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PUBLIC UTILITIES COHHISSI~~ OF THE STATE OF CALIFORNIA 

C<ttiISSION ADVISORY & COMPLIANCE DIVISION 
Water Utilities Branch 

RESOLUTION ----------

RESCVJrION NO. w-3l83 
February 10, 1988 

(Res. W-3383) LEWISTON SEWER SYSTD{ (LSS). ORDER AUOORIziNa 
A GrnERAL RATE INCREASE PRODUCrno AOOITIONAL ANNUAL REVENUE 
OF ~1.500 OR 200$ IN 1988 AND $750 OR 33.3~ IN 1989. 

LSS, by draft advice letter accepted by the Water Utiliti~s Btatlch (B:ranch) on 
July 211, 1981 t reque~t~d authority under section VI of General ~er 96:"'A and 
Se¢tiOn 4511 of the, Public Utilities Code to inereas9 rates for sewer service' by 
$750 or 100~ in 1981, $150 or 50~ in 1988, and $7~0 or 33~ in 1989. LSs : 
est.imates that although 1987 gross revenues of $750 at present ra~ would-. 
inc~~e-to $1,500 at proposed rates intest year 1987, trao $1,500 to $2.2$0 

,in 1988, A(ld trom t2,250 t6 $3,000 in 1989 it loK>uld continue to operate at~ a .
loss (see' later disC~s~oo 00 this). lSSser\Tes 25 cUstomers "adjacent to the 
C6rrmJJiity 9f Lewiston, Trinity county. -, The Branch is concurrentiy processit!g 
an advice l4§tter general rate increase for Lewiston Water Works t a water 
utility under common ownership and operation • 

" 

The present rates lave been in eff~t since 1912, but were formally filed with 
the Coomisslon_on June 19, 1981 after LS$ \o3S deClared a public utility in 
Decision (D.) 8~92 dated March 2, 1W6. 

The &anch made an independent analysis of LSS's Stl'rmary of eamtrigso'Apperldlx 
A shO\ois LSSts and the Branch's estLnated stmna.ry of eamings at present; . 
requested and adopted rates. Appendix A shows differences in expenses and rate 
base. 

The difference, in estimates for expenses are in purchased pOwer I payroll, 
materials, vehicle expenSe, rent and depreciation, 

The &-anch's est.imate of Purchased power is $530; lSS's estimate is $]80. The 
difference is due to the Branch's use of the latest power rates and a 
transposition error discovered in"LSS's WOrkpapers. 

The ira.nch estimate of$',465 for payroH is- higher-than LSS's $1,200. It is 
based on the Branch's estimate or time reqUired by a manager-6perator to _ 
PerJ,odlcally inspect the facUities, make minor repairs, make operational 
adjUstments aoo testS, service cusWmer accountS and take care Of -Other 
miscellaneous details. LSS made its estimate in a similar manner bUt inclUded 
an amount for the owners' superVisiOn and considered vehicle expETmses ~spart 
of the manager-operator's pay. -The Branch eSti.mate did not inclUde amounts for 
the owners' supervision or vehicle expenses. The Branch believes that the 
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~any Is too m . .-lll to inolude payt()l1 consideration CQl' oth~1" than a"l owner
operator. As discussed later, the &"anch reallocated vehiole expenses to the 
vehiole expense aocount. 

The &'anch's estimat.e for mt.erials of t260 is higher than LSS's esUmate of 
$110. In addit100 to an added amOunt for materials. the Braoch also included 
an OO>OUnt for small tools in its estimate. 

LSs's estimate of 6peraUng eXpenses did not i001ude an an»tvlt. for vehiole 
expense. As discussed previously. the syst.em operator uses his personal 
vehiole and is reimbursed for it as part of his pay. The &'.loch esUmat&\ the 
vehicle expense to be $255 for each year and separated it. f"l\.'\.1l Payroll. 

LSS did not include an amount for rent. The Branch's $300 estimite is based On 
the general level of rental expenses of other similarly situated utUities, . 
That level was determined considering that bOth LSS and its atfiiiated wa~r 
utility operate mom office spaces dediCated primarily to their owners' other 
business interests. 

The &-anch's expense estimate tor depreciation expense is higher than LSS's 
because the Branch corrected errors inhlst.ori6al piattt. and reserve t¢cords. 
The Branch alSO recalculated the depreciation accrual rate, in aCC6rd8J'u~e with 
the CbmnUssion's Standard Practice u-~. "Determination of Straight-Line 
RemalningLlfe Depreciation A~ruai.sn, to refleQt the fact that. major . , . 
oornp6nents of the system are in pOor Condition and approaching the end of their 
usefulness. L.SS used the old depreciation accrual rate of 2.S~ whiletbe 
Branch used the new rare of 3.85~ 

The &-anch J"OOO!IIDeOds that LSS be ordered to use the new 3.85~ C6mp0site' 
depreciation rate unt~i a future depreciation study reviewed by the Branch 
indicat.es a revision is warranted. 

The difference in rate base is due to the Branch's use of ~djusted piant and 
depreciation reserve values as indicated above. and Ii $60,000 limitooOombiOed 
rate base for LSS and its affiliated water UtilitYi The present OlolOOrs, 
~hased both the sewer and water systems as part Qf a larger real proPerty 
transaction in 1986. In authorizing the transfer, 0.86-05-075 found that~ 

"Sellers and buyers have stipulated as part of the (transfer] appii~tia\ , 
that because there are only 26 cust<xners 00 the syStems. th~camrl.S$ioo has 
not issued a certificate of public convenience and necessity for the two ' 
systems. and has restructured their service areas, the uarket vaiue of the 
sys~ is 00 IIJOr'e t~n $60t~' Buyers have stipulated that. they will not 
claim more than $60.000 as the total rate base for the systems for ' 
rei temakii:lg purposes. II . 

D.86...o5-075 went on to require the buyers to make a cOmpliance filing showing 
how the $60,000 rate base was to be allocated between the water and sewer 
systems. 

The Branch has shown this limit as a rate base cap adjustment ("cap adjust") in 
the rate base portion of Appendix At &mrr.ary of Famings • 
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Dosplte the faot that its showing cle<lrly d~t.rate.9 that. it. wlU-- ¢OOtlnue to· 
o~rate at. a loss at its pl'\.-.p6sed ra~s. LSS has chosen to limit its request. to 
a ,2.50 moothly increase per C\lSt~r in each test year. AC¢¢rding to the 
owners' consultant, LSS's owners are willing to oonUnue to operate-at a l~ 
because their ut.ility businesses are incidental to their ot.her business 
interests, Since this wiU be tss's first. rate increase since It:was deolare<i 
a pubilo ut.iHty in 1976. the Branch made ¢6roplete esUmates of rate base and 
expenses to establish a c6rre¢t ratemaking basis for the future, even though 
those estLmates were significantly higher than proposed by LSS. 

To prevent future inconsistencies between the figures adopted by the C6rrmisslon 
and the figures shown in LSSls annual reports, the Branch recomnends that LSS 
be directed to record 00 its books of account the utility plant aM -
depreciati6nreserv~beginning balances upon Which the average am6unt$adopted 
in this resolution are based, a.qd to reflect th6se baiances in its 1981 annual 
report to. the Coninission i ThoSe balances are: _ plant in service, $31,66~ as of 
December 31 J 1986: and depreoiaUon reserve, $16,592 as of December 31. 1986. 

The Accounting and Financial Branch of the Coamission Advisory and ~1iMce 
Divison currently re6<mneoos a rate of return of 10. 25~ to 10. 75~ for snell . 
water and sewer utilities with \()()J equity financing. The authorized rate of 
return in the last. rate case is generally used to detennir'le whether a utHily's 
earnings are excessive lor'hen the CooInission is Oonsidering granting rate relief 
for Offsettable items such as purchased power. The Branch therefore ~s 
that tile CoumiSsi6n find arat.e of return on rate base not exceeding to.50J to 
be reasonable for the purpose of future earnings tests for LSS. 

LSs was informed of the Branch's differing view of expenses. depreciatiOn,rate 
base and rate of return and has stated that it accepts the Bl:".inchls estimates. 

A notice of the proposed rate iilcrease was maiied to all cusOOmers on July jo, 
1981. There were no writt€n respOnSes to this notice. 

The Branch cOnducted a ~bllc meeting in Weaverville OnAtigust 211, 1981 to . 
reCeive public input. and answer cuslcmersl questions. CAle couple attended8.nd 
acknOwledged that service was goOd • 

. A field iilvestlgatlon of LSS was made 00 August 211 and 2S, 1981. Visible
portions of the sewer system were inspected, the operator was interViewed and 
methods of operatiOn were "reviewed. The inv,estlgation Indicates- that. service 
is good. There 'are no outstanding Coomissioo orders requiring systEm . 
improvements. 

LSS is a flat rate system. A canparis"oo of present and recoomended ~tes is 
shown In Appendix C. At the Branch's rec6alDeoded rates fol" ,1988 the ~thly· 
customer bUl WOUld go from its current $2.50 to $1,50,· an increase of 2OOj, 
This _large perCentage increase is due to the fact that the $5.60 rate proposed 
by lSS to go Lito effect durir'lg 1987 was not implemented. The camdssioo IS 
n~psn, po)icy for water utilities adOpted February 4, 1982 limits the a.m6unt of 
increase in any particular year to 100~ except in situations ~re the utility 
is operating at a loss. In such cir'CtDStanceS the increase, if exCeeding 100J. 
is limited to that necessary to co¥er operating expenses. In lSS's case, the 
Branchls analysis indicates that it will operate at a loss in all three test 
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year.s at. t~ requested rates. Although large, the ~anch considers the 
increases to be Justtfled, 

The ~anch re¢O!1Inends that the Ct.xrtnlssion authorize. an iO¢I'ease of $1,500 or 
200~ for 1988 which wuld increase esUrat.ed annual operating revenue frQm $150 
at. present. rates to $2.~ at pro~sed rates, and t150 or 33.3J for" 1989 which 
l«)uld increase esUnated annual operating revenue to $3,000 for that ye-ar. 
Thls "ill resuit in ~ being granted t.he full increase it requested. 

FINDINGS: 

1. The Branch's re<xmnended sU!r.iary of earnings (Appendix A) is 
reasonable and shOuld be adopted. 

2. The rates requested by Lewistoo Sewer System are reasonable and should 
be adopted. 

3. The quantities (AppendiX D) uSed to deve16p the Branch's 
recoumeodation are reasonable and should be adopted. 

~. LSS should use a 3.85~ COmpOsite depreciation rate tint.il a ruture 
depreoiaUoo study reviewed by the Branch indicates that a revision " 
is war rail ted • 

5. LSSshOuid re¢Ord 00 its bOokS of "account the utility plant. and 
depreciation reserve begi.Mlng balances upon whl(!h the average 
amounts adopted in this r'eS6lution are based, and shOuld reflect 
thoSe balances in its 1981 annual reJX>rt. to the C¢rmlission. -1hOSe 
balances are! plant. in service, $31,662 as of December 31. 1986; 
and depreciation reserve, $16,592 as of December 31, 1986. 

IT IS OOOORED that: 

h Authority is granted under Public Utilit.ies ();,de Section 4511 tor LewistOn 
sewer System to tHe an advice ietter incorporating the Stmnar'y of earnings and 
reVised ra~ scOOduie attacl$j to this resolution as A~ndices A itnd B . 
respOOtively J and concurr-ent.ly to cancel the presently effective rate 
scheduie~ fuch filing shall cOmply with Ger'lerai ~er 96-A. The effective 
date of the revised rate schedule shall be the date of filing. " 

2. " Lewist.on Sewer System" shall uSe a 3.85~ compOsite depreciatiOn -rate unt.ii a 
future depreciation study reviewed by the Water Utilities Branch indicates that 
a revision is warranted. 

j.' . 

3. lewistOn SeWer System shall record On its bookS of account the utility 
plant. and depreoiatio(l reserve beglrllliilg balances upOn ~ch t-he average 
8m6Unts adopted in this resOlution are based, and shall reflect thOse balances 
in its 1981 annual report to the Coomission. 

II. For the pJ.rpose of earnings tests in any of Lewiston Sewer system's future 
offset rate increase requestS, a rate of return on rate base not exceed1il.g 
10.50$ shall be considered reasonable • 
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5. This resolution is etfecUve tooay • 

I certify that this resotutlon was adopted by the Publl0 UtllitiesCommisslon 
at its regular'meeUng on February 10.. 1988. The following Coamissioners 
approved It.1 

STANLEY W. HUlETT 
PresIdent 

[){\NALO VIAL ..... 
FREOEt':UCK R. OUDA 
O. ;IJT(,.H£lL WiLK 

COO'\lnl.~~OO(s 
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APPENDIX A . 

• LDlISTON SEllER SYSTf11 

SUflARY OF EARNINGS 

OtlIlt~ Estimated 
Present. PrOpOsed Rates BranCh Estimated & Ad6~ted: 
Rates TesE Years Test Years • • 

'981 19B7 '9~ 19B9 19B7 19~ 19B9 : 

OPfm TIm REVENUES 

Flat late $ 750 $1,500 $2,250 $3,()()() $1,500 $2,250 $3,000 

OPERATiNG EXPENSES 
Purchasoo Power 380 386 380 .380 530 l,~l~ 510 
Pa roll. 1 200 1,200 1,200 1,209 1,1&65 1,4 5 
Ml~rlals 'HO 110 . 110 110 260 260 260 
Contraot Work . .235 235 235 - 235 235 235 235 
Office SJpplles 100 100 100 100 100. 100 100 
Aooting &: Legal 200 200 2()() 200 200 200 200 
General E)cpense 565 565 565 565 565 565 565 
Vehicle Expense () () 6 0 ~5 255 255 
Rent 0 6 () 0 300 . 300 300 

• 3Jbtotal 2,790 2,790 2,790 2,790 3,910 3,910 3,910 

~pr-ec. Expense 655 655 680 680 1,635 1,035 \,035 
Property TaXes 0 () 0 0 () 0 0 
Payroll Taxes 0 0 6 0 6 0 0 
Income Taxes 0 0 () 0 0 0 0 

&Ibtotal 655 655 680 680 1,035 1,035 1,035 

Total. Deductions 3,1&45 3,445 3,11'10 3,410 4,945 4,9~5 11,945 

NET REVENUE (2,695) (1,91&5) ( 1,220) ( 4to) (3,445) (2,695) ( 1.945) 

RATE BASE 

Avg. fit' in serv. 8,940 8,9110 9,700 to <X>O 31,187 30,112 30,712 ,. . 

Avg. Depr. Pes. 6,240 6,240 6,900 7,600 11,111 18,148 19.185 
Net Plant . 2,700 2.700 2.500 2,1100 111.076 12,56li 11,521 

Less t AdvanCes 0 0 0 0 0 0 0 
cont~tns 0 0 0 0 () 0 0 

Plus t Wrkg Cash 0 0 0 0 0 0 0 
H &: S. 1 0 0 () 0 0 0 0 

Less: Cap Adjust 6 0 0 0 675 2 528 1 511 
RATE BASE 2,700 2,700 2,~ 2,400 13,401 10:036 10:016 

RATE OF RETURN Loss Loss Loss Loss Loss LoSs loSs .1 Lewiston Water WorkS Rate Base 46.599 49.96l& 49 1984 
Total Rate Base per D.86-05-015 60,000 60,000 60,000 
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APPLICABILITY 

APPENDIX B 

Schedule No. 1$$ 
GElffiRAL SERVICE 

Applicable to General sewer Service. 

TERRITCflY 

. in the town of ~w1.stoo and vioinity, Trinity County. 

RATE 

For each connection., ••••••••••••• 

SPECIAL ffilmITION 

Per K>nth _ 
Effective 
1/1/89 

$7.50 $10.00 

. (e).
ee) 

(I) 

The. above rates apply to service oonnectioos not· larger than four inches 
in diameter~ 
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APPENDIX C 
OOiPARISOO OF RATES 

A oonpadson of "the pr-esent. and the Branch's J"OO()('lJ'QeOded rate$ Is shown below: 

Per Connection ••••••••••••••••• 

Per z.bnth 
Present. Recoamended 
Rates lates 

Effective 
1988 

Effeot.ive 
1989 

$10.00 

Percent. 
Increase 
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APPENDIX D 
Page 1 

A{()PTEO QJAm'ITIES 
(1m J 1988, ana 1989 Test Yeat's) 

Name 6f Company: Lewiswn Sewer System 

Net-to-G~ss Multiplier: 
Federal Tax Rates t 
State Tax Rate: 
t.ccal Franchise Tax Rate t 
Business License: 
Uoc6l1ectlble Rates: 

Expenses Test Year 1986 

1. Purchased power (Electrio) 

P~cifi6 Gas and EleCtric COmpany 

Totai o:>st ($) 
Rate Schedule 
Eft. Soh. rate 
kWh uSed 
$IkWh used 

2. Payroll:" 

3 .Payroil Taxes: 

1.& • Ad Valorem Taxes: 

$ 530" 
1-1 

II/lis7 
5831 

0.10006 (summer) 
0.08289 (\dnter)· 

.091 (avg) 

$l t 465 

None 

None 

Fl~t Ra.t.e ••••• i •••• ., • • • • • • .. • • .. • • • • • • • • • • 25 
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6. 

7 
8. 
9 

10. 

11. 

• Line 
No. 

1. 

2. 
3. 
q. 
5. 

6. 

7. 
8. 
9. 

10. 

11. 

• 

Operating Revenues 

AP~DIX D 
Page 2 

Aoomo TAX CALCtLATlcJNs 

1987 
Adopted Rates 

We FIT 

$. 1,500 $. 1,500 

o & H Expense~. 3,910 3,910 
Taxes other 'lban I~ 0 () 

1,035 Tax Depreoiation 1,035 
state Incotne Tax 0 

Sub-total Deduction 1I,9~5 4.91i5 

State Taxabl.e Income 0 
State lnoane Tax 0 
Federal Taxable loc6me () 
Federal Ir'ICoole Tax 0 

Total Inca:oe Tax None 

1988 
Item Adopted Rates 

<XFr FIT 

~eratiilg Revenues $. 2,250 $. 2,250 

o & H ExpenSes 3~91Q 3,910 
TaXes other Than Irlc<::me 0 0 
TaX Depreciation 1,035 1,035 
state Income Tax () 

&lb-total Deduction 4.9li5 4,945 

State Taxable Income 0 .. 
State InoCme nix 6 
Federal Taxable InCane 0 
Federal Ir!oane Tax b 

Total income tax None 
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APPENDIX D 
Page 3 

Item 

AOOP'l'ED TAX CALCuriTIONS 

1969 
Adopted Rates 

1, ~raEiO& Revenues 

2, 0 & H Expei'-Ses _ 
3, Tax-es 6ther nan IncXme 
~ • Tax DepreciatlOn 
5.. State Income Tax 

6, - Slb-total Deductloo 

7,.- State Taxable Income-a Stale IilcOOie tax 
9. Federal Taxable InCome, 

- 10. Federal inCaDe TaX 

11. Totai Income Tax 

OCFl' FIT 

$ 3.060 t 3.000 

3,910 3~910 -
0 _ (» 

1.035 1.035 
I) 

11.9"5 ~.9~5 

6 
0 

0 
0 

NoM 


