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IUBLIC lJITLITIlS OOl'IMISSlOO OF'IHE STAn: OF CALIFORNIA 

OOMMISSION N1II&::.irl'l & OOMPLIAN<E DIVlSlOO 
Water utilities Branch 

RISOIUrION l~. W-3411 
OctOber 14, 1988 

RESOLUTION ----------

(RES. W-3411) OJRrIS WATER OOMPANY (C"C). 0RDffi 
AlJIH:)RlZnJ3 A GrnffiAL FAn: nKRFASE JRO[(JCllJ3 

$10,161 OR 49.2\ l\OOITIOOAL J>.NmJAL m.vDJUE. 

ewe, by draft advice letter acceptOO by the Wat& utilities Branch (BranCh) 
on March 14, 1988, requested authority urrl:er section VI of General Order 
(G.o.) 96-A ani Section 454 of the rublic utilities axle to increase rates 
for water service by $13,470 or 65.3%. a-;C estimates that 1988 gross revenle 
of $20,640 at present rates woold increase to $34,110 at prq:osed rates to 
pro::h.K:e a rate of return of 8.9)%: on rate base. ewe serves 144 rostomers 
lcx:a.ted approx.i.nately one-half mile east of the City of Hanford, Ki.rqs 
oxmty, in an area J<n:y..m as El Rancilo Park. 

'Ihe present rates became effective ~ri1 8, 1985 prrsuant to Resolution No. 
H-3238 dated April 3, 1985 which authorized a qene.ral rate increase. 

'!be Brandl made an in:lepe.rrlent analysis of ewe's summary of earnin:Js. 
~ A shm .. ·s ewe's ani the Brandl's estimated summary of eam:inqs at 
present, requested an:l adopted rates. ~ A sho-.... s differences in 
expenses ani rate base. 

'Ibe diff~ in estimated operatirq expenses are in [llrchased p::>wer, 
o:>ntract work, other plant main~, office salaries, regulatory 
cornnission expense, arrl income taxes. 

'!be Branch's $4,920 estima.te of p.rrdlas€d IXy .... er e>:pense is higher than ewe's 
$4,626. '!he difference is due to the Branch's application of Southern 
california Edison company's most rec:ent po· .... er rates effective July 25, 1988. 
C\\C assuroErl a 5%: power (X)St increase in 1988 CNer 1987. 

C\\C's estimate for contract \\'Ork is $4,360. 'lbe Brandl reduced the OJOtract 
work ao:x:mlt to $2,860 to spread $3,000 in anticipated main repairs mer two 
years instead of including the entire aJOCIlmt in the test year as ewc did. 
ewe in:iicated this \\'ork will take two years to <X>IDplete. '!he Branch's 
estimate is very close to ewe's average recorded contract work expenses for 
the past three years. 

ewc's estimate of $2,100 for other plant maintenance includes an allocation 
of the owner's time spent performirq certain plant maintenance duties. since 
the 0'i'lTler is already compensated for this work urrler management salaries, the 
Branch deleted the duplicate amo..mt of $1,560 to arrive at its $546 estimate. 
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ewe operates rot of the offioe of an affiliatoo real estate finn, shar1n:J its 
facilities am. offioo labor. 'Ihe Braixn's $3,280 estimate of offioo salaries 
is bas«) on records of the average rmnber of hcm's ,",'Orked bi the office 
person pcrfomirq ~ater utility duties an:l the hcA.rrly wage paid. ewc's 
estimate of $3,600 was based on a lUlTrled lump swn of $300 per month. 

'lhe Brandl's $650 estimate for aoc.o.mtin1 ani legal work reflects ewc's 
reoonle.:l OOfltract am<::mlt for aocx:mltin;J services only. 'Ihe balanoe of ewc's 
$1,070 estimate or $42() represents a portion of its estimated $720 oost for 
this rate case. '!he Branch spread a-;C's $720 rate case cost estimate CNer 
the three year rate case cycle ani reclassified it as regulatory commission 
~. 

ewe usOO an arbitrary amoont of $200 for its i.J¥:,ome taxes at proposEd rates. 
'Ihe Brardl's ir¥::oroe tax fiCj\U"eS reflect cm-rent rates \Urler the federal TaX 
Reform Act of 1986 an:l the corresp::>rrlirg state tax rate for 1988. 

'lbe differences between ewc arrl the Branch in rate b3se are due to 
differences in depreciation reserve an::l worki.rq cash. 

'!he Branch's estimate of $31,298 for depreciation resave is $1,205 greater 
than o-.'C's $30,093 figure. a-;e failed to ~lu:le in the :reserve its 
depreciati«l expense for test year 1988, an::l also made a calaIlation error in 
dete.rrnini.n:j the 1981 erd of year balan::::e. 

a\C's workirq cash estimate was determined l1r usin:J its average bank dlecki.rq 
ac.oc:mlt balan::e of $1,645 for the year. 'lhe Brandl used the Commission's 
Stan:lan:l Practice U-16, "Determination of Horkirq cash Allo· .... arce," to arrive 
at its $790 workirq cash figure. 

ewc estimatEd its req.rest at prop:lSErl rates woold pro:hloe a rate of return 00 
rate base of 6.93%. 'Ihe Bral'¥:::h reconunerrl.s a 10.50% rate of return, the 
midpoint of the 10.25%: to 10.75% stardard rate of return ran::je recomzr.errlro by 
the Acxx::wltirq ani Financial Brandl of the o>nuaission hlVisory ani Compliance 
Division for small 100% equity financEd water utilities. 

'!he Branch staff has disalSSed with ewe the differena>s between the company's 
figures arrl the Branch's. ewc has infonned the Branch that it accept."; the 
Branch's estinates. 

A notice of ewc's propc6€d rate increase an::l p.lblic meetirq ",'as mailed to all 
customers on April 8, 1988. '&'0 letters protestin:;J the magnitu:le of the 
increase ",·ere received. 'lhe Brandl wrote to the two customers who protested, 
explainin;J the results of the Brard'\'s investigation an:} why it is 
reooi"!lJGerrlirq an increase. 

On April 27, 1988 an informal p..1blic neetirq atterrled by eight customers was 
held in Hanford. A Branch erqineer corrlucted the meetirq ard ewc's O'~ an:1 
operations JllaJlager ",'ere there to answer questions. Olstomers expressed 
concern c:Ner 10'''' pressures arrl sard in the water. ewe promised it woold 
bEqin a prcqran of flu.shirq its mains to remove aca.unulated sarrl. '!he Branch 
erqireers in:licated they woold <heck system water prassures durin:) their 
field investigation the follcy~ing day. 
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Branch en)lncers ooo::luctE:rl a field inspection of ewe's service area ard plant 
faoilities on Mardl 31 atd l\prll 28, 1988. 'Ihey checl<cd visiblo portions of 
the system ard methOds of operation, tn~-OO \,'ater pressures, au::lited tho 
utility's books ard talked to o.lSloroetp. 'l11eir inspection shov:ed that tho 
watm" system has been reasonably maintained, that water selVice is 9enerally 
satisfactolY an1 that the water pressures at the time of the inspection met 
the requirements of G.O. 10), ''Rllles G<Nemirq Water service Inclt)::llrq 
Minimum starrlards for ~ign an:) O::>nstnlction." 

n.rrin:J the field inspection, it was roted that ewe's two .... ·ells do not have 
meters to reco:rd \{ater pro::i\K.tion as rEqJired by G.O. 10). In order to 
aca.uately measure .... ·ater production for comprrison with p:Y ... ·er consumption so 
as to determine PJ.It!p effici~, an1 to allow O\C to monitor customers' water 
usage ard sys~"!l losses, the Brarrl1 recoIi\l'ilelrls that C\-:C be directed to 
install a prOOuction meter at each \'·ell. ewe shcold be allowed to file an 
advice letter to begin recoverirq the reasonable oosts of the installations 
after they have been PIt into operation. 

Acoordi.n:J to the Kin:Js County Health Ceparbnent, ewe's water meets all state 
cpality starrlards. 'Ihere are no ootst..arrling Cb1!!.roission orders requiri.rq 
systen impr<Ne.t-c.ents. 

ewc has two wells in 90cd con:Htion that easily meet the needs of its 
OJStomers. ewc reports that the ..... ater levels in its wells hwe remainEd 
awroxirnately o::>nStant CNer the past t\oo"o }'eal"S. Although ~'C has no present 
plans to meter its customers, the Brarrll is reo:>nunen::iirq that the O>m1ilission 
authorize ewc to establish a metered sdlErlule an.1 give it authority t.o meter 
customers at its option. No other coose.rvation measures are neErled at this 
tire. 

O:C has only ~ rates tariff, Sdiedule No.2, General Flat Rate service. 
'Ihe Branch prop:JtSeS to increase residential rates \U'rler this flat rate 
sch€dule by sliqhtly less than the CNerall i.oc:rease. 'The field investigation 
also reveala::l that ewe's corunercial customers are bei.rq served by t",·o i.ndt 
se.rv ice oonnections whereas a special rorrlition in the schedule I imits its 
aWlication to service connections rot lcnger than one inch. Because these 
customers have the potential to use Euc::h more water than residential 
customers an::l C\\C cannot presently monitor their oonsumption, the Brandt 
recoIn1'C.erds a metered rate schedule be established to enable ewc to install 
neters on all large services. In the interln, the Branch l:eOOmI".sxis that 
roromercial CUSWIters receive a some-A'hat higher increase than residential 
custo:ru.ers (about 70% versus 46%). 

'Ihe Branch's prq:osed metered rate sd1edule includes a savice dlarge which 
",'oo1d recxNer revenue in prq:x>rtion to 50% of ewe's fixa::l expenses, an:} a 
sinJle metered qJaJ1tity rate. 'Ihi.s is <X>nSistent with the O>mrnission's rate 
design policy for water COt-npanies establisha:i YJ Decision 86-05-064 effective 
May 28, 1986 whidl calls for }ilasing o..rt lifeline rates, allows for reduction 
of multiple blocks to a single block arrl recxNe:r.y of up to 50% of fixed 
expenses throogh the service charge. 

'Ibe Brandl reoommen:is that the Cbmmission authorize an increase in gross 
revenue of $10,161 or 49.2%. 'Ibis increase provides a 10.50% estimated rate 
of return on rate base in test year 1988 • 
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At the recomrnerded rates shown in ~ S, the monthly bill for a typical 
flat rate residential QlStoroer ~ru1d i.rcrease fl'Qrn $10.35 to $15.10 or 45.9\. 
A oomparison of the present arrl recornl'Uen:loo rates in sho',m in ~ix c. 

FlllDurn 

1. 'Ihe Bra.nc:h's reo.:>rrunen:lOO SUl'!\l!\alY of ea'tnirqs (I!fperrlix A) is reasonable 
arrl shccld be adoptEd. 

2. 'Ihe rates recommen:led by the Brardl (~ B) are reasonable arrl 
shcold l:e authorized. 

3. '1be cpmtities (~ix D) USEd to develop the Branch's recx>romeniations 
are reasonable an:l shculd be adopted 

4. cnc shcold l:e orderEd to oomply with G.O. 103 by installlrq suitable 
measur.irq devices or otherwise detenninirq water production at its t~·o active 
",·ells. ewe shcold be a11O"..;OO to file an advice letter to begin recoverID:J 
the reasonable costs of the meters ... ·hen they have been placed in service. 

IT IS 0RDrnID that: 

1. Authority is granted urrler I\lblic utilities OXIe section 454 for Orrtis 
Water O>mpany to file an advice letter incorporatirq the summary of ea.m1.rqs 
ani lXNised rate schedules attachEd to this resolution as Appen:li~ A ani B 
~-tively, arrl ooncurrently to canoe>..1 its presently effective rate 
ScllEdule No.2. Its filirq shall ooroply with General Order 96-A. 'Ihe 
effective date of the new ani reviSEd rate schOOules shall be the date of 
fil.irq. 

2. rurtis Water Company shall oornply with General Order No. 1(}3 by 
insta1li.rq a suitable rneasurirq device or otherwise deternin.in;J water 
prcduction at each of its active wells within one year of the effective date 
of this resolution. Olrtis Water Company is authorized to file an advice 
letter to begin reo::NerinJ their reasonable costs after they have been pIt 
into cperation. 

3. 'Illis resolution is effective today. 

I certify that this resolution was adcpt.OO by the PUblic utilities Commission 
at its regular neeti.rq on Oct.c:ber 14, 1988. 'lne followirq oommissi~ 
~wroved it: 

STANLEY W. IlULErf 
Pw:sid('ll\ 

DO~ALD VIAL 
FllEDERICK R DUDA 
G. MITCHELL WILK 
JOHN n. OHANIAN 

Comm l.\.qooen 
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VIcroR R. h'EISSER 
E>:ec:uti ve DirectOr 
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APfflIDIX A 

• OJRTIS "'~'Irn OO-n>AN'i 

SU~'i OF FARNIU3S 
Test Year 1988 

----------------------------------------------~-
I ut i Ii ty Estir.ated I Brandl £.stoo ted r I 
IPresentl~ted I Presentl~tedlhkptOO I 

Ite·'." I Rates I Rates I Rates I Rates I Rates I 
-------------------------- ---------------
~tin:J Revenue 
Flat $20,640 $)4,110 $20,640 $34,110 $30,801 
~tered 0 0 0 0 0 

Total ~. Rev. 20,640 34,110 20,640 34,110 30,801 

9Joeratlrq~ 
l\lrchased """~ 4,626 4,626 4,920 4,920 4,920 
Contract ~rk 4,360 4,360 2,860 2,860 2,860 
other Plant Maint. 2,100 2,100 540 540 540 
¥.anage.'7f?nt salar les 7,200 7,200 7,200 7,200 7,200 
Vehicle Expense 600 600 600 600 600 
Office Salaries 3,600 3,6()() 3,280 3,280 3,280 
Insurance 4,600 4,600 4,600 4,600 4,600 
Aco:mltirq ard Le:jal 1,070 1,070 650 650 650 
Office Sel:Vices & p.ent 2,600 2,600 2,600 2,600 2,600 
Office SUpplies & Exp. 420 420 420 420 420 
General Expenses 400 400 400 400 400 
J-Bterials 0 0 0 0 0 
Re:J. Qnn. D:p. 0 0 240 240 240 
SUbtotal 31,576 31,576 28,310 28,310 28,310 

D?preciation Expense 1,023 1,023 1,023 1,023 1,023 
Property TaXes 426 426 426 426 426 
Payroll TaXes 0 0 0 0 0 
lno::::r'e TaXes 0 200 0 997 239 

Total DeductiOflS 33,025 33,225 29,159 30,156 29,998 

Net ReVenue (12,385) 885 (9,119) 3,354 S03 

Rate Base 
Avg. Plant 36,905 36,905 36,905 36,905 36,905 
Avg. Depr. Res. 30,093 30,093 31,298 31,298 31,298 
Net Plant 6,812 6,812 5,607 5,607 5,601 
Less: Advances 0 0 0 0 0 

CoIltrm. 0 0 0 0 0 
Plus: Work. cash 1,S45 1,845 790 790 790 

Mat'!. & StJ:t:p. 1,250 1,250 1,250 1,250 1,250 
Rate fuse 9,901 9,901 7,647 7,647 7,641 

Rate of Return (loss) 8.93% (IDss) 43.86% 10.50% 
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APPLICABILITi 

APPDIDIX B 
Pagel 

OJRrIS WATffi OOWN« 

Schedule No. 1 

GmERAL N&I'rnEO SDM:CE 

Afplic.able to all JLeterOO " .. ater service. 

TmRI'IOR'i ----
'Ihe area ~n as El Rancho Park SUbiivision ani vicinity, 

located about Os-~l-.alf nile fran the eastern limits of tffl city 
of Hanford, Ki.n:Js OJunty. 

AATES 

Q.lantity Rate: 

All ~~ter, per 100 co.ft................. $ 0.75 

service Charge: 

For 5/8 x 3/4-indh reber ••••••••••••••••• 
For 3/4-indh reter ••••••••••••.•••• 
For 1-indh reter ••••••••••••••• • • 
For 1 1/2-indh reter ••••••••••••••••• 
For 2-indh reter ••••••••••••••••• 
For 4-indh -rreter ••••••••••••••• • • 

$ 7.00 
7.70 

10.50 
14.70 
18.90 
47.60 

'Ihe service charge is a readi.ness-to-serve 
charqe \.hlch is awlicable to all 17etered 
sexvice arrl to \.hldl is to be ad:led the 
ronthly c:harqe o:trp.lted at the cpantity rate. 
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APPLICABILI'lY 

APPrnDIX B 
Page 2 

CURI'IS ~1m o:t-1PNri 

Schedule No. 2 

GfNffiAL FlAT PATE S"ffiVI(£ 

~licable to all flat rate "tater savice. 

'Ihe area knc1,..n as El Rarrllo Park SUb:liv 1sioo ani vicinity, 
located al:o.lt one-half mile fran the eastern limits of the city 
of Hanford, Kin:.Js Q::wlty. 

1. For a sin;Jle-fa1i\ily residential 
unit i..ooltxlirq premises not 
exceedin:} 10,000 sq.ft. in area ...... 
a. For eacn 100 sq.ft. of premises 

in excess of 10,000 sq. ft ••••••• 

2. For each hotel, apartment or It"Ot.el 
~ludin;J first unit, office ani 
utility ~ ...................... . 

a. For eacn additioro.l unit •••••••• 

3. For each store, market, shop or 
offic:e: ............................... . 

4 • For each restaurant ••••••••••••••••• 

5. For each service station •••••••••••• 

(OXltinuOO) 

$15.10 (I) 

0.13 

29.75 

3.05 

59.50 

29.75 (I) 



• AmlIDIX B 
Page 3 

CURI'IS W\Tffi OOPAN'i 

Schedule No. 2 

cmrni\L FIAT PATE SERVICE (Continled) 

1. '1he alxNe flat rates aw1y to a service connection not 
larger than one-lnch in diareter. 

2. All service not pl"(Nided for abcNe shall be fUnlished on 
a retered ba..:;is only. 

3. A lOOter ray be installed. at the option of the (N) 
\ltility in "hidl event service thereafter will ba fUrnished I 
only on the basis of Sdledule No.1, General ~tered (N) 
sexvioe. 
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APPDIDIX C 

OO{PAAISON OF PATES 

FIAT PAm SrnvICE 

1. For a sinlle-family res-
idential unit includirq 
pre..u.ses not ex()t2€(}i.rq 
10,000 sq. ft. in al.'"'e.a.. • • • • • • 

a. For eam 100 sq.ft. of 
Pl"e4-Mses in excess of 
10,000 sq. ft ••••••••••••• 

2. For eam hotel, apartrent or 
rotel includirq first unit, 
office and utility roans ••••• 

a. For eam additional unit. 

3. For each store, m:rrket, shop 
or offic:::E! ..................... 

4. For eam restaurant •••••••••• 

5. For eam service station ••••• 

v.F:I'flill) PAm SrnvICE 

Per service Connection Per Month 
Present Mopted ~t 
Rates Rates Increase 

$ 10.35 $ 15.10 45.9\ 

0.09 0.13 44.4%: 

17.50 29.75 70.0% 

1.80 3.05 69.4%: 

8.75 14.90 70.3% 

35.00 59.50 70.0% 

11.50 29.75 70.0% 

'!he utility presently has no retere:J rate tariff • 
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JU>PmDIX D 
Page 1 

AOOPIH> {UA~ 
Test Year 1988 

Federal TaX Rate: 
state TaX Rate: 

1. I\lrchased ~'er 

SoJ.thenl california Edison carpany 

Rate Sdledule 
Effective n:tte of Schedule 
k}.b 

Cost per )do.h 
Olstocer Chalqe, 2 reters 
service <harqe, 45 lIP total 
Total Cost 

2. I\lrchased water 

3. Payroll: 
Office Salaries 
¥.anag&ent Salaries 

4. Ad Valorem TaXes 
'fax Rate 
Assessed value 

5. Water Testin:j 

SerVice Connections 

Flat Rate service: 

15\ 
9.3\ 

PA-l 
7/25/88 

49,660 
$ 0.08261 
$ 250 
$ 561 
$ 4,920 

None 

$ 3,280 
$ 7,200 

$ 426 
1.04% 

$ 40,964 

$ 960 

sirqle Family (with zero aOiitional sq.ft.) 
Hotel (with 98 adlltional roars carbined) 
store 

139 
2 
1 
1 
1 
o 
o 

Restaurant 
service station 
J..pa.rb:alt 
Miscell~ 

Total 144 

Vetere:l Rate service: None 
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APFHIDIX D 
Page 2 

AOOPIID IN<Xt{E TAX CAlilJIATIOOS 

------------------_._-
Line Ite.-n state 
No. TaX 

-------------------------
1. ~tinJ P.e\'eules $30,601 

2. operatinJ D:penses 26,310 
3. TaXes Other 'Ihan Inc:x:r.e 426 
4. ~reciation 1,C)23 
5. Interest (I 

6. state 'laX 

7. TaXable lJ¥X:t;'e for state TaX 1,042 
8 • state TaX (@ 9.3%) 97 

9. Taxable IJx:x::r.e for FIT 
10. Federal Ino::x:ce TaX (@ 15\) 

11. Total rrx:x::r.-e TaX 

$30,801 

28,310 
426 

1,023 
o 

97 

945 
142 

239 

I 


