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FUBLIC UTTILITIES OCMMISSION OF THE STATE OF CALYFORNIA

COMMISSION ADVISORY & COMPLIANCE DIVISION RESOLUTTION NO, W-3391
Water Utilitiés Branch March 9, 1

RESOLUTION

(RES. W-3351) RAMONA WATER COMPANY (RWC). ORCER
AUTHORIZING A GENERAL RATE INCREASE PRODUCING
$21,540 OR 100.0% ADDITIONAL ANNUAL REVENUE.

RAHC, by a reviséd draft advice léttér acoéptéd by thé Water Utilities Branch
(Branch) an Octcber 30, 1987, réquestéd authority under Section VI of Genéral
ordér (G.0.) 96-A and Seéction 454 of the Public Utilities Code to increase
ratés for watér sérvice by $21,540 or 100%. RWC estimates that 1987gross-
revémeof$21540atpmsmtmtesmndinmeaseto$43080atproposéd
ratsarrlwmldpmmcéarateéfrehnnoflaotmratebase. RWC had -
initially réquéstéd an increasé of $56, 4606r262.1%h1t1atét &cidedto
réq.mtthelowérirm'aasétoavoidaliantim its customers, RWC serves
abmtBSflatratearﬂidmeterédastanersrmrm, Rivexsidecu.mty

The presént rates have béen in éffect since May 23, 1980pns1antto ’
Meolution No. W-2611 datéd March 4, 1980 which authorizéd a général rate

'nié&mmmanirﬂepaﬂentanﬂysisofmdssmmuyoféamings.
Apperdix A shows RHC's and the Branch's éstimatéd summary of

presént, réquested and adopted rates. WCarﬂtheBrarﬂldifferinestimateé
of éxpénses and raté basé,

The differénces in éstimatéd éxpénsés are in purchased power, émployee labor,
professional services and incomé tams.

The Branch's éstimaté for purchased powér is slightly lower than RWC's. - Rﬁc
uséd estimatées of its 1986 and 1987 waterpm&xctimammaspwerusageto
estimate its 1987 powér usagé. It multiplied that figuré by a cost pér kwh -
(kilowatt-hour) detérmined from its May, 1987 power bill to dbtain a total
powér cost for 1987, Howeévér, RWC's watér production éstimates aré wnréiiable
bécausé somé of its weélls do not have production metérs, and its 1986 power
maqeismaoamatehécauséa\éofitséléctricmeterswasmrﬂalizédarﬂam
of sérvice for five months in 1986, The Branch's éstimate used RWC's recorded
powér for the twelve months énding Octobér, 1987 ard the latést availablé
powér ratés. Thé Branch's résulting XWh figure was much highér than RWC's and
its cost pér kWh was much loweér, but the product was only slightly lower than
RC!s.




The Branch's éstimate of employee labor is much higher than RWC's, RWC's
thmef:esan%wsasaxﬂﬁve wells, hilly service area and lack 6f automatic
controls make its operation labdr-intersive. RWC's estimate of labor is based
on its recordsd labor By’ for the past five years, but during those five
years RWC has beén héavily subsidized by AMIANCD, an affiliated land
development firm. Bécausé of its oomtiruing operating losses, AMIANOD has not
charged RWC for much of thé labor provided and RWC's recorded labor expenses
have been unrealistically low. The Branch baséd its figure on estimates of
hours worked and thé hourly rates of RWC's two part-time employees,

As éxplained later, RWC has severe watér supply probléms and pééds to take all
possiblé stépé to dévelop additional sugplies. In 1985, it drilled two dry
wells at a cost of $8,500 in an attémpt to alleviate the supply problem, It
now propbsés to amortize thedr cost over tén years, $850 pér year, and has
beliéves that RWC's failed efforts were made with its customéers® bést
interésts in mind ad concurs with its proposal to amortize the oosts. ..
Bécausé the incréasé RWC is réguésting in this rate casé will still leave it
in a loss situation, authorizing the amortization will have no effect on rates
at this timé, Théré may bé an éffect in thé future should RWC latér be
auﬂwrize_dratlégsgtohrimittptoaﬁﬂlreumnbeforethesé,sooisfully

ad in 1995. .

Thé Branch's $4,360 éstimaté of professional services is lower than RWC's
$5.580 because of thé Branch's récalculation of RWC's acoauntant's pay and the
Branch's éxclusion of a rétainér fee for its raté casé otmsultant. RWC uséd a
roush éstimaté of {ts accountant's hours whéreas thé Branch éxaminéd the
utility's récords to dbtain a moré accurate éstimaté., Thé Branch concurred in
RAC's estimate of expénseés for this rate casé, but éxcludéd the additiomal -
$720 per year RWC's consultant had included as a rétainer for indefinite
sexvices to bé provided in the future.

Differéences in incomé tax éstimatés aré due to differing éxpénses ardRi-lC's '
usé of thé old staté incomé tak minimum. Thé Branch used current tax law in
its incomé tax calculations.

The differénces between RWC and thée Branch in raté base aré in depreciation -

Thé Branch's éstimaté of depreciation résérve is highér than RWC's. Bétwéén
1982 and 1987 RWC baséd thé dépreciation éxpénsé and resérve éntriés in its
its ratémaking dépréciation raté. As a result, it proposéd a ane-time
adjustmént in tést year 1987 to carréect its ratemaking books, Howéver, the
1982 dépreciation résérve figure it used as a basé is inconisistént with the
figure adoptéd by thé Commission in RWC's last raté case. ‘Thé Branch bégan
with thé last adoptéd dépreéciation résérve figuré in 1980 amd recalculatéd the
resérve through to 1987 using récorded plant data and the 2.4% dépreciation
raté proposéd by RWC,




The Branch's eéstimate 6f ocontributions is much higher than RWC's, Resolution
No. W-2611 datéd March 4, 1980 found that RWC had its customers by
$11,660. Rather than order réefunds, the Commission the overcharges
accaurted for as contributions. In Decision 8(23 85-11-051 datéed November 13,
1985 thé Commission again éxamined the issué upheld its earlier order to
account for the overcharges as cantrilations, but spécificany left open the
pcssibility of reconsidering the amount in thé next raté proceeding. RWC has
evidence supporting a lowér overcharge amGunt hut rathéer is
that it bé allowéd to write thée ordered contribution down over ten
This is contrary to the Commission's éarliér two 6rdérs. The Branch
has shown the entire $11,660 overcharge as a contribution as the Oommission

préviously required.

RWC shows an unsubstantiatéd $880 working cash figure in its summary of
éarmings. 7Thé Branch uséd the simplifiéd method for a water utility uslng
monthly combinéd flat raté and metéred billing as prescribéd in the
Commission's Standard Practicé U-16, "Détermination of Working Cash Alléowance
to arrivée at its estimatée of $1,080.

RWC was informéd of thé Branch's differing views of éxpenses and rate base and
has stated that it acoépts the Branch's estimates. ,

The Mccounting and Financial Brandmofthé@mmissimkivisoqarﬂcom liance
pivision currently recomméends a rate of réturn of 10.25% to 10.75% for small -
watér utilities \uth 100% équity financing. The authorizéd raté of return in

ﬂxelastntemseisgaw:allymédbodeteminéwmﬂxerautnlty'séam:gs
are excessive whén the Commission {s considering granting raté relief for
offsettablé items such as purchased power. Thé Branch thereforé recommends
ﬁﬁtﬂewnmmimfxxﬂarateofx'ehnnmntebasemteméédrg1050%1:0
bé réasonablé for the purposé of future éarnings tésts for RWC,

Amtioéofthepnposedntéua‘e&séa:ﬂp.bhcméetirgwasmuedtoail
customérs on Novenmbér 16, 1987, No léttérs wére récéivad frea customers in
respu’setothemtice.

An informal public mééting was held at Anza Commwiity Hall inAnzamnwember
24, 1987. Represéntatives from thé Branch and RWC éxplainéd the rate i

process and answeréd quéstions, A répresentative from thé Riverside County:
Departmént of Health Sérvicés (ROTHS) also attended amd answéred questions.
Thére were thirty-four pecplé at thé méeting, fiftéen of whom made éomments.
As explained below, RWC has had and continués to have serious watér supply
probléms. all qmticnsaskedattheméetirgwereanswerédtothéastomezs‘
satisfaction.

Afl&idlrspectlmofmdssystemwasmadewamgmgineerm&ptember
29 ard Octcbér ¢, 1987. Visiblé portions of the systém wére ,
mmm,mmmmmmﬁmmwa
Although the investigation showed that service is satisfactory during the
mm,mmxmmmmhguwmmm
additional water source is neadéd, eéspéecially to sérve customérs at thé higher
elevations.




RWC has had a history of water supply problems since it was declared a public
utuitybynalowinlwsandcrdeﬁdwttbmtadﬂtlmm
without Commission au&nriz;ntig; The Comnission has( m two% the
instituting investigations intervening years (1975 1964

résulting orders have oatinued the ban oan new camections and genérally foud
RWC's systen ard supplies inadéquate.

The ?ranch's irhlv::tiqatim revéealéed thate'f :Ml:o there are stnti sérious ;
probléms, RWC béén making a strong ort to develop additional supplies
but has béén hampéred by a lack 6f funds to cover apérating costs and has
suffered from sétbacks beyind its cntrol. In 1984 an earthquake damaged both
of RWC's wells sérving the highést part of its systém. One of the wells:
oollapséd and the othér's capacity was aut back sharply, In 1685 it darilled
two dry wells as discusséd éarlieér. atténding the
public meéeting lainédtlatmcismwbeirgréqﬁm
producing well out of sexviceé within ané yéar bécause of éxcéssive dlsolved
solids in the wateér, and will have to fimd anothér scurce 6f supply.
RWC is planning to bring in additional watér from a privately owned
i\nﬂéraléaséagreementthis spring, and hopés in the futwre té refurbish
mﬂdﬁq:mthéeuisthgwélltoelininate the dissolved solids problém. In
viéw of thé aurermt saypply situation, however, the Branch bélieves the
moratorium an néw camections should continue.

According t6 thé ROIHS, with the éxcéption of excéssive dissolved solidsin
the well béing ordéréd out of sérvice, RWC'S watér méets all primary state
watér quality standards. RWC has an angoing program to meter its customerg to

promote consérvation, and has récently complétéd and filed with the commission
a watér oonservation plan which includés a spécial tariff rulée (Rule 14.1)
allowing it to ration or cut off héavy usérs during emergency conditions of
shart supply. The Branch bélieves that RWC is taking all feasible steps
withinitsmtodevelopnevapphesarﬂcasémﬂmeit&]:&ady
has.

RWC has a météred raté schédulé and a residential flat rate schédule. This
resolution would authorizé a 10604 increasé, so thé Branch proposés to doublé
the éxisting ratés on éach schédule.

RWC's météred raté schedule consists of a sérvice charge and a si.nq].é cuantity
raté for all watér used. Thé present sérvicé chargé would recover 24% of
fixed cdsts if all customérs wéré météred. The Brarch's proposéd sérvice
charge would récover 48t of fixdd costs if all customérs weré météred.

is ocoisistént with thé Ccommission's raté design policy for watér companies
éstablishéd by D.86-05-064 efféctivée May 28, 1986 which calls for phasing ot
lifeliné rates and allows for reduction of multiplé blocks to a singlé block
ard recovery of up to 50% of fixad expénses through thé sérvicé charge.

Atﬂxeréccmmaﬂedtatsslmnin&paﬂixs,themﬂybﬂlforatypimlg
flat rate résidéntial customér would doublé from $15.50 to $31.00, whilé the
averagé météréd customer's bill would double from $27.50 to $5500 Méteréd
bills are highér bécausé météred customers' consumption is néarly two times
the staté avérage. RWC is gradually converting its flat rate customérs to
metérs as furds pérmit. A comparison of thé présent and récommendsd ratés is

shown in Appéndix C




The Branch rectmménds that the Commission authorizé an increasé in gross
reverne of $21,540 or 1608, This will result in RWC's cortinuing to operate
at a loss, but provides the full increase requested in test year 1987,

FINDINGS
1. The Branch's recommended summary of éarmnings (Appendix A) is reasonable
ard should be adopted.

2. Mmt&smmaﬂedwm&mﬁn(wmmmlemﬂmnd
be authorized.

3. Theé quantities Apperdixb) uwsed to develop thé Branch's récomméndation
arereasa\ablearﬂatmld adoptéd. o

4. FNC's water supply is marginal and thé restriction én new conmections
orderéd by nes-11-051 should bé képt in effect until RWC has shown that its
watéer supply is adeqntetoserveadditiaal Qistomers. _

IT IS CRIERED that!

1. Anthority is granted undér Public Utilities Code Section 454 for mnma
Watér Company to filé an advicé lettér incorpora *
and révised raté schédules attadxédtothisrem

respéctively, and concurréntly to cancél its presently effectivarate i
Schedulés Nos. 1 ard 2. Se.mfilingstnll ccmplyuithGa\eralOrdéréﬁ-A.
The effective date of thé reviséd schedules shall be thé daté of filing.

2. Ebrthépmmséofehmirqstéstsinmyofmwatermany'smﬁne
offset raté incréase requests, a raté of réturn on rate base not exceeding
10.50% shall bé¢ omsideréd reasonable,

3. Thé restriction on néw comnéctions ordered by Décision 35—11-0'51 is
continued.

4. This résolution is éffective today.

I certify that this resolution was adoptéd by thé Public U'tilitiés Oxmmission
at its regutar méeting on March 9, 1988. Thé following commissionérs approved
it:

STANLEY \W. HULETT
President
DONALD VIAL
FREDERICK R. DUDA
G. MITCHELL WIiLK
JOHN B. OHANIAN
Commissioners




APPENDIX A

oF B 4
(Test Year 1987)

| | Utility Estimatéd | Branch Estimated |
| | | Présént [Réquéstéed | Présert | Requestad |
1 Iten ) Ratés | Ratés | Rates |

Metered $5916 $11,832 § 5,916 $11,832
Flat Raté 15,624 31,248 15,624 246 31@48
Total Révernue 21,540 43,080 21,540 43,080 ¢

PurchAsed Power 18,380 18,380 18,165 5 18,165
Matérials 100 100 1000 . ' 100 -
Transportation 1,540 1,540 1, 540 p 1,540
Erployeé Labor 2,850 2,850 10,100 1t 10,100
Othér Mainténance 2,130 2,130 2,130 ] 2,130 -
Office Sexrv. & Remt 140 140 140 140
office Suppl. & Exp. 620 620 620 , . 620
Professitnal Service 5,580 5,580 4,360 T: 4,360
Geéneral BXpense 70 70 70 I 70
Subtotal 31,410 31,410 37,225 37,225

Dépréciation 7,500 7,500 7,500 7,50 7,500
Incomé Taxes 200 970 360 ’ 300
Taxes 0 o 0 .0
Payroll Taxes : 0 0 0 ' . 0
Total Déductions 39,110 39,880 45,025 45,025 45,025

Net Revenue (17,570) 3,200 (23,485)  (1,945)  (1,945)

Avg. Plant 13, - 313,740 313,740 313,740 313 740 .
Avg. Depr. Res. 65,36¢ 65,350 . 74,650 74,650 74,650
Net Plant 8, 3¢ 248, 380 239, 090 239, 590 239,090
¢ Advancés o C 0 0
contrib. ' 2,670 11, 660' 11,660 11,660

Plus: Work. Cash 880 1,080 1,080 1,080
Mat'l & Supp. ' 500 500 - 500 .. 500

Raté Basé 247,05 247,050 229,010 229,010 229,010

Rate of Retum 1.30% Loss = loss Logs




Applicable to all metered water service,

. - . -

Anza Acres, Ramona Bstatés and vicinity, located apprmdmtely g
b.omiléseastofhnza,nivérsidemty -

‘ :

——e

Per Month.

sérvice charge:

mr 5/8x3/4’1@m.tlalibni-.-t.nonoan $10. .
For = 3/4-inch metériicciciscsienisnines 14,00
For l-irdllétér.u.......n...u.u_ 18%
FO]’.‘ 1]/z-mm.attic‘bbit0--.l.0-6 29.00
FO]:‘ 2’1@%--.--6.-0-‘0--....-. ‘0.@

Quantity Raté:
A].l water, pérlOO Qi;ftn -i.ibni’-:-.‘iéiti-‘..




Applicable to all flat rate watéer service.

Anza Acres, Ramina Estatés and vicinity, located apprmdmately -
two miles east of Anza, Riverside county.

RATES

Flat Rate Séivicé:

For éach sl le~family midential '
mit’ iml pl’emiSéS déhsobbusdessnnadinca $31 00

For éach additional résidential
unit sérved from the same sérvice _
Connection ssisstavesiseshsisnisnsibisdndnninne 18000

SPECIAL OONDITIONS

1. For sérvicé covéréd by thé above classifiwtim, is the
utility so elects a meter shall bé installed and service prw.ldéd
under Schedulé No. 1, Metéred Se.rvioe.




APPRDIX C
QOMPARISON OF RATES

A comparistn of present and the Branch's recanmaﬂedmtasforwberedservice
is showm below:

METERED SERVICE Per Meter Per Month

reser i
Rates Rates Increasé

Service Chargeé:

For5/8)t§/4-ht:h mﬁr-ot.n-o $500 $10.00
For 3/“11!*1 mtér....... 7. 00 14.06 100.0
FOI‘ l-il'ld'l wtérli-it-t 9-% 13.00 100 0
For i 1/2‘il'ﬂ'l MELEr i sianas 14.00 - 28.60

N FOI‘ -i.!ﬁl ﬁtéra-.a.-‘- 20.00 ‘0-00

Q.:am.ity}zate‘
. lewﬁ-...............o.$0.90 $1.90

VAom:pansmofmﬂﬁyastcmérbnlsatp:&eatardﬂ)em‘srmmexﬁed

ratés for a 5/8 x 3/4-inch mé’tér is tabulated below:

Usage - Présemt lbommerﬂed Amourt Percent
100 au.ft. - Bills Bills  Increasé Irm'éasé

i) $5.00 $10.00 $5.60 1060.6%
5 9.50 19.60 9.50 100.0
10 14.00  28.00 14.00 100.0°
20 . 23.00 46.00 23.00 160.0 - -

27.50 55.00 27.50 100.6.
40 41. oo ) éz 0o - 100.0
50 50.00 100.00 100.0
60 59.00 ] ' ’ }

For a 'single-family residential
unit including prénises:

3/4-inch service connection ... $15.50  $31.00  100.0%




APPENDIX D
Page 1
(1987 Test Year)

Name of Oompany: Ramona Water Company
Net-togross Multiplier: N/A

15%
. 3.3% ($300 minimum)
Uncollectiblé Rateé: o

Federal Tax Raté:

El " i Coopérati ]

Anza Electric ve

Rate Schedule ! A-)
Effectivé Date of Schédule 5/1/87

136,389

i SO
Service Chargé
Total Cost $18'165,

2, Purchased Water ' . None
3. Pump Tax - Réplénishment Tax None
m&g ?mmmthq) 3‘3'23
Sexrvice Cornections
Meter sSizé - . Connect fons

5/8 % 3/4
3/4
1

2

Flat Rate.

Singlé Family
Total
Metered Watéer Sales Uséd to Design Rates:

Residential usage
Comnércial usage

@ Toted




APPENDIX D
Page 2

ADOPTED INCOME TAX CALQULATIONS

1987
_ Rates
T - FIT
- 443,080 $43,0860
| 37,225 . 37,225
7,50 2,500
0 6

300
44,735 - 45,025

(1,645)
300
(1,945)
0
300

(END OF APPENDIX D)




