
\ • 
\ 

, 

t 

• 

CA-42 

PUBLIC UTILITIES COMMISSION OF ~IE STATE OF CALIFORNIA 

COMMISSION ADVISORY & COMPLIANCE DIVISION 
Water utilities Branch 

RESOLUTION NO. W-3600 
July 24, 1991 

SUMMARY 

RESOLUTION 

(Res W-3600) MADDEN CREEK WATER COMPANY (MCWe) ORDER 
AUTHORIZING A GENERAL RATE INCREASE PRODUCING 
ADDITIONAL ANNUAL REVENUE OF $13,311(50.85%) IN 1991. 

This Resolution grants an increase in gross annual revenue of $13,311 
or 50.85% for test year 1991. The increase will provide a 10.89% rate 
of return on rate base in test year 1991. 

BACKGROUND 

MCWC, by draft advice letter accepted by the Water utilities Branch 
(Branch) on January 10, 1991, requests authority Gnder section VI of 
General Order (G.O.) 96-A and section 454 of th~ Public utilities Code 
to increase rates for water service by $13,311 or 50.85\ in 1991. 
NCWe's request shows 1991 gross revenue of $26,117 at present rates 
increasing to $39,488 at proposed rates to produce a rate of return on 
rat~ base of 10.91%. HCWC presently serves approximately 129 flat 
rate and 9 metered customers in an unincorporated area located about 
three miles north of Meeks Bay on the west shore of Lake Tahoe, placer 
County. 

The present rates became effective on May IS, 1985 pursuant to 
commission Resolution W-3246, which authorized an off-set rate 
increase producing $1,514 or 8.36% additional annual revenue. Mcwe 
was authorized its last general rate increase on May 16, 1984 pursuant 
to commission Resolution W-3182 which granted an increase of $9,150 or 
94.5\ in additional revenue. 

DISCUSSION 

The Branch made an independent analysis of HCWe/s summary of earnings. 
Appendix A shows NcWe/s and the Branch's estimated summary of earnings 
at present, requested, and adopted rates for test year 1991. Appendix 
A also shows differences in revenues, operating expenses and rate 
base. 

MCWC was informed of the Branch's differing views of expenses and rate 
base and has stated that it accepts the Branch's estimates. 

Mcwe proposes to eliminate seasonal rates in its current Seasonal Flat 
Rate service Schedule No. 2A, and have all flat rate customers pay the 
same annual flat rate whether they take service seasonally or not. 
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Seasonal customers currently pay only 50% of the rate annual customers 
pay, so abolishing the seasonal schedule would result in an increase 
of 192.0%. In return these customers would receive year-round 
service. Of MCWC/s 129 flat rate customers, 40 take service for just 
the summer season. 

The current Seasonal Flat Rate Service Schedule No. 2A allows 
customers to take service for only the summer season (May through 
October), only the winter season (November through April), or both. 
since 82.3% of the utility's total revenues must be used to support 
the system whether its customers are connected during the off-season 
or not, a strong argument can be made that it is inequitable in this 
case to allow seasonal customers to pay an amount so much less than 
the fixed costs of serving them. At present rates, the seasonal 
customers are paying $86.70 per year while fi~ed costs to provide the 
service are approximately $208.20 per customer. Even though current 
Commission policy requires that no customer should receive more than 
twice the system average increase, the Branch believes that the 
utility's request to alleviate inequities in collection of fi~ed cost 
is reasonable. However, in order to reduce the impact of the large 
increase, the Branch recommends that the rates for seasonal customers 
be increased 116.84% at this time instead of 192.0% requested by the 
utility. 

MCWC proposes to refurbish its 10,000 gallon concrete storage tank. 
since the cost of refurbishment is not included in this rate increase 
request, the Branch recommends thath MCWC be allowed to file an advice 
letter rate increase request to recover all reasonable costs 
associated with the refurbishment after the project is completed and 
the tank is back in service. 

NOTICE AND PROTESTS 

A notice of the proposed rate increase vas mailed to each customer on 
February 16, 1991. Ten letters protesting the increase were received 
by the Branch. All of the protests, without e~ception, were from 
seasonal customers who complained about the consolidation of the 
seasonal rate into an annual rate. The commission's Consumer Affairs 
Branch has not received any service conmplaints against MCWC over the 
last three years. 

A public meeting was held on March 12, 1991, in Tahoe city, 
approximately ten miles north of MeWc/s service area. The Branch's 
representative eXplained Commission rate setting procedures, and the 
utility owner eXplained the need for the rate increase. six customers 
attended the public meeting, in addition to the utility owner and his 
wife, the utility maintenance manager, and two Branch en?ineers. Hone 
of the customers present at the meeting brought any serV1ce complaints 
against Mcwe. The main concern, as with the protest letters, was the 
consolidation of the seasonal rate into an annual rate. The utility 
owner eXplained that elimination of the seasonal rate was necessary to 
insure that all customers paid their fair share of fixed costs which 
are used to support the system whether its customers are connected 
during the offseason or not. Several customers who currently receive 
summer seasonal service raised a concern that they were not hooked up 
to a winterized main and, therefore, cannot receive winter service. 
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Tho utility owner responded that all streets in the system either have 
winterized mains in use or running parallel to the smaller non
winterized mains, and that he would immediately hook customers up to 
the winterized mains if seasonal rates were removed. 

FINDINGS AND CONCLUSIONS 

1. The Branch's recommended summary of earnings (Appendix A) is 
reasonable and should be adopted. 

2. The rates recommended by the Branch (Appendix 8) is reasonable 
and should be adopted. 

3. The quantities (Appendix D) used to develop the Branch/s 
recommendations are reasonable and should be adopted. 

4. MCWC should be authorized to file an advice letter rate increase 
request to recover all reasonable costs associated with the 
refurbishing of the 10,000 gallon concrete storage tank once the 
project is completed and the tank is back in service. 

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

IT IS ORDERED THAT: 

1. Authority is granted under PUblic Utilities Code section 454 for 
Madden Creek Water Company to file an advice letter incorporating the 
summary of earnings and revised rate schedules attached to this 
resolution as Appendix A and B respectively, and concurrently to 
cancel its presently effective rate schedule No. 1 and 28. Its filing 
shall comply with General Order 96-A. The effective date of the 
revised schedule shall be five days after the date of filing. 

2. Madden Creek Water Company is authorized to file an advice letter 
rate increase request to recover all reasonable costs associated with 
the refurbishing of the 10,000 gallon concrete storage tank once the 
project is completed and the tank is back in service. 

3. This resolution is effective today. 

I certify that this resolution was adopted by the PUblic utilities 
commission at its regular meeting on July 24, 1991. The following 
commissioners approved it: 

fA mlCIA M. ECKERt 
P(esidel'lf 

G. MITCHEll WILK 
JOHN 8. OHANIAN 

DANIEl Wm. FESSlER 
NORMAN D. SHUMWAY 

CommissioMrs 

Director 
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~A , M3dden Creek Water catpany 

SlM{AR'l OF EARJmrn 
Test Year 1991 

utility Fstinated : Branch Estimated : 
Item • · • Present : Requested: Present : ReqJ€Sted: Adcpted : • 

cperatirq Revenue Rates • Rates Rates • Rates • Rates • . . . · 
Flat Rate 18,310 30,66() 18,310 30,660 29,121 
Metered. Rate 7,867 8,828 7,867 8,828 10,367 

'Ibtal ReVerne 26,177 39,488 26,177 39,488 39,488 

O::lerati..m Expenses 

PI.1rChased I\:Wer 3,728 3,728 3,600 3,600 3,600 
Materials 1,300 1,300 1,300 1,300 1,300 
Contract Work 3,350 3,350 3,350 3,350 3,350 
TranspOrtaticn 900 900 1,035 1,035 1,035 
Drployee IabOr 3,600 3,600 3,600 3,600 3,600 
Office salaries 600 600 600 600 600 
Management salaries 3,900 3,900 3,900 3,900 3,900 
Drployee Benefits 0 0 315 315 315 
Office svcs. am Rent 900 900 900 900 900 
Office SUWlies 460 4GO 460 460 460 

I 
Insurarlce 1,313 1,313 1,000 1,000 1,000 
General 250 250 250 250 250 
Regulatory 100 100 100 100 100 

subtotal. 20,401 20,401 20,410 20,410 20,410 

Depreciation 3,366 3,366 3,365 3,365 3,365 
Pn:perty TaXes 246 246 240 240 240 
Payroll TaXes 757 757 755 755 755 
Incane TaXes 322 3,371 89Q 3,370 3,370 

Total DedIlctions 25,092 28,141 25,660 28,140 28,140 

Net ReVenue 1,085 11,347 517 11,348 11,348 

Pate Base 
Av~ plant 136,560 136,560 136,025 136,025 136,025 
Average Dep. ResexVe 33,390 33,390 33,250 33,250 33,250 
Net Plant 103,170 103,170 102,775 102,715 102,715 

Less hJ:-.Iaoc;es 0 0 0 0 0 
ContribJtions 0 0 0 0 0 

plus Workirq cash 0 0 0 0 0 
Mat'1. & SUWlies 750 750 1,400 1,400 1,400 

Rate Base 103,920 103,920 104,175 104,175 104,175 

Rate of Retum 1.04% 10.92% 0.50% 10.89% 10.89% 

• 
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APPLICABILIT'l 

APmIDIX B 
Page·l 

SChedule 110. 1 

GElmtM. ME:nmD SmvICE 

Applicable to all metered water service. 

TrnRI'IORY 

Hanewoo:l arrl vicinity, Placer co.mty. 

HAns 

Qlantity Rate 

For all water, per 100 cu. ft ••••••••• $ 0.78 

service Olarge Per V..eter Per Month 

For 5/8xJ/4-inch meter •••••••••••••••• 
For 3/4-inch meter •••••••••••••••• 
For 1-inch meter •••••••••••••••• 
For 1-1/2-inch meter •••••••••••••••• 
For 2-inch meter •••••••••••••••• 

$ 6.00 
9.00 

15.00 
18.00 
24.00 

'Ihe service Olarge is a readiness-to-serve ~e \r.hich is 
awlicable to all metered service an:l to mich 1.S ad::led the 
IOOOthly charge <XlTpJtOO at the ~tity Rate. 

SPECIAL a;tIDITICNS: 

1. All schedules are subject to the reiIrb.Irserrent fee set forth in 
Schedule tro. UF • 

(e) 

(I) 

I 
(I) 
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APPDIDIX B 
Page 2 

Sdledu1eNo.2A 

SFASCtlAL RESlDElfI'IAL FIAT RA'IE SERVICE 

APPLICABILlT'i 

A[:plicable to all flat rate "''<iter service fumished on a seasonal or 
annual basis. 

'ffRRTIOR'i 

~ ard vicinity, placer coonty. 

FAns 

F\n' Service Corulection 

' .. 

F\n' Season ~ 'lear (C) 

1. For a s~le-family residential unit 
or the first unit of a multiple 
<:lCaJP311C'l dwell ing, 
including premises •••••••••••••••••••• $188.00 

a. For each ad:litiooal 
si.n:}le-familY residential 
or nul tiple <:lCaJP311C'l tmit 
on the sarre premises arrl served 
fran the sarre serv ioe connection ••• $108.00 

SPECIAL o:tmITICNS 

$253.00 (e} 

$145.00 (C) 

1. '!he season shall be the eight-m::xlth peri<Xl Mal'dl 1 thra.lgh ee) 
N<Nenber 1. (e) 

2. Each annual charge ani each seasonal charge is due in advance. (e) 

(D) 

3. 'Ihe above flat rates aw1y to serJioes not larger than (N) 
one-inch in diarreter. (U) 

4. All schOOllles are subject to the reinbll'saoont fee set forth in (L) 
Sche.dule No. UF • 

firlof~B 
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<XMPAAISCN OF RATES 

A cx::ttparison of the present an::l Brandl's ~ rates is shc1.m belcu: 

MF:IrnID SFRVICE 

For 5/8x3/4-inch lOOter 
For 3/4-inch rreter 
For l-inch neter 
For I-lj2-irdl lOOter 
For 2-inch lOOter 

Qlantity Rates: 

Per 100 cu. ft •••••••• 
First JOO cu. ft. 

per 100 cu. ft ••••••••• 
CNer 300 cu. ft. 

per 100 cu. ft •.•.•••.• 

~r Meter Per Month 
Present RecarrrerrlEd 
Rates Rates 

$ 6.00 
6.60 
9.00 

12.00 
16.00 

$ 0.475 

$ 0.625 

$ 6.00 
9.00 

15.00 
18.00 
24.00 

$ 0.78 

Percent 
Increase 

0.00% 
36.36% 
66.67% 
50.00% 
50.00% 

usage for a typical o::mnercial OlStaoor on a one-i.ndl rreter usirg an average 
of 103 rufjm::>: 

Usage 
100 cu. ft. 

103 

Present 
Bills 

$ 12.93 

ANMJAL FIAT RATE srnI/ICE 

F.eo::lTtrel'rled 
Bills 

$ 95.34 

1. For a single-family residential unit 

J\m:mlt 
Increase 
$ 22.41 

~t 
Increase 

30.73% 

I\=r COnnection Per Year 
Present Recx:mnerrled Percent 
Rates Rates Iocrease 

or a first unit of a Dl.ll tiple oc:o rpancy 
dwelling, including premises ••••••••• $113.40 $253.00 45.91% 

a. For each additional si.rqle-family 
residential or lIl1ltiple <:XX:UpanCy 
unit on the same premises am served 
fran the sazoo service o.:>nneet.ion ••• 99.60 145.00 45.58% 

SEASCtlAL flAT RAre SrnvICE 

1. For a single-family residential unit 
or a first unit of a lIl1ltiple 
<:XX:UpanCy a..oell ing I 

Per Connection ~r Season 
Present Rec.cmoon1ed Percent 
Rates Rates Increase 

including premises •••••••••••••••••• $86.70 $188.00 116.84% 

a. For eadl ad:iitiooal sirgle-
family residential or multiple 
<:XX:UpanCy unit 00 tOO saroo premises 
ard served fran the sarre 
service connection •••••••••••••••• 49.80 

Drl of ~ix c 

108.00 116.81% 
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A{:perdix 0 
Page 1 

Madden creek Water ccnpany 

AOOPlID c;.uNlI'l'l'lfS 
Test Year 1991 

Expenses: 

1. Purdlased pcwer 
Verdor 
Sd1€dule 
Effective U:\te 

Enel:qy Charge I per kWh 
C'onsurrption, ~h 

Monthly $&Vice <harges 
Nurrber of \o.'Iell stations 
Dlergy Ccmn.ission ~e 

'lOtal Cost 

2. I\1rchased water 

3. Insurance EXpenses 

4. Ad Valorem "la).!es 
cmposite TaX Rate 
Assessed Value 

5. Water Testirq Expenses 

service Connections 

Flat Rate 
Armual Flat Rate 
seasonal Flat Rate 

sierra Pacific PoWer oompany 
A-I 
Janu.ny 1, 1991 
$().07546 
46760 
$5.()() 
I 
$().0002 per Klo.h 

$3,600 

None 

$1/000 

$242 
1.00% 
$24,200 

$660 

Jumual Flat Rate 1d:litiooal. Unit 
seasonal Flat Rate M::litional. Unit 

82 
38 

7 
2 

'l\:)W Flat Rate 

~tered Rate 
5/8x3/4-irdl ~ter 

3/ 4-inch rreter 
1-inch Jreter 

I-1/2-inch meter 
2-ioc.h lOOter 

Total 

Metered Water sales USE'rl to ~ign Rates 

129 

o 
o 
8 
I 
o 

9 

11,168 Ccf 
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AWen:lix 0 
page 2 

Mad:ien Creek water CaTpany 

AOOPIID TAX CAI.aJIATIOOS 
Test Year 1991 

Line 
No. Item 

1. ~tID:.J RevenJe 

2. () & M ExpenseS 
3. Ta}{es other 'lhan Inc:aoo 
4. Depreciation 
5. Interest 

6. TaXable Incaoo for state TaX 
1. state TaX 

8. 'Im{able Incx:lne for FIT 
9. Federal lJ"lCCrOO TaX 

10. Total I.nc:x:Ine TaX 

california Corp::>rate Francbi.se Rate 

Federal :rn:::x:me TaX Rates 
On first $50,000 taxable i.nc:x::too 

state 
TaX 

$39,488 

$20,410 
$995 

$3,365 
$0 

$14,718 
$1,368 

$3,370 

9.3% 

15% 

Errlof~D 

FOOeral 
TaX 

$39,488 

$20,410 
$995 

$3,365 
$0 

$1,368 

$13,350 
$2,002 


