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CCh"1MISSlOO NNISORV & COMPLIANCE DIVIslat 
water utili ties Branch 

RESOlJJl'Iat 00. H-3405 
July 2'2, 1988 

(RES. W-3405) wmm.L wxrrn OOMPAN'{ (WHC). OODER 
MJrn:lRIZDJ3 A GmIFAL RA'IE INrnFASE ~J3 $1,281 
OR 21.2\ AOOITIctW, ANNUAL REV'INJE. 

,","WC, 'tI-J draft advice letter submitted to the Water utilities Brarrll (Bratdl) 
on JanJary 11, 1988, ~ authority \.U'rle.r section VI of General Order 
96-A am Section 454 of the f\1blic utilities Code to increase rates for water 
~ioe by $3,330 or ~5.2'. \iKC estimates that 1988 gross reveme of $6,030 
at present rates \I'oold increase to $9,360 at prcposEd rates to produce a rate 
of return on rate base of 4.95\. we &elVes 25 flat rate alStomers ne:tr 
seba.stqx>l in SOO:>nIa Q:wlty. 

'!he present rates have been in effect s.in::e April '27, 1983 p.lI'S\laJlt to 
Resolution W-3090 date:l April 20, 1983 whidl authorized a general rate 
increase. 

'!he Branch Jnade an irdeperdent analysis of WWC's SUlIIl'!l.arY of eami.rqs. 
/>.f:pen::iix A shows WWC's an:l the Bran::ta's estimated SU1ll1!lalY Of eam!rqs at 
PreseJlt, ~ arrl adcpted rates. ~ A Ehows differen::es in 
l'eVenue, expenses an:l rate base. 

,",'We an::I the Bra.ncil agree 00 flat rate l."eVenJe at present rates, rut the 
Brardl's estimate of reveme at prcposEd meterOO rates is very mUCh 10'..;er 
than WWC's. \ot'HC recently installed meters for all of its alStomers arrl, 
havirg no previrus oonsurnption records, used the ~ienoe of other water 
utilities in the area to estimate its oonsurnption per rustorner per month.. 
wwe began t'ead.i.rq meters in February ani foord usage to be much lower than it 
had estimated. '!he Bra1'dl USEd t;b::)se figures an:l p.nnpirq power reoortis to 
exhapolate a figure for the entire year. 

WHC's estimates of certain expenses have been ~lo::ated to match the 
Uniform system of hJo::mlts. 'lhere are ro differences bet .... ·een the Brardl arrl 
wrlC for those items. 'lbe items that have been reallocated are: other plant 
mainteronoe ($2,027) to other volur.e relatEd e>:pense ($250), OOIltract work 
($1,500), am. mata"ials ($217): am professional services ($750) to office 
services atd rent ($300), office SUWlies ($50), general expense ($100), ani 
professional services ($300) • 
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'lbe differen::es in estimates for q:.eratl.rq expenses are in ~ porw-'e.r, 
~ent salary, ard wp:>llectibles. 

'lbe Branch's estimate of ~ JX' .... er is lower than WWC's because the 
Branch estil:\ated 100 .... er metered water usage as explained alxNe. 'Ibe Brarrll 
USEd the latest Pac! fie Gas aM Electric O:>mpany rates. WWC calld rot 
explain how its estimate ...-as derived. 

wwe re:x>rdoo. $600 in ~ent salary in 1981 ard estimated $720 for 1988. 
'lbe Branch escalated the 1987 figure to $630 usim the labor escalation 
factor prcNided l:1j the Ji1:..Ilsory Bra.rdl of Q)mmission M.visory ani O:Jmplian::e 
Division. 

we did rot ioolWe an estimate for \.ID':OUectibles. 'lhe Brardl USEd a oomlnal 
1\ figure which is oonsistent with HWC's \ID:JOl1ectible levels from previoos 
years. 

'!he Branch's estimate of depreciation expense is cx:nsiderably less than WWC's 
because the Branch's (>Stirnate of plant in se.lVioe is much lor...'er than WWC·s 
am tl'-.e Branch used a 10" .... er depreciation rate. 'Ihe Bran:h recalculated the 
depreciation ao::;rual rate in aooordar¥Je with the Q)mmission's starrlanl 
Practioe U-4, "Dete.rmination of straight Line Remainirq Life Depreciation 
Accl:'uals,1I to arrive at a rate of 2.8\. ,",'WC inawrcpriate1y used aoce1(rratOO 
depreciation aw1ied to its higher plant estimate. 

W'WC did rot i.J¥;looe irx:».ue taxes in its estimate. 'lhe Bran::n's fi(jlU"es for 
J.n:orne taxes reflect rurrellt rates \.D'rler the federal 'I'a)( Pefom Act of 1986 
ard the (X)~ state rates for 1988. 

'!he diff~ in ratel:ese is due to differen:::es in plant in service, 
depreciation reserve am ",.orkin} cash. 

The B!:"andl's estimate of plant in service is considerably lCNer than WWC's. 
HWCrs estiJnates of average plant in service arrl average depreciatioo t'eSe1Ve 
are i.n::onsistent with Resolution H-3090 dated April 20, 1983 in Wh~s last 
(jenera! rate in:;rease p~ which establishEd a rate base of $7,570 ani 
a depreciation rate of 1.9\. ,""we oonten:ls that the past reconls for plant 
are um.vailal)le, rut the Brandl's researdl fo.m:i the Resolution \of-3090 rate 
base for 1983 to be consistent with earlier recnrds. 'lbe Branch. brcught the 
1983 figures forward adjustin} for plant adiiticns ani retireJnents and 
calOl1ated the 1988 plant ani depreciation re.s&ve averar:JeS shown in 
AJ::pen::lix A. 

To prevent fub.n"e irccns~ies between the figures adcpted l:Jj the 
Commission an::I WNC's aJTJJal nports, the Brardl recornmen:is that Wh'C be 
directOO to record on its books of aoco.mt the plant in service ard 
depreciation resezve bal~ upon which the average amcm\ts adcpted in this 
resolution are basEd 'lhose balances are $2~, 515 for plant in service arrl 
$12,330 for depreciation reserve as of Deoerrber 31, 1981 • 
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'Jhe Brardl's estimate of workirq cash is hicjler tMn ,*-'C's. 'Ihe 8rard\ 
followed the simplified l!lethcxl for a vater utility usirq moothly billirq at 
J!letere:l rates as prescrib€d in the Q)mnlssion's starrlard Practice U-16, 
"Determination of Worldn:1 Cash All(t ... ~11 WWC also used starrlard Practice 
U-16 in its worl<papersl rut \oli~t explamtlon carriEd a lower fi<j\ll"e 
forward to its sunrnary of eamirqs. 

After reoastirq into the starrlard. ratema.k.irq fonnat of ~ A, WWC's 
propcsOO surnmalY of eamin:Js shows a rate of return of 4.9S\. "lha Brardl 
reconunen:ls a rate of retmn of 10.50\, the midpoint of the 10.2S\ to 10.75\ 
stardard rate of retum rarqe ~en:1OO vt the ~tlrq am Fi.mooial 
Brardl of the O>IiI1!lission hNisol)' an:l O>ropl1an:::e Division for small 100\ 
eq..dty tinanced ""ater util ities. 

h'l\C vas informed of the Brarrll's differirq vie';r{s of l"'eVealeS, e>:pengeS ani 
rate base ani has stated frat it a~ the B:ra.rrl\'s estImates. 

A notice of the propcsOO rate in:::rease arrl pJblic mootim was mailed to earn 
rustorner on Harm 21, 1988. lio letters of protest .".ere received. 

On April 6, 1988 an informal p..1bl1c meetirq att.en:ied l1¥ 18 pecple 
representin} 10 of Hwe's 2S cu.stDrners was held in Rdlnert Park. A Brardl 
erqineer o:n:luctEd the meetin:.J an:l W'n'C's manlger was there to ~'er 
qJeStiors. C\lstolter5 expressed o::n::an abcot water cpality, the pc:6SibUlty 
of filteri.rq rut silt, iron ani ~ from the water, the o:niltion of 
the f~ arcwrl the pnnpiIX) plant, ard ""ea:ls aro.m:J. the p.nnpirq plant. When 
they were infonnoo that the water is healthful. an:l filterin:.J ",'COld in:::rease 
their water o::Gts sub:>tantially, they irdicated that they wculd prefer to 
foreqo til terirq. wwe's manager promised that the ferr:e wcold be repaired 
an:} the \r:eeds cut 00r..-'T\. 

A Brarrll erqineer <Xll'rl'.lC'ted a fip-1d investigation of wets service area 00 
Febl'\.l(U)' 18, 1988. Visible portions of the system were inspected, pressures 
dleclced, an:) rompan}' records examined. '!he investigation revealEd that 
service is satisfactory. No major water SUWly or water q.lality prrolems 
""ere fOJId. 'lhe SOnoma O::M1ty nw lrorunental Heal th ~ent was OIXltactEd 
ard ronfinned that ",we's water meets all awlicable health st.arrlards. 

h'WC has one well in <jOCXl o:>o:lition an:) an abJn::lant qnmrl water Sl.q:ply. With 
this iocrease it will be:}in billin} all of its rustomers at mete.re.1 rates. 
No adtitional oonservation rnea.sures are needed. 

turlrq the last general rate case in 1983 it was determ~ that ~ent 
of wwc had shifted from EWell Baker, Jr. to SUzan Jensen-Weese. Resolution 
W-3090 ordered Wh'C to file an awlication ~in.J Commissioo authorization 
for a transfer of O'~PI hIt that was never done. '!be situation to:1ay is 
l.D1Charqed. By letter dated April 1, 1988, EWell H. Baker, Jr. stated that he 
remains ,"-'We's (tt1re.r, that suzan Jensen-Weese is the manager 00 his l:ehalf, 
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ard that he does rot ",-ish to ~t a ~ in ownen:1llp. suzan Jensen
Weese ooo::uts. hxx>rd!n:.Jly, the Brard1 ~"'trnerrls that the Conm tssion's 
earlier order rEq.llrl.rq ,",'We to aw1y for a transfer of owr.ersh1p rot be 
~.,.'ed. 

",we run-enUy bills at flat rates wt recently !.r'6tallEd meters for all Of 
its C\lSt.ozn~. It does oot have a J:le~ rate schedul~ 'Ihe BraJ)::b 
recor~rnen:ls a service charqe that rec:ove.rs 50\: of the fixed rosts, ard a 
sin:lle meterOO <pantity rate. 'lhis is ocnsistent with the O>truDission's rate 
desIgn poli~ for water rornpanies established l:1.i Declsioo 86--05-Q64 which 
calls for Jilasirq rut lifeline rates, allows for redtlCtion of multiple blocks 
to a sirqle block ani re:xJ.lery. of up to 50\ of fixed expenses t1rrco.)h the 
se2Vice charge. 'lhe old flat' rate schEdule wcold be canoaled. 

'!he Branch recx>rn:mems that the Cbrom.ission authorize an In:::rease in 9X'OSS 
reYenle of $1,281 or 21.2\:. 'Ibis In:::rease proYides a 10.50\ rate of return 
on rate base in test year 1988. 

At the Bran::h's reoommerded rates sh(y,m in A{;pe.niJx B, the bill for a typical 
rustor:.er usirq the Brardl's estimated system average of 1,480 Olbic feet per 
month ",-cold In::rease fron $2().1() (flat rate) to $24.32 (metered rate) per 
month or 21.0\. A (X)I!lparlson of the present ard reoomme.rdErl rates is shown 
in A{;pe.niJx c. 

rnmnKiS 

1. 'The Bran:;h's reooounelrled SU1!lr.lal)' of ea.nlln:]s (~A) is reasonable 
an::l sho.J.ld be ackptOO. 

2. 'The rates recomme.n:ied. l1j the Brairll (A{;pe.niJx B) are reasonable ani 
shoold be adcpt.ect 

3. 'The quantities (~ D) used to develc:p the Brardl's reo:>mmerdations 
al'e reasonable am shoold be adcpt.ect 

4. h"'We shcu.l.d be recplred to use a 2.8\ depreciation ao::rual rate until such 
time as a future straight line t'e.'Minirq life depreciation stu::Jy justifies 
use of a different rate. 

5. ",we shcIJ.ld be recplred to ~rd on its tooks of acoxmt the plant in 
selV Ice ard depreciation reserve halanoes upon tffl.ldl the average amo.mts 
adopted in thi."i resolution are~, ard to reflect those balaroes in its 
1988 annual report to the Q>mnIlssic:n. '!hose bal~ are $22,515 for plant 
in service an:l $12,330 for depreciatioo resezve as of December 31, 1981. 

6. 'Ihe rate iocrease authorized herein is justified an::l the resultlm rates 
are just an:l reasonable. 
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IT IS 0RDfRID that: 

1. Authority is grantoo urder l\lhlio utilities o:de sectioo 454 for Werdell 
Water COropmy to file an advice letter IDx»l])6ratirg the S\.Il'iUl\alY of ~s 
ani rate sdledUle attacilt:d to this resolutloo as ~oes A an::l B 
respect! ve1y, an::l ooo:;urrenUy to ~ the presenUy effective rate 
~e No. 2.R. S\l<.:h fllirq shall OOi!Jply with General Order 96-]>" '!be 
effective date of the rate schedule shall be ~ date of filiNJ. 

2. Werdell water o:>ropany shall use a 2.8\ depreciatioo aocroa1 rate \D1tll 
sudl time as a future straight line remainirq 1 ife depreciation sUrly 
justifies use of a different rate.. 

3. WeTrlell water O:>mpany shall l'E!COrd en its books of Aco:::wlt the plant in 
service ani depreciatioo reserve bal~ upon which the average amamts 
adcptOO by this resolutioo are basOO, ard shall reflect those balan:es in its 
1988 ru-n.Jal report to the ();)mmission. 

4. 'Ibis resolution is effective today. 

I certifY that this resolutioo was adcptM by the I\Jblio utll1t1es o:»nunlssloo 
at its regular meeti.rq on July 22, 1988. '!be followliq oornmisslQ1el"S 
8WrcNed it: 

STA~1.EY W. HULEIT 
Fr(4Jent 

DONALD \,I.\L 
FREDERICK R. DUDA 
G. MitCHELl. WILK 
JOHN B OHANIAN 

Co[DJ1lis...<ione r s 

5 

vrcr6R R. h'EISSm 
ExecUtive D~r 
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M1»IDJ}( A 

Wen::lell water Cb1pmY 

&tW\RY or EAIOOl~ 
Test Year 1988 

I utility EstInitlrl I Brardl Est1J!\ltEd I I 
I Present I~ t Present I ~ I Mcpt.ed I 
I Rates I ~tes I Rates I Rates I Rates I 

9?eratirq Revenx>s 
MeterEd $ 0 
Flat Rate 

Total Re\,·eIJJeS 

CFeratirq ~ 
l\U'dlased f\:1...'er 
other Vol\.Jr'e Related 
Ma,u--xials 
O::lntract Work 
other Plant Maint.e.nanoe 
y.a.nagenmt salary 
t.ln:»l1ec;t.ibl es 
Office servo & Rent 
Office SUfplies 
PrX>fessional se.rv loes 
General D:pense 
REqUlatoty O:ttn. Exp. 

SUbtotal 

tepreciation 
Prq'.erty TaXes 
Payroll TaXes 
Ioxne Ta>tes 
Total Deducticns 

Net Revenle 

Rate Base 
Average Plant 
Average D2pr. Res. 
Net Plant 
I..essl Advances 

Contrib.Itions 
Plus: Workirq cash 

J.'.at'l & S\JWl. 

Rate Base 

RateofRetum 

6,())0 
6,030 

1,086 
o 
o 
o 

2,027 
720 

o 
o 

150 
750 
80 

123 
4,936 

2,200 
350 

o 
o 

7,486 

( 1,456) 

68,784 
31,523 
37,261 

o 
o 

300 
300 

37,861 

(Loss) 

$ 9,360 
o 

9,360 

1,086 
o 

° ° 2,027 
720 

° o 
15() 
750 
80 

123 
4,936 

2,200 
350 

o 
o 

7,486 

1,874 

68,784 
31,523 
37,261 

o 
o 

300 
300 

37,861 

4.95\ 

$ 0 
6,030 
6,030 

992 
250 
271 

1,500 
o 

630 
60 

300 
200 
300 
180 
123 

4,812 

560 
350 

° 11 
5,793 

237 

22,515 
12,049 
10,466 

o 
o 

800 
300 

11,566 

2.05\ 

$ 5,448 $ 
o 

5,448 

992 
250 
271 

1,500 
o 

630 
54 

300 
200 
300 
180 
123 

4,800 

560 
350 

o 
o 

5,716 

( 268) 

22,515 
12,049 
10,466 

o 
o 

800 
300 

11,566 

(Loss) 

7,311 
o 

7,311 

992 
250 
211 

1,500 
o 

630 
73 

300 
200 
300 
180 
123 

4,825 

560 
350 

o 
362 

6,097 

1,214 

22,515 
12,049 
10,466 

o 
o 

800 
300 

11,566 

10.50\ 
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M'PLlCABlLI'lY 

APfnIDIX B 

Werdell Water ettpany 

Schedll1e Ho. 1 

Gl:Nm1\L MEI'ffiID SERVICE 

Af:pllcable to all retered water service. 

~y 

WeIdell Iana in Sebastcpol, ~ O::m\ty. 

Per Meter 
Per M:xlth 

FOr 5/8 x 3/4-inch reter ••••••••••••••••• $11.30 

Q-lantity Pate: 

All water, per 100 cu. ft. • •••••••••••• O.S8 

'!he service Olarge is a readiness-to-serve dlarge 
which is awlicab1e to all metered se.lVioe, arrl. 
to which is to be added the moothly dlartje oomp..tted 
at the ~tity Pate. 
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ro.wARlSCN OF RATES 

All ~ are beln:j oonverttd fran flat to tret.e.l'ed rates. A 
ocq:er~ of the present flat rates aid the Brarrll l s prcpoood retered 
rates is shc;1...n belw: 

Usage, lOOal.ft. Ptesent~ A'D::Wlt ~t 
Bills Bills Ira'eaSe ~ 

0 $20.10 $11.30 ($ 8.86) (43.8\) 
5 20.10 15.70 ( 4.40) (21.9 ) 

10 20.10 20.10 0.00 0.0 
14.8 (Average) 20.10 24.32 4.22 21.0 
20 20.10 28.90 8.80 43.8 
30 20.10 37.70 17.60 87.6 
40 20.10 46.50 26.40 131.3 
50 20.10 55.30 35.20 175.1 
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AFrDIDJ}( 0 
~1 

I-IW'rle11 water Q:r.pany 

AOOPrn>~ 
Test Year 1938 

Net-to-qross .W.tiplierz 
Federal TaX Rate: 
state TaX Rate: 
I..ocal J'raJ'rlUse Rate: 
1.1J'):)01lectlble Rate: 

Expenses: 

1. I\lrChasOO ~>er 

Pacific Gas & Electric Co. 
Rate SchE;rlul.e 
Effective [Ute Of Schedule 
».1\ Used - Sl.!mer 
~ Used - winter 
~ Used - Total 
$~ - SUr!t:"er 
$~ - Winter 
SUrrer Charges 

15\ 
9.3\ 
0.0\ 
1.0\ 

Winter Charges 
lliergY o::tmI. <barge ($O.OOO2Jk},b) 
service Chaige 
'IOtal I\lrdlaSed I\:1...>er 

2. I\lrChasOO water 

3. l\J:lp 'faX - RE!llenishl!ellt TaX 

4. Payroll 
~t 

5 M. Valorem TaXes 
TaX Rate 
Asse:ssEdValue 

5el:Vice COnnections 

All Irete.red - 5/8 X 3/4-inch 

y£tered \o:-ater sales used to design rates 

A-lP 
7/1/87 
6,485 
3,137 
9,622 

0.10096 
0.08297 

$ 655 
$ 260 
$ 2 
$ 75 
$ 992 

$ 630 

$ 350 
1.182\ 

$ 29,610 

25 

4,440 o:if 
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APfUIDD( D 
Page 2 

WeTrlell Water Ccrpany 

AOOPIlD TAX ('JUl:UlATI<ttS 
Test Year 1988 

lte.-u 

~tin:J ReVenle 

o , M ExpenSeS 
TaXes other than Irt:x:r.e 
TaX Depreciation 
Interest 

Taxable :In:xlle for state TaX 
state TaX (9.3\) 

'J'a)Cable Ir.:xne for FIT 
Federal J.r):::xxre TaX (15\) 

Total ~TaX 

sta~ Federal 
TaX TaX 

$ 7,311. $ 7,311. 

4,825 4,825 
350 350 
560 560 

0 0 

1,516 
141 141 

1,429 
215 

362 


