
• Fl1BLIC 0I'ILlTIES OlfiISSlOO OF 'lHE SrAn! OF CAL.I~ 

<X>MMISSIOO NNISORY &: OOMPLIANCE DIVISIOO 
water utilities Branch 

JID;OlJJI'IQt 00. If-3437 
AprU 12, 1989 

(RES. W-3437) IDYI.WIID WA'Im S'iS'lDf, (IWS). ~ 
AlJImRIZIN3 A GENrnAL RAm INCREASE mx:ucm:; 
$5,567 OR 56.9% AIDITIOOAL AmmL REvENuE. 

• 

IWS, by draft advice letter acoept.Ed by the Water utilities Branch (Blarx::h), 
on November 22, 1988, requested authority utxler sectloo VI of General 6roer 
(G.o.) 96-A an:i section 454 of the Rlblic utilities Code to ~'rateS' 
for water ~ice 'oj $6,190 or 61.Ot. IwS estimates that 1989 cJI'OSS' reverue. 
of $10,140 at present rates wooid iIx:rease to $16,330 at ptCposEd ra,t.eS an:t :, 
allow it to meet i.ts expenses with 00 net rebinl. IWS has also ~ 
authority to implement a: facilities improvement PrOgram. Iws SezVeS ' 
approximately 48 metered customers iocateci abc:ut three miles scuth of lis 
GatoS alOO} State Highway 17 in Santa Clara Q:mlty. . 

'!he present rates .... ·ere filed on Octcber 13, 1987, p.IrSUant to Decision (6.) , 
87-01-095 which brcught IWS uOOer Commission jurisdictioo with no increase in 
the existing rates. 

'!he Branch made an in:lepemerit ailalysis of IWS's SlIIlllMZy of eainirgs. 
~ A presents IwS's ani the B:ra.nch's estimated SlIIlllMZy of ~ at 
Present, rE:quested aid adopted rates. ~ A shows differences in 
revenues am expenses. 

'Ihe differences in reveiP.les ,at present c'm:l proposed. rates are due to ~r·USe 
of different water consumption estimates. IWS's estimate of water 
OOi'lsumption was based on a l'CA.lgh calculation, whl1e the Branch uSed 1988 
recordEd figures from o..istomer bfiliri:Js. IWS ackn:Jwi~ that i989 
consumption is likely to be very' similar to that for 1988. 

'!he differences in estimates of qleratiiq expenses are in materials, 'offiCe 
suw1ies, professional services aid p~ taxes. 

IWS's owner qlerates, two adjacent.. uilregUlateci water syst.em!:; aid does the 
bookkeeping for it thizd. He provides MI m.aintenance, . eperatioo, 
bookkeeping, management, water te:stiiq am tranSportatia't for Iws wl:ler 
<XXltract, so all of those e>cpenses have been incl\Xled in IWS's cu'lt:tact work 
aocomt. '!he Branch reviewEd the cwerall amo..mt charged for these services 
ani believes i.t is reasonable. 
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n~sts estbnat$ for InateTials arrl suwl1es is ~600, whereas the 1"eO)n\ed COst 
of dUori.ne ard llIiSceUane6us suwl1es was $434 in 1~88. IWS antioipates 0) 
~ in the volwne o( ",'ater sold (tom 1988 to 1989, 56 the the Btardl 
estimated $-460, the 1988 recorded oost escalated to 1~89. '!he esca1atia'l 
factors used for this ~t aid others Were th6se reoornrnetded by the 
AdvisOry Branch of Corrunission Advisory ani (»mpliance Division. 

IWS's $300 estima~ for office suwl1es is ~ company's reo;:,roed cost of 
printiJ'q, postage, cq>ies, am envelq,es for rnatUJl:jS in 1988. '!he Brardl 
escalated the 1988 recorded arno.mt to $320 for 1989. 

'I1le Company's professional servioes estimate is $200. '!he recorded cost of 
<lCCOJrltiiq aI'd legal services in 1988 was $285. '!he Branch esca1ate:t the 
recorded ~ to <:btain its $300 estimate. 

The Branc:h's $.183 estimate of property ta>ct>s is based on IWS's property t:.a)( . 
bill (ron santa Clara Ccwlty (or 1988/1989. . 

IWS ",'as iilfonned of the Bratd\'s ditfer1tq vi.ews of revetues ard expenses cud 
has stated that it accepts the Braoc.h's estimates. 

rws _is see.kin:J this rate ~ soi.ely to meet its Cperati.n;J~; whilt 
little rate base it may have is \.lJ"sS\.IfP>rted by aoooontitq reo6rds ~ '. _ -
presumably nearly COrnpl~tely depreciated.. aecause the evi~ is ~y . 
irioorn i.e~ the Branch ~rees that IWS shcul.d be ""ted the . rtUni.hf to-- P , " "~. - gran qp:>" '-Z 
develcp additional information tm:I present it at the time it awlies tor a 
rate base of (set as described below • 

A noti~ of the pl'q)OSEd rate iOCrease am plblic meetiiq was mailed to each 
custO!'"!ler on November 28, 1988. No letters conoetnin:J the i..n:::rease were 
received. 

A Branch etqineer o::n:luct.ed field investigatia'ls of IWS's facll~ties ani 
service area on November 1; 1~88 aid JailliUy 6, i989. "Vi.sible porticns of 
the syStem were dlecked, COi'lpoIDy teooms ~ aid customers 
interviewed. 'ihe water system was tQ.U'd to be deficient in th!i.t w 
capaciti~ of the storage· tanks are ~te to meet alStOmer demaiii aid a 
transmission line from a high elevation stOrage tank to a lower eJ.~ti6n 
storage tank iUso saves as a distril::utioo line, effectively decreasm;, " 
recharge. 

on DeC.ernber 13, 1988 a p.lbllc JOeetirq waS hel.<i at the c::hemeketa Park 
Community Hall near IWS's sezvice area. '!he Bzat.:h's represen~Uve 
described CbmmisSloo rate settirg procEdureS atd IWS's l'epresentatlye 
explained the need for the rate i..rX:rease. 5evettt.een pecple rep~ __ 
eleven CUstOmers att.eixkrl the lively meeti..rg. Moot rustomers agreed that tws 
needs a rate i..ncrease. 'lhere were several complaints of 5e.rvl.ce prd>lems, 
particularly water rutages in the area served 'tIJ. the tanks 00 Id}'lwilci ~ 
Most customers also agreed that IWS neb:ls to be;JiJl it ptcqram of system 
improvements as so::xl as (X)SSible arrl. urged it to do So • 
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In D.81 .. 01-~5 the Commission cbSelved tMt IWS's plant dOes I'm: mee~ the 
minimum recpil'elnt>Jlts of G.O. 103, ~es GcNemilg Water 8elvioe InCl~ 
Minimum stardardS of l:esign am CQlstroct 10n " aid ordered it to stuJy ard 
l'ep:Irt 00 facility i.Jnp~'ern~ts needed to br~ it into OOJnpli~ IWS is 
now Seek1rq O:>ltImission awl"CMll to begin its setvice impl"c:Nement program. 
I\{S's pro:jram is certain to ~ rates substantially. '!he Bral'l:h 
estimates that more than half of IWs's cust.6mers were CXXltacted. durin:J the 
course Of this tate case with JOOSt ~ressiiq awrcMl1 of a service 
impro.tement prcqram even When this wcUld mean acklitional rate ~ 
exceed~ $15.00. per OlStoroer per Jn6nth. As noted abtne, most cust.6mers at 
the p.lbhc rneetll'g also favored lmPI"O/in:} the system. 

1he BraJ1ch reoomrneids that rws begin its sezvice imprwement p~ as ~ 
as possible. '!his program shcold ~looe installatioo of ac:\eCpateiy siiM 
storage tanks at both the Rainieri lane ard Idylwild RoM sites ani .. 
construction of a lie .... •• separate transmission line between those t.a.nks at a 
total- estimated cost Of al:out $55,000. IWS shO.lld be authOrizE!l:f to l'eq.lest 
rate increa.ses by advice letter to begiJi reCr:NerUg the ret\.s6Oahie cOstS of 
these improvements as they are oompleted. ard placed in seiviOe. IWS shCuid 
alsO be authorized to present at that time Mrj l"eoords it may have to~rt 
a rate iOCrease for its existirq rate ~ 

'Ihe santa Clara o;,.mty Department Of I\JbHc Health may alSo orner IWStQ ..... 
install a filtration ani treatment plant .in the near fubiie at an estimate:t 
COst of $45.000. ShCuid this oo:m-, the adcUtiooai rate impact \iMd be: :. 
severe arxl customers shooid again be given an q:portunit}t to o::nsidet tMft. 
alteznatives before any a&iitional i.R::rea.SeS are granted. Acxx>rdirgly, lWs 
shcW.d 5eek COmmission awroval to ~1\kie the plant costS in rates at the . 
tine it aWl~es for authorization for i6rq term borrowi.rg, or in a separate 
awl ication if 00 lorq term borrowirq is involved. 

IWS currently has 00 ~tion pr6cjram. Its creek So..trCe high ~ the 
service area hAs sO far ax'ttirued to SUWly adeqJate water ~ the·· . 
droUght. Ait:htOgh its alstomers have SUftereci from f~ .~, ~ 
o.Itages stem from the inadeq.late facH lties disolSsed earlier ra~· than a 
water shortage. Because the creek's reliability :in a third year of ~t. 
is Wl.'<nown, the Branch recommWs that XWS be ~ to draw· . a' .. 
<:X>nSeZVclti.6r'1 am ratiorU..n::J pian to be i.rch.rleci in its tariffs. ~ plait 
shalid ailow Ws to declare a shOrtage aid iimit usage in the event thatJts 
&iWIY is i.nSufficient to meet dernaid. UpOn the Branch's review atd ." 
ooncurrence, lWS shOOl.d inciu::ie the plan in its tariffs by an advice letter 
fi.li.rq. 'l11e Branch is prepared to assist DiS in drawin:j up an:t filirq Such a 
plan. 

Q1e complaint has beerl ~ived 't:iJ the COmmissia'l's Calsumer Affairs Bratm .... 
in the last three years; it was minor aId haidled promptly. AccOrdiig to the 
santa Clara camty oepartment of f\Jblio Health, IWS's water meets ~licable 
state health starrlards. '!he Brardlts invest:,iqatioo shOws that IWS has 00t 
been maintainin:J i.ts bcx>ks in accordance with the Uniform system 6f A£xn.urt:S 
for class B, C, arrl D Water UtiHties as recpi.reci by D.87~1-695, ror baS it 
filed its 1987 annual re(X>rt to the Commission as rtq..li.red ltj General Order 
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• 104. 'lhe Branch rotes, ho'.lever, that 1~88 was twS's first full ~ un1er 
Co.'1'Irnisston requiation ard withoJt haviNJ kept its b6o):;s by the unttorm ~ 
of ~ts it mirjlt have a dlfflrult time provldln:j 1987 infonnatlon in the 
fonn nq.tlred. 

UiS pro/ides residential metered rate stuvloe with a lDinimUI1l c:harqe for the 
fiTSt 5,006 galicns aId a sliqle cpantity blOck for usage abtNe the \!Iln.i.tnum. 
In aa;ordance with C01Mtlssioo poll~, the BraJich recx>mmeids chatqirq to a 
~ice dlarge rate structure with a s!n:jle qJantlty rate fot aU water used. 
UOOer the Bral"'dl's pI'qX:lsEd rate design, the new skrvioe dlatge, Whld:l 
rec.c1Vers 54\ of IWS'g fUced CostS, is the same as the old lDinbnUlTt c:b:Uge so 
that no customer bills will decrease.. 

'lhe Branch reoomrnetds that the COmmisSion authOrize an i.Jictease in gross 
revenue of $5.501 or 50.9\. 'Ihis ~ will allow IWS to tecr:Ner its 
expenses with no retuin 00 rate base in test year 1989. 

At the Braidlts ~erded rateS shorwil in ~ B, the lDaithly bill tor a 
typical metered :residentiai customer: uslig the syst.Eml average of 8,800 .' . 
gallons ~ month wcuid i.n::rea.se tr63 $iS.80 to $28.38. A o:>mp:irison of 
C-UStorner bills at present atd ~ rates is shown in ~ Co . 

FINl)rncs 

1. 'Ihe Branch's ieo6r.unetrlOO swnmazy of earn.irq.; (~ A) is reasala):)le 
arrl shCWd be adcpt.ed. 

2. '!he rates reoomrnerded by the Bran::h (~ B) are reasonable am 
should be authorized. . 

3. 'Ihe quantities (~ D) ~ to develcp the Braoch's rE!cx>m.meIdati6Rs 
are reasonable am shcu1d be adcpted.. 

4. IWS sh<;:Wdbeqm a service imprtwement program as soOn as poss~t~,' . . ... , 
inclu:.i.iJ:g installatial of adeqJately sized storage tanks at both' tlle RaWer!' 
I..iu'le ani Id}rlwild Road si~ aid ccnst.ructioo of a iIIew~ separate tzanSm.isSion 
line bet ..... eeil thoSe tanks. IWS shcol.d be authorizM to tHe advi.ce letters 
to beginrecoverirrl,~ ~le cOst.S'of theSe i~ astheY.~'" 
completed ard placed itt ,s&vioe. IWS sho.lld also beautOOrizM to PrESent at 
that time aiij records it may have to'SuwOrt a rate in::reaSe'tor its ex.iSt.i.nJ 
rate ~ , 

5. IWS shculd be' ~ to' ~ aid $UbtDit a water ~ticn· aM, ' 
ratioOiiq pian to the Water Utiiit1~ Btardl fot review. 'Ihe planshOOl.ci' 
allOW it to declare a shortage am liJDif Usage in the i!vent &Jtplies ate ' 
insufficient to moot deman:t. Upon the Branch's reviewatrl ~, IWS 
shooid file an advice letter to inclwe the plan in its tariffs. 

6. 'lhe rate increase authorized herein is justified aid the resultirg rates 
are just ard rea.sonable. 
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~ft IT IS oomm> thatt 

1. Authority is <panted \nler I\lbHo Utilities O:de sectlm 454 tor IdylwUd 
Water $ystetQ to file an advioo letter m:orp6ratitg the SUIIlJDak'y of ~ 
ard re.JiSEd rate sdledule attachEd, ,to th1S resolutIon as Appen:U¢eS It. aid 8 
respectively, an:1 ooncurrently to ~l its presently ,effective rate 
SCOOdule No. 1. Its fllin:J shUi OOInply with General Order 96-A. '1he 
effectiVe date of the new schedule shall be th& date of tU1rq. 

2. Idylwlld Water Sys~ is authorized to file advice letters to ~1n. 
recovering the rea.sooable costs assocla~ w1th the installaUonof s.t,6rage 
tanks at the RaWer! lane an:l Idylwild Road sites ani ~lcn 6ta tewl, 
separate transmi~lon 1 ina between them as theY ate 06mplet$:l an:l plaOll!d ii\ 
service. Idylwilci water System is also authorized to present at that tline 
il:rrJ reCords it may have to &.q::pOrt 'a rate 1ncrease for itS exi.stuq rate 
base. 

3. Idylwlld \olater~bmsh.lli within ~O days of the effectl~ da:te ~t thiS', 
resolution prepare am Submit a water ~tlai aid ra~l~ pian to the 
water OtHities Bran::h for review. 'Ihe plan shail allow Idylwlld Water '. 
Systemt()deci~ eli sh6lt.age ani Hmit~' in the event SuWlies,are' ,~ , ' ' 
ifisuiflclent to meet demaid. l.%Ol the Braid\'s review aid ~ " 
Idyiwild Water $yst.eIn shall 'file an a1vloe letter to !relu::Je ~ plan 1n' its 
tAriffs.' ' , " ," : 

~. Idylwrid Water'system shall oomply with Decisi~ 87-o7-Q95 by ~ 
its bookS in ao::oroanoe with the UrUform' System of AOco..1nts for 'Class 8, c, 
ard D Water utiiities. , ' 

5. 'Ibis resolution 1.S effective today. 

I certifY that this resolutiOn was adc:¢ed by the I\lbHc' utilities. o:xnmlssioo 
at its regular meetin;J On April 12, 1989. 'Ibefoi.lowin:.J oommissiooers ' 
approved it~ 

G. MITCHELL "'ILK 
President 

STANLEY' W. IiliLETT 
JOHN B. OHANIAN 

Commissioners 

commissioner Frederick R. Duda ' 
being necessarily absent, did 
not participate. 

Commissioner Patricia M. Eckert 
present but not participating. 
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Item I 

~ti.JiJ RevenUe 
Metered 
Flat Rate 

Total. Revenue 

~tirg~ 
I\J.rC:ha.SOO JUwer 
M:lteri.al.s 
Contract Work .. 
other plant Maint. 
ofticeStJi:Plies 
ProfessiOnal services 
InSuranCe 
Reg. Cami. 

subtotal 
Expense 

OOpreciation £$. 
Prqlerty TaX 
Payroll TaX' 
~Taxes 

Total Ce:iuctibns 

Net Revenue 

Rate sase. 
Average plaJ:it 
Avg. Depr. Reserve 
Net Plant, 
Less: ~ 

Contrili..Itions 
PlUs ~ WorldiY;J cash 

APmIDIX A 

IDYI..m:W ~ SYSI'Df 

~YOF~ 
Test Year 1989 

.. -

util i ty Estimated I 
Present I~ I 
Rates I Rates I 

$ 10,140 $ 16,336 
0 () 

10,140 16,330 

173 173 
660 6()6 

8,920 8,920 
506 500 
300 300 
200 200 

5,268 5,268 
200 200 

16,161 16,161 

0 0 
169 169 

() () 
() 0 

16,330 16,3)() 

( 6,190) 0 

6 0 
-0 () 

0 0 
0 6 
0 0 
() 0 

Matll & SUpplieS 0 0 

Rate Base () 0 

RateofRetum. (Loss) 

Branch Est1Jnated I I 
Present I ~ I ~I 
Rates I PatlS I Rates I 

$ 16,817 $ 19,4&6 $ i6,32~ 
0 0 0 

10,817 19,486 16,324 

173 173 173 
460 46() 460 

8,920 8,920 8,9iO 
560 500 sOO 
3io 320 320 
300 ~oo 360 

5,268 5,268 . 5,268 
200 200 __ .200 

16,141 16,141 16,141 

() 0 0 
183 183 183 

0 () 0 
() 766 0 

16,324 17,090 16,324 

( 5,5(7) 2,396 () 

0 0 0 
0 0 6 
() 0 0 
0 () () 
0 0 0 
0 0 0 
0 0 0 

0 0 0 

(loss) 
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APPlJCABILITi 

APPDIDIX B 

IO¥lWIlD WAIm S'iS'lDl 

Scnedui.e No. 1 

RES} DfNI'lAL HEInUD SmvICE 

All>licable to all resideiltial water service. 

'lnUU'roRy 

Area ~n as idyl wild aid vicinity, Santa Clara Co.lnty. 

RA'rtS 

Q.lanti ty Rate f 

All water, per i,OO() gallOns ...... . 

Monthiy service Charge: 

For 5/8 X 3/4-inch r.eter , •••• i •••• ~ 

$1.5~ 

Per HeW 
Per M:nth 

• $15.00 

(C) 

(I) 

(C) 

'lhe Service Charge is it readinesS-~e Cnaiqe (C) 
\r.ilidl is atPlicabl.e to all tneteiEd service ani to I 
tohlch is ad.1ed the IOOflthly dlarge ocnP.rt:.ed at the I 
~tity Rate. (C) 
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APPfWD! C 

IDYOOlD ~ S'ismt 

CXMPARI~ OF PAns 

CaTparlson Of'1TOOthly bills for residential custarers w1th 5/8 x 
3/4-inch meters at present ani the Brailch' s ~ rates I 

Iobnthly 
Usa<Je, 
Gall6ns 

~t 
Bills 

o 15.00 
i,c»o 15.06 
2,600 15.00 
3,060 15.00 
5,600 . 15.60 
8,906 (aVg.) 18.80 

10,606 . 20.00 
~5.600· 25.00 
20,600 3(Y.00 
25,(){)() 35.60 
)0,600 40.00 
SO, 000 60. ()() 

~ 
Bill.s 

1S.06 
16.52 
18.64 
19~56 
22.60 
28,38 
30.20 
37~80 
45.40 
53.00 
60.60 
91.00 

AnO.Int 
:m::rease 

0.00 
1.52 
3.04 
4.56 
7.60 
9~S8 

10.20 
12.80 
15.46 
19.00 
20.60 
31.00 

Percent 
~ 

. 6.0\ 
10.1 
20.3 
30.4 
56.7 
51.0 
51.0 

.51.2 
51.3 
51.4 
51.5 
51,7 
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AWiNOIX D 
Page 1 

IO'iUlIu> Wi\Tm SYSIDt 

Federal TaX Rate: 15\ 
state TaX Fate! 9.3\ 
lOcal FraJ"rlliSe Rate: (t.O\ 

$ 173 

}b)e 

3. Payroll (inciu1Ed in OOltract wol-k) 

4. Water testiitj (in cXlntract \oK)rk) 

5. InsU.rai'tce ~ 
General Liability 
Auto , 

Total 

6. Prq)erty TaXes 
TaX Rate _ 
Assessed Value 
Special AsSe.ssrnents 

5elvice Connections_ 

»=t.ered Rate 
Flat Rate 

Metered Water Sales use:i to Design Rates 

$ 144 

$ 4.~18 
350 

5,268 

183 
1.0509\ 

$, 10,888 
68 

5,059,000 gallons 
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Line 
No. 

6. 
7. 

S. 
9. 

to. 

", 

APf'D.,'DD( 0 
Pac]e 2 

IO'iI.HIlD WA1m SVSItM 

AOOPI'ID TAX CAul.JI.ATI<:NS 
1989 Test Year 

Item 

~titq MvenJes 
~" 

Ta>tes Other 'lhan ~ 
~reciatla-. ~ 
Interest 

TaXable inoc:Ine for State Tcix 
state 'J'a)C (@ 9.3\) 

Ta.Xabi~ IiOOne for" rn 
FEde:iai. tilcate Tax (@ 1S\) 

Total IJiOaTe TaX 

state 
Tax 

$ 16,324 
" 16,i41 

.181 
() 
() 

o 
o 

$ 16,l24 
16,14i" 

183 
o 
o 

o 
() 

o 

() 


