PUBLIC UTILITIES OQMISSION OF THE STATE OF CALIFORNIA

CUHAMISSION ADVISORY & QRPLIANCE DIVISION RESOLUTION HO. W-3503
Water Utilities Branch July 18, 1990

(RES. W-3503) OORTY WATER OOMPANY (CWC). ORDER
AUTHORIZING A GENERAL RATE INCREASE PRODUCING
$63,839 OR 10.1% ADDITIONAL, ANNUAL REVENUE.

C¥iC, by draft advice letter accepted by the Water Utilities Branch (Branch) on
July 25, 1989 requested authority under Section VI of General Order 96-A and
Section 454 of the Public Utilities Code to increase revemes for water
service by $104,600 or 17.8%. CWC éstimates that 1990 gruss revenue of
$587,920 at present rates would increase to $692,520 at proposed rates to
produce a rate of return on rate base of 10.75%. CWC presently serves
approximately 2,725 metered custamers and 8 private fire protection services
within portions of the cities of Artesia, Bellflower, lLakewood, ard Norwalk in
Ios Argeles County.

The present rates became effective March 4, 1985 pursuant to Resolution No.
W-3232 dated February 21, 1985 which authorized a general rate increase of
$139,150 or 35.6%.

The Branch made an independent analysis of (WC’s summary of eamings,
Arpendix A shows CWC's and the Branch’s estimated summary of

at
present, requested, and adopted rates for test year 1990. Appendix A also
shows differences in revermie, expenses and rate base,

The differences in estimates for operating reverues are in metered revermwe and
private fire protection revenue.

The Branch’s estimates of metered revenues at present ard proposéd rates are
higher than (WC’s. Metered revemues are estimated using both murber of
customers and oconsurption per custamer. ‘The Branch’s estimate of a higher
number of custaners is based on actual recorded murbers which were not
available when C(WC prepared its estimate.

The Branch’s estimate of water consunption per customer per month of 204.2 COcf
{(one Ccf is equal to 100 cubic feet) is higher than CWwC’s correspornding
estimate of 186.0 Ocf. CWC’s estimate of water consunption was based on a
hand drawn curve. This method gave very little oonsideration to the last five
years recorded oonsumption which ranged from 2¢6.2 to 214.6 Ccf. Since the
Branch’s estimates are based on a long term multiple regression analysis, it
believes that its estimates of water consumption are more representative of
water oconsumption expected in the test year.

The Branch’s estimate of private fire protection service reverme is higher

than (wC’s. ‘The Brarnch’s estimate of private fire protection custamers is

based on the latest recorded data which was not avalilable to CWC when it
. prepared its estimates.
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The differences in estimates for operating expenses are in purchased water,
materials, contract work, transportation, other plant maintenance,
uncollectibles, office services and rent, insurance, ad valoren taxes, payroll
taxes, other taxes, and inocare taxes.

The Branch’s estimate for purchased water expense is higher than CWC’s, The
differences are due to Branch’s estimate of higher water consumption amd
higher mmber of custamers, as explained previocusly.

The Branch’s estimate for materials expense is lower than CWC’s., WC
inadvertently included certain rmeter replacerent expenses in this acocount.,
The Branch corrected this by removing the meter replacement expenses from
materials expense and including the same amount for the test year in plant-in-
service items. The Branch’s estimate is based on the average of the last
three years recorded figures escalated for inflation amd custamer growth. The
escalation factors used by the Branch for this and other acoounts were those
neoontrerdi 3 ed by the Advisory Branch of Camission Advisory and Carpliance
Division.

The Branch’s estimate for oontract work is lower than CWC’s, WC’s estimate
is based on a five-year inflation adjusted average which included an
abnormally high amount in 1985 recorded data. The Branch’s estimate is based
on the average of the last three year recorded fliqures adjusted for inflation
and custamer growth. The Branch believes that its three year average is rore
representative of contract work expense expected in the test year.

The Branch’s éstimate for transportation expense is lower than G’s. WC’s
estimate is based on a four-year average escalated by an arbitrary 5%
inflation factor. This average oovered nine vehicles but the Branch’s
investigation revealed that four vehicles were used for non—utility purposes
in a related business. After reviewing CWC’s cperations, the Branch believes
five vehicles are reasonable for this utility, and based its estimate on the
portion of the recorded figures attributable to these five vehicles. The
Branch then escalated these figures by applying its custamer growth factors.
CWC personnel have stated that only five vehicles are used in the utility’s
day-to-day operation.

The Branch’s estimate for other plant maintenance expense is lower than (wC’s.
WC’s estimate included amounts for parking violations, capitalized items, and
construction work in progress. The Branch’s estimate reflect adjustments for
jterms which were improperly included in this, account.

The Branch’s estimate of the uncollectibles rate is lower than CWC’s. CWC’s
estimate is based on the five-year average recorded rate. The Branch’s
estimate is based on the three-year average recorded rate as being more
representative of CWC’s present customer profile and improved collection
practices.

The Branch’s estimate of office services and rentals expense is lower than
ic!s, C’'s estimate is based on by apply a 5% escalation factor to the
1988 recorded amount. ‘The Branch’s estimate based on the average of the
last three-year recorded data, adjusted for inflation and custamer growth.
This acoount represents rent paid by CWC to the utility’s owner for office,
warehouse, and construction yard.

The Branch’s estimate for insurance expense is lower than (WC’s. The
. difference between CWC and the Branch is directly related to the rumber of
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transportation vehicles estimated, as rmentioned earlier, under transportation
expense,

dhe Branch’s estimate of ad valoren taxes is lower than ¢(WC’s. The difference
is due to differences In estimated assessed values which were derived from net
plant estimates. W and Branch used the sare oaposite assessment rate.

The Branch’s estimate of payroll taxes is lower than CWC’s. The Branch’s
estimates are based on the latest payroll tax rates which were not available
to CWC at the tirme it prepared its estimate.

The Branch’s estimate for other taxes is lower than CWCYs. These taxes
include City Franchise taxes and are corputed as a percentage of total
revenes. ‘The main reason for the difierences between the Branch’s and (WC's
estimates is due to the differences in revenues (discussed earlier).

Both CWC’s anrd the Branch’s incame tax estimate reflects the aurent rates
under the Federal Tax Reform Act of 1986 and the corresponding state rates for
1590. The only differences are in revenue and expense estimates.

The difference in rate base between CWC and the Branch are due to differences
in average utility plant and working cash.

The Branch'’s estimate of average utility plant is lower than (WC’s. The
Branch made the following three adjustments:

(1) removed $33,230 for purchase of a buil lct for an office. At
present, CWC rents space for an office ch the Branch considers
reasonable for this utility.

(2) added $8,550 for the purchase of two used vehicles in 1989, and

(3) removed $19,569 for the retirements of vehicles which are no longer
used,

The Branch’s estimate of depreciation reserve is lower than CWC’s. As
rentioned above, under plant, the Branch’s retirement of vehicles has resulted
in differences in depreciation reserve.

The Branch used the new simplified method of calculating a working cash
allowance adopted by the Camission on Jaruary 27, 1989 to estimate its
working cash estimate. C(WC used the older, autdated method to calculate
working cash,

WC’s draft advice letter requested rates which it estimated would produce a
retum on rate base of 10.75% in 1990. The Branch’s recammended summary of
eamings would produce a rate of return of 11.00% at the Branch’s recammended
rates. This 11.00% rate of return is the high point of the 10.50% to 11.00%
standard rate of return ramge recormended by the Finance Branch of the
Oa;tlnis?ion Advisory and Compliance Division for small 100% equity financed
utilities,

CWC was informed of the Branch’s differing views of revemies, expenses, rate
baseizaaxﬁ rate of return and has stated that it accepts the Branch’s
estimates,

A notice of the proposed rate increase and public meeting was mailed to each
custamer on December 1, 1989. Two letters protesting the magnitude of the
proposed rate increase were received., On December 14, 1989, a branch engineer
and (WC’s management personnel were available at a designated place for a
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public meeting in the sexvice area to answer custamer questions and explain
the rate Increase process, hut no (WC customers attended the reeting.

A Branch ergincer conducted a field inspection of CWC’s service area and plant
facilities on Septerber 11, 1989. Visible portions of the water system were

i , pressures checked, customers and carpany erployees interviewed, and
rethods of operation checked. The investigation indicated that sexvice is
satisfactory and that (WC’s systen was in campliance with the requirvements of
the Comission’s General Order 103 "Rules Governing Water Service Including
Minimm Standards for Design and Construction."

Acocordirg to the California Departrment of Health Services, CWC’s water meets
all primary and secordary drinking water standards currently in effect. There
are no outstanding Camision orders requiring systen improvements.

The Vetropolitan Water District of Southern Califormia (MWD), which is the
primaxy water distribution agency in the los Argeles Basin, has instituted a
voluntary 10% water conservation plan. MWD advertises heavily in the local
newspapers and distributes conservation material. In view if this, thé Branch
recomends no additional conservation measures be required at this time of
16768

As of December 31, 1988, (wC’s bhalancing account for purchased water shows a
net undercollection of $24,699 representing more than 2% of the present
reverue. Pursuant to the Camission’s "Procedure for Maintaining Balancing
Accounts for Water Utilities', the Brarch recammends that the underoollections
be amortized over a period of 12-months.

CWC currently has two rate schedules: Schedule No. 1, Metered Service; and

. Schedule Ho. 4, Private Fire Protection Sexvice. The present metered schedule
consists of a service charge detemmined by meter size, and two quantity rate
blocks. Meters are read and bills are rendered every two months.

By Decision 86-05-064 the Camission adopted a policy calling for recovery of
up to 50% of a water company’s fixed expenses throuwgh service charges. The
policy also calls for phasing out lifeline rates and encourages the reduction
of multiple blocks to a single block. The rates proposed by the Branch,
included here as Appendix B, were designed to comply with the Comission’s
rate design policy.

The Branch’s recamended private fire protection tariff was designed by
increasing the present rates by the system average increase.

The Branch recamends that the Comission authorize an increase in gross
revenue of $63,839, or 10.1% in 1990. This increase provides an 11.00% rate
of retum on rate base in test year 1990.

At the Branch’s recamended rates shown in Appendix B, the monthly bill for a
metered customer with a 5/8 % 3/4-inch meter using the system average of 1,700
cubic feet of water per rmonth would increase fram $17.47 to $19.45 or 11.4% in
1990, A ooanparison of present and reoormended rates is shown in Appendix C.
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FINDINGS

1. The Branch’s reoamended surrary of earnings {(Apperdix A) is reasonable
and should be adopted.

2. 1The rates recarended by the Branch (Appendix B) are reasonable and should
be adopted.

3, ‘The quantities (Appendix D) used to develop the Branch’s recamendations
are reasonable and should be adopted.

4, C’s balancing account undercollection of %24,659 should be amortized
over a 12-month periad.

5. The rate increase authorized herein is justified and the resulting rates
are just and reasonable.

IT IS ORDERED that!

1. Authority is granted under Public Utilities Code Section 454 for County
Water Carpany to file an advice letter incorporat the surrmary of éamings
and revised rate schédules attached to this resolution Apperdices A and B
respectively, and concurrently to cancel its presently effectzve rate Schedule
Nos. 1 and 4. its filmg shall oamply with General Order 96-A. The
effective date of the revised schedules shall be the date of filing.

2. ‘This resolution is effective today.

1 oertify that this resolution was adopted by the Public Utilities Camission
?t its regqular meeting on July 18, 1990. The following Camissioners approved
tt

G. MITCHELL WiILK
President
FREDERICK 3. DUDA
STANLEY W. HULETT
JOHN B. OHANIAN
PATRIGIA M. ECKERT

Commissioners B
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APPINDIX A

QURITY WATER QOUPANY
SUMMARY OF FARNINGS
Test Year 1990

Utility Estimated
Present :
Itenm Rates @

: Adopted
H Rates

Operating Revernue

Metered $535,280 $639,550 $580,066 $692,954 $643,756
Private Fire ; 1,680 2,010 1,356 1,850 1,505
Cther 50,960 50,960 50,260 50,960 50,960
Total 587,920 692,520 632,382 745,764 636,221
Cperating Expenses ,
Purchased Water 306,140 306,140 336,860 336,860 336,860
Other Vol Rel Exp 580 580 580 580 580
Erployee labor 42,080 42,080 42,080 42,080 42,080
Materials 13,070 13,070 8,410 8,410 8,410
Contract Work 17,960 17,960 4,070 4,070 4,070
Transportation 14,300 14,300 8,580 8,580 8,580
other Plant Maint 2,890 2,890 740 740 740
Office Salaries 37,250 37,250 37,250 37,250 37,250
Mgmt Salary 21,300 21,300 21,300 21,300 21,300
Employee Pen & Ben 42,620 42,620 42,620 42,620 42,620
Uncollectibles 3,000 3,580 1,644 1,939 1,810
Office Svc & Rent 7,970 7,970 7,750 7,750 7,750
Office Suppl & Bp 11,220 11,220 11,220 11,220 11,220
Profess Svcs 5,940 5,940 5,940 5,940 5,940
Insurance 20,010 20,010 17,040 17,040 17,040
General Expenses 4,240 4,240 4,240 4,240 4,240
Subtotal 550,570 551,150 550,324 550,619 550,490

Depreciation Exp 28,300 28,300 28,300 28,300 28,300
Amortization 1,090 1,090 1,090 1,090 1,090
Ad Valorem Tax 6,070 6,070 5,700 5,700 5,700
Payroll Taxes 9,790 9,790 8,720 8,720 8,720
Other Taxes 10,710 12,790 11,672 13,940 12,949

» Inccme Taxes 800 21,370 5,925 44,205 23,592
Total Deductions 607,330 630,560 611,731 652,574 630,841

Net Reverme (19,410) 61,960 20,651 93,190 65,380

Average Plant 902,080 902,080 857,830 857,830 857,830
Avg. Depr. Reserve 325,080 325,080 315,295 315,295 315,295
Net Plant 577,000 577,000 542,535 542,535 542,535
Less: Contributions 48,030 48,030 48,430 48,430 48,430
Advances 23,290 23,290 23,290 23,290 23,290

Plus: Wo Cash 65,730 65,730 118,550 118,550 118,550
Mat’l & Suppl 5,000 5,000 5,000 5,000 5,000

Rate Base 576,410 576,410 594,365 594,365 594,365
Rate of Return Loss 10.75% 3.47%  15.68%  11.00%
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Tt T - APPRNDIX B
QUUNTY VATER OCMPANY
Schodle Ho. )
YETERED SERVICE

APPLICABYLITY

Applicable to all metered water service furnished to custamers
in the County systenm, Bellflower system, Suburban system and
Lakewood systen,

TERRITORY

Fortions of Artesia, Bellflower, lLakewood, Norwalk, and
vicinity, Los Angeles County.

RATES
Quantity Rate: (T)
All water, per 100 cu.ft., . . .« . . . $0.953 (0)
Per Meter
Service Charge: Per Month
For 5/8 x 3/4-inch meter . . . . « . « « $3.25 (R)
For 3/4-]._@ mter s ¢« & & & & & 3-60
For l‘m mter & & & & B & & 8 4-90
For 1"'1/2‘1@ mt.el’ « 4 & 5 & 5 & 2 6-50
FOI.‘ Z-iml mter ' T T I T T 8.80
For 3“1@ mmr ¢ & & & o 4 & s 16.30
For 4"‘iml mte-r & & 2 8 & » 4 & 22- 10
FOI‘ ﬁ‘iml mter S & & & & & & @ 36.70 (R)
The Service Charge is a readiness-to-serve charge,
which is applicable to all metered service and to
which is added the charge for water camputed at (T)
the Quantity Rates.
SPECTAL, CONDETIONS (N)

1. The established billing cycle for metered service is (N)
every two months., (N)

2. A surcharge of $0.044 per 100 cu.ft. shall be added (W)
to the Quantity Rate for amortization of under
collection in the balancing account for a period of
one year following the effective date of this tariff. (N)

3. All bills are subject to reimbursement fee set forth (L)
on Schedule No. UF. (L)
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OUUNTY WATER QOMPANY

Q Schedule No. 4
PRIVATE FIRE PROTECTIOH SERVICE

APPLICABILITY

Applicable to all water service furnished to privately owiad
fire protection systems.

TERRITORY

Fortions of Bellflower, Norwalk and Artesia, and vicinity, los
Argeles County.

RATES
Per Month
For each 4-inch service comnection . . . . . $12.00 (1)
For each 6-inch service oconnection . . . . . 17.60 (1)

SPECTAL QONDITIONS

1. The fire protection service connection shall be installed by
the utility and the cost paid by the applicant. Such payment
shall not be subject to refund.

. 2. The minimm diameter for fire protection service shall be four
inches, and the maximm diameter shall be not more than the
diameter of the main to which the service is connected.

3. If a distribution main of adequate size to serve a private
fire protection system in addition to all other normal service
does not exist in the street or alley adjacent to the premises
to be served, then a service main from the nearest existing
main of adequate capacity shall be installed by the utility
and the cost paid by the applicant. Such payment shall not be
subject to refurd.

4. All bills are subject to reimbursement fee set forth (L)
on Schedule No. UF. (L)
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QOUNTY WATER OOMPANY
OOMPARISCH OF RATES

METERED SERVICE

Per Meter Per Month
Present Recarmended Increase
Rate Rates Amount Percentage

Quantity charge:

First 300 cu.ft., per 100 cu.ft. $ 0.588 $ 0.953 $ 0.355 62.1%
Over 300 cu.ft., per 100 cu.ft. 0.879 0.953 0.074 8.4%

Monthly Quantity Charge at recammended rates doés not include $0.044 peér 100
cu. ft. surcharge for amortization of undercollection {n balancing acocount.

Service Change:

For 5/8 % 3/4-inch meter
For 3/4-inch meter
For 1-inch meter
For 1~-1/2~inch meter
For 2-inch meter
For 3~inch meter
For 4~-inch meter
For 6~irnch meter

PRIVATE FIRE PROTECTION SERVICE

For each 4-inch service connection $11.00 9.1%
For each 6-inch service connection 16.00 10.0%

Monthly bill for a typical residential custamer with a 5/8 % 3/4-inch meter:

Usage Present Recaommerded Amount Percent
100 cu.ft. Bill Biil Increase

IE

o $ 3.40 $ 3.25 $-0,15
3 5.16 6.11 0.95
10 11.31 12.78 1.47
17 (avg.) 17.47 19.45 1.98
20 20.10 22,31 2,21
30 28.89 31.84 2.95
50 46.47 50.90 .43
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Federal Tax Rate:
State Tax Rate:

APPENDIX D
Page 1

OOHTY WATER OQUPANY
ADOPTED OUANTITIES

Varies - See Tables
9.3%

Incal Franchise Tax Rate: 2%

Business License: tione
Uncollectible Rates: 0.26%
Offset Ttem Test Year 1990

1. Purchased Water:

S.C. Water lakewood Bellflower Total

Norwalk
Artesia 4
Constptn OCf 362,460 45,464 11,423 148,950 568,297
Constptn AF 832 342
Rate $236.30 $0.7530 $0.7900 $281,.30
Srvc $65.52x12 ’ -
Prchsd Wetr $196,624 $35,021 $9,024 $96,188 $33(6£§57
1
$336,860
. 2. Pup TaX - Replenishment Tax: None
3. Payroll ard Payroll Taxes:
Operations armd Maintenance $30,050
Adm. and General $55,580
Total Expensed Payroll $85,630 .
Payroll Taxes $ 7,570
4. Ad Valorem Taxes: $ 5,700
Tax Rates 1.052%
Assessed Value $541,714
5. Water Usage!
Water Sold 556,445 Ocf
Unacoounted Water (2.13%) 11,852 Ccf
Water Purchased 568,297 Ocf

6. Water Testing (in Oontract Work)  $ 1,240
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APPENDIX D
Page 1

QOUNTY WATER OOMPANY
ADOPTED QUANTTITTES

Federal Tax Rate: Varies - See Tables
State Tax Rate: 9.3%
local Franchise Tax Rate: 2%
Business License: Nore
Uncollectible Rates: 0.26%
Offset Iten Test Year 1950
1. Purchased Water:
Norwalk S.C., Water lakewood Beéllflower Total
Artesia
Constptn CCf 362,460 45,464 11,423 148,950 568,297
Consrptn AF 832 \ 342
Rate $236.30 $0.7530 $0.7900 5281.30
Srvc Chrg $65.52x12 _
Prchsd Wer $196,624 $35,021 $9,024 $96,188 $336,857
Call
$336,860
2. Purp Tax - Replenishment Tax: None
3. Payroll and Payroll Taxes:
Operations and Maintenance $ 42,080
Adn. ard General $ 58,550
Total Expensed Payroll $100,630
Payroll Taxes $ 8,720
4. 24 Valorem Taxes: $ 5,700
Tax Rate: 1.052%
Assessed Value $541,714
5. Water Usage!
Water Sold 556,445 Cctf
Unaccounted Water (2.13%) 11,852 Ccf
Water Purchased 568,297 Ccf
6. Water Testing (in Contract Work) $ 1,240




