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PUBLIC VI'lLITIES OOtiISSION OF WE STATE OF CALIFORNIA 

COMMISSION ADVISORY & COMPLIANCE DIVISION 
Wate~ Utilities BranCh 

• 

RES01 UT !ON 

RE$)UJ'l'ION NO. W-3386 
February 2~. \968 

(RES. W-3386) BUHL WATERc<HPAN1 (a.lC) , ORDER 
AurnoRIZlOO A GENERAL RATE INCREASE PROOUCrOO 
$)135$ OR ,q.()~ AOOlfiONAL ANNUAL REVENUE~ 

BWC, by d ... ~ft advice letter a~ept.ed by the Water Uti~it.~es Branch (Branch) on . 
June 25, \981, requested authority ~er section VI of .General oro_et' 96-A ~ . 
Section q5q of the Public Utilities COde. to increase rates for ~ter servi~_by· 
$3~932 or t6.3~. BWC estiml.tes that 1981 gross revenue of $211,078 at present· 
rates wuld increase to $28,010 at proposed rates and would produce a rat.e of
return of to.501 00 tate base. awc,. Nish, EPTCO Visalia, EPTCO Porterville and 
PleaSant. Grove are all Small water" utilities under 000In60 bwnership Mid . _ -
operation serving a total of 965 customers tn the Porterville and Visalia area,· 
1Ulare County. Ail- five utilities have requested general rate ~rease3~, SlC 
seryes abOut 205 flat rate custOmers about three miles SOUthwest of ViSalia. 

- - . 

1118 present rates have been inettect since ,throh 11 t t983 pursuant to 
Resolution No. W-3016. dated February 2, 1983, whi~h authOriZEd a general rate 
increase. 

The &anch made an independent. analysis of BrlC's S1imlary of earnings. Append.fx. 
A shows arc's and the Branch's estimated SU!Im3ry of earnirigs At present, _ - . 
requested and adopted rates, &'C and the Branch differ in their esti.mateS of 
expenses and rat.~ base. 

The differences io estimated expenses are in purchaSed pOwer, eontract work;
transportation, office suppiJ.es and exPense, management Salary, employee 
pensioos and benefits, professional services, insurance, general expenses, 
payroll taxes and i~ taxes. 

The &-anch's estllriate for purohased power' is slightiy higher than ~C's.; ~ -
used its 1986 rec6rdM electric power billings as its 1981 est1mi.te. Th~. - . 
Branch acCepted BW(:'s p6sitioo tAat itS 1981 energy usage would be the ~e.as 
1986, but adjusted for 1981's lower energy rates. and cOrrected for thf.f effects 
of several small one-time out-of-perlod credits and minor mathematical errors~ 

The Branch's estimate for contract work is significantly higher than EWG's~ 
B'tlC estimated the test year by aVeragiilg the last three years' recorded 
eXpenses. The Branch started with the same three years' average but also 
adjusted for inflation and customer growth. The Branch thE'mestlmated an 
additional arnount for required water testing that awe hadilOt accounted for. 
The escalation factors USed by the BranCh fOr' this and other clcOOWltS were 
those provided by the AdvisOry &'anch ot the Comnissloo Advisory arid Compliance 
Division. SlC's owner has been operating these small water companies since 

-1-



" 

• 

• 

• 

about, t98Q. sO the Brall¢h agreed that. the three year perlOd ho seleat.ed for 
averaging in JTX)st. aooounts best. represents his current. mode of operations. 

Both mlC and t.ho Branch estimat.ed a nunber of the retraining expenses eXplained 
below for the fiVe comnooly-operated uUl1t.1es as ooe and apporUoMd t.hem On 
the basis of customers. There were only minor differences in the resulting 
allocation factors between BlC and the Branch. 

FOI" transportatiOn expense, BWC estimated 2~.()()() miles at. $0.21 per mile for 
the five ut.ilities, t.hen allocated the total 8.'OOI1g thall. The' Branch accep~ed 
the mileage esUrnate. but. used ~O.21 per' mile. the rate currently attowed by 
the Internal ReVenue Service for business mlleage. mro offered no suwort for 
its to.21 per mile figure. 

BWC's estirrate of office SUpplies and 'eXpense used the AVerage of the last., 
three years' recoNJedexpense. The Branch Used the same t.hree years' data but. 
separated out. the, 1986 purchase of t~ years worth of bulk C6mputer- suppiies 
from all five utilities' estimates, spread it over two years. and t.hen , . 
apportioned it. back. to the utilities using the allocation factors diScuSSed, ' 
earlier. The Branch's slightly lOWer estimte results from this treatment of 
computer supplies and the Branch's use of esCalation aM growth factors in its 
average. 

BWC's ~r does aU of the office. field and mnagernent work for all' fiVe .. 
uuHues. The BrailCh a~pted hls tOtal management. salary estillBt.e~ th~ Drl.n6i" 
difference sho\.'Jl is due Only to the slightly differing allocation factor's used 
by the Branch • 

The Branch agrees \lit.h B\C·s total estimate for pension and benefItS, but . 
disagrees with the l.'aY it was spread. The allOcatiOn factors were used to· 
apportion all but $1()() of' the total to t.he ti Ve utHities. t.hen the $100 was 
assigned to ~G ooly withOut apparent justification. The Branch believest.h3.t 
it lo'Culd ~ nore appropriate to distribute the total pension and benefit.s arOOlig 
the util ides in the sar..e manner as payroll. ' 

The Branch's $1,650 estimate of professional services is significantly lowe~~. 
t.h3.n SWG'S, EfflC est.imated $3,216 by averaging the last t.hree years' recorded·, 
eXpense and adding t2,OOO for consuiting tees charged for' this rat.e ca~e, The' 
Branch did not considep 198~ expenses because in t.hat year two accountantS, were . 
empi.oYed 00 a one-time ooly basis to help the utilit.y switch ovep to canpu~~r' .. , ' 
opel'ati60- and to set up office facilit.ieS to Mndle all five water utilities. - : 
These Costs are not likely t.6 ~ur in the r£3P future. The Branch therefore 
used the average 1985 and 1986 recorded costs adjusted for inflation and ., 
growth, and aItOr't.ized the ronsuH.ant.1s estimate,S- rate case fee over three 
years. the toinirrum period betweerJ rate cases. 

The Bi'anchls estiInate of insurance expense allocated to EWe is siightly higher 
than 8r:C' s because the Branch iooiuded $ too for the· cost of a bond required tit 
Tulare County to operate the five utilities. BftC had inciuded its share of t.he . 
~3,611 fop the 1987 liability preadum which had already been paid for all five 
utilities J but not the cost of the bond • 
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Tho Branch's estimate of general expense is 10\0ler than ale's. ~O estimated 
t-368 by averasing its last. Ulree years' recorded general expense. ,Th$ ~anch 
arrived at. its $90 esU~te by ¢6Odll6Ung an item by item review of the total 
1~"'Orded expenses of all five utilities, exoluding th6se items clearly not.. " 
oocess.."lry to their Operation. averaging the last.. three years' figures adjusted 
for inflation and growth, and apporUonlng the resulting amounts t.o each 
utility. 

B'.{C inadvertently did rot estimate payroll taxes. The Branch used the standard 
payroll tax rates applied to the payroll for aU five utilities and apportioned 
the total as described earlier to arrive at it·s $6110 result. for awc. 

The Branch's esUma.tes of inoome taxes are higher than ~Cts. awe stated that 
a 26J compOsite state and federal tax rate had been assl.l!led. but had n6. ' 
lo.'Orkpapers to suppOrt its estimate. The Branch calculated federal. inoome taxes 
using rates consistent. with the 1986 Tax Ref6r'm Act. and ~lcula.ted sta'te incOme 
tax at the revised California in<xxne tax rate for 1981. 

The differences between RW and the Branch In rate base are In ut:ti.lty· plant, 
depreciation reserve and working cash. . 

EWC used its average 1986 utility plant of $66,6t6 for its 1981 estimate. ". The 
Branch's higher esUnate of $611,820 for 1987 average plant 1s the 1986 end-of":' 
year recorded figure \otlich reflects all additiOns made during 1986 rather thin 
only half. There were no additions planned or recorded tor 1981. .'. 

Similarly, awc used its average 1986 depreciation r.es~rve or $39,532 for: teSt. 
year 1981. The Branch's average 1981 figure of -$Ij" 180 is better beCause it 
reflects the additional depreCiation accrued from mid-1986 to mid-1981_ . 

Bole calculated its $1,000 ,,"'Ol'king ~sh figure as one-fifth of an arbitrary. 
$5.()()() lump sum estimated t'or all fiVe utilities togethei'. The Branch used the . 
sir:oplltied methOd for an individual wate .. • utility using mOnthly flat rate 
billing as prescribed in the Commission's Standard Practice U-16, . 
"Determination of Working Cash AllQwance" to arrive at. its est.imate of $1,360 •. 

B'dC was informed of the Branchls differing views of expenses a.rld rate base aoo 
has stated that it accepts the Branch's estirrates. . 

BWC has ~quested a rat.eof return of 10,50% on rate base, 'arid theWatei- Branch 
concurs. This is the midpoint of the 10.25~ to 1().15~staOdard rate of return 
range reco:rmended by the AccOunting and Finanoial Branch Qf Coorn!Ssioo . ' 
Advisory and Compliance Division for small l00~ equity water utilities. 

Unlike three of its a fiiiiates , afC has not been ordered to establish a 
baIa.ooing account, and it has never done so. 

A notice of the proposed rate increas.e and pubiio meeting was mailed' to all 
customers (m July 14, 1981. <'Xle let.ter was received ff'OOJ the City of VisaUa 
Fire Department protesting having to pay for public fire hydrant Service. "Bh'C 
has been billing the City inac60rdance with tariff Schedule No. ~, Public Fire 
Hydrant Service. Since Publio Utilities Code Section 2113 prohibits a charge· 
for fire hydrant service except pursuant to a wr'itten agreement with the entity 
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providing fire prot.e¢tion, P«C prop6Ses to cancel its tariff Schedule No.5 • 
The l\'anch concurs. 

An engineer frOm the Branch and two representatives of }MC were avaHable at. 
a public meeting to explain the ~nc~se request and answer questions in 
Visll1a on the evening of July 21 t \981. No customers attended. 

A field investigation of BWC's system was made by a Branch englnee~ on August 
18 and 19. 19$1. Visible pOrtions of the system were inspected. pressures 
checked. COmpany records r-eseaNllM and cust«ners interviewed. AlthOugh 
service is satisfactory, the invesUgation revealed tMt no prodootion meters 
have bee-n installed at the t~. weUs serving a.lCls. system as re4ulred by 
General Order (0.0.) 103, "Rules Governing Water service Including _HlnimJIiI 
Standards for Design and CQr,stl"U¢tion. n BWC oOOwnds that Us ele6tri6 meters 
can be used as rr..easuring devices by applying a factor for waleI' production per 
kilowatt hOUr (kWh) coosOOled. .While thismeth6d might be used to roughly - .. 
approxirrate US3.ge. dooUning efti~Hmcy of the pumps over time, variations In 
well ",-ater Ie,'els aM other variables rrake it unsuitable for the l-equirements 
of G.O. 103. With separate \-'3wl" PrOOucti6n measuring device$. water . 
Pl~uction can be "eornpared with kWh cOnSl.nOO to detect any de-oHoe in PtnP 
efficiency before· service is affected. 

AccoNUng t6Ule Tulare County ~partment of Health ServiCes. ~CIS water ~tS 
all state quality standards •. Its two. weils provide an iunple,reliable suPPl.y 
and its distributioo system is in good condition. AdditiOnal water . 
cooserv;!!tion measures are not needed at this tkie • 

B'~C's present rates consist of a metered rate schedule. a reSidentialtlat rate 
schedule and a publio fire hydrant schedule. The Branch proposes to increase 
the flat rate schedule by the syst~m average increase authOrized bythls 
resolution and eliminate the tire hydrant Schedule as discussed earlier. 

B'.olC currently has no rr.eteted custOmers and has nO p~aris to install meters in , 
the i.I!rneditltefutur'e. H<r~ver, its tariffs give it the option to convert 
customers to meters, so the Branch has prepared a revised metered rate 
schedule. . 

SOlie's present ![.etered rate schedule consists or a service charge, a liftHine··-· 
blOck- of 300 cubio feet per month, aoo a block, for COrlSumpti.OO· over 300, cubic . 
feet. The. Branch proposeS to revise the schedule to include ~ service ,charge -.... 
which WOuld recover revenue inproportioo to SOJ of StCls fixed exPense-s,and a 
single metered quantity rate. "This is oonsistent with the Ca!ni~loo's ratE! ' ,. 
design policy for water cOmPanies established by DeCision 86-05-{)611 effective· 
Hay 28. \986, ,.'hlch calls for phasing out lifeline rates, aliows for redu9t1.oo 
of rui Uple blocks to a single block and recovery of up to 50~ of fiXed 
expenses through the service charge. 

The level of the propOsed metered rate schedule is such that the average .... 
custoo:er's charges \-'QUld be the sal'OO under it as under the flat rate schedule. 
The resulting rates on the redesi.gned metered rate schedule are lower than 
those on the present schedule. the derivation of ,..,..ich 'has been lost over the 
years. Since ttiere are no customers, however, neither the utilityls revenues 
nor customers' bills are affected by this realignment. . 

-IJ-



• \ 

", 

• The Brar.ch ~COO'rtleOds t.hat. the CQurnissioo authorl ze an increast) in gross 
revenue of *3,358 or 111.0J. This increase pro'w'ides a to.5OJ estimated rate of 
return 00 rate base In test. year 1981, 

At. the re«>mnended rates show in APPendix B,tha ro6rlthly biU. for a typi¢al 
flat. rate residential cust«ner ~ld ioorease fNA $~.55 to "0.90 or \4.1~. A 
C(lroparison of t.he present. and reonnended rat.es is shown in Appendix C. 

FINDINGS 
-

1. The franch's recourJended surrrnary of eamings (Appendix A) is reasonable and 
should be adopted. 

2. The rates reoomnended by the Branch (AppenUx B) are reasonable and shOuld 
be authorized. 

3. The quantities (ApPendix D) used to develop the Branch's recomneooation are 
reasonable and should be adOpted. 

II. &'C should be ordered to oomply with General Order 103 by instaiHng8. ,;, . 
suitable measuring device or otherwise determining prOductioo at. each Sbutge of 
supply. BrIG shOUld be aliowed to fHe an advice letter to. begin reoOvering the 
reas6r'lable cost. of such installations after t.hey haVe been put. into operation. 

5. Tariff Schedule No.5, fublic Fire Pro~t.ionJ shOuld be Mn~Hed •. 

IT IS ORDERED that: 

• 1. Authority is granted under Public Utilities to1e Section-1I54 f~ BUhi· Water 
Company to file an advice letter incorp6rating the sUJllnary of earnings and 
revised rate schedules attached to this resolution, as Appendices A arid B 
respecti.vely I and cOOcurrently to cancel its presently effective rate Schedules 
Nos. 1, 2R and 5. Its fHing shan comply ,,'!th General Order 96-A •. The. ' :. 
effective date Qf the revised rate scheduies shan 00 the date of tiling. 

• 

2. Bubl Water Company shall comply with Genera.i Order. 103 by installing a :'. 
suitable measuring device or otherwise determining production at each sourCe of . 
supply within one year of the eftective date of this resolution •. ' Puh'L Water' 
COOlpany is authOrized to file an adviCe letter to begin recovering the' , . .. 
reasonable COst of' itS in.staHaUons after they have been put into operation. 

3. This resolution is effective tooay. 

I certify that this resolution was adOpted by the Public .Utilities ~Ssion 
at its regular meeting On February 211, 1988. 'Ibe following ~j.;>S~9O€.i's 
approved it: : .-.') :'-.11 11 ",,; f. . 

STANLE\' W. IlVl~E1T 

DO""A Pr~idelit 
n LD VIAL 

JOliN B. OHANIAN 
Comml$sloners 
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Item 

Operating Revenue 
Uet.ered 
Flat Rate 

Total 

Operating Expenses 
(\u"'Cha sed Power 
Y.atel"ials 
Contract Work 
TransportatiOn 
Other Pl. Maiot. 
Office Saiaries' 
Off. Suppis. &: ExpS. 
t'@llt. salart~-!, 
Empl~ Pen$. & Ben. 
lJocoi lectibles 
Off. Serv. &: Rent 
Prof. Serv. 
Insurance 
General Expense 

Subtotal 

Depr€6iatioo 
Property Taxes 
Payroll Taxes 
Income Taxes 

Total Deductions 

Net. Revenue 

Rate Base 
Avg. Plant. 
Avg. Depr, Res. 
Net Plant 
Less: Advances 

COntrib. 
Plus: ..... ork. Cash 

Hatli. &: Supp. 
Rate Base 

Rate of Return 

APPENDIX A 

amI Water Corrpany 

Sll'tlM~\' OF EARNINGS 
(Test Year 1981) 

t Utility EstiMAted 
: Present Requested 

Branch Estimated a 

R3.tes Rates 

4,551 
592 
226 

1,369 
117 
,0 

1,417 
8,45~ 

293 
. 76 
888 

3,216 
763 

., 368 
22,396 

,l,8It,2. 
6fl2 

() 
.. 0 

21i,880 

(802) 

60,616 
39,532 
21,084 

o o 
1,000 

100 
22, 18~ 

Loss 

o 
$28,OtO 
$28,010 . 

4,557 
592 
226 

l,J69 
117 
,Q 

1,417 
8,454 

393 
76 

8M 
3.216 

763 
368 

22.496 

l,SQ2 
6~2 

o 
700 

25,680 

2,330 

60.616 
'39.532 
2t,08~ 

o 
o 

1.000 
, 100 

22, t84 

10.50~ 

Present I Requested: Adopted z 
Rates Rates: Rates, 

20,893 

1,8112 
6~2 
6~0 

14 

6lI' 826 
, ,. ' 

41,180 
23,640 

o 
o 

1,360 
100 

25,100 

().19~ 

o 
$28,010 

, $28,010 

. 611,820 ' 
4' ,180 
23,640 

() 
() 

1,360 
100 

25,100 

64 820,' . .. , 

41,180' 
23,640 

o· 
() 

1,366 
100 

25) 100 

12.27~ .10.50% 



' . 
• 

• 

• 

APPLICABILITY 

APpm!)}X B 
Page 1 

Schedule No. 1 

GENERAL KEiEREO SERVICE 

Applicable to all metered water 5el"'vice. 

TERRITORY 

Tract. No. 2~9, and vioinitY, approximately) miles southwes~ of the City ()f 
ViSalia, 1\llare County. 

RI.TES 

Per ~ter 
Per Month 

Q.JmUty Rates: 

Ail wale!", per 100cu.ft ......... I .••••••• i ••• 

. Service Charge ~ 

For-5/S x 3/~.;.inch metel"'o ... ~ •• , .-...... , ••• ~ .. . 
FOr' 3/11-inch met.el"', , ..................... . 
FOl'" 1-inch mete!", •••• , •••• , ••• ·, ••••• 
Fol'" 1-1/~-inch mete!" •••• ,.~ •••••• i.' ...... 
For 2-inch meter •• ,.~ ••••••••••••••• 

-4.50. (R) 
6.60 --' I 
9.<» I 

-12.M I_ 
. 17.SO (R) 

The service charge is applicable to all metered 
service. It is a- readiness-tO-serve charge to 
which is added the charge,' cOmputed at the . 
Quanttty Rates, fOl'" water used during the month • 
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.APPLICABILITY 

APP~DIX B 
Page 2 

Schedule No. 2R 

RESIDENTIAL FLAT RATE SERVICE 

Applicable t6 all flat rate residential water service. 

TERRITORY 

Tract. No. 2~9. and v"toinity, approximtely 3 miles S6uthwest.· ot the City of 
Visalia. 'fulare ():)u.ilty. 

RATES 

For each single-fSrndly residential unit . 
1001OOiO$ premls~s nOt exceding 11,660 . 
sq, ft. in area ••• 0 •• .; ••• -••••• 0".;. ••• , •• , .. ~ 0.' 0 

a. 

b. 

For each addfU6ilal single:-fiunily': . 
residentialuiiiton the "same prcinlses 
and served~ the Same service 
connec tioo ••• , ••••••• ;. •• .- 0 • oj ,; ;. ••••• " •• ". , •• 

fOt ... each too Sq.ct.. of premises in 
excess of 11,000 Sq.fti.i •• i •• ~ ••••••••• o 

SPECIAL CONDITIONS 

Per Service connect.ion 
" Pel' Jbnth . 

$10.90 (I) 

(1) 

0.08 

1. The aoove flat rates appiy to a service eonnection not larger than ooe inch
in dia'Oeter. 

2. If the utility so elects, a iOOter Shan reinstalied aooservice provided. 
under Schedule No.1, Metered Service~ . " 
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APPENDIX C 

OOiPARISOO OF RAT&S 

A comparison of the present. and Branch IS reoomneooed rates is shown below I 

Pe~ Meter/Service Conneot.i6n Pe~ MOnth 
Present Rec6mmended Percent 
Rates Rates Increase 

HE:rERED SERVICE 1/ 

QJ.anttt.y Rarest 
First. 300 cu.tt, or less •• ,."". 
Over 300 cu. ft., per 100 cu.tt •• 

Service Olarget 

For 5/8 x 3/~-inch mete~ •••••• ii • , 

For 3/1t-ioch ~t~r ••••••••• 
For l-inchmeter.iii •••••• 
For 1-1I2-1nchmeter ........ . 
For 2-inch mete~ ••••••••• 

RATES 
. -

For each single-family residential 
unit including premises not -

$ 0.40 
6.55 

exceeding 1',000 sq.ft. in area •••• ~.i $ 9.55 

a. FOr each additional single-. -
family resident.ial unit. on 

. t.he same premises and served 
from the same -service 
connect.ion ............ -•• " •• " .. .. 

b. For each 100 sq.ft. of premises 
in exceSs of 11,000 sq.ft ••••• 

$ 0.26 
0.26 

4.50 
6.00 
9.60 

12.00 
11.50 

$ 10.90 

0.08 

-
(10.0~) 

- (10.4J) 
(10.0~) -
(11.1~)· 

. (10.3~) -

14.1 

l/There are currently nO customers under the metered service schedule • 
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APPENDIX t> 
Page 1 

ADOPTED QOANTITIES 
(Test. Year 1981) 

N3I'le Of ~n)': Buhl Wat.er Company 
Nct-t6-Gross Hul t.ipliert , ,291 I 
~~rolThxb~t 1~ 
State Tax Rate: 9.3~ 
Business License: None 
Onoollectibles: $ 16 

Expenses for Test Yea~19B1 

, • Purchased Power 
Electrio t . 

'Southern California Edison 
Rate Schedules 
Effective Date of Schedules 
kWh 
$IkWh _. . 
ServiceAUnim.lil Olar'ges . _ . 

. State Eliergy SJrcharge @$O.()()()2IkWh 
Total Cost -

2. Payroll -and Elnployee BenefitS 
Payroll . 
Payroll Taxes 
Ett9ioyee Pension & Benefits 

3. Ad Valorem Taxes 
Tax Rate 
Assessed Value 

Service Connections 

1. l-:etered Service 
l-Seter Size 
For 5/8 x3/~-inch 
For 31~~inch 
For I-inch 
For 1-1/2-inch 
For 2-inch 

Total 

2. -Flat Rate Service 
Single family leSs than 11,000 sq.ft" 
a. AddiUor'Ial Units . 
b. For each 106 sq.ft. over 11,000 

sq.ft. <69,643 sq.tt.) 
Total 

$ 8,~80 . 
640 . 
320 

$ 61&2 
1.0612~ 

$60,500 

o 
() 
o 
o 
o o 

168 
o 



'\ 
~ .. 
• 

• 

• 

• 

Line 
No. 

t. 
2 • 

. 3. ' 
II, 
5. 
6. 
7. 
8. 
9. 
to. 
11. -
12. 
13. 

APPDlDn: D 
Page ~ 

AOOPTED: INcOME TAX CALClLATIONS 
Test. Year 1981 

Item 

Qperating Revenues 
O&M Expense , 
A&G ~nse 
Taxes Other Than Income 
Depreolatlori 
Inte~st. 
State tax ,. _ 
Total i'k-ducUoils - " 
$tate·t~able I~ 
state Tax (9.)J> . 
Taxable I066mefor FIT 
FIT (\5~) , , 
Total Income Tax 

(;cIT -
$21,436, 

7,119 ' 
13.714 
1,282 
1,8112. 

o 
, 2~,017 

. 3,4.19 
318 

3,101 
, ~65' 

783 " , 


