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PUBLIC ViILlTIFS OOtflISSION OF mE STATE OF CALIfORNIA 

{} /tAj ~-~, ,-C!, 

0-/1 

EVAWATION & oo-IPLJANCE DIYISlOO 
water UtIlities Branch 

RESOLUtION NO. W-3365 
DATE: June 15. 1981 

RESOLUTION ----------
(RES. W-3365), HACIENDA WATER oo-tPANY (~C). ORDER 
AlJrHORIZING A GENRRAL RATE INCREASE POOOOCIOO $6. 78~ OR 
31.~~ ADDITIOOAL ANNUAL REVENUE IN 1981 AND A FUR'Tt{ER 
INCREASE OF $~3' OR 1.5J IN 1988. 

lrrlC, by draft advice letter aocepted by the Water Utilities Branch (Branch) on 
November ~, 1986, requested authority under Section VI of General Order 96-A 
and Section "5~ of the Public Utilities Code to increase rates for water 
service by $16,890 or 81.6J in 1981 and $2,450 or 5.8$ in 1988. lMC estimates 
that 1981 gross revenue of $20,710 at prescnt rates would increase to $31,600 
at prOposed rates and wuld produce a rate of return of 11.02J on rate base. 
HWC serves about 1~O metered and 16 flat rate customers in the community of 
Haoienda located 20 miles west of Santa Rosa, Sonom.l County • 

The present rates have been in effect since April I, 1982 pursuant to 
ResoluUon No. W-2951!. dated March 16, 1982, whlch authorized a general rate 
increase. 

The Branch made an independent analysis of HWC1s StI?InaI'y of earnings. Appendix 
A shC1fts lfftCls and the Branch's estimated SllIUl3.ry of earnings at present, 
requested and adopted rates. Appendix A shows differences in revenues, 
expenses, and rate base. 

The difference in the estimates of revenues is due to HWC's failure to inolude 
revenues f~ four cus~ers whose meters were inoperative, and to HWC's 
deduction of an uncollectible a'DOUflt. Inoperative meter reveoue should be 
estimated and included in total revenue in that it constitutes revenue 
available to ~iC but not collected due to ~~'s failure to properly maintain 
its meters, and \lIlOOllectibles. if any, should be accounted for in the 
appropriate expense account J not by reducing the estimates of revenue. 

The differences in estimated expenses are in power, other' volune related 
expenses, materials, transportation. uncollectibles, office rental. 
professi~l services, insurance. depreciation, propert.y taxes, payroll taxes 
and illOOJ:.e taxes. 

In arriving at its $IJ,270 figure for purchased power. HWC used 1986 power rates 
and estimated it w::>Uld use the same amOunt of punping power in 19S7 as it did 
in 1985. The 1985 power usage was extraOl"dinarily high because ~ replaced 
three storage tanks that year and had to substitute punped water for its usual 
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spring water supply during the oonstrucUon. No such coostruotioo is planned 
for the future. so the ~anch's esUma.te is based on the average elootrl0 pOwer 
usage per connecUon for t.he last. eight years and the lat.est. power rates. 

INC estimated not.hing for other volune related expenses. instead OOOIbining its 
other volune related expenses into its $1,050 mterials expense estimate. The 
Brandl examined both account.s, accepted HWC's total figu~J and reclassified 
the amount. as $185 In other vohlne related expenses and ~5 in mter1als. 

INC's $1, S10 t.ransportation expense estimate is based on a much higher mileage 
figure and cost. per mile t.han t.he $550 figure est1mted by the &'anch. ",fiC's 
owner uses his vehicle primarily to coomute to his regular job and in his other 
business ventures. The Branch rode an est.imate of t.he mileage necessary to 
operate and maintain t.he water company and used $0.21 per mile. the rate 
current.ly allo~~d by the !ntennal Revenue Service for business mileage. 

HWC estimat.ed $500 in t.he uncollectibles expense category and another t650 as a 
deduction to revenues as noted earlier. This is an extraordinary high 
percentage OJ) considering that. most. small wat.er companies have 
unoollectibles rangtng from zero to ",~1l under one percent.. HWC has not. kept 
its tariff book up t.o date and has not. been applying depOSit. and cutoff 
p~dures. The Branch bel ieves that. the rigorous ap;>lication of its eXist.ing 
rules and conditions would effectIvely eliminate unoollect.ibles and has 
therefore estimated t.hem as zero for rat.snaking. 

HWC estimated an office rental expense of $690 for partial use of the owner's 
ho:ne which is also shared with other nonutility enterprises. The Branch 
believes its estimate of $300 is a fair value for this use considering there is 
no area set. aside as a utility office, it. is distant from the service area, and 
trllC has recorded no expense in this category for previous years. 

frllC's estim3te for professional services of $160 is based on the arount allo~'ed 
in the previous rate case. In that proceeding trfl'C was admonished to acquire 
outside accounting help; H'ft'C did not do so and its records are st.ill very 
poorly maintained. The Branchls estimat.e for professional services is zero 
because H'fiC has recOi"ded nothing for this account during the past three 
years. The Ir-anch still reC<>1!l:Lends H'1'lC obtain accounting assistance and 
include an appropriate expense amount in its next. general rate case. 

HWC's estimate for insurance is $2,830 wile Ir-anch's estimate is zero. H'ft'C 
carries 00 liability insurance at present. Should it later obtain insurance, 
INC should apply for an offset under the O:.:alission's liability insurance 
offset. policy. 

The Iranch's estimate of depreciation expense is less than HWC's because the 
Branch had a lower plant balance based on reconstructing the plant acoounts 
frooI the last rate case in 1982 forward as explained later. The Branch also 
used a slightly lower depreciation rate reflecting t.he longer projec~ lives 
of HWC's recent plant additions. 

The Iranch's est.imate of property taxes is lower thail HWC's. HWC1s estimate of 
$1,010 was based on a recent tax bill which included penalties and interest for 

-2-



, 
.' 

• 

• 

• 

unpaid taxes in a previous period. The Branch's est.1m:lte of $638 inoludes only 
property tax applicable to 1981. Penalties and unpaid back t9.xes shOuld not. be 
inolooed as a norml property talC expense. 

HWC's esU.mate of payroll taxes is $1,030. The Branch fo\lld that. no salaries 
have aotually been paid but that. the equivalent al'!)ount. has been t81<en out. of 
Ule «mpa.ny as r.at. earnings. The Branch thel'efore believes that. 00 allowance 
fO(' payroll taxes should be mde. 

The differing estimates of income taxes are due to differing revenues. expenses 
and rate base. 

The Branch's est.imate of rat.e base Is lO\oo"er than HWC's because of differences 
In average plant, depreciation reserve, and materials and supplies. 

The Branch's estimate of average plant is significanUy lower than HWC's 
because the Branch went back to HPlC's last general rate case in 1982 and 
corrected accunulated errors by recalculating the annUlI plant balances from 
that. point. forward. One major error causing a difference of $8,930 occurred in 
1982 when iffi'(: recorded the plant. improvements estimated for ratemaking purposes 
by the Branch as though they were aC<.'()mplished plant additions. Other errors 
included failure to retire from the books the amount of old plar.t. replaced by 
new installations. The Branch inch.rled $1,6211 as the replacanent cost. of a 
pmp which burned out possibly due to a fault by the electrio po'ft-er company. 
HWC has filed a claim for da.'Mges. SlOuld PG&E accept. the reSpOnsibility for 
the damages and pay for the new punp it should be reflected on the books as a 
credit to plant. The Branch also. included $3,300 in its estimated 1981 
additions as the cost of a replacement tank for one that is now leaking. The 
Branch should review whether PG&E compensated H'IIlC for the pllDp and whether the 
new tank was installed When H'~~ files for the 1988 attrition step increase in 
November. Appropriate adjustlr.ents should be ma.de to the step increase if 
warranted • 

The Branch's estimate of depreciation reserve is 10,","8r than 1r",'C·s for the ~e 
reasons stated in the previous paragraph for average plant.. 

To prevent fUture inconsistencies bet~"een the figures adopted by the Commission 
and the figures sho"'''O in H'lle's amual reports, the Branch recotmlends that If':C 
be directed 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 reflect those balances in its 1981 annual 
report to the O:x!nIission. Those balances are: plant in service, $89,360 as 
of December 31, 1986i and reserve for depreoiatioo, $,,~,009 as of December 31, 
1986. 

The iranoh's estimate of materia-ls and supplies is $1,000 higher than Hft'C's in 
renection of IUe's recent acquisition of a standby punp and motor. 

The st.mnary of earnings submitted with HWC's rate increase request. prOduces a 
rate of return 00 rate base of 20.23~ at proposed rates. The Br-anch's S\.lIlllary 
of earnings shows a rate of return of 10. 50~ at its recom:nended rates. This is 
the mid point. of the rate of return range (10.25~ to 10.75~) recomnended for 
snall water ut.ilities with 100~ equity financing by the Accounting and 
Financial Branch of the Evaluation and Compliance Division. 
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The at.t.rition allowance is in t.he fOf'llt of a step rate increase to oompensate 
INC fot" the anUoipated drop in the return on rate base bet.ween 1961 and 1966 
due to operating expenses rising faster than operating revenue, primarily 
be¢ause of inflaUon. An attrition allowance of $1J31 for 1968 will maint.ain 
the !ranch's reoorrmended 1().50J rate of ret-um on rate base. 

~C was informed of t.he Branch's differing view of revenues, expenses, 
rate base and rate of return and has st.ated that it aooepts the }ranch's 
estimates. 

A notice of the proposed rate increase was mailed to all customers in mid 
Novanber of 1966. Ten letters protestittg primarily the sire of the rate 
increase "''ere received. (be cust..oroer furnished a l6ng list of alleged service 
deficiencies Which were investigated by a Btanch engineer and found mostly t.o 
be unsupported. 

Approximately 35 cust«ners attended a public meeUng held on Mlrch 9, 1981 with 
the Branch staff and representatives of HrlC. The major concern of t.he 
customers was the proposed high rates. Several customers complained of not 
having received sufficient advance notification when major system repairs 
required temporary shutoff of the water supply. HWC explained that it has 
tried to notify everyOOdy in advance. However, ooUficatioo is difficult 
because this is partially a resort area and premises are frequently vacant. No 
major construcUon which will require outages Is scheduled: in the near future, 
so the &-anch believes 00 corrective action is necessary. Several customers 
praised the utility for its service considering the difficult terrain • 

The &-anch has drafted a letter ()f reply to the cust«ners who wrote to the 
Cornrnission about this increase. It explains the Oornrnission's action and will 
be mailed after this resolution is signed. The draft letter is attached as 
Appendix E. 

A field investigation of H~'s system was made on March 9 and 10, 1981 by a 
member of the Branch. Visible portions of the water sysl€m were inspected I 
pressures checked, cust.oroers and company employees intervie",-ed, and methods of 
operations checked. The investigation indicated that service is satisfactory. 
Hft~'s system is in compliance with the requirements of G.O. 103, Rules 
Governing Water Service. 

The Sonoma Comty Enviromental Health Deparment has stated that HWC meets 
state standards based on periodic tests which it COOducts or monitors. Jfft'C's 
multiple sources of water and storage facilities together provide ample water 
supply and most. customers are metered. Therefore, a water coosel'Vation progra:n 
is not needed at this time. 

INC serves mosUy metered customers. HWC's metered rate schedule consists of a 
service charge, a lifeline block of 300 cubic feet, and a seoond block for 
OOflStllIption over 300 cubic feet. The Branch proposes to revise the metered 
schedule to a service charge which recovers 50.0~ of }MC's fixed expenses and a 
single metered quantity rate. This is consistent with the Coomi58ioo's rate 
design policy for small water companies established by Decision 86-05-06~ 
effective Mly 28, 1986 which calls for phasing out lifeline rates, allows for 
reduction of mu1 tiple blocks to a single block J and calls for recovery of up to 
50~ of fixed expenses through service charges. 
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At. t.he E\'anch's reoomnended rates, the monthly bill for a t.ypical met.ered rate 
cust«ner wuld increase fr«n $1\ .15 t.o $ 15.1 ~ or 33 .S$. A O(XIlparlson of the 
present. and reOOOl!leoded rat.es is shOwn in Appendix C. 

The Brar'l¢h 1'Cc>x.nends HIlt tho ('omission authorize an increase of $6. 7e~ or 
31.~J for 1931 and an at.trition step increase of $~31 or 1.5J in 1988 at the 
reoouneoded rates cootained in Appendix B. These increases provide a 10.5. 
rate of retum on rate base for both years. 

FINDINGS 

1. The Branch reCO!n'Lended sl.lT.).lry of earnings (A~nd1x A) is reasonable 
and should be adopted. 

2. The rates recomended by the Branch (Appendix B) are reasonable an.:J 
should be authorized. 

3. The quantities (Appendix D) used to develop the Branch's 
recoor.endation are reasonable and should be adopted. 

",. H't'I'C should be required to recoN on its books of account the utility 
plant a~d depreciation reserve beginning balances upon which the average 
amounts adopted in this resolution are based, and should reflect thOse 
balances in its 1981 annual report to th~ Coarnission. ThOse balances are: 
plant in service, $89,360 as of Dece~ber 31, 1936; and reserve for 
depreciation, $1"'.009 as of December 31. 1986. 

• 5. An attrition step increase of $"'31 (1.5~) should be allo .. -ed for 1988. 

• 

IT IS ORDERED that: 

1. Authority is granted under Public Utilities Code Section ~5'" for 
Hacienda )r..'3.ter Qxnpany to file an advice letter incorporating the sl.l1'l!lary of 
earnings and revised rate schedules attached to this resolution as Appendices A 
and B, respectively. and coocurl'ently to cancel the presently effective rate 
Schedule Nos. 1 and 3. Slch filing shall comply with C-enera1 Order 96-A. The 
effl~tive date of the revised rate schedules shall be the d:.lte of filing. 

2. <XI or after Novanber 15. 1981, Hacienda Water Qxnpany is authorized to 
fHe an advice letter, with approprIate workpapers, requesting an attrition 
step rate increase of $"'31 or to file a lesser increase in the event that "",'C·s 
rate of return on rate base, adjusted to reflect the ~ates then in effect and 
normal raternaking adjusments, fOf" the 12 months ended September 30. 198"1 
exceeds 10.51. SUCh filing shall comply with General Order 96-A. The 
requested rates shall be revie .. 'ed by the staff to determine their conformity 
with this resolution and shall go into effect upon the staffls deterrni03.tion of 
conformity. The staff shall inform the Cot."1llission if it finds that the 
proposed rates are not. in accord with this resolutioo, and the O:xrm.issioo my 
then rrodify the incl'ease. The effective date of the revised schedules shall be 
00 earlier than January " 1988, or ~O days after the filing of the attrition 
rates, lffiichever is later. The revised schedules shall apply only to service 
rendered 00 and after the effective date thereof • 
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3. fucienda Water Company shall reooN on its boOks of aooooot. the uUlUy 

plant. and depreolation reserve begInning balances upon which the average 
amounts adopted In this resoluUon are based. and shall reflect. thOse balances 
In its 1981 aMual repOrt to the C¢[IJGission. 

If. This resolution is effective today. 

I certify that this resolution \laS adopted by the Public Ut.ilities Coornisslon 
at. its regular meeting on June 15, 1987. The following Coanissiooers approved 
it:, \.\ ' 1/. 

di.1ikH 
srA.'iIEi W. HULE.'1T 

President 
FREDERICK R. DOOA 
G. HI'IC'HEIL WILl< 
JC«.~ B. CtWHAN 

Ccnnissior.ers 

CCiTo1isS10l.ler [»nald Vlal, being 
necessanly absent, did not 
partIcIpate. 

VlqroR R. WEISSrn, 
EXecuUve ofrec'tor" 

'.-I " , "".,' 
} ., . ) 
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APPENDIX A 

• HACIENDA WATER COP~ANY 

SI~RY OF EARNINGS 
(Es~imated Year 1981) 

: Uti 11t~~Um.'\t~ t Branch Estimated 
:Present : Requested: Present. Requested: • • 

• Itm : Rltes Rates • Rates • Rates :Adopted: . • . ----
Operatln~ Revenue 

Flat. t 1,82~ $ 3,312 * 1,8211 *' 3,312 $ 2,880 
}'~tered ~,886 3~1238 19.711 35,155 25,505 

Tota 1 Revenues 20,710 37,600 21,601 38,1161 28,385 

Operating Expenses 
Purehased POlo:er ~,210 ~,210 3,1~3 3,1~3 3, 1~3 
Other Vol. Rel. Exp. 0 0 185 185 185 
l-b.terials 1,050 1,050 865 865 865 
Contract. W~ri< 720 120 720 720 720 
Trans. Exp. 1,510 1,570 550 550 550 
Uncollectibles 500 5()O 0 0 0 
Ofr. Serv. & Rent 690 690 300 300 300 
Office &lpply 930 930 930 930 930 
Prof. Services 160 160 0 0 0 

• Insurance 2,830 2,830 0 0 0 
Regulatory Exp. 700 700 100 700 100 
Genera 1 Expenses ~O ~O 40 ~O Ito 
Payroll 7.660 7.660 7.660 7.660 7,660 

&lb-Total $21,120 $21,120 $15,093 $15,093 $15,093 

DeprecIation 2.330 2.330 1.173 1,113 1,713 
Payroll & prop. Taxes 2.0~0 2.0~0 638 638 638 
Ioco:ne Taxes 0 2.'DO 9119 ~,855 2.520 

Total Expenses 125.&90 $21,590 $18,453 $22,359 $20.02ij 

Net Revenue ($ 1J,180) $10,010 $ 3.1~8 $16,108 * 8.361 

Rate fuse 

Average Plant. 111.590 111,590 90.112 90.172 90.172 
Average Depr. Res. 24,125 24,125 1~,896 1~,896 '1J,896 
Net Plant 81,1165 81,~65 75,276 75,216 75,276 

Less: Advances 0 0 0 0 0 
Contributioos 0 0 0 0 0 

Plus: Wori<ing <ash 2,500 2,500 2,500 2,500 2,500 
)BUs &: &lJ>Pls 850 850 1,850 1,850 1,850 

Rate fuse $90,815 $90,815 $79,626 $19,626 $79,626 
Rate of Return Loss 11.02~ 3.95~ 20.23% 10.50~ 
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APPLICABILITY 

APPEND1X B 
Page 1 

Schedule No. 1 

GENERAL METERED SERVICE 

Applicable to all W3ter service rendered monthly on a metered basis. 

TERRITORY 

In aoo In Ule vicinity of the unincorporat.ed COOIiluoity of Haoienda. 
Sooo:na COunty. 

RATES 

Service O1:trge Per Meter Per I-bntll 

For 5/8 x 3/~-loch roeler • ••••••••••••••••••• 
For 3/4-1nch ~eter · ................... .. 
For l-ioch meter • •••••••••••••••••• I 

For 1-1/2-1nch meter • ••••••••••••••••••• 

Quantity Rates 

Per 100 cu.ft. . ............................. . 

$ 6.00 
6.60 
9.00 

12.60 

1.62 

The Service Ch3.rge is a readiness-to-serve charge which is 
applicable to all metered service and to Which is to 00 added 
the monthly charge computed at the OJ:tntity Rates • 

(I) 
I 
I 

(1) 

(I) 



\ 

• 

• 

• 

APPLICABILITY 

APPENDIX B 
Page 2 

Schedule No. 3 

ANSUAL FLAT RATE SERVICE 

Applicable to all W3ter service rendered annually on a flat rate basis. 

TERRITORY 

In and in the vioinity of the unincorpOrated coorounity of Hacienda, 
Sono:n3. ('.Qunty. 

RATE Per Year 

Annual flat rate for each single fa~ily 
dwelling or ~~ercial establis~~nt ••••••••••••••••••••• $180.00 (I) 

SPECIAL CONDUIONS 

1. The anmnl chlrge is payable in advance and is applicable for a 
calendar year • 

2. ~~ters may be installed at the option of the utll1t.y, in which event 
service thereafter will be rendered only 00 the blSis of Schedule No.1. 
General ~~tered Service. A coosm.er's request for change fl"'Oro flat rate to 
metered service must be made in writing. 

(End of Appendix B) 
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APPENDIX C 

OOMPARISON OF RATES 

A croparlson of present and Branch's reconteoded rates for metered service is 
shown below: 

KETERED SERVICE Per Meter Per MOnth 
Present Recommended 

Service O1arge: Rates Rates 

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

()Jantlty Rates: 

· ......... . 
• •••• I •••• · ......... . · ........ . 

$ 5.00 
5.50 
7.50 

10.00 

first 300 cu.ft., per 100 cu.ft... 0.90 
OVer 300 cu.ft •• per 100 cu.ft... 1.35 

$ 6.00 
6.60 
9.00 

12.60 

Per 100 cu. ft. •••••••••••••••••• 1.62 

FLAT RATE SERVICE Per Service Per Year 

Single fa~ly dwslling or 
COOffiercial establish~ent •••••••••• 114.00 )80.00 

Percent. 
Increase 

A monthly bUl comparison for a 5/8 x 3/11-inch meter Is sho;,,.. below: 

Usage Present. Recocnended koount Percent. 
100 cu. ft. Bills Bills Increase Increase 

0 $ 5.00 $ 6.00 $ 1.00 20.0 
3 7.70 10.86 3.16 fl1.0 
6 (avg) 11.75 15.12 3.97 33.8 

10 \1.15 22.20 5.05 29.4 
15 23.90 30.30 6.~O 26.8 
20 30.65 38.~0 1.15 25.3 
30 41J.15 51J.6O 10.45 23.7 
50 71.15 81.00 15.85 22.3 

tOO 138.65 168.00 29.35 21.2 
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APPENDIX 0 
Page 1 

AOOPTED QUANTITIES 
-[1987 Test Year) 

N~e of Company: fuoiervh Water Company 

Net-to-Gross ~lttplier: 1.30lla 
Federal Tax Rite: 15.0J 
State Tax Rate: 9.6~ 
weal Franchise Tax Rate: OJ 
Business License: 0.0 
Uncollectible Rates: 01 

~penses Test Year 1937 

1. Pu~hasej POft~r (Electric) 
Pact fic Gas and Electric Oxnpany 

Total Cost. ($) $3, tlt3 
klr-'h 311020 
Err. Sch. 03t.e 917/86 
$lklr.."t used 0.09238 
Rate Schedule PA-t 

2. f\Jrohased Water: None 

3. Pump Tax-Replenishment. Tax: None 

It. Payroll: $7,660 

5. Payroll Taxes none 

6. Ad Valorem Taxes: $638 
Tax Rate 1.201 
Assessed Value $53,165 
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APPENDIX 0 
Page 2 

ADOPTED QUANfITIES 
-rl~1 Test Year) 

Servl~e Oonne~tlons 

1. K:ter SI ze 

Line 
No. 

1. 

2. 
3. 
1.1. 
5. 

6. 

7 
8. 
9 

10. 

1\. 

5/8 X 3/qll ••••••••••••••••••••••••••••••••• lq() 
(6 additional oonnections oonsidered inactive) 

2. J-btered \bter Sales Used to Design R",tes: 

Total C¢f 

3. Flat Rlte 

........................ ,. ........ . 9,516 

Single fa~ily dwelling or 
oor~erolal establishment •••••••••••••••••• 16 

ADOPTED TAX CALCtLATIONS 

1981 
Item Adoe:ted Rates 

O::F'l FIT 

Operating Revenues $28,385 $28,385 

o & M Dcpenses 15.093 15.093 
Taxes Other Than InCOffie 638 638 
Tax Depreciation 1.713 1,713 
State Income Tax 1,0115 

$;b-total Deduction 17.50'l 18.5~9 

State Taxable Incorr~ 10.881 
State Inco:rie Tax 1.0~5 
Federal Taxable Income 9.835 
Federal Iooo:ne Tax 1.415 

Tota 1 Incv:ne Tax 2.520 

(End of Appendix D) 
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APPENDIX E 

TO C~ERS 'ft'ID HAVE WRITtEN TO THE ro:-tiISSION REGARDIOO HACIENDA WATER 
COOPANY'S ROO)ESf FOR A 81.6~ RATE INCREASE. 

Dear Q.lst<XD€'r: 

In November 1986, Hacienda Water COmpany (Hft~) notified its customers by mail 
that it was requesting authority from the Public Utilities COmmission to raise 
its rates for ~ter service by an average of 81.6~ in 1981. After considering 
all factors presented I the Cocrnission has authorized an increase in gross 
annual revenues of $6,184 or 31.lj~. For a typical customer, this will mean an 
increase in the monthly bIll from $11.15 to $15.12. 

Follo;ring HWC's request, the Co:tnission staff conducted a thorough 
investigation of the company's operations incluiing an analysis of the revenue, 
expense, and plant investment data which the utility relied on for its 
proposal. The staff mde adjustments to H',.'C's estimates and reoomnended th3.t 
the Co.-mission authorize the smaller increase. The major reason for the 
increase is to cover increased operating expenses. 

In response to Hft~'s notice, ten custooer letters were received protesting the 
magnitude of the increase. Subsequent.ly, a public meeting was held on March 9, 
1931 • 

The Counlssion is aW3.re that the percentage increase gl'anted is large; oor.'ever, 
this utility has been operating intemitt€nt.ly at a loss for several years. In 
addit.ioo, H',.'C has had to replace three of its storage tanks in the past t~ 
years and my have to replace a fourth in the near future. The last increase 
was granted in 1982. 

In establishing rates, the CoaIDission's role is twfold. Rates must be kept as 
low as possible and, at the sa'Uc time, be sufficient to cover operating 
expenses and provide a fair return on the utility's investment in its water 
system. You my be assured that the utility's request was thoroughly revie ... -ed 
and evalU3.ted by the Conrnission staff before this increase was gl'anted. 

We appreciate that you took the time to provide your opinions 00 the pr6pOsed 
rate increase. If you have any questions, please call Ernst Koolle of OlW 

staff at (415) 551-1903. 

Very truly yours, 

WESLEY FRANKLIN, Olief 
WaleI' Utilities Branch 


