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OOMMISSlOO ~ & OOHPI...V.N<E DIVISlOO 
Water utilities Brallctl 

RmOl11I'IOO 00. W-3390 
February 24, 19S8 

(RES. W-3390) EPIOO WMm a:HPANY, ~ 
(EWCP). ~ AliMIUZIm A GmElOO. RATE ~ 
~ $2,i60 ~ 41.4\ AIDITI(:tru, ~ REVENJE, 

W7 

EW<;P, by draft. advice iettar ~ by.the Water utllitles Braid\.(Braidt) 
a'l Jwle 25, 1987, ~ authOrity UI"der secti<:n VI of ~ 6ider 96-1\ 0 

aid secticn 454 6f the l\1blio utilities oxJe to ~ rates for \laut . 
service bt $3,646 or. ~9.9'. EWCP estimates that 1987 Ogress revetue. 6£ $5(214 
at ~ rates WOUld ~ to $8,860 at . I'qX:lSEd rates aid wt:uld. ~~ p ~.. P. .t_'- 0' • ~1a~ . a rate of ~tum ot ... 0.50\ 00 rate base. E.'WQ>, ruhl., N.u:iCl, EP100 visal. .. am 0 

pi~ GroYe are small water utilities urder oommcn ~ ani q:.eratlcn 
servuq a total of 955. oJstOmers in t:.ha ~1il~ aid vlsai.ia area, Mare 
CcOnty. All five utllities have rEq.lest.Ed general rate 1n::reases.. EwCP 
saves about 53' flat rate ruStomers in the city of Porterville. 

'Ibe present rates have been in effect s~ November 1.8, 19S0 pIrSuant to • 
Resolution No. W'-2743, datEd NcNember 18, 1980, which authorized. "an offSet 
rate in::rease. ~s last general rate i..tx::rea.se became effective April' 2, 
1980 PJrsuimt to P2s01utia'l W-2621 dated April 2, 19BO. 

'!he Bran:h made an ~ analysis Of EWcP's SUJ1llMiy ot eami.n]s.0 
~ A shows EWCP's atxi t.he Braidl's estimated SI.lJIImal'.Y of eamlrigs at 
present, ~ aid adc¢.ed rates. EWCP atxi the Branch differ .in eStimates 
of ~ am rate base. 

'!he dift~ in estimated ~ are in eontract work, tzanSportaUoo, . 
other plant maint:.enanoe, office Suwlies am ~, professia-.a.l savioEs, 
general. . eJ<penses, depreclfltioo, payroll taxes ati.t i.ooome taxes. 

'!he Branch's esti.mate for oontract Work is significantly hlghei-thail' EwCPis. 
EWCP estimated the test year l7j averagil'g the l~t three years' Z'1!!Oor&O 
expenses. 'Ibe BraN:h start.eci with the same t.hree year average but alsO 
adjusted. for inflation ani wstomer qtowth. '!he oaratdl t.heil tst1ma~ an . 
additional amamt for ~ water t:e.sti.ig that EWCP had oot aocounted for. 
EWCP's owner has been ~tiIg theSe small water oomparues s100e abaIt 1984, 
so the Brar'lch agreed that the 1:h.ree year peri.<Xl be selecte:l for averagin:J m 
most: iicca.n1ts best represents his run-ent mOOe of q:-.eratiais. 'lht! esciUatloo 
factors used by the Br;atdl for this ani other ao::a.mts were thoSe prtNided by 
the Mlisory Bran:h of the Commission Advisory am O:nnpli~ Division. 
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&:>th EWCP ard the 8raJ'dl estimated. a ra.unber of the reJnal.nliq expenses 
e)(plalned belw for the five 0()JDJD(:nl.y-<:perated. utilities as cae aM 
awortioned them Ct\ the basis of customers.. 'lbere \lel"e Mly aJ.nor cUffeIeu::es 
in the resultin:} ailOcatioo factoxs between EWCP atd the Brardl. 

For transp6rtat1en ~, EWCP estimated 24,000 miles at $0.27 per mlie tOr 
• the five utUiUes, then aliocated the total amorq them. 'lbe Brar'dt aooepted 

the mileage estimate, hIt used $0.21 per mile, the rate cu.rrently allowed bJ 
the lrlternal ReverJ.le servloe for b.l.s1ness mll~ EWCP offered 00 SUfPOrt 
tor its $0.21 per mUe fl~ 

'lhe Bralich's estimate of other plant ~ is slightly lower than 
EWCP'S. EWC'P estimated the test year by averagliq the last three years' 
reo:,rded ~ 1M Bratdl st:.arted with the same three year average hIt 
also adjusted tor lnflatia'l aid CUstaner growth. 

EWCP's estJ..mate of office ~lies aid ~.used. the average of the ~ast 
t.hitle years' reoorded ~ '!be Brandl. used the same t:hree years' data bJt 
sEpara~cut the, 1986 ~ of two years' worth of b.llk ooq:uter sutPiies 
from all five utilities' estimateS, ~ it CNer two years, aid then .: 
aworti6n9d it back to the utll.itles uslig the a110caticn factOrS dtSoJSSecl , 
earlier. '.lhe Brarm1s slightiy lOwer ~te results from this t:rei!tmerit of. 
00lnpIter SUWlies ani the Brardl's Uge 6f escalation 8l'd gi(7wth factOrS in its 
average. 

'lba Bratdl1s $1,0s6eSt!mate of protessialai services is signifialnUylower 
than EWCPts. EWCP estimated $2,533 byaveraglig the last t:hJ:ee years' . 
rerorded ~ am aMJ..ig $2 ~ tor a:nsultirg fees ctm-qed for this rate 
case. 'lhe Braidl did I'lot ot:rrs1.der 1984 ~ becaUse in that ~~ two . 
aoocunt.ants were employM a'l a ooe-t1me only basis to help the utilitY switch
c:NeI to coroprt:.er q,eration am. ~ set up office facUities to haidle au fi.Ve 
water utilities. 'lbese <XlSts are oot likely to reocx:ur in the near fUture. . 
'!he Branch therefore used the aVerage 1985 ani 1986 ~ oostsadjUstEd 
for Wlat!at aril cfrowth, aixlamortizEd the o:x'lSul.tantl s estimated. rat.ecase 
fee over tlu"ee years, the minimwn pericd between rate cases. 

'1be Branch's estimate of general e>:pense is It::N.er than EWCP's. E.WCP ~ted 
$9() t1i averagh'q its last ~ years' rea)l:doo. ~ ~ 'lhe BraJlch 
arrived. at its $20 estimate by a::n:tuctiiq an item by item review of t:h$ total 
:r:E!a)roed ~ of all five utilities, exolu:l.iig thoSe items clearlY.im· . 
necessaIy to their c.phatim, averagm;, the last t:hl"ee years' figures adjUsted 
for inflation ani growth, ani aworticniig the iesult.iig amo.mts to each 
utility. 

'lbe Branch's estimate of deprecia.tion ~ is higher than EWCP's. EwCP 
used the recorded 1985 depreciation expense for test year 1987. 'lbe Briin:h's 
estlmare is better because it is consistent with EWCP's am the BraIx:h's 1987 
plant estimate. 

E"tlCP lladvert.eiltly did rot estimate payroll taXes. 'lbe Branch USM the 
stamard payroll tax rates awlied to tM payroll for all five utlliuesarrl 
awortioned the total as described earlier to arrive at its $160 resuit for 
ElYCP. 
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'!he Branch's estimates of irYX>me ta)(es aI'e hl~ than EWCP'a. ~ stated 
that ~ 26\ ~it.$ state an:l federal ta)( nt.$ had been assUD8d, Wt had no 
workpapers to SlJI=POrt its estimate. '!he Braidl cal.cul.a~ fedenl ~ 
~ usJ..rg rateS oe:nsistent with the 19&6 Ta)( PJeform. kt atd calwlated state 
incQne tax at the revised ca1ifoxnia J..ooome ta)( rate for 1987. 

'lb& diff~ between EWCP aid the Brardt in rate base axe in depreclaticn 
resexve am workJ.n:) cash. 

EW<3> used its reoordecl average 1986 depreciatim ~ of $9,985 as itS test 
y6ar 1987 a~ resexve. 'IM 8ral'd\'s avezage 1987 figure of $10,250 is 
better because it reflects the a<W.timal depreciatia't aoc:rued frca. mid-1986 
to mid.-1987. 

EWCP ca10Jlateci its $1,006 worldtg cash fi9Uri as a'e-fifth of an a%bit:ral:y . 
$5,660 lump sum estimated tor ali five utilitieS together. 'lbe Branc:h Us«t . 
the shoplified met:hod for an Wividuai water uti1!ty usJig ~y_!1a~~~ _ .. 
bllHigas prescdW in the~1ssiQ\'s staJdaro PracU6e U-16, .... 
·'DetennWUen of Work.iJ¥j cash Allow~ to arrive at its estimate ot $430. 

EWCP was Wormed of the Brai¥::h's difled.Dj views ot ~ aR:l rate baSe am. 
has stated. that it acx:epts the Bratdl.'s estimates. . . 

DlCP ~ ~ a rate of ~ of iO.5O\: 6r'l rate base, .atd the Watkr . 
Braidt·~ 'lhtsis the midp:>int of the 10.25\ to iO.75\ st.an::Janl rate of 
return ~ ~ by the ~ ani Finaoo!al. Brardl 6f the . 
a:.mmissloo Mvisory ani ())mpliarcl Divlsioo tor small 100\ ecpity water 
utilities. 

By ReSoluUcn No. W-2743 dated NcNember 18, 1980, EwCP waS ~ to ma1ntain 
a. baianciig ac:xnmt tor ~ pc7wler. 'IM present owner a<:qJ.ired ~ iri 
1983 ard haS rm .mtrlnt.a.ined a. bllaoouq A<Xxm1t sl.rce that time beCauM no 
reoJnis w~' tra.nsferred to him.- '!he Bratdl's review· iidtdltes that if a· 
balamiig acco.ItIt had been. kept, it would be un:iertx;,1~ect.Ed.. E.WCP 1s 
prupostrg to use. a zero bal~ with this rate prooee.:ihg aid beqiil .. 
mai..iltainiig a balaooirq aa:o.mt with its next offset rate~, ani the 
Branch~ 

A tOtioe of the prqx:sed rate iiK::rease aid plblic meeti.rq was mailed to all 
customers en July 1.4, 1987. No letterS were ~ved from customers in . 
respc:nse to the notice. 

Ail eD:jlneer from the Brimc:h aixi two representatives of EWCP were avali.i.ble ~t . 
the p.lhl~c meetin:.J to explain the :increase ~ am arlStrIer <pest:1CriS in 
Porterville en the eveniri:j of July 22, 1987. Fo..Ir alstoiners atten:1ed.· 'Ihel'e 
were no oomplai.nts related to water sm.vioe am ail <pestions ~·the 
recpest.ed rate ~ were answered to the customers' satisfactien. 

A fieid investigation of EWCP's system was made by a Brandl en:jmeer· 00 AUgUst 
18 arrl19, 1987. Visible port:t~ of the system were inspecte:l, p~ 
checkeci, CX>lII.p.3ny recoD:ls researdleci am customers interviewed. Al t:hCO:]h 
service is satisfactory, the investigation revealed that 00 pzoiuct1tn meter 
has bE!el installed at the one well serviiq EWtP's system as rep1red by 
Gereral. order (G.o.) t03, ''Rules ~ Water Service IOOlu:li.ig MinImum 
st.ardal:ds for Design am Con::.-tructia'Lu EWCP o:rn:ems that its electric meter 
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can 1)$ used as a IDGaSUrlrq devioo by awlyJ.n:J a factor for \rIater ~Q\ 
per kil6Watt hOur (kWh) ~ While thJ..S JrIethod mIght bet used to ~y 
~t$ usage, 'deciinlitj etfioi~ of the pump C:Ner time, variatiens in 
well water levels ani other wriables maM it \D\sU1tabl.e for the ~ 
ot G.~ t03. With a separate waterproduct!oo measur1.rll devioe, water -
pro1uctioo can be ~ with kWh ocnsumed to detect artt decline in p.DDp 
eff1cl~ before servioe is affected. 

Alt:hoOgh EWCP has oo1y Me well, the City of POrtexVllle has mains in close 
proximity ant o;:ql.d provide ~ sezvioe if ~s w$ll talled. 
hx»rdhir t6 the Mare 0Junty Depart:ment ot Health sexvioes, EW~s watet 
meets all state q,lality st.ardardS. Ita well provides an ample, reliable
Sul:Pl.yaid its c:llstrib.ltial system is in good ocnllticn. Miltlcml. water 
oOr\Selvatioo measures are liat naeded at this time.. ' 

EWCP presently ~ auya residential. flat rat:$ schedule.. '1he Brardl piq;osl's 
to inC:rease the nat rate sdledul.e l7J the system average ~ authorized 
by this resoluticn. 

EWcP rurrentiy haS 00 metered dlstane.rs aid haS no pl.ans to install meters in . 
the imma:Uate futUie. HoWever, its tariffs give it the c:pt1oo to ~t . 
Qlstomers-'t6 MeterS, So the BraJxh haS prEparEd a ~ tate ~e \rihldl· 
i.rclu.:ies a OOl:'viCIB ~ which t..tOOld i:eci:NEtt revetJ.le in prqxrtici\ t6.50\ Of 
EWCP's fixed~, aM a, idigle metered. <ptmtlty rate.. '1hiS _ is .0000istent 
\11th the OlinmlSsim's _ rate deSign pol.i~ for water ~es established by.- -
~1sim 86-65-06-4 effective Hay ~8, 1986, .Which calls for ~iriJOut. , .. 
lifeline rates, allows toz; X'eductlatof multiple blocks to a sltgle blOck aid 
rEaNery of up. to 50\ ~f fixEd. ~ ~_ the sezvice ~ 'Ibe level 
of the piqX)se1 metered rate ~e is Such that the aVerage eostomer's_ 
charges wCUld be the same urrler it as un:ier the flat rate sc:hEdu.ie. '.-" 

'!he BraiK:h ~ that the Cbmmj sSia'l authorize an increase in 9J:oss . 
~ of $2; 160 or 41.4\. '1h1.s W::rease provides a 10:56\ ~tecl zate of 
return ai rate base in test year 1987. 

At the recomme.rded rates showillia ~ B, the mtm:hl.y bUI for it ~icai 
flat rate resldentlai alStomer woo.ld ~ from $1.46 to $10.55 or 41.4\. 
A oompar1scn of the present ~ reoommerded rates is shown :in ~ c. 

FINDlNGS 

1. '!he Braidl's ~ SUlnmazy of ~ (~A) is rea.scmable 
ard shoold be adcpted. 

2., '!he rates ~errled by the Branch (~ 8) are reasonable an:i sbwld 
be authorized. 

3. '!he quantities (~ D). u.sed to develcp the Brarrl1's ~t1al 
are reasonable atrl shoold be adopted. 

4. EWCP ~d be o~ to comply with G.O. 103 by i.nstalliig a ~table -
measuri.n:J device. or othenIise det.ermini.n::j pioductioo at its sc:oroe of Sufply. 
EWCP shcold. be allowed to file an advice letter to beqin ieooveri.l'tj the 
reasonable cost of such installation after it has l:Een p.It into opezation. 
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IT IS aumD thatt 

1. I\Ut.hOrlty is ~ urder Publio utllitles ¢ode sectlm 454 for EPt<» 
Water Company, ~llie to tile aoadvioe letter J.rxx:;~t.J..ni the smrmary 
of eam!n:Js ard reviSed ra~ sc:nedLlies attached to thlS resoluticn as_ 
~oes A ard B tespectiw4y, ,aM_ ocn::u.rrently to ~ its t%asesl'lly 

- effective ratE. Sc::h$&lle No. 2R. Its fllirq shall OOIDply with General Older 
96-A. 'lhEt effective date Of the revised Schedules shall be the date ot 
filin:J. 

2~ __ ~_ water ~~ POrt.ervllie ~ ,~y with General ~_103 ~- , 
instaillnj a sui~e ~1n.1 devi~ or Otherwise detemiJiliq ~al at 
its ~ 6t ~y within one- year ot the effective date of this resoluticn. 
EPitO Water Company,' PorteIVfile is aUthorlzed to fi1~ M Ad\tJ.oe letter to
begin ~1.njth9 ~e oost: of its .installaticn after it has been PIt 
into c:peraticn _ : 

3. 'lhis resolutiai is effective today._ 

I ~fy~t thlsk'eSoiutlcn ~ adCptEd l7.i the Publio \1tllit1~ ODmissicn 
at its regular meetltg a\ FE!bz\my 24, 1.9s8. 'lbe followirq OxamiSs!a'Iers _ 
atProvtd it: _ _ . -_ - - - _ _ _ 

STANLEY W. itutEtr 
-' " Ptes!dent 

DONALD VIAL _- _ 
JOHN B. OHANIAN -

CommiMl6nelj. 
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• APPmDIX It. 

EPlm Water 0t'I!pairj, ~llle , 
~OFEARmcS 

(Test Year 19&1) 

utilItY EstilM.ted I I I 8ral'd\ Estimated 'I I 
I I PreSent I~I Present I ~I~I I Item I Rates I Rates I RAtes I RAtes I Rates I 
~t1tg RE!Yen.ie 
Metered 0 6 0 0 0 
Flat Pate $ 5.214 $ 8.860 $ 5.214 $ St 866 $ 7 1374 
Tota1~ 5,214 8,860 5,214 8,860 7,374 

~tlrg~~ 
1,334 ~POwer 1;334 1,33.- 1,334 1,334 

Materials 117 117 U.7 117 ll7 
0Xttract Work 96- 96 420 ,426 426 'I'rariSpOrtAticn', ' 354 354 280 2s0 280 
Other Plant Millnt. 196 196 110 110' no Office Salaries ' ,0 0 () () 0 Office suR>lles , EXp. 431, 431 426 420 426 
~,~arles 2,186 ' 2,18~ , 2,186 2,186 ' 2,186 

• - IWLsion " Benefits 76 76 76 76 76 lJn(X)i.i.ectibles 63 63, 63 63 63 office'Serv. "Pent', 229 ~29 229 229 229 
Professiaioll sezvioes 2,533 2,533 1,050 1,650 1,050 
Irisuran::le 197 197 197 197 197 
General ~' 90 90 20 20 20 SUbtotal. ' 7,902 7,902 6,502 6,502 6,502 

~li3ciat1on 295 295 33& 3:30 330 
~~ 128 12S 128 128 128 
Payroll Ta>CeS' 6 ,0 160 166 160 
Incx.tre TaXes 0 250 0 460 59 

'ibtal. Decllrticm 8,325 8,575 7,120 7,520 ' 7,179 

Net R.everue (3,111) 285 . (1~906) 1,340 195 

Rate BaSe 
Average Ii'lant 11,578 H,578 11,578 11,578 U,s7& 
Average oepr. ReS. 9,985 9,985 10,256 10,250 '10,250 
Net Plant 1,593' 1,593 1,328 1,328 1,328 
~: ~ 0 0 0 0 0 

Contrib. () 0 0 0 0 
Plus! Work. cash 1,()()() 1,000 430 430 430 

Matll & SUW. 1oo 100 iOO 160 100 
Rate BaSe 2,693 2,693 1,858 1,858 1,858 

• RateofRetum IDSs 10.50\ Loss 72.12\ 10.50\ 
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APPLlCABtLrri 

APfflolDD( B 
ParJe 1 

SChecklle No. 1 

GENERAL HE'lf.ml} smJICE 

Awlicable to all Detered water Sexvioe. 
-~ 

, 'Ih8 uninooIp6rated. area Jrcl~ Tract 239 adjacent to State 
_lli9hWaY 65, ~te1y 1 1/2 alles oortlNest ot ~ille, 
-'l\llare O::unty. 

PA'IES 

Q.,lantity Rate t 

All water, per 100 ai. it •.••• 0 • 0 •• 00 ~ ... " ••• i • 

FOr 5/8 x 3/4-indh ~ ••••• , ••••• , •••• 4., ••• 
~r 3/4-inch meter~ •••• 0 • " •••••••••••••• 

FOr 1-:inc:b. met.er, " •• 0 •••••• , •••• .-•• ~ , " 

FOr 1 1/i-in:h JietEir ••••••••• , • " .- ••• " • " •• ~ 
FOr 2-indh meter ••••• ~ •••••••••••••••• 

Per Meter
Fer M:::nth 

$ 0.22 

$ . 4.65 
s.io 
7,-00 

- 9.30 
12.60 
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APmmiX B 
~2 

ScheduleNo.2R 

JUSImmAL flAT RATE Sl1M:CE 

APPLICABILI'IY 

Af.pl1cabi..e to all residentl.al. water servioe tuml.shecl en a fiat rate 
basis. 

~ 

, 'lhe \II'lim61p)xat.e:1 ~ ~ullig Tract No. 239 ari1aoi!nt. to- 8tat& 
Highway 65, atPiox1JMtei.y 1. 1/2 miles t'mtl1west of the City ot 
R)rtervll1e, 'l\1l.are Cnmty. ' 

~ 

For a' st ...... te-tamuy riSidentiai. unit ~~ , " 

Per service CC'II~CX'\ 
~ M:t1th' 

irol·~: ...... ,- ':.i-es not eXceeclli' ~~ prem ,rq , 
9,660 Sq.ft. in area •••• " ...... , •• lit..... $10.55 (1) 

For each 100 sq-. ttl 6t pmni ses in ' 
excess 6f 9,060 sq.ft. ••••••••••••••••••• o.~ (I) 

SJlfcrAL <XtIDITIOOS 

1. 'Ihe abCNe flat rates awly to a service oOllriectial rot larger thall' 
roe in:h in dl~. ' , -

2. PSsidel1tiai. savioe rot provided for above shall be tumJ..shed ~ a ' 
netered basis only. ' , 

3. _ If ei~ the utility or t:))e ~ ~ Meets, ~'~ shali'be " 
instl1iled ani sezvioe provided ~ sc:beduio NO. ii-General ~ 
sezvioe. Mlen a neter is installed at cptioo of '~. neteiOO 
sezvioe Dlist be <XIIlttrued tor at least 12 m:mhS Wor$ service will 
again be fuinished at flat rates • 



RfSImmAL FlAT RAm smVICE 

For ead\°100 ° - .• tt: ° of 
• 0.. SCI , 

Per SG%vi6e Cttlileict1m Par M::mh 
Pres hit Reoc:'iiieded ~ 
Rates Ra~ ~ 

$10.5$ 41,4\ 

tnWhi hI :in eoa:Y '3 of-
9,060 eq.tt ...... ~ ........... , ,'. .0.065' 0.09 38.5\ 
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AtOPIm {uI,m'rrns 

'rest Year 1987 

Nama of o:rrpanyt EPro:> water o:rrpany, PotUrville 
Net-~ M.lltipliera 1.2911 
Federal Ta,)( Rate: 15' 
state TaX Ratea 9. ~, 
D.lsiness I.J.oense t Na'le 
Unoollectibles I $63 

Expenses "for TeSt Yea:t 1987 

1. ~-~ ----

Electriol 
S. c. nstsoo 

Fate Sc:bEdUi.e . . " 
Effective Date of Scbedu1.e 
~ 
$jk1rb ."" . 
state" ~ ~ @$O.OOO2ftHt 
sezvioe CbaZqe . . . 
Totai. <kist 

2. Payroi~, ani DIployee BenefitS' 
PayroU --
pa" i1 TaXes 
~djee Pensim ,. Benefits 

3. hi Valorem TaXes 
TaX Pate 
A.s.seSS9dValue 

Service ~cns 

1. Flat Fate service 

PA-l 
1/1/81 
14,450 
0.0m6 

·'0 . 
lao 

$ 1,334 

$ 2,1~6 
160 
76 . 

$ ,'128 
1.0690\ 

$12,710 . 

For it slitjle family residential 
unit/.iOOl~ premise;-OrDt 
exceEd i rtj 9,000 sq. ft. m area ••. , • • • • .. .. . . • • • 33 

For eadt 106 eq.ft. ot 
premi..ses in eXOeSs of 9,000 
sq. ft. (60,300 sq. ft.) •• , ••••••••••••• .;...... 20 

'I'ota.l ........"................,.,.................. 53 

2. Metered Rate service ••••••••••••••••••••••• NOne 
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APPmIllX 0 
Page ~ 

AOOPrm m:x:Jm TAX CAl.aJIATIQt9 

~ Year 1987 

Item <x::Fi' 

$. 7,374 
2,261 
4,241 

288 
330 

o 
7,126 . 

254 
24 

m 
. $ ';i,374 ' 

2.26~ 
4,241 

288 
330 

o 
24 

·7,144' 

230 
35 
59 


