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PUBLIC UTILITIES OOflISSIOO OF mE STATE Qo" CAI.lFORNIA 

COMMISSION ADVISORY & OOHP~IANCE DIVISION 
Water Ut.ilities Bi'anch 

RESOLUTION 

RESOUJTION NO.~·W-~382 
February to, 1988 

(Res, \1-3382) LEWISTON WA~ WO~ (LW)!' ORDER AU1mRIzmO 
A GENERAL RATE INCREASE PRODUCOO AOOITIONAL ANNUAL REvmuE 
OF $11,500 OR 200~ IN 1988 AND $2,250 OR 33.3~ IN 1989. 

LW, by draft advice letter accepted by t~ Water UtHiUes Bra.nCh(~h)6I\ 
July 24, 1981, requested authority uooe~ section VI of Geiteral Order 96-A aM . 
Section lj5~ of the Publio Utilities Code to increase rates for water service by 
t2,2S0 or 100~ in 1981, $2.250 or 50~ in 1983, and $2,250 61' 3303~ in 1989~ . 
u.", esttmtes that although gross revenues of $2,250 ~t present rates would 
increase to $11 t 500 at propOsed rates in test year. 1981 t fran $11 t 500 t6.$6 .150 
in '988, and from $6,75{) to $9.600. in 1989 it wuld C6nttn~ to operate at a . 
16ss (see later discussion 00 this). LW serves 25 c~tapers' adjacent to the ' 
coolIl.u'lity 9t Lewiston, Trinity CoWlty.~ . The !ranch is c-oocurrenUy p:rocess~ 
an advice letter general rate i.ncrease for Lewiston Sewer System, a .sewer 
utility under c<mnon ownership and operation. 

The present rates have been in effect since 1972, but were formally fUed with 
the Ccmnissiooon June 19, 1981 after LW was deciared a publio utility in 
Decision (D.) 851192, datea March 2. 1976. 

The ~h oade an independent analysis or LW's smmaI'Y of earn.i.ngs; . AppeD1ix 
A shOws LWW's and the &-anch's estimated s~y of earnings at present, . 
requested and adopted rates. Appendix A shows differences in eXperises and 
rate base. 

The differences in estt.mates· for expenses are in p.lr"Cmsed pOwer, payroll, 
mterials, contract work, vehicie and depreciation expenses. . 

The franch'.s expense estimare for pJrobased power is lower Ulan' LW's.LW . 
. based its pOwer use estimate on the existing oversized. ~() hor~p6wer puq'>~ . 
which ms the excessive power' consumption of 15 kWh/Cof (kilowatt hours of . 
power per one hundred cubic teet of water' ~d). The Branch's estimate is 
based on replacing this p..np with a Smaller One that uses 6nly abOut '1 . . 
kW:h/.Ccf.An allowance of $650 each year ms been lricl~ed in the BranCh's • 
~tmate for the changeover costs, for a total of .$2,350 as ~. to LW' s 

. $3,120. The Branch also used later power rates effective April :' .. ' 1987. 

The lrarich estimate of $1,800 for payroll is Significantly lower·'.tmn uN's 
estimate of $11,500. It is based. on the Branch's estimate of the time required 
by a manager-operator to periodically inspect the system facilities, make edn6r 
repairs. nake operational adjustments and tests, service cuStaner acCounts and 
take care of other miscellaneous details. LW made its estimate in a similar 
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l!laIlner but included additional c\mQunts for smail lOO1s t vehlo\e expenses. and 
ownel' supervision. The &'anch has aHowed for ~11 tools and velli61e expenses 
In its materials and vehtole expense est.1ma.tes respeotlvelYl 

\oIhich ,ate_ 
discussed later. The Branch believes this COmpany's sut;.erv sorY ~ema..nds are 
too anall t6 ioolooe payroll OO'IslderaUon for- other than an 6pel"a.t6r. 

, . 

The Branch's esUmaU, for materials of' $1,700 Is slightly higher Ulatl LW's 
estimate of $1,600. This reflects the Branch's addition of $100 tor :mall 
tools which LW had inappropl"lat.ely iooluded with its pafl"Oli estimate. 

The &'anch' s expense est.imate of $'. sao for contract work is higher' than Uh" s 
$1J 330. Both esUmates were based on reCOl"ded aroounts except that the Branch's 
calculations iooluded an adjust~nt for inflat.ion. 

LWW did not. include a separate amount. for vehiole expense beCause the. syst:ein 
operatOr uses his perSonal vehiole and is reimbursed f~ it as part of his -
pay. The Branch estimated the vehicle eXpense to be $300 and separated it fr<:m 
payroll. 

The Branch's estimate for depreciation expense is higher Ulan LWW's be¢au~_ Ule 
Branch corrected errors in historiCal plant and depreciation reserve records 
and included $~1.006 for a new tank Wlch waS added to the syst.em in 1981. 
The Branch also recalculated the depreciation. accrual rate in ac60rdance with 
the Coom1ssioo's Standard Pract.lce U-Il. "Det-e,rmlilatioo of Straight-Line ..... 
REmaining Life DepreoiaU~n Accruals", \:.6 reflect thes~ ¢6rreoUons aM the . 
fact that certain parts of the system are in poOr Condit.lon and approaching the 
end of their usefulnesS. LWW used the ol-d 2.9J depreciatioo accrual rate . 
while the ~anch used the new rate of 3.84$. 

The Branch rEC<:mnends tmt LW be ordered to use the new 3.84$ carp:)slt.e 
depreciation rate until a fUture depreciation study reviewed by the Branch 
indicates a revisiOn is warranted. 

The difference in rate base is due to·the Branch's use of adjusted plart~ aoo 
deprooiation reserve values as indicated aoove and a $60,000 limit 00 canbined 
rate baS~ for Lh~ and its affllia~sewage utility. Th~ present owners 
J>Uf'Chased both the. sewer aM water systemS as part of. a ~~er real property 
transaction in 1986. In authorizing the transfer, D.86-05-015 found that~ -

nsellers and buyers have stl~lated as part of the [transferi applicatioll 
that becaUse there ~ only 26 cust<xilers on the systemS. the Cimnissioo has 
not issued a certificate of public convenience and r'le6essity for the two'., 
systems aM has restructured their service areas. the market ruue6f the 
systems is no more than $60,600. fuyers have stipulated that they Willoot 
claim more than $60 t 000 as the total rate base for the systems for . 
_l'atemaking purpOses. n 

0.86-05-075 went 00 to I"equir& the buyers to liBke a Compliance n.l1rig ShOwing 
hOll the $60.000 rate base was to be allocated between the water and sewer 
systems • 

The iranch has shown this limit as a rate base cap adjustment ("cap adjustU) in 
the rate base portion of Appendlx A. 3.m:nary of Earnings. 
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Despite the taot. that. Its showing olearly dEfll<X'tstra~s that. it. will oonUnue to 
operate at a loss at. its prOpOsed ra~s. LW las chosen to limlt its request to 
a $7.50 [l)o)nthly il'Klrease per custtenet" In each test year. Acoorditlg to the . 
owners' ooosult.ant.. UN's o\oners are willing to 6OnUnoo to opercl~e at. a loss 

. because their utility businesses are loo1der'ltal t.o their other business -
interests. Since this will be LWls first. rate increase sinee it was deolared 
a Publio ut.i1it.y in 1976, the Branch made COmplete esUmates of ra~ base and 
expenses to establ ish a correct. ratemaklt'lg basis for Ule future. 

To prevent. rut-ute inconsistencies bet.ween the figures adopted by the ~lssi60-
and the figures mown in L~'s annual reports, the Branch recoomends that LW 
be directed to record 60 its bOoks of aco6unt the. utility plant and 
depreoiaUon reserve beginning balances upon ltlich the average cun6Unts adopted 
in this resolution are baSed, and to renect those balances in its 1981 annual
report to the CqnJrJ!ssioo. '!hose balances aret . plant in servi¢e. $95.165 .As of . 
{)e¢emoor 31, 1986; and depreciation reserve. $62.333 as of December ~1. 1986. 

The AcoounUng and Finattcial &'ailch 6f .the eoorussi~. Advisory and t.omp~ian~e· 
Division currently recamends a rate of ret':lm of 10.25J to 10. 75~ tor ~l~ . 
water aM sewer utilities with 100~ ecpity financing. The autoorized tat.e 4f 
return in the last. rate case Is generally used to determine whether a ut.Uity's 
earnings are excessive When the Commission is oonsidering granting tate relief 
for offsettable items such as purchased pOwer. - The Branqh therefore reCQrIm~ 
tha.t the Coornissioo find a rate Of return on rate base not. exceeding 10.50% to 
be reasonable for the purpoSe of future earnings tests tor LWW. . 

LWW was infonned of the Iranch's differirig view or ex~nsesi depreciation, rate 
base and rate of return and has stated that. it aooeptS the Iranchls eStimates. 

A l)Otice of the proposed rate increase was mailed to all cust.tmers on July 30. 
1987. There were no written responses to this notice. 

The Branch conducted a public roeetiilg in weaverville 00 Augoot. 24,1981 to ..... . 
receive- public input and answer customers' questi6ns. Q1e couple aU.eMed and 
requested that meters be installed to get neighbors to stop wasting water which 
Would result in operating oost reductions. The iranch representative explained' 
that·the average water use waS already very low and that the cost of Ulemeters 
wOuld outweigh any savings in punplng cost. The COUple acknowledged that 
service was goOd. 

A field iilvestigation of LWW was made on AttgU'!;t 211 and 25, 19B7 t Visible 
portions of the water sys~ were inspected, preSSUI"e8 checked.' tl~ operatOr· . 
interviewed and methods of operation reviewed. The !iwest.igat.ioniildicat.es _. 
that service is good and UN's system is in compliance with the requirEments of 
the Comnission's General Order 103. "Rules Governiilg Water Service". There are 
00" optstanding Coomission orders requiring system iinprovements • 

. "- -I- , 
. .Aco6rdiilg to the Trinity County Health Department the quality of. _LW'$ water _ 
. meets state standards. The water is obtained from the Trinity River and ~d 
to elevated storage tankS It\ere it is filtered and chlorinated. ''lhe supply for 
present. and future needs is ample. A water conservation program is not -needed • 

LW is a flat rate system. A comparison of present and recoomendM rates is 
shown in Appendix C. At the &-anch1s rec<mneoded rates for 1988 the moothly 
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~us~ ... bUl WQuld go ~ its current. $7.50 to $22.50, an l~rea$e of 200~. 
This ltu'go percentage increase Is due tQ the fact. that. tho $'5.00 tat.e 
proposed by LW to go into effeot. d\lring 1~87 was not. lmplemented. 'ihe 
CQmlssloo t s "caps" polloy for water utiUUes adop~ed Febt~y Ifl 19&2 limits 
the annunt of i'l'l¢rease In any particular year to 100~ except in $ tuat.ions 
where the utility Is operating at. a 16ss. In such oi~unst.ances the iooteaS6, 
if'exceeding 1ooJ. is limited to that neceSsary to cover oper-at.ll'l8 expenses, " 
In LW's case, the ft"anch's analysis indicates that it. will operate at a loss 
in all three test. years at. the requested rates. AlthOugh large, the Branch 
OOOsiders the rate increases to be justified. 

The Branch reeoamends that the Coamlssion authori~ an increase 6t *~t5(X) or 
200~ for 1~88 Which would increase estimated anotal operating rev~ue rrom 
$2.250 at p~sent rates to $6,750 at the propOSed rates, and $2,250'oi' 3~.3~ . 
additi60al for 1989 which would increase estimated anoml operat.lngreveriuetO 
$9.600 for that year. This will result in LW being granted the full increase 
it requested. ' 

FI~DINGs: 

1. The &'anch's "rec6!IIna'lded St.moary of earnings (AppendiX A) is 
reasonable and should be adopted. 

2. The rates requested by Lewiston Water Works are reasonable arid shOuld 
be adopted • 

The qtantlties (Appendix D) uSed to develop the Branch's 
recomneildaUoo are reasonable and should 00 adoPted" 

4. LWW should use a 3.84~ composite depreciation rate until a future 
depreciation study reviewed by the Branch indicates that a revision 
is warranted. 

5. LWW should ~rd on Its books of aeoount the utHlt.yplant and 
depreciation reserve oogiming oolances upon which the flver-age . 
a..mooots adOpted :in this resoiution are based, and should "reflect 
thOSe balances in it.s 1981 annuai report to the Comnission.· -": 
ThOse balances aret plant in service, $95, t65 as of DeCembe{31. 
1986; and depreciation reserVe. $62,333 as of December 31, 1966. 

IT IS OR~RID t.hat: 

1. Auth6rity is granted under FUbllc Utilities COde sectioo 454 for· Le~stoo 
Water Works to fiie an advice letter incorporaUng the sl.llmAry or e#illrigs and 
revised rate schedule at.tached to this resolution as Appendices! and B . 
toeSpeotively, aM conCurrently to 6anCei. the present.iy effectiVe rate . 
schedule. SJch filing shan c6Iilply with General crder 96-A. 'I'he effective 

',date of the revised rate Schedule shall be the date of tiling. ~'.'" 

2. Lewiston Water Works shall use a 3.811~ canposite depreoiatioo"rate unt.il a 
fUture depreciation study reviewed by the Wate~Utilities Branch indicates that 
a revision is warranted. 

3. Lewiston Water Works Sla11 record on its books of account the utility plant 
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~ • For' the purpose of earnings test.S in any of Lewiston Wate~' Worb' . futUre 
offse~ rate in6rease requests, a rate of return On rate baS& not- exceedl.ng 
,0.5OJ shall be Oonsidered reasonable. . 

5. This resolution is effective today. 

I certify that-this resolution was adopted by the PUbli6 Utilitt~$ COmmission 
at its regular meeting on February 10, 1988. The follOWing OxrInis$loners 
approved it: 

stANLEY W. HUlETT . 
. PJes.tdeot . 

DONALD VIAL· . 
FREOERlCK R.: DUDA 
O. MITCHEll WIlK .. 

Com.ThSSioOOf$ 

. . 

. . 
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r APPENDIX A • LEWISTOO WATER w)RKS 

sttttARY OF EARNINGS 

l UtIlltyEst1mated 
I PreSent Proposed Rates Branch Est.imated& Adopt.e<:I: 

PatE8 Test Years Test Years : 
19ts1 1957 1900- 1989 \957 1900- 1989 • • 

OPERATING REVENUES 

Flat. Rate $. 2,250 $. 4,500 $. 6,750 $. 9,600 $ 4.500 $. 6,750 $ 9,000 
OPERATING EXPENSES 

PUrchased Power 3.720 3,120 3,720 3,120 2-350 2',350 2.~ Payrolt' 4.560 II 500 4.506 11,500 ,:806 . , 800 
" IB terials 1,600 - ,:600 1,600 1,600 " 700 1;100 1,700 

Contract Work , 33{) 1,330 ., 330 1.330 -- ,t 580 1,580 1,580 
'250 ' , '256' Office SJppiies 250 250- 250 250 250 

Acctitlg & Legal - . 300 360 300 -300 300 300 - 300 
General ExPense 315 315 315 315 315. 315 m Vehicle Expense - 0 6 () 0 300 300 -

360 
- - , 

Rent 300 300 300 - 360 300 3()() 
&1btotai. 12,315 12,315 12,315 - 12,375 8,955 -8,955 8,955 

• Depree. Expense 2,16Q 2,160 2.99~ 3,025 5,030 5,030 5,030 
Property TaXes 0 () 0 0 : () 0 0 
Payroli Taxes 0 () 0 0 () 0 0 
Ir"t6Ome Taxes 0 0 0 () 0 () () 

&1btotal 2,760 2,160 2,995 3,025 5.030 5,030 .5,030 

Total DeductiOns 15,135- 15,135 15,370 15.400 13,9a5 13,985 1:3,985 

NET Rr.VENOE (12,885) (10,635) ( 8,620) ( 6,11(0) ( 9,485) ( 1,235) ( 11,985) 

RATE BASE 

Avg pit ioServ. 51,665 51,065 60200 61,300' - 113,795 - 13?,425 -- '32.~~5 
Avg Depr. Res. 19~866 - 19,8~- 19:3'J4 22,540 69,841 69,875, 14,902 
Net Plailt 31,199 31,199 40,886 38.76Q - 48,94$ 62,550' 51,523 

Less: Advances 0 0 () 0 0 0 0 
eontrbtns () 0 0 0 0 0 0 

Plus: Wrkg~sh 0 0 0 0 () 0 0 
M&S 0 0 0 0 0 0 0 

tess: <ap Adjust. 1 0 0 0 0 2,349 12,586 7,539 
. R.\TE BAsE 31,199 31,199 40.886 38,760 46.5~9 49,964 49,984 

RATE OF RETURN WSS LoSs Loss Loss LoSs LosS Loss 

• 1/ Lewiston sewer System Rate BaSe 131401 . lOi036 101°'6 
- Total Rate Rlse per D.86-05-075 60,000 60,000 60,000 
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APPLICABILITY 

APPFlIDIX B 

Schedule No. 2ft 

RESIOENTIAL FLAT RATE sERVICE ' 

Appiicabieto all flat rate residential service. 

TERRITORY 

In the town' of Lew1swo and vioinity, Trinity County. 

. . 

RAm Per tbnth , 

For each connection, •••••••••••••• $22.50 

SfECUL <XlNDITION 

Effective' 
1/1189' 

$30.00 (i) 

ec) 
(C) , 

The abOve' flat ~tes apply to service C<>rlI'lections not'larger ihari one inCh 
in diameter. 

. .. ! ~ 

, <.- -... . . 
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AWENDIXC 

CQiPARISON CF RATES 

. ,': ~\- . 

A ¢¢mparison of the present. and the &-an¢h's reconnended rat.es 1s': shOwn below: 

Per Ibnth , 
PreSent Re¢OOiQended 
Rates Ra~ 

For each cOnnect.ion.............. $ 1. 50 

Effe<!t.lve 
1~ 

$22.'56 

Effective 
1989 

Percent. 
Increase 

$30.00 33.3 

. . 

., 
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APpmOIX D 
PagtJ 1 

AOOPTED QJANTITIES ' 
(1981, .1988, and 1989 Test Years) 

Nc¥n6 of Company a Lewiston Water Works 
·-,t~:':,·, 

Net-to-Gross Multiplier: 
Federal tax Ratest 
StattJ TaX Pate: 
LoCal Franchise tax Rate: 
&1siness License t 
Un601leotible Rates: 

Expenses Test Year 1986 
1. Putcmsed Power (El~trio) 

Total Sales-ect 

Pacitio Gas aoo Electrio O:::mpany 

- Totalt<>st' ($) 
Rate Schedule 
Efr. Soh. Dire 
kWh used 
$lkltb Used 

2. ~hased Watert 

3. Punp TaX-Repltmishinent Tax: 

II. - Payroll! 

5. PayToli.Taxes~ 

6., Ad Valorem TaXes: 

SerVice Connections 

...... -. 

Flat Rate - , 
.............. , ....... iii •••••••••• 

N/A 
15~ 

9.3J 
OJ 

0.0 
O~ 

2,661 

$1.700 
A~1 

ll/Utn 
18,669 

0.10006 
0.08289 

.091 

None 

$1,800 

None 

Nolie 

25 

(s\JIlDer) 
(winter) 
(avg) 
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APPENDIX D 
Page 2 

AOOmo TAX CAt..ClUTIONS 

1. Operating Revenues 

2.· 0 & H Expenses 
3. Taxes Other" Than Incc::me 
~. lax Depreoiat.l60 
5. state Incane Tax 

6. Sub-total Dedootioo 

7 State Taxablb incant; 
" 8, state mc<me Tax " . 
9 Federal Taxable "income 

10. Fede~l Ine<::me TaX 

1\. 'total In6<xne Tax 

Line 
No. Item 

1. Operating Revenues 

2. 0 & H ExPenses 
3. TaXes Other"1hln Inccme 
~ • 'lax Depreciatioo" 
5. state Inoome Tax . 

6. &lb-totai DedUction 

7 Stat.e Taxabie Inoome 
8. state:rncane ~ 
9 Federal taXable Income 

10. Federal IncaDe Tax 

11. Total Incane Tax 

19&1 
Adopted Rates 

CCFT FIT 

$ ~.500 

8,955 
(} 

5.030 

13,985 

o 
o 

$ 4,500 

&.955 
,() 

5,03() . 
() 

13,985 

1988 
AdOpted Rates 

OCFr FIT 

$ 6,750 

8,955 
o 

5,030 

13,98$ 

() 
o 

$ 6,150 

8,955 
o 

5,030 
o 

() 
o 

None 
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APPENDIX I> 
Page 3 

AOOPTED TAX' CALClLATiONS 

1. Operating Revenues 

2. 0& H Ex~~ . . 
3. Taxes Other 1hart II'l¢ciDe 
". Tax Depre6b.tioo· 
5. State InCOme Tax 

6. Su~total Deduction 

7 State TaXabl~ In6<:me 
8 •. state lneane -Tax 
9 Federal Taxable IncOOle 

10. FedEH'~l·lnoone Tax 

11. 'lbtal Income Tax 

. ... . 
4 .... -

1989 
Adopt.ed Rates 

o:rt FIT 

*' 9',000 $ 9.000 

,S,955 
0 

8,955 
0 

5,030 5,030 
0 

13,985 13,985 

0 
0 

0 
() 

None 

.. ' . ;"" .,~ .-


