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PUBLIC UTILITIES ~~ISSION OF THE STATE OF CALIfORNIA 

EVALUATION & ~~LIANCE DIVISION 
Wlter Utilities Branch 

RESOLUTION ----------

R~vrION NO. W-3360 
DATE: Hay 13. 1981 

JENSEN WATER CC«PANY (JWC). ORDER AlJrnORIZING A 
GENERAL RATE INCREASE PRODUCING $",'HO OR 27.0J 
ADDITIONAL ANNUAL REVENUE. 

.r-!, /-A.l ~ .. f.L 
~< 

t:-l 

Jh'C. by draft advice letter furnished to the 'fiater Utilities Branch (Branch) 00 
September 5, 1986. requested authority uooer Section VI of General Order 96-A 
and Section 1i5lj of the Public Utilities COde to increase rates for water 
service by $21,1i35 or 55.01. JWC estimates that 1986 g~s revenue of $38.996 
at present rates would increase to $60,'Ul at proposed rates and would produce 
a rate of return of 11.19J on rate Mse. Jh'C serves about 351 meter rate 
cus~rs in Cabazon. Riverside County. 

The present rates have been in effect since Pay 111, 1982 pursuant to Resolution 
No. W-2971 dated April 21, 1982 Which authorized a general rate increase • 

The Branch made an independent amlysis of JWC's s\.I!J11a.ry of earnings. Appendix 
A shows ,n{C's and the 8r'anch ' s estimtes of SlXT.ury of earnings at present, 
requested and adopted rates. The Branch and JWC have significant differences 
in revenues, operating expenses and rate Mse. 

The Branch's estimates of revenues at present and propOsed rates are higher 
than JWC's. The differences in estimates are due to the Branch's using a 
higher estimate of total ,,:ater sales to calculate revenues. The Branch based 
its higher "'"'ater sales estirr.ilte on t.he recOrded 1986 mmber of custooers while 
JWC based its estl.mate on the lor:est mnber of customers recorded during 
calend:u' year 1985. Both the Brar.ch and JWC used the same average COnstlnpti6n 
per cust~r. 

The differences in estimates of operating expenses are in purchased ... -ater. 
purchased power, materials expense, office supplies, accounting and legal, 
general expense, depreciation expense and income tax. 

JWC estirr.ated $17 ,830 for purchased ,,-ater "''hile the Branch estimated $111,280 
despite a higher usage estimate. JWC·s owner has set up an unusual situation 
wherein he utilizes ... -ater from a spring, pipes the water down to a storage tank 
and treats it before putting it into the systoo, all using land and facilities 
he owns outside the service territory but does oot. consider part of the 
utility. Instead of recovering his costs through operating expenses and rate 
base he accounts for the supply as purchased water and has imputed a cost per 
Ccf lhundred cubic feet). Because cost records for the facilities were not 
readily available, and because there is a legitimate question as to whether the 
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faollities should be considered utility investment and expenses as discussed 
later, the Branch has agreed to base its est.imate on an imputed cost per ecf' of 
\nter supplied. 

JWC bas been l'ccoNing 'tnter purchased at. $0.30 per C<>f, but. bas arbitrarily 
rais,:,j the> cost. to $O.~O per ())f for this rate request without support. The 
Branch exa'Dined the faoilities and such limited records as were available and 
detemined that an imputed cost of $0.30 pel" Cof would produce approximt~ly 
the sa~ overall water cost as considering all expenses and inves~nts as 
being incurred by the utility. The &anch believes this produces an equitable 
balance for the utility and its customers fOl" the present, but is concerned 
about the long tenD implications as discussed later. 

~C est.imated $5,676 for purchased power while the Branch est.imated $~.100. In 
addition to 'tnter f~~ the spring, JWC supplements its supply from two ~~lls 
which are used primarily during the s~r when surface flow from the spring Is 
lw. All recoNed purchased po'Io.-er cost comes froo:I the use of the well pllDpS. 
Jr:C used its recoNed 1985 p<r..-er cost as a base. The Branch believes that 
J'tlC's estimate for purchased pot..-er is excessive because a greater than oonml 
amount W3S punped from the wells in 1985 due to fore-st fire cont&nination of 
the spring water. The Branch therefore based its est1mte on the average ~er 
usage recorded during the last three years and more recent po'~er rates which 
were not available When JWC made its estimates. 

The Branch's estimated materials expense is lo .... -er than JWC's. J'r.'C·s estimate 
was based on an average of 198~ and 1985 recorded expenses. The Bt-anch noted 
that recorded expenses for 198~ were abnormally high and therefore believes 
that it ,",'Ould be more representative to use the average of the last three 
recorded years escalated for inflation to the 1986 level. All of the Branch's 
escalation factors for this and other accounts ~"ere those r€C<Xrl!lended by the 
Advisory, Evaluation and Research Branch of Evaluation and Compliance Division 
(ECD). 

The Branch's estimated office supplies expense is lower than J1\C·s. Jl\'C used 
the recoNed 193~ expense for its estirr..ate. The 198~ recoNed expense for this 
account is considerably greater than that recorded for 1933 and 1985. The 
Branch believes t.his recorded 198~ expense reflects extraordio:lry and non
recurring expenses and therefore used the average of 1983 through 1985 
recorded expenses escalated to 1986. 

Tne Branch's accounting and legal expense estimate is lower than Jft'C's. Jft'C's 
estirute of $900 "'~s based on expenses for legal advice not directly related to 
.r":C and therefore was not ac<:epted by the Branch. The Branch's $250 estimate 
is an escalation to 1986 of the expense allowed by the C<YrJUission in the last. 
general rate increase resolution in 1982. The Branch used this roothoo because 
there ",~s insufficient recorded data available for 193~ and 1985. 

The Branch's general expense estimate is considerably higher than Jr.'C's. The 
Branch's initial investigation deten:n1ned tlBt J'AG'S estiInate of $1,26ft was 
reasonable. However, subsequent to J'rlC's suooittal of this rate request, the 
State Departroet'kt of Health SeJ'vices (OOS) mandated additional water testing. 
The &"anch therefore increased its estimate by $1.000 to cover the additional 
expense • 
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The Branch's esUm1.te of depreoiaUon expense Is lower than JWC's. The 
Branch's esUmate is based on a composite rate of 3.33~ and a lO\."eJ' 1966 
estit"Jat.ed plant, while JWC used a ~J rate which Is ext.raordinarily high for a 
&~ll W3ter company. JWC's last general rate case in 1982 used the 3.33. rate 
and t.he Branch's review indicates it. is st.ill appropriate. The Bran¢h 
reoo:rnends that. JWC be required to use the 3.33l rate until a fUt.ure 
depreciation st.udy revie\.~d by the Branch indicat.es a revision is warranted. 

The &"anch's ca.lculaUon of il1COO)C t.ax at. proposed rates is significanUy 
greater th3.n ~C's. JWC did not calculate federal inCOOle tax and claimed only 
the mlnim.n $200 amount for state income tax. The Branch has included both 
federal and state income taxes in its sl.l!lMry Of earnings. 

The Branch's estimate of rate base is lOlo.-er than JWC's because of differences 
In ut.ility plant., depl~eciat.ion reserve, wor~ing cash and materials and 
supplies. 

The Branch's est.imate of utility plant. is 100.:er than -'Wets because t.he Branch 
reC«T'~nds retiring t",'O t.anks and a concrete reservoir which are in poor 
condition. not In use, and not likely to be useful in the future. The 
recommended retire~nt lowers plant and depreCiation reserve equally and 
t.herefore has only a very small effect on rate base. 

The Branch's estinBte of depreciation reserve is higher than JWC's. despit.e the 
Branch's imputed tank and reservoir retire~ent. Investigat.ion by t.he Branch 
revealed nw...erous serious errors in t.he ",oay t.he depreciation reser-Ie was 
calculated since the date t.he last resolution was effective. The Branch 
therefore recalculat.ed depreciation reserve for 1982 through 1986 starting with 
the depreciation reserve and composite rate allowed in t.he last resolution and 
adjusting in 1986 for the difference in u~ility plant. 

To prevent fut.ure inconsistencies between the figures adopted by the ~ission 
and the figures shO'offl in ']wC's annual reports, t.he Branch recomr~nds that JWC 
be direct.ed to record on it.s books of account the utility plant. and 
depreciation reserve beginning balances upon which the average a~t.s adopted 
in this resolution are based, and to revise it.s 1986 annual report. 
accordingly. Those balances are: plant in service, $lq~.380 as of January 1, 
1936: and reserve for depreciat.ion. $72,160 as of January 1, 1986. 

The Branch's estimate of working cash is greater than J'riC's even though JWC's 
operating expenses are greater than the Branch's. Wor~ing cash is an allO'tlance 
in rate base to colipensate invest.ors for funds provided by t.hem t.o pay 
operat.ing expenses in ad~ance of receipt of offsetting revenues and to maintain 
mini.nr.n bank balances. JWC Uilde several errors in using the Co:rinission1s 
siffiplified methoi for calculating working cash. 

The Branch's est1m3.te of materials and supplies is lor.:er than J}lC's because the 
Branch's investigation of JWC's records indicated t.hat. materials and supplies 
",-ere being expensed and there W3S no significant inventory • 
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J'ftC's Sl.lTlrnry of earnings submitted with its rate increase requ-est. shows a rate 
of retum on rate base of 11. 19J. This is above the rate of retum range 
(10.~1 to 10.75$) reoom>ended for ~1l water utilities with \OO~ equity 
financing by ECD's Audltlng and Finanoial Branch. The Branch recoornends the 
mldpoint rate of return of 10.5~ for JWC • 

.rr:C was informed of the differences in revenues. operating expenses, rate 
base and rate of return, and has accepted the Branch's est.imates. 

Notice of the proposed increase was mailed to each customer on September 211. 
1986. Six letters and a petition signed by customers from 150 of the 
residences served by JWC "'-ere received concerning the proposed ioorease. All 
protested the rngnitude of the rate increase and one also complained that. 
errors ",-ere made by JWC in reading t.he meter. Jft~ subsequently adjusted the 
bills to the cus~r's satisfaction. 

An informal public meeting chaired by Branch engineers W3S held in Cabazon on 
~tober 21, 1986. Fifty custooors at.tended the meeUng: ten made C«!l!lents. 
These customers 10iere concerned with the rna.gnitude of the increase, billing 
errors, and occasional excessive chlorine and air in the W3ter. The president 
of JWC was present at the lIieeting and promised that he would im:nediately check 
and adjust erroneous bills and take care of any other service problerr.s brought 
to his attention. A district engineer with DHS also attended and explained 
that the smll a"'iOUnts of air and chlorine so-r..etimes present in the system ",-ere 
normal and not a health threat. 

The Pranch has drafted a letter of reply to all custo-~rs who have written to 
the Cornlssion about this rate increase (Appendix E). It explains the 
O>~ission's action and will be mailed after the resolution is signed. 

Field investigations of JWC's system "'~re made by Branch engineers on July 2. 
1936 ar,j October 21. 1936. Visible port.ioos of the system were inspected. 
pressures checked, COOlpany recoNs researched and customers inter-vi€'\oo-ed. The 
investigation indicated that J'r.'C·s system is in satisfactory condition and 
provides adequate service. Ho",.:ever, J'r.'e was unable to supply records of water 
production from the spring and the 1oiells. The Branch reco:rnends that J}.'C be 
ordered to OO:.1iply with General Order 103 (G.O. 103) I Rules Governing Klter 
Service. by installing a suitable measuring device or otherwise determining 
production at each source of supply. J'r.'C should be allO',,-ed to file an advice 
letter to begin recovering the reasonable cost of such installations after they 
have been put into operation. 

JWC's "''ater quality is in compliance with DHS requireal€nts. There are no 
outstanding CoTiT..ission ordei's requiring system irnprovements. JWC's multiple 
sources of water supply aod large storage facility together provide ample water 
supply and all custo:!i€rs are metered. Therefore. a water conservation prograll 
is not needed at this time. 

By Decision 86-05-0611 the ~ission adopted a new policy effective May 28, 
1986 calling for recovery of up to 50~ of water companies' fixed expenses 
through service charges. The new policy also calls for phasing out lifeline 
rates and allows for reduction of multiple blocks to a single block • 
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The present. metered rat.e schedule Consists of a service charge, a Bfeline 
block or 300 cublo feet., and a second block for coos\.l1lpUon over 300 cubic 
feet.. Depending on \.'het.her JWC's spring water Is oonsidered purchased water 
and therefore a variable expense. JWC's service charges may already exceed 50$ 
of it.s fixed expenses. The Branch's l'eC¢C1neooed rate structure therefore 
places t.he increase on the connodity charge and converts the existing t.loo') 
C<IC!rOOdit.y blocks to a single block. The result.1ng C«1TIOdUy charge Is still 
less than the aggregate COOIn<>dUy charges shown in the customer noUce and will 
give cus~ers In this generally low iO¢Ome area a better oppOrtunIty to ltrnlt 
their bIlls by controlling usage. 

At the &'anch's recoonended rates the monthly bIll for the average metered 
cust.()'T~r using 10 Ccf will increase fro:D $10.00 to $1~.80 or 28.0~. A 
comparison of pl'esent. and recomnended rates is Soo;,"!l in Appendix C. 

As noted previously, there is an unresolved question as to whether certain 
faoilities used to supply W3ter to the system are properly classified as part 
of the utility. JWC has two wells in its service territory Which are probably 
capable of providing suffioient. water most of the year. In'C·s owner has also 
developed a spring on the mountainside about t-1/2 miles south of its territory 
and a V:lter tank and treatment facility on the mountainside about 1111 mile 
south of its territory, all on land he O;''I1S. It is advantageous to """CiS 
customers to rely as much as pOssible on the spring source and associated 
facilities because, although the well water is healthful, the spring water 
is of higher quality, pumping is not required, and the tank provides storage 
much greater than needed and at an elevation sufficient to pressurize the 
system • 

JWC's o;''ner considers the spring, trans~ission main, storage tank, treatJ.Lent 
facilities, and the associated land as not belonging to the utility. 
Accordingly, he has included in the utility's l>oo-ks of account and in this rate 
request an expense for water purchased from hw.....self and has not. inCluded the 
facilities in rate base. 

Use of the spring and associated facilities is advantageous to custOOl€rs, and 
J'rlC's o ... ner is willing to accept a rate calculated by the Branch to balance 
what the cost would be if the facilities were included as belonging to the 
utility. The O',,'ner's constl"1JCtion records are not. presently available and it 
will take considerable ti1t~ and effort. to rec<>ostruct. ,,'hat the historical cost. 
of the facilities should be. Should the use of the facilities in question be 
withdrawn, the ut.ility's wells ~~uld provide lo~er quality (although not 
unhealthful) water at higher cost. For these reasons, the Branch reccmnends 
that this increase be approved on the basis described. 

The Branch is, hO;,'ever, concerned by the longer teon issue of dedication of the 
spring source and assOCiated facilities to public use. Should JWC's o;,~er sell 
the utility without these facilities, or sell the water elsewhere, JWC·s 
custor...ers would suffer. This issue would most. appropriately be settled in a 
fOroBl proceeding, either at such time as JWC's owner applies for Or...iD.lssion 
authorization for future transfer of the utility or as part. of a formal 
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appl1caUon fO(' a general rate increase. The Branch, therefore. has proposed 
and JWC's O'n"er hls accepted in writing the following ¢OOdit1ons to this rat.e 
increase: 

a) Jensen W~ter Company agrees to protect. t.he spring source and 
transmission. storage and treaklent. faoilities for the benefit. of its 
cust.omers until such t.ime as the issue of dedication of th~e facilities t.o 
publio use is decided by the Oornmission. 

b) Jensen "b.t.er Company agrees that. the Comnission's approval of this rat.e 
increase based in part. on an imput.ed quanUty rate for "'ater delivered to 
the syste:o by Jensen's owner is not. a finding by the Coo:rnission on t.he 
issue of dedicat.ion ~ publio use of the facilities in question. 

0) The o\·mer of Jensen "~ter Company agrees not. to dispose of the land or 
facilities In question separate ~ the utility unt.il the Comrndssion has 
decided t.he issue of t.heir dedication to public use. 

d) The (Ii-mer of Jensen "''3.ter Co.-npany agrees not. to sell the utility 
without prior ~ission approval as required by Public Utilities COde 
Sect.ions 851-85~. 

With JWC's O'ft'I1er's acx:eptance of these conditions, the Branch l"eCOOIneoos that 
the ('(:mnission authol'ize an increase of $11.410 or 21.0~ which would increase 
est.imated annual operating revenue fcorn $~2,310 at present rat.es to $53,120 at 
the recoorr..eoded rates contained in Appendix B. This increase provldes a 10.S0l 
rate of return on rate base. 

• The Comission's opinion, after investigation by the Branch, is that: 

a. The Branch's reCOJr'..ended sl.l'!Inr3.ry of earoings (attached as Appendix A) 
is reasonable and should be adopted. 

b. The rat.es rccCfltended by the Branch (attached as Appendix B) are 
reasonable and should be adopted. 

c. The quantities (Appendix D) used to develop the Branchls recoarnendations 
are reasonable and should be adopted. 

d. J~C should be required to use a 3.33l composite depreciation rate until 
a fUture depreciation study reviefted by the Branch indicates that a 
revision is warranted. 

e. J'/r:C should be required to show on its books of account and in its 1986 
annual report. to the O:mnission the retirEnent. of two tanks and a 
concrete reservoir which are in poor condition, not. in use, and not 
likely to be useful in the cuture. 

f. ']wC should be required to record on its books of account the utility 
plant and depreciation reserve beginning balances upon Which the 
average amounts adopted in this resolution are based, and to revise 
its 1986 annual report accordingly. Those balances are: plant. in 
service, $1~~.380 as of January 1, 1986; and reserve for depreciatiOn, 

• $72,160 as of January I, 1986. 
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g. JWC should be ordered to comply with 0.0. 103 by installIng a suitable 
roeasuring device or 6ther",1se determining producUon at each source of 
supply. '-'WC should be allo...-ed to file an advice letter t.o begin 
recovering t.he reasonable cost of such installations after they have 
been put into operation. 

h. This increase should be granted subject to conditions agreed to by 
Jir:Cts owner aimed at. preserving the benefit.s of '-'WC1s spring S6urce 
and associated faoilit.ies for JWC's customers unt.il such time as the 
issue of t.heir dedicat.ion to public service is det.enmined, as 
described herein. 

1. Approval of this rate increase based in part on an imputed quanUt.y 
rate for Wlt.er delivered to t.he syst.e:n by J'rlC's o;''ner is not. a finding 
by t.he Co...""rnission on the issue of dedication to public use of t.he 
facilit.ies in question. 

THE {::Ot{J,ISSION FINDS that. the increased rates hereby authorized are justified 
and tMt. the present. rates are for t.he future, unjust. and unreasonable. 

IT IS R&SOLVED that.: 

1. Authority is granted under Public Utilities Code Section "5~ for Jensen 
~~ter Co~pany to file an advice letter incorporat.ing t.he summary of earnings 
and revised rate Schedule No. 1 at.tached to this resolution as Appendices A and 
B, and concurrently to cancel the presently effective rate SChedule No. 1. 
SUch filing shall comply with General Order 96-A. 

2. The effective date of the revised rate schedule shall be t.he date of 
filing. 

3. Jensen Water Company shall use a 3.33. compOsit.e depreciation rate until a 
future depreciatIon study reviewed by the Water Utilit.ies Branch indicates that 
a revision is ~~rranted. 

lj. Jensen Water Company shall show 00 its books of account. and its 1986 
annual report. to the Coomission the retirement. of tw":> tanks and a concret.e 
reservoir ... i1ich are in poor condition. not. in use, and not. likely to be uset"ul 
in the future. 

5. Jensen Water Company shall record on it.s books of acoount. the utilit.y plant 
and depreciation reserve begir~ing balances upon ~~ich the average a~t.s 
adopted in this resolution are based, and shall revise its 1986 annual report. 
accordingly. 

6. Jensen Water Company shall comply with G.O. 103 by installing a suitable 
geasuring device or otherwise determining production at each source of supply 
within 180 days of the effective dat.e of this resolution. Jensen Water 
Company is authorized to file an advice let.ter to begin recovering the 
reasonable cost. (If such installations after they have been put. into operation. 

1. Jensen Water Company shall protect t.he spring source and transmission. 
storage and treatment facilities located on the mountainside south of its 
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scrvlco terl'itory for the benefit ot its ¢ustomers unt.il su¢h t.ime as t.he 
issue of dedloaUoli Of those faoiUties to pubUo use Is deoided by the 
Coonission • 

8. The owner of Jensen Water C<>mpany shall not dlspose of the land or 
faoilities referred to in (Kodcrlng Paragraph No. 7 above separate fr(Q the 
ut.ility until tho C<xrmlssion has decided the issue of their dedicat.ion to 
publio use. 

9. The owner of Jensen Water Gxnpany shall not sell the utUity wlthout prior 
Commission approval as required by Publio Utllities Code Sections 851-85~. 

10. This resolution is effective today. 

I cel'Ufy that this resolution was adopted by the Publio Utilities Coomlssion 
at its regular meeting on tby 13, 1987. The follOwing Q:mnissioners apPfX)ved 
it: ' \ . , ! / ; 

STANLEY W. HULETT 
President 

DONALD VIAL 
JOBN B. OHANIAN 

Commissioners 

Commissioner Frederick R. Duda 
being necessarily absent, did 
not participate. 
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VlcroR:n/.l!EI~ " 
Exooutive~Direct.or", . 

. (I II I \ \ . 

Commissioner G. Mitchell Wilk 
being necessarily absent, did 
not participate, 
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APPENDIX A 

• Jensen Water Company 

SUMMARY OF EARNINGS 
(Estimated Year 1986) 

: Utl1lt~ Estimated : Bl'anch Est.imated • • 
: Present. Requested: Present : Requested: • • 

Item : Rates Rates Rates Rates :Adopted: 

Operating Revenue $38,996 $60,~3' $~2,3tO $65.230 $53.120 

Operati~ EXpenses 
I\Irchased \r:ater 11 ,830 11,830 1'1,280 1lj,28O 1lj.280 
I\lrchased POt.:er 5.616 5,616 '1,100 ~, 100 11.100 
Payroll 12.600 12.600 12,600 12,600 12.600 
~aterlals EXpense 2,193 2.193 2,290 2.290 2.290 
Offioo SJpplies 1,085 1.085 515 515 515 
Acoounting & Legal 900 900 250 250 250 
General Expense 1.264 1.264 2.260 2.260 2,260 
Vehicle Expense 125 125 125 125 125 
Office & Storage 1.200 1,200 1,200 1,200 1,200 
Unoollect.ibles 100 100 100 100 100 

Total Expenses $4lj,113 $"",173 $38,320 $38.320 $38,320 

• Depreciation 5.180 5.780 lj,6OO ",600 ~,600 
Property Taxes 360 360 360 360 360 
Incooe Taxes 200 200 200 5 1090 2!II15 

Total Deductions $50,513 $50.513 $43,480 $48,310 $"5,695 

Net Revenue ($11,511) $ 9.918 ($ 1,110) $16.860 $. 8,025 

AVer. Fate fuse 

Average Plant. $150,760 $150.760 $1114.380 $14".380$1"",380 
A\'erage Depr. Res. 66,316 66,316 14."60 1lj.46O 111,460 
Net Plant. 8/1./l411 81I,III111 69,920 69.920 69,920 
Less: Advances 0 0 0 0 0 

Contributions 0 0 0 0 0 
Plus: Work ing Cash 2,500 2,500 6,450 6."50 6,"50 

}lat'}. & &Jppl. 1,100 1.100 0 0 0 

Rite Base $86.611" $86.6"" $76.310 $16.310 $76.310 

Rate of Return Loss 11.19$ Loss 22.081 10.50$ 

• 
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APPENDIX B 

SChedule No. 1 

GEh'ERAL H&TEREO SERVICE 

APPLICABILITY 

Applicable to all metered service. 

TERRITORY 

The area kilo}..'!') as Cabazon Estates Nunber Two. located in pOrUons of 
the City of Cabazon. and vicinity. Riverside County. 

RATES 

Quantity Rates Per ¥~ter Per ~~nth 

All "''ater. per 100 cu.ft. • •••••••• I ••••••••• 

Service Olarge 

For 5/8 x 3/~-ioch ~eter •••••••••••••••••••• 
For 3/~-inch meter •••••••••••••••••••• 
For 1-inch ~eter •••••••••••••••••••• 
For 1-1/2-inch meter •••••••••••••••••••• 
For 2-ioch ~eter •••••••••••••••••••• 
For 3-ioch rr;eter •••••••••••••••••••• 

$ 0.81 

$ ~.70 
5.15 
7.05 
9.ljO 

12.70 
23.50 

The Service Olarge is a readiness-to-serve charge which is 
applicable to all metered service and to "'tlich is to be added 
the monthly charge co:nputed at the Quantity Rates • 

(1) (C) 
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APPENDIX C 

OOMPARISON OF RATES 

A cooparison of present. and Branch's recoanended rates for met.ered service Is 
.s~:'~~i 1:;~lv· .. : 

ME'il:RED SERVICE 

Service Olarge: 

for 5/8 x 3/~-inch meter •••••• 
For 3/~-lnch meter •••••• 
For 1-inch meter •••••• 
For 1-1/2-ioch meter •••••• 
for 2-ioch meter •••••• 
for 3-ioch meter •••••• 

-' 
QJantlt.y Rates: 

Per ~ter Per }-bnth 
Present. Recommended 
Rates Rates 

$ 11.70 
5.15 
7.05 
9.IjO 

12.70 
23.50 

$ ".70 
5.15 
7.tl5 
9.110 

12.70 
23.50 

First. 300 cu. ft •• per 100 cu.ft. $ 0.1j6 
(Ner 300 cu. ft •• per 100 cu.ft. 0.56 

$ 0.81 
0.81 

Increase 

0$ 
o 
o 
o 
o 
o 

A monthly bill comparison for a 5/B x 3111-inch meter is sho\o.'J1 below: 

Usage Present. Reco:rrnended A-nount Percent. 
100 cu. ft. BUls Bills Increase Increase 

0 $ 11.70 $ !j.70 $ 0.00 0 
3 6.08 7.13 1.05 11.3 
5 7.20 8.75 1.55 21.5 

10 (avg) 10.00 12.80 2.80 28.0 
15 12.80 16.85 !j.05 31.6 
20 15.60 20.90 5.30 3lJ.0 
30 21.20 29.00 7.80 36.8 
50 32.1j0 ~5.2O 12.80 39.5 

100 60. 1)0 85.70 25.30 In .9 
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APPENDIX D 
Page 1 

AOOPl'ED «.JANTITIES 
( 1986 test. Year) 

N3..'Ile of Co:npany: Jensen "-'::it.er Coc:pany 

Net.-t.~ross Mult.iplier: 
Federal Tax Rat.e: 
Stat.e Tax Rate: 
Local Franchise Tax Rate: 
Business License: 
Uncollectible Rat.e: 

Expenses 

1. Purchased Power: 

N/A 
15.0~ 
9.6~ 

o 
o 
o 

Southern California Edison COmpany 

Total Cost 
k'ft'h 
Efr. Sch. late 
$!k;''h used 
Rate Schedule 

2. Purchased Wlter: 
Total Cost 
Ccf 
$/Ccf 

3. Punp Tax-Replenisttnent Tax: 

lj. Payroll 

5. Ad Valorem Taxes: 
Tax Pate 
Assessed Value 

Service Connections 

~~ter Size 

5/8 x 3/4" 
211 

.......................... ............................. 
Total 

Ketered Water Sales Used to Design Rat.es: 

Usage. Ccf 

$'1,100 
"0,050 
9/9/86 

0.10238 
GS-l 

$1",280 
"7.600' 

0.30 

None 

$12,600 

$360 
1.30H 

t27,552 

350 
1 

351 

42,000 

• I Mttmated from sl<'roge tarak meter-spring source is umJet.ered. 



APPENDIX D 
Page 2 • ADOPTEO TAX CALCULATIONS 

Line 1986 
No. Item AdO(:!ted Rates 

CCFT FIT 

1. Operating Revenues $53,720 $53,120 

2. Operating Expenses 38,320 38,320 
3. Taxes Other Than Income 360 360 
II. Tax Depreciation lj ,600 11,600 
5. Interest 0 0 
6. State Income Tax 1,000 

1. Sub-total Deduction 113,280 II~ ,280 

8 State Taxable Income 10,11110 
9. Sta te IOC<>"'-A: Tax 1,000 

10 Federal Taxable In~~ 9,11110 
11. Fadera 1 Income Tax ... 1,'n5 

• 12. Total InC()l'"~ Tax 2,'n5 

• 



'.-.: ~

• 

. . 
• 

• 

• 

• 

APPENDIX E 

10 AlL PARTIES \\'00 HAVE WRITTEN TO THE co."MISSION REGARDING JENSEN WATER 
OY.-'.Pl:..':Y·S REQUEST TO RAISE ITS RATES. 

Dear {)Jsto:oor: 

~ September 2~, 1986, Jensen Wlter Company notified its customers that. it "'as 
applying to. the Camdssion for authorization to increase it.s water rates by 
55.0$. After considering all factors presented, the COomission has authorized 
Jensen to raise its rates by 21.0~. For metered custorr~rs using an average of 
10 Cof (hundred cubic feet) per month this will mean an increase in the monthly 
bill to $12.80 from $10.00. 

Before the increase was granted I the Cocnissioo staff made a thorough analysis 
of the coopany's operatiOOs and all aspects of its rate increase proposal, 
ioolooing its revenues, expenses, plant investment and quaUty of service. As 
a result, the Coairlssion authorized only about half of ,,'hat the company 
requested. Jensen's last rate increase "'as in 1982 and the utility has been 
operating at a loss Q~er the present rates. 

In establishing rates, the ~isslon's role is twofold. It attempts to keep 
customer rates as low as possible ,,'bile at the same t1rr.e a11o\ling the utility 
to cover operating expenses and receiVe a fair return on its investment in 
"'3ter plant. This allows the CO:Iip-lny to continue to provIde service and to 
attract the capital needed to replace plant for the future. You may be assured 
that Jensen's request "''as thoroughly revie'r.-ed by the O::mnission staff before 
this change in rates was authorized. 

'r:e appreciate the tin;e you took to provide your views on the proposed rate 
increase. If you have any questions please call Richard Finnstro:n at 
(213) 620-2588. 

Very truly yours J 

WESLEY FRANKLIN J Ollef 
~ater Utilities Branch 


