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PUBLIC UTILITIES OQHMISSION OF THE STATE OF· CALIFORNIA 

EVALUATION & OO{PI..IANCE DIVISION 
Water Utilities Branch 

REroWTION NO. '11-3366 
July 8, 1981 

(RES. \1-3366), FOO"nlILL DITCH OO{PANY (FOC). ORDER 
AUTHORIZING A GENERAL RATE INCREASE PRODUCH)3 $111,880 
OR 28.6~ AOOITIONAL GROSS JJ~UAL REVE.WE. 

FOC, by draft. advice letter accepted by the Water UtUities Branch (Branch) on 
February 13, 1981, requested authority under Section VI of General ONer 96-A 
and Section 11511 Of the Public Utilities Code to increase rates fOl' water 
service by $15,110 ()f" 28.6~. FOC est.imates that 1981 gross revenues Of $52,900 
at. present. rates would increase to $68,000 at. proposed rates and would produce 
a rate of ret.urn of 9.10~ on rate base. fDC: serves 19 active irrigation 
customers east. of EXeter, 'l\Jlare Count.y. 

The present. rates have been 1n effect. since March 5. 1982 pursuant. to 
Resolution No. W-2939, dated February 11, 1982, wich granted a 21.3~ general 
rate increase. 

The &'anch made an independent. analysis of FDC's sl.J1lT...IClry of earnings. Appendix 
A $hws FDC's and t.he Branch's est.imated sL£oJTJary of eamings at. present, 
requested, and adopted rates. FOC and the Branch differ in their estw..ates of 
revenues, expenses and rate base. 

The difference in operating revenues is due to a di ffereoCe in estLl'Bates of 
water usage. FOC and the Branch agree on water deliveries and water sales 
covered by the minirrlln entit.lerr.ents, but differ in predicting apparent. sales 
(minLroun entitlement.s plus sales of unused ent.it.lements plus addit.ional 
sales). FOC's apparent sales figure was derived by factoring up water 
deliveries based 00 an unsupported historical figure for the ratio of apparent. 
sales to water deliveries while the Branch's is based on the average recorded 
apparent. sales for the past. six years. 

The differences in est.imat.es of expenses are in oootract work, professional 
services, propert.y taxes and iocane taxes. 

FOC's C«ltract work cat~gory includes the salary. benefits and lXiyroll taxes of 
the ditch tender provided by Rocky Hill, Inc., the parent. finn, and other 
miscellaneous services providoo by Rocky Hill. FOC est.imated $27,300 for 
contract. work by adding an a'OOUnt to cover dit.ch cleaning, repairs and 
inflation to the average expense for the last five years. The Branch removed 
$1,350 based on records sOO-.dng the proportion 9f his t.ime the ditch teooer 
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worked for Rocky Hill rather than FOO, and reduced Frets est.imate by a further 
$2,700 to refleot. the fact. that the major ditch oleaning included in FDCts 
estimate ~~s only abOut. every two years. 

Both F~ and the Branch used the saone average reool'ded professional services 
expense for the previous five years as a base and added an allowance for rate 
case oonsulting work spr-ead over three years. FDC's estimate for rate case 
consulting of $1,350 ($~50 per year) seriously underestimated the a'flOUnt. of 
work to be done. The Branch's est.imate of $'1,950 ($.1 650 per year) for rate 
case consulting is based on later data and more olosely approximates the ach\ll 
amount. FOC IDS spent.. 

The Branch's property tax figure is the SUll of the current. assessed valuation 
times the tax rat.e ($.3lj2), an ongoing special assessment. ($50), and a one-time 
special assessment. spr-ead over three years ($31). FOC's figure is lower 
because FOC made an error in t.ranscribing figures and neglected a portion of 
the speoial assessments. 

The &"anch's figures for income taxes are higher than FDC's because FOC 
erroneously assuned it would pay only the $200 minir.:Jxn state tax and omitted 
any federal il'lC()(OO taxes, ...mile the Branch used the correct tax rates for both 
state and federal ir;co::ne taxes. 

FOC and the Branch agree 00 all components of rate base except. working cash. 
FOe bills monthly ~Jt used the Commission's standa~ method for calculating 

. working cash that. applle-s to canpanies that bill every second month. Because 
FOC bills monthly, it receives its revenues earlier and has a l~~~r Working 
cash requirement.. The Branch's est.imate corrects that error. 

FDC was informed of the Branch's differing view of revenue. expenses arri rate 
base and has stated that it a~epts the Branch's estimat.es. 

The Branch est.i.rnates that FOC's requested rates wuld pro:luce a rate of retum 
of 10.19~ on rate base. less than the 10.25~ to 10.75~ standard return 
recooneooed for 100~ equity water companies by the Accounting and Financial 
Branch of Evalu3.tion and ~pllance Division. The Branch therefore recomnends 
that FOC be gcanted the full increased rates requested. 

The authorized rate of ret.um in the last general rate case is generally used 
to determine whether a utility's earnings are excessive when the CooInission is 
considering gcanting rate relief for offsettable items. Therefore. the Branch 
reccmnends the O:;mnission find a rate of return on rate base not. exceeding 
10.5~ to be reasonable for the purpose of earnings tests for FOC in future 
offset requests. 

Notice of the proposed rate increase was mailed to all customers 00 M3.rch II, 
1987. Three let.ters protesting the increase \\-ere received in response to t.he 
notice. A public ffieeting was held in FDC's office on April 28. 1981. Fifteen 
custocraers representing 8 of the 19 contract. users attended and seven made 
stater...ents. Olstomers .... ~re mainly concerned that FOC was being charged a 
disproportionate share of expenses by Rocky Hill, Inc., the parent company. 
T'fto of the three customers who wrote letters of protest "'"ere present. and their 
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concerns "'ere addressed. The Branch has sent. a let.ter to the t.hird explaining 
t.he Branch's ~ndati()O. 

A field investigation of FDC's system was made on Ibrch 25 and 26, 1981. 

Visible portions 6f the irrigation system "'ere inspected, ooropany employees 
intervie",'ed, and roeth<>ds of' operation checked. 

Service is satisfactory and there are no outstanding CocrNission <>Ners 
requiring system improvement.s. 

r[X;ls system is strict.ly for irrigation purposes. The utility has an 
adjudicated right to divert Kaweah River water into a ditch aOOut 11 mles 
long. Any water that is not used fl"(;Q the ditch goes back into the Ka .. :eah 
River near the terminus of the ditch. All ~ter flows by gravity and there are 
no ptI!lping power oo.sts. Ftc has ()() balancing a~unt. 

At the Branch's reoorrmended rates, all customers' bUls will increase by 
28.6~. A ¢OOparison of tha present and l'e\.."'OOJ'Oended rates 1s shown 1n Appendix 
C. 

The Branch reccmneods that FOC be authorized to increase its rates by $tlt,880 
or 28.6~ which ~ld increase gross annual revenues from $52.080 at present 
rates to $66.960 at the reooomended rates contained in Appendix B. This 

. increase provides a rate of return 00' rate base of t().19~ for test. year 1981. 

• rUH)IOOS 

• 

1. The Branch's recoornended Sl.llnary of earnings (Appendix A) is reasonable and 
should be adopted. 

2. The QU3.ntities (Appendix D) used to develop the Branch's recocrneooati60s 
are reasonable and should be adopted. 

3. For the purpose of earnings test.s in any future offset. rate increase 
requests, a rate of return on rate base not exceeding 10.50~ should be 
considered reasonable. 

II. The increased rates hereby authorized are justified and the present rates 
are, fO(' the future, unjust and unreasonable. 

IT IS ORDeRED that: 

1. Authorlt.y is granted under Public Utilities Code Section 45~ for Foothill 
Ditch ():)rnpany to file an advice let.ter incorporating the strnna.ry of earnings 
and revised rate schedtlles attached to this resolution as Appendices A and B, 
and Concurrently to cancel the presently effective rate schedules. $..1ch filing 
shall comply with General Order 96-A. 

2. The effective date of the revlsed schedules shall be the date of filing. 
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3. This resoluUon 1s effeoUve today. 

I certify that this resolution was adopted by the Publio Utilities Commission 
at its regular meeUng on July 8, 1981. The follwing Coa:missioners approved 
it: ' \\ \' , . 

§TANI.E'a· W. BUI.Err 
• PrC'Sident 

DONAtO VlM4 
Ffil~DEHlCJ( It DUDA 
O. MITCHELL WILK 
JOliN n. OHANIAN 

Comm~i6cntn 

-~-

... ,\ '\. .~- ~ + '/~,/ 
" '. ~ : " ; 

_21:jJ· , /r:·:':.,l urlJllil.14ru 
" ~f~ "'"'" '\ J ' ••• ~ ':.~:t 

. , )y~CroR. R."wEi'~R 



APPENDIX A • Foothill Dltch Company 

SUl-t-lARY OF EARNINGS 
(Test. Year 1981) 

:Utility Estimated • Branch Es t.ima ted • • • • • 
: Fresent:rroposed : Present :Proposed : Adopted: 

Item • Rates : Rates • Rates : Rates • Rates : . · • 

Operat.ing Revenue 

Irrigation: Hini.mn $ 48,920 $ 62,900 $ 48,9ljO $ 62,920 $ 62,920 
Irrigation: Additional 3,980 5 1 '00 3, litO lJ,OIIO lJ1OljO 

Total Operat.ing Revenue $ 52,900 $ 68,000 $ 52,080 $ 66,960 $ 66.960 

Operat.ing Expenses 
I-btel"ials & SJpplies $ 9,500 $ 9,500 $ 9.500 $ 9.500 $ 9.500 
Contract Work 27.300 21,300 23.250 23,250 23,250 
Vehicle Expense 7,200 7.200 7.200 7.200 1,200 
Office Salaries 2,400 2,400 2,liOO 2,400 2, It 00 
M3.nagement. Salaries 3,600 3,600 3,600 3,600 3,600 
Office Supplles & Exp. 250 250 250 250 250 

• Professional Services 1,600 1,600 2,800 2,800 2.800 
Insurance 7,150 1,150 7,150 7,150 1,150 
General Expense 2,400 2,1&00 2,400 2,400 2.'H)0 

Tota 1 Expense $ 61,400 $ 61,400 $ 58.550 $ 58,550 $ 58.550 

Depreciat.ion Expense 1,1120 1,1120 1,420 ',420 ',420 
Property Taxes 200 200 '130 430 '00 
State InC()'T'~ Tax 200 200 200" 630 630 
Federal lnoooc~ Tax 0 0 0 890 890 

Total Deductions $ 63,220 $ 63,220 $ 60.600 $ 6',920 $ 6',920 

Net. Revenue (10,320) 1&,780 (8,520) 5,O!jO 5.0110 

Rate fuse 
Average Plant. "8,930 118,930 118,930 118,930 118,930 
Avg. Depreciat.ion Res. 79.210 79,210 79,210 79.210 79.210 

Net. Plant 39,120 39,720 39,720 39,720 39,720 

Less: Advances 0 0 0 0 0 
Contributions 0 0 0 0 0 

Plus: Working Cash 12,190 12,790 9.760 9,760 9,760 
Materials & SUpplies 0 0 0 0 0 

--~-.~"-'- .. 
" 

• Rate Base $ 52,510 $ 52,510 $ 49,1180 $ 1t9,480 $ 49,480 

Rate of Retum (loss) 9.10~ (loss) lO.19~ lO.19~ 
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APPLICABILITY 

APPENDIX 8 
Page t 

Schedule No. 3M 

MEASURED IRRIGATION SERVICE 

Applicable ~ all measured irrigation service. 

TERRITORY 

The area served by the utilit.y's canal system in Tulare Comty. 

Hini.rrln Olarge 

{Wntlt.y R:ltes 

Each Miner's Inch' 
Applied for 

Per Irrigation Season 

$135.00 

Per Miner's loch' 
Days of 211 Iburs 

$ 0.90 

The Hinirnl..rn Charge will entitle t.he custaner 
t.o the quantity of water which would be 
purchased at Q-13ntity Rates. 

SPECIAL OONDITIONS 

(I) 

(I) 

t. Water supplied under this schedule will be untreated water from open 
canals, ditches and conduits. The utility doos not represent any water 
delivered hereunder to be potable nor of quality suitable for huna..n 
ooosunption • 

2. \oBter will be delivered by utility at its ditch. Water deliveries ff"«D 
utilit.y's ditch to p~~lses of cusbomer shall be the responsibility of the 
custooer. 

'Note: A miner's inch shall mean a oontinous flow equal to 1/50th of a cubic 
foot per second. 
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APPLICABILITY 

APPFlIDIX B 
Page 2 

Schedule No. 9H 

MEASURED GROUND WATER ROCHARGE SERVICE 

For all water service delivered for g('()U!ld water replenis~nt. purposes. 

TERRITORY 

In the vioinity of and adjacent to the Foothill Ditch. 

RATES 

Per Acre Foot 

For all water delivered •••••••••••••••••••• $ 2.115 (I) 

SPECIAL CONDITIONS 

, • Water supplied under this schedule will be untreated water from open 
canals, ditches and conduits. The utility does not represent any water 
delivered hereunder to be potable nor of quality suitable f~ hOOlaIl 
consmption • 

2. Water supplied under this schedule will be the excess water over and above 
that purchased by irrigation castaners. The utility does not. represent that 
there will be any deliveries except. as such excess W3ter is available • 



• 

• 

• 

APPENDIX C 
Page 1 

f:N.'.PARlSON OF RATES 

A c.-omparison of present. rates with thOse rOOOOlneoded by the staff is shown 
0010''': 

Present. 

Schedule No. 3M 
RF.ASURED IRRIGATION SERVICE 

Kinin::un Charge - Each miner's inch $105.00 
applied fOl" per 
irrigation season 

Quantity Rate - Pel' miner's inch $. 0.70 
day of 24 hours 

Schedule No. 9M 
MEASURED GROUND WATER RmtARG8 SERVIcg 

For all }later delivered - per acre 
foot $. 1.90 

ReOOCI1leoded Increase 

$135.00 28.6~ 

$ 0.90 28.6~ 
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OOiPARISOtt ~U1ILY_I!~ 

C«nparlsons of monthly bills at. present. and reo6oEended rates are shown below. 
CUstaners aN obligated to pay for their enUre enUtlElllent even if ooly 
partla 11y used. 

En U Uemen t. l Present. Reooornended Increase 
Miner's inches Rates Rates Amount: Percent 

1 $ 21.00 $ n.oo $ 6.00 28.6~ 

2 1j2.00 5'1.00 12.00 28.6 
5 105.00 135.00 30.00 28.6 

10 210.00 210.00 60.00 28.6 
20 1j20.00 540.00 120.00 28.6 
50 1,050.00 1,350.00 300.00 28.6 

100 2,100.00 2,100.00 600.00 28.6 
150 3,150.00 ~,050.00 900.00 28.6 

• IA miner's inch is a continuous flow of lISOth of a cubic foot per second • 

• 
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APPENDIX D 
Page 1 

AOOPTED QUANTITIES 
(Test Year 1981) 

Na.me of CooIpany: Foothill Ditch C<xnpany 

Net-to-Gross Multiplier: 
Federal Tax Rate: 
St.ate Tax Rate: 
Business License: 
Uncollectible Rates: 

Expenses 

Purohased Power: 
Purohased Water: 
Pump Tax - Replenishment Tax 
Payroll and Employee Benefits 

q>eratioos ana Kiinteoance Payroll 
AdministratIve & Office Salaries 

Total 

Payroll Taxes 
Ad Va lor an Taxes 

Tax Rate 
Assessed Value 

Service Connect.ions (Dit(}h Oltlets) 
Active 
Inactive 

Total 

Water Sales used to Design Jates 

N/A 
15~ 

9.6S 
o 
o 

None 
None 
None 

$lll.It80 
$ 6,000 

$20, It 80 

$ 1,010 . 
$ 1j30 
'o2859~ 

$33, It ItO 

19 
8 

21 

11j ,ljOO l' 

l' Rlraer's Inch oays including 69,910 contract minUDumo 
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2 
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AP~DIX I) 
Page 2 

AOOPTED lA-X CALCULATlOOS 
1981 Test Year 

FOOllULL DITCH C«<P AIfY 

State 
Item Tax 

Operating Revenues $66,960 
OUI Expenses 58,550 
Taxes Other Than Income lt30 
Deproolation Elcpense 1,420 
Interest 0 
state Tax 

Taxable Income for State Tax 6,560 
State Tax (9.6~) $ 630 

Taxable Income for FIT 
Federal Income Tax (15~) 

Fede l'a 1 
Tax • • 

$66,960 
58,550 

"30 
l,li20 

0 
630 

$ 5,930 
890 


