ts for 
other mall COOlpanies of CI'C ' s sire • 

0t.'C could not explain hoW' it arrive} at its estimate of $131 for general 
expenses I so the Branch tlSed the average of the last five recorded years 
escalated to '936. All of the franch's eaca1ation factors are those 
reoomeooed by t.he Research Branch of Dlaluation and Cropliance Division. 

ilie difference in uncollectible expmse estimates is dre to er.-:; coooidering a 
past dtle bill for service of $5(X) to an active ctEwer as uncollectible. 'll1e 
Branch believes that this bill is collectible if pro~r tariff procedures are 
follo.ed. 

'ihree sepa.rate i terns accotr,t for the difference bet'a'een the Branch's and t\'C IS 

estimates of taxes other than on inca:1e: \} Ci-:: applied an inoorrect {6Yl'Oll 
tax. rate; 2) cwe incorrectly projected that a cOl.l1ty health services fee liollld 
increase daring '986; and }) ClC neglected to add the increased property taxes 
for the replacroent vater tank mmtioned belovo 

CilC did not estimate any expense for incane taxes. The Branch calculated 
incane taxes using the starrdard method as shoan in Appendix D. 

c:rlO coostracted a new vater tank during '% and retired the old tank. ihe 
Branch's estima.te of plant in service is lowr than ~IS because the lk'anch 
~d available the final cost for the tank and because CliO did not reflect the 
retirroent of the old tank from plant-in-servlce. '.ibis replacemmt also 
affected property taxes. GliG I S depreciation rate I and depreciat~on expense and 
reserve. 
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cr.U's plant ... -as almost completely depreciated prior to addirl8 the nev vater 
tank in 1%. '1l1e Branch an!\lyz.ed the 1936 plant M1 reoomnends that (NG begin 
using a 0.9.' depreciation rate. '1he old, mIlCh 10"'9r rate in use since 1<]12 no 
longer refleots the plant in service. ~preoiation expens& ani reserve viII 
increase as a res\llt. but the increase in depreciation reserve Yill be more 
than offset by booking the l'et1r(Dent of the old t-A."t'\{. 

CWO inclooeJ $2,544 worth of miscellMeOt.l3 m~teria1s as capnali red materials 
and. supplies. An exa-nination of the COOlpany'S b<:x>ks sho ... -ed that materials are 
generally flllly exp<:nsed ,,'hen they are pJrchased. so the Branch did not ioolOo1e 
an 8elJOtlnt for materials and stlpplies in rat.e base. 

Tne s~y of earnings stlOOlitted with C'II'C's rate inorease reqllest sho.'S a 
loss. 'il1e Branch IS reco::neMed stmary of earnings sh<r.s a rate of rehun of 
2.79.' at proWsed rates. 'fiis rate of return. al tho~ 10 .. -er ttlM the rate of 
return range (10.25~ to 10"15:') recomerrled by the Acooll1lting ru;.i Finanoial 
Branch of the lVal.ntion and Compliance Division for ~all .. -ater utilities ldth 
lOOt eqtlity financing, restll ts in (JJ{C being granted the total revenlle in~rease 
reqllested. 'ilie author! zed rate of return in the last rate case is generally 
used to determine ... nether a utility's earnings are excessive when the 
Corrinission is considering granting rate relief for offsettable ite;:;s sllCh as 
purchased po~er. ~erefore. the Franch re~~ends the CO~issi6n find a rate 
of ret'lrn on rate base not exceed ing 1 O. 5~ to be reasonable for the pJrp:>se of 
earnings tests for C'rI'G in ftlture offset reqllests. 

C'rI'C ... -as informed of the &anch's vie'll'S of re'{enl.les. expenses and. rate base an} 
it has stated that it ~epts the Branch's estimates • 

Notice of the prop)sed inorease was I!lailed to all cootomers on ~tooor 3. 19%. 
No ctlS~er protests or replies have been receive<1. 

A field investigation of t'WCts system "'"3.3 made on AtlgtlSt 17. 1$65 by a moooor 
of the Branch. Visible portions of the ... -ater systro .... ere inspected. pressares 
checked. ctlSt.omers and co:nfOIlY roployees intervie·II-ed:. and methods of operations 
checke<1. 'i'he investigation iMicated that C'liGls system is in coopliance .... ith 
the reqt1irenents of the Co:IElission's General Order 103. Rtlles Governing'riater 
Service. and that service is satisfactory. 'i'here are no oatstanding C<Y.nission 
orders reqt1iring system improvements. 

Gr.'C's ..-ater stlpply is obtained from three springs and t.,.u ... ·e11s. According to 
the Soncna County Ptlblic Health iA3p9.l'tnent. there are no vater qllality problros 
and the water syste~ has ~.1!Iple .. -ater supply. 

%e present metered rate schedule consists of a minirntlJl charge, which inolt.rles 
3CO cubic feet. and. four declining tail blocks. 'il1e Branch prop::>seS to change 
this to a single metered qtlantity rate and a service charge which will recover 
49.9.' of CI'C's fixed costs. Ifllis is in accordance with the CoaInission's rate 
design pOlicy for mall ... -ater oonpanies established by Decision ~ .. l1ich 
calls foi" fe .. -er rate blocks. the elimination of lifeline. and service charges 
which recover up to fj)f> of fixed costs. 

'1l1e &anch recooIIlerids that the Corrmission authorize an increase· of $7.517 or 
95.8i which wotlld increase estimated aMtlal operating revenue from $7.848 at 
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present. rates t<> $15,365 ai the .~oooo rates oootained In Appendix 8. 
This increase provides a 2.79$ rate of retul'o on rate base. 

At the Branch's rec-oarnended rates; the monthly bIll for a typical roetored 
cust<tner using 600 cubio feet of water per month will increase fr<::a $3.90 to 
$8.51 which is 118~. A e<xrp:trisoo of the prescnt and rCCOC!lOOooed rates 15 
sho',.'O in Appendix C. 

The Comnlssion's oplnl00. after investigation by tho \ohler Ut.1lities Branch, Is 
that: 

a. The &anch's recoorcended s\..l1lTlary of earnings (Appendix A) is 
reasonable and should be adopted. 

b. The rates re<Xlt"IlIleooed by the Branch (Appendix B) are r"easooable and 
should be aut.horized. 

c. The quantities (Appendix D) used to develop the Branch's 
recommend~tion are reasonable and should be adopted. 

d. For the purpose of earnings tests in any future offset rate increase 
requests, a rate of return on rate base not exceeding lO.5j should be 
considered reasonable. 

e. ewe should be required to use a composite depreoiation rate of 0.9$ 
until plant OOiDposition changes to warrant a different rat.e. 

THE ca~ISSION FINDS that the increased rates hereby authorized are justified 
and that the present rates are. for the future. U!ljUSt and unreasonable. 

IT IS RESOLVED that: 

1. Authority 15 grant.ed under Public Utilities Code Section 45lj fop Cazadero 
lotater Company to file an advice letter incorporating the SUDp...ary of earnings 
and revised rate schedules attached to this resolution as Appendices A and B. 
respectively. and concurrently to cancel the pre~ently effective rate Sched~le 
Nos. 1A and 2A. &Ich filing shall car.:ply with GenePaI Order 96-A. 

2. The effective date of the revisej rat~ schedules shall be the date of 
filing. 

3. ('azadeI'O Water (n.ipany shall use a composite depreCiation rate of 0.9$ 
un:til plant coaposition changes to W:lrrant a diffet'Ont rate. 

IJ • This resolution is effective today. 

I certify that this resolution was adopted by the Public Utilities (,~ission 
at its regular meeting on Harch 6. 1981. The following Carinissioners approved 
it: 

-- ----~------ .. --- -. -_ .. -._--
STANLEY W. HULETT 

President 
DONALD VIAL 
FREDERICK Rt. nUDA 
~~.MI~~ijE~L WILK. 

Commissioners. 
-~-

VICTOR R.· WEISSER 
Executive Director 

" ~. . / 



AWRIDIX A '. CAZADmo VATm C(MPANY 
Su.mmarl of lhrnlngs 

(Jbttmated Year ,%) 

: : Utl11tl Jb~lmated : Branch IBtimated' I 

I : Present : Reqllested: Present : ReqllesteiI r • • 
: It ern : Rat.es • Rates • Rates • Rates : AdO,Eted : . . . 
Operating ReVetlaes 
Flat $ 100 $ 210 $ 214 $ 214 $ 550 
Vetered 71612 1510)9 7,634 14.932 14 1815 

Total Revenoos 7,792 15.m 7.SW 15.146 15,365 

Qperatlng EXpenses 
Purchased lb"'er 2,72} 2.723 1,856 1.58) 1.!XU 
Jlaterlals 1,514 1,514 1,514 1.514 1,514 
Contract Work (J:X) (J:X) roo (:IX) fIX) 

'.i'rans. lXp. 2,189 2,188 240 240 240 
Uncollectibles 500 500 0 0 0 
Off. SeN. & Rent. 415 415 360 360 300 
Office fupply 50) ~ 50) 500 500 
Prof. Services 745 745 380 38J 38) 
InsLlfance 956 956 956 <r:l> 956 
Gen. IXpenses 7}1 731 476 476 476 

• Payroll 61922 61922 6,922 6.922 6.922 
Slb-Total 517,79-\ 517,194 51},trn S1},528 $13.528 

fupreciation 67 67 Y/2 Y/2 J12 
Other 'i'a..xes 620 620 782 782 782 
Incroe ~es 0 0 2(X) 240 212 

Total Dt f€nses $18,481 $18,481 $15. 158 $14.9?2 $14,954 

Uet Revenlle (10,600) (},172) (7.310) 224 411 

Rlte IBse 
Average Plant 44,410 44.410 42.011 - 42,011 42,011 
Avg fupr. fuserve 28,927 28,927 21.262 21.262 21.262 
Net Plant 15,483 15,48} 14,749 14,749 14,749 

less: Advances 0 0 0 0 0 
ContrlbLltlons 0 0 0 0 0 

PlU3t Working Cash 0 0 0 0 0 
.atls & fuppls 2,544 2.544 

Rate B9se: 18,021 18,027 14,749 14.749 14,749 
Rate of Rettlrn :WSS wOO wss 1.52't 2.W 
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AWLICABILlTi 

APPnIDIX B 
Page t 

&helule No. 1A 

ANNUAL ammAL m:?mm SmVICE 

Applicable to all metered a"ater service fllrnished on an Mnll'll resist 

'J'mRITORY 

Camdero an-i vicinity, Sonooa O:>l.l1ty. 

RATE3 

}I.onthly Qlantity R!lte: 
Fer ~~ter 
Fer Yonth 

Per 100 ca.ft. ••••••••••••••••••••••••••••••••••••• $ 0.8\ (I) 

AAJlo.Ll'l1 Service Ch3rge: (e) 

FOr 5J.B x 3!4-inch meter •••••••••••••••••••••••••• 
For }/4-inch meter •••••••••••••••••••••••••• 
For t -inch meter •••••••••••••••••••••••••• 
Por 1-1/2-inch meter •••••••••••••••••••••••••• 
FOr 2-inch meter •••••••••••••••••••••••••• 

Per ~~ter 
Per Year 

$ 43.00 
48.(0 
66.00 
92.40 

118.00 

The Service O1arge is a readiness-to-serve charge which 
is applicable to all metered service and. to which is to be 
added the oonthly charge COJlp.lted at the Qlantity Rates. 

SIreIAL oo..'IDITIONS 

1. llie anntnl service ctarge applies to service during the t2-month 
period oorn:nencing JBl'1llary t and is dtle in advance. If a. pennanent 
resident of the area has been a cootroer of the utility for at least 
12 months, he may elect. at the beginning of the calmdar year. to plY 
~rorated service charges in advance at intervals of less than one year 
(monthly, bimonthly Or qtJarterly) In accordance vi th the utility's 
established billing periods. Y.eters viII be read and quantity charges 
billed monthly. bimonthly or qtlarterly in accordance with the utility's 
established billing periods except that meters may be read and qtlantity 
charges billed. dlITing the winter Beason at intervals greater than three 
months • 

(1) 
I 
I 
I 

I 
I 

(1) 

(e) 
I 
I 

(e) 

(c) 

(e) 
I 
I 
I 
I 
I 

I 
I , 
I 

(c) 
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SFroIAL OONDI'l'IONS (O::mtirued) 

AP}>mD1X B 
Pa&e2 

Schedule lb. fA 

2. Iffie orening bill for metered. service t except ufOn conversion from 
flat rate service. $hall be the estabUshed aIVlt.l31 service charge for the (0) 
service. Vnere initial service is established after t.he first day of any 
year. the pOrtion of such anrual charge applicable to the current year 
shall be determined by mtll tiplyiM the annt.nl charge by one 
three-hlirldred-sixty-fifth (1/365) of the mznber of days rEnaining 
in the caleliJar yeai'. 'ilie balance of the JXlY-nmt of the initial 8JUlolal 
charge shall be credited against the charges for the stlCceeding aM!l9.1 
period. If service is not continued for at least one yeai' atter the date 
of initial service, no refWld of the initial an'h13l charges shall be dlle 
the cmtomer • 
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APPLICABILITY 

APPmDIX B 
l\lge3 

Schedule No. 2A 

ANNUAL OmmAL FIAT R'\TE smVICE 

Applicable to all flat rate 'fI"!lter service farnished on a limited 
trop:>rary oo.sis. 

'i'mRITORY 

Cazadero and vicinity. SOno.-na Cotll'lty. 

RATm 
Per Service Connection 

Per Year 

1. For a single-fmeily residential unit. 
incl~ing premises ••••••••••••••••••••••••• 

2. fur sav..nill ................................. . 

SPWIAL OOIDI'1'lOOS 

$100.00 

150.00 

(1) 

(1) 

1. Service under this schedule shall be limited to the pra!}is....os nov 
being served here~der as of the effective date of this t8riff sheet. 

(DID OF APPENDIX B) 
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APPDfOIX C 

@PARIOON OF RATE3 

A cOOIf(Uison of rresent and &'anch' B reconmooded rates for u:et.ered and flat 
rate service is sho~n belC1Jl: 

METIIDD SffiVICE 

Service O1arge: 

fur 5/8 x 3/4-inch meter • • , •• I ••••••••• 

FOr 3/4-inch meter · ............... . 
FOr I-inch meter • ....... I , ...... . 

FOr l-I/2-inch meter · .............. . 
FOr 2-inch oeter · ................ . 

Qo.lanti ty Rates: 

First 300 ca.ft •• or less •••••••••••• 
Next 1.20:) ca.ft., :rer 100 cu.ft ...... 
Next 3.500 ca.ft., per 100 ca.ft •••••• 
Next 5.0:0 caSt •• :rer 100 cu.ft •••••• 
Over 10,000 ca.ft., per 100 cu.ft •••••• 
All ~~ter. per 100 cu.ft •••••••••••••••• 

FIAT RATE SFRVICE 

Sin~e f~ily residential unit ••••••••• 
~\llill ................................... .. 

Per Meter Per Year 
Present Reoo:runmded 
'&\tes Rates 

$ }2.40 
57.lO 
76.00 

124.00 
172.80 

$ 4}.00 
48.lO 
66.00 
92.40 

118.00 

Per )l3ter Per l-bnth 

incl. in min. 
$ 0.40 

0.32 
0.24 
0.16 

$ 0.81 

Per S3rv ice :rer Year 

$}6.00 
84.00 

$100.00 
150.00 

A conparison of custoo.er bills on a prorated monthly rosis at present and 
Branch recOOilliended rates for t % test year for a 5/8 x 3/4-inch meter is shoan 
belO'.: 

Usage Present Reoo:runended knOtnt Percent 
100 cu.ft. Bills Bills Increase Increase 

0 $ 2.70 $ 3.65 $ 0.$0 35 
3 2.70 6.00 }.38 125 
6 (avg) 3.9) 8.51 4.61 118 

10 5.50 11.75 6.25 114 
15 7.r;Q 15.00 8.30 111 
20 9.10 19.85 10.75 118 
30 12.30 Zl.$O 15.(6 lZl 
50 18.70 44.15 25.45 136 

100 30.70 84.(6 53.$0 176 
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APPENDIX D 
~e I 

AOOPl'ID QJANTITlffl 
(Test Year '936) 

Nane of (b.:npany: (8mdero ·,ta.ter C«npany 

Net-~ross X~tiplier: 
Federal True Rate: 
state 'i'ax Inte: 
IJ:>cal Franchise Tax Rate: 
&1siness License: 
Uncollectible Rates: 

Rxp;:nses 

, • Parchased 1\)'ro"l3f (Electric) 

N/A 
15~ 

($200 minimLD) 
of, 
ot 
of, 

P.acific Gas end Electric Company 

Total Cost ($) $1.500 
Rate Sched. rue 
Eff. Sch. Date 
ki"n used 
SNAll 

2. Purchased Water: 

3. lUnp 'l'ax-Replenish:nmt 'fax: 

4. fuyroll 8I1d Enployee Benefi ts : 

5. Payroll Taxes 

6. Ad Valorm 'Iaxes: 
TaX Rite 
Assessed Value 

A-I 
7/I/Ph 
15.943 
.03910 

None 

None 

$6.922 

$482 

$165 
I.ce% 

$16.222 
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AWlliDIX D 
Page 2 

AOOnFD QUAm'ITIFS 
{Test. Year 1%J 

Service Oonnect.ions 

1. tBter Sire: 

5/8 X 3/4" 
1" 

.. , ..... , ............. . 
••••••••••••••••••••••• 

147 
1 

2. futered -.a.ter OOes to ~sign Rites: 10.225 Cof 

3. Flat Rate: 

Si~e f~ily residence ••••••••• 4 
fuvni 11 ••••••.••.••••••••••••.•• , 

• 

AOOPrED 'lA-X CAICULATIONS 

Line 1936 
No. Itan Adopted Rites 

cc~ FIT 

1. Operating Reven~es $15.365 $15.365 

2. ~rating JXpmses 13.528 13.528 
3. 'laxes Other Than Incane 782 782 
4. ~ Depreciation '512 372 
5. state Incane Trut 200 

6. Sub-total Deduction 14.682 14.ffii? 

7 state fuxable In<x:Ee 683 
8. state InCOOle Tax 200 
9 Federal Taxable Income 483 

10. Federal Inoo:ne Tax 72 

11. Total Incooe Tax 212 

(mn OF AFPENDIX D) 


