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CXM(tSSICN~' &' <:XH'LTAtC& DIVISICtf, 
'Water 'OtUitie& B:rMch 

SOMf:9\BX' 

(RES. W-3630) FRElCH Gll[Q{, DntX SiS'l'fX (FGt\S).. (RER 
mm:mzm:; A G'£NERAL RA1E' .D'CRF.AS& .PJO:tt:I]C, 
.NJ)I'l'lapw l\NNtJiI\'[, REVENUE" OF' $li~91 (282.0') IN 1992 •. 

·._- .•.... ::-.....:.---........... ---..... -....... 

1'iu.sResolutiongrMtson'increAse in. ~ssannual,mvenue of $1,991 or 282 .. 0% 
in 1992 to,provide a 10.0%, rate of 'retu::n, on rate. base ,in test year 1992 .. 

~ 

FCiI:S,. by draft aavic:e letter accepted by the Water TJt.Uit1es Branch (BrMCh) 
on August 19, 1991 requests authority under section VI of General Ol:der . 
No .. 96-A and Section 454 of the- Public: Utilities Code to, .:Lrc:ease rates for 
water service by $1,991 or 282 .. 0\· in. 1992'~ FGOS's xequest shows 1992' 9l=Qss 
xevenue of $706 at present rdtes increasing- to $2,,036 at p::oposed rates to
pxoaucea,rate of return on rate base of 10 .. 0%. FQ;.'$p2:esently serves 
approx.ir!\ately 27 flat rate irrigationcustaners in F.I:erich Gulch, Shasta 
County, loce:ted approximately seventeen., miles northwest of Redding" ... 

The pre~t rates beceme effective on Maxchl,' 197(, ~t to Re8olution 
No'" W-1523' &tedFeb:t'\J4XY· 5'1 1974'" which' authorized 4, general r~tei:nc%easeof 
$900 or 100.,0%,..S.1nee then FGOShaslost,19· CUS'tGl't'erS,.. By DeCl.Sion, . 
lb~'87";;04-031,:dated :April8:,:. ,],987, the'present.owner .W8S'author.ized- to 
~. 'the' systan.: '. 

PXSa.§SlCll 

The 'Br~h made an independent one.lysis of E'GOS'8 ~ of earnings., 
Appendix: A shows 'FGOS's and the Branch's estimated sumr.exy' of ea:rni:ngs at 
present,. requested, end a~pted rates for test .~ 1992 .. 

The Brenc:h has an ongoirig outreach. p:ogr"m to, assist operators of small water 
utilities who· need help in,preparing. rate' 'relief requests.. Since this utility 
has> not requested: a rate'1nc:rease for Oller. seventeen years.,> theBron:h 
assisted ~in., prepo:ring',anG;fil:ing, 'thenec:essory \\IOrk, papere ..Thel:efore,> 
there: is:no diffe:renc:e,in:the<surrmar1es' of ea:rnl:nqs developed by: the staff &1d,' 
:FGtS 'as shown., in Appendix A~' I " ' , 

• ".'.' " • I' ., • . r '. '.'. 
,.' , .. ",:. ..> ; .. ' 

.. , ' 
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, ' ResolUtion' No. W-3630 
FGOSDraft JiL/r;Q'l/SFJ<:jlj . 

At pxesent, FGCS caries no· liaCility iMuronce~ 'rhe Branch recamaends. that 
FGDS be· authorized file' an, advice letter to, beq~. xecO\1ering' the cost of a 
liability 1.nsurance policy' once such' a policy is in effect. 

FGOS's pltmt consists of only a small diversiondom' and, Wet at:ruct:w:e and, 
the ditch, which treonders· .tlu:oI.1gh 't:OWn.Xt is a very old system ~"altrost 
fullydepl:eCiated'". FGOS· and Branch aqreed:thAt ,$10.00 was. a ~le figure 
for rate base. At a 10% rateofretu:x:n~ a $10 rate base 'WO\lld',eam, a $1.00 
:r:e1:um. 

Pursu&'l.t to Section 2713 of the Public 'Otilities Code,. FGt$. is P2=Qh.ibited. fx'cIn 
chc:t9ing orry rates for service under thAt port.i.on of existing Schedul& No .. 3, 
Irr1gationard Fixe Protection Service 'Which :elates to fire- ptOtec'tion 
service, without a fol:J\'lOl ag:reeruentwith a local fire ptOtect.i.on aqett::y .. 
Because' FGOS has no- such lI.gxeEI'tlent, the Branch xecamend8 thAt that portion of 
existing Schedule No.. 3, Ir.r:iqation andF13:e PJ:otection' 5el:vic:e. 'Which xelates 
to fiJ:e, p:z:otection setVice, should be el:!Jninated.. 

Both the Bronch's and· FGI)S·'s recc:mrended surrrnaries- of earn1ngs would ptQC1uce lI. 
rate of return of 10 •. 0%.· While this rate is below the 10.50% to· 11.00% 
~ rate of :retum rm'lgen:ec:atrtended. by the Finance BrMCh. of the 
Ccmnission Advisory and Ccmpliance Division for small, 100%, equity f.inanced 
water utilities, it grants the utiJJ.ty the:full mrount it xequested. 

The authorized'rate of xet\ll:n. in a utility'S last rate c:ase is generally used 
to dete:mine. whether a utility's ·earnings· ore excessive when the Ccmnission is, 
considering 9rantingrate- :r.:elief for offset~le itans· such·lI.S·p:a:chased. 
~ ... The Branch therefore' recaliiends that the carmi8sionfind: a rate of 
xeturn' on rate'base' not exceec:1inqll.OO% to be xeaso~lefor the purpose of 
futw:e earnings tests for FGDS .. 

In Februaxy, 1982 the cam.ission ad.opteQ a l=Olicy of capping small water 
carpony rate inCl:eases at 100% per year. In most instances the· 1naeased 
xevenues· defer.ced by cappinq &:e'mode up, with .interest, t.hl:ough rates 
app:coved for the subsequent yedr. Rates are- lowerec\ to, their fiMl level in 
the thixd year when all defer:z:ed. :r:evenues and. inte%est have been recovered. A 
rate ~ q.r:eater than 100\ in the first· year is pe::rnitted when necessaxy 
to· ellmiM.te a negative rate of :retul:n or out-of-pocket losses. In this· case 
for FGt\S'I the. Branch's proposal, . although greater than 100%, eJ.lmi:latesthe 
negative rate.of ~ and. contains $1.00 forxetum. 

The Branch recomnends that'FG:$ be q.ranted a general rate i.ncX"eaSe of $1,991 
or 282.0% in 1992' topJ:O\l'ide a 10· .. 0% estimated: rate of return on rate base, •. 

At the'Broneh "s·:-recarmended ,rates shown in Appendix B, the .bill for M1 average 
i%rig'at.ion flat- rate, seMce would:in:rease· fl:an $34:.00 per. year. to'$129.8a 
peryearor282':'0t,;ln:,1992O:.A,eanparisonof,custome:r bUls at pxesent and' 
.xecarmendedrates":ts shown:'in'AppendixC ..... ' ,,'" . . . , ..' . 

N:ZllCE NP PROllm'S: 

A notice of the p:z:oposed rate increase was· ma1ledto each c:ustaner on 
'August ·29, 1991.. . No, letters; ptOtestinq· the ·inc:z:ease 'we%$' :z:eceived~ by the 
Branch., .Ne> other' canplaints, ~ received by the Ccmn!ssion's Consumers, 
Affai:z:s.'Br4l'lCh, aver the past three .~.. ,', ' 

J",,:",'" '" , ,', " ,.' • J 

, '." " :,' 
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~lut1on:Nc>. 'w";3630 
n;cs Draft AL/IX:N/SEK:jlj 

A p,mlic meeting was held on SeptEmber 25, 1991, at tho Fxench Gulch SChool, 
adjacent to the service &:ea. 'the Branch's :tepl:eSentative explai:ned 
Carmission .rate setting pxoc:edw:es/> mxi d utility repxesentative expla1ned the 
need, for the rate' increase.. 'rhxee members, of the pul:>lic atte:x5eci the- p.lblic: 
treetinq as· 'Well as a representative of the Shasta county' Carmlnity Services 
~t, who f3P:'ke briefly about, the status of a piped.: mmic:ipal danestic 
water systEm the COlJnty ,is at~ing to develop.. The c:ustane.rs aclcnowledgecl 
their relatively lOW' rates, a:ndexpresseO little hesitation. at p6ying incxeased 
rates. IJl'le custarerswant the ,ditch eystemtoxernain operatS.oMl for 
.irriqation puxposes even.if d, 'D£W' piped lI'IUnicipal danestic:' system is . 
constructed. ' , 

Accol.'dil'lq ,to- SMsta County heal thoffici4J.s. ':f'GC6:' meets ,all waterqua.llty 
st.mdards cu:r:rentlym ,effect forir.ri9at.ionsystElns~'" There al'»' no
out.st.Md:ing' ,Camlissiono:z:Qers,',:r:eqI.li:ing system:, .iIrprovarenu. 

. ".,' ,..." .. 

rooms,' 
1. ,The Branch'8- :recarmended S\lrI'IMl:Y of earninqs, (AppencliX A) is, reasonable ancl 
shoW.d be ,adopted .. ' 

2., 'I1le'rates· xecarmended by the Bronch CAppencliX B) e:re'reasonable end should' ' 
:be adopted. 

3. The qu.antities (Appendix. 0) used. to, develop the Branch's xecamendAtions 
am, xeasonable' and should, be adopted... ' ' , 

4. FGI)S:sbould'b&authorized to" file- an,advice, letter to, begin recovering the 
cost ,of a, liobUityillsurance, lXllicy once such a policy is .in, efface. 

'. '. . , ., "",":r
l
,','" .". ..' • •• ,.' 

5. '%!he 'rate :i:nQ:ease:"authorized hemin is justifiect,.. ~ the xesultJ.nq rates' 
are just and' reasonable..' " . . , 

rr IS (R)ERE[) 'that: 

1. Authority;i,s, ;ranted under PuOlic UtUit.i.es- Code 5ec:t.i.on 454 for' French 
Gulch Oitch Systen to,· file an adv'ice letter iJ'lco:z:poratinq the ~ of 
ear.nings. and revised .rate schedule attached to· this xesolution as AppencliX A 
mxi'B" :respectively,. and'concur.rently to"c:az1cel its: presentlyeffeetive, rate 
SeheciW.e·'NQ. 3,.. Its, filing' shall earply with, General Order 96-A.' The ' 
effective &te of the :teVisedsehedul.e' shall be five &ys . after the de.te of, 
filing-a. ~ 

2 .. French GulehOitc:h System is authoriZed'to file M advice letter to begin 
:teCoverinq the .cost of .a liability insur~e policy once' such a policy is. 1n 
effec:t~' . 

3'. For the Pw:Poseofeaxninq$1:ests'inany,f~~Offset rate,'~ 
mquests..for Fl:ench GulchOitc:hSystEJn, .a,rateof. xeturn·. on rate ,base not 
exceeding, 11.00%- shall :be consldexecl' xeasoMble.:,: . 

, ."' ",' \ " 

".,'i 

'. 
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. ';, . 

4. ~ resolution is effective today. 

I certify that this. Resolution was adopted by the Public 'Otilities. Ccrrmission 
at its ~a:r xreeting 'on Januory 21, 1992.. '!'he following" Ccmnissione:s. 
approved. it: '.~ 

r ' " 
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DAN:tEI., 'Wm.. FESSLER 
Presid.ent 

JOHN B. OHANIAN 
. PA'XlUCJ:A M. E~', 

NORMJ\N' D;. ,SHOHWAY' 
• Commissioners' ' 

"" " '. .. ,-,. -........... .. 
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APPENDIX A 

FRENCH GOlQl: :Dl'I'at S"lS'lDt. 

stlMMARY OF ~ 
Test y~ 1992 

:Utility Estilnated.: Bmldl Fstitnat«l :. : 
:Present :Requested.:Present:~: Mopt:ed.:. 

:--____ ~I~~~ ________ ~;~BAwum~~;~Ba~~~_·~;_~~~~~-·~;~·Ba~~~ __ ~·,_~QWUS~_: 
'OQeming Revepues 

Flat'Rate 
other. 

. 'l'ot:al·:·Revenue 

Operatixg 'Expgnsm 
· 'Paw9r'" . 

.' Materials
Ccnt:ractWorl<: 
. other Plant Mal.nt. 
otfioe' SUJ;plies.& ~. 
Office· salaries 
.Transportation Dcp -
Insurance· 
onoollecti:bles' 
Professional··Se%vioes .. 
General ~-

·SUbtotal·· 

. Dep:reciationExp 
TaXes~ 'lMn Incane 
Incare··T8Xes . 

Total:DeCluctions 

, "',.,'1 

Bate-BMe, .. 
Avq .. 'Plant,' -
Avg -,Depr .:,<Reserve 
Net.···Plant. 
_ Iess:. ',Mvances. 

. - "'- Contributions 
PluS::, Worki.nq:cash .. 

.:. . Mat"l:: "supplies 
Rate· BaSe· 

• ," I, ~.' • 

FAte-Of;RetUtD.. -' 

$ 706-
9' 

706 

$2,.697: 
o· 

2',,697' 

$' 706:, $2,697: 
_~O' 0· 

706- - 2',.697 -

o· 
O. 

2,036 
o 

25, 
120 

o 
'0 

'250. 
o 

~. 

2,.431 

o 
o 

2,036. 
O. 

25· 
120 

O· 
o 

500 
o 

---2. 
2',681 

o 
o 

2;036· 
o 

25 
120 

o 
o 

250 
O· 

~. 

2,431-

0·. 0 0 
15· 15- 15 

--.Q.- ~~. 
2,.446.··· .. 2,.696·' '. 2,.446. 

(1,.740) 

10" 
'0· .. 
10 
·0 ." 
O' 
o 
o 

10, 

_1 

10 " 
o 

10' .. '. 
O' 
o 
0_ 
0-

10 

(1,.740l_ 

10 
o 

10' 
O. 
O' . 
O· 
o 

10· 

o 
o· 

2-,036 
o 

25 
120 

o 
o 

500 
o· 

-....Q. 
. 2,681' 

o· 
l5 

---9-
2,69&· 

1, 

10:' 
o 

10 
o 
O' 
o 
o 

10 

(LOSS) 10 .. 00%' (lOSS) .. , 10 .. 00% 

(:£Nt) OF APPENDIX' A) •. 

$2',.697 ' __ 0 . 

2',,697' 

o 
o 

Z,.036 
o 

250' 
120 

o 
o 

500 
o 

~'. 
2,.681 

10 
o 

10,' 
o 
o 
o 
O· 

10 

10 .. 00% . 
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APPENDDC B 
Page 1:. 

~CH:' GOtCH 0I'lQl, SYS1'EM 

ScheCtule No.: 3 

lRBIGATION'smwa;·· 

At:Plicable'to all waterse.rvice ,:rendered ,tor irri;atiOn 
pw:poses.... .. , . 

l'EBRtl'ORY, 

In the' area SUl=Plied 'a:l the 'French Gulch Ditch 'system in Frenc'h 
GUlch. ,ard :vicinity r Shasta Co\JntyO' ".' '.,' . 

For irriC]ationof laWns~ qaxdens, orchaxdsr fields· and, , 
pa.stw:es,applied to'each separate p.m::el:' , 

Per 
calendar 

" Xf{lt . 

. CO) 
(0) 

(0) 

For't:he f1rst2',000 ser .. :ft:.or' less ................... ~ •. $ 45.84 (X) 
For the· next· 4.,000sq.,tt .. , per 100 sq .. tt.:............ 1.53 
For·the·:next:: 9 r OOO:sq.:tt_I"per, 100.sq .. tt ... .: ......... ;..... 0.76 
For the 'next '1S,:OOO,sq~ft:':/ perlOOsq .. tt .. .:·~., .. ,...... O.lS 
For all. over 30,.00o-.sq~tt •. ,.·per 100·sq.:ft..·;.. • .: .• ~~ .• , .... ,· O·.OS: (X) 

, .' ,. " "'", " , ' . ii, ,', : 

SPECIAL CONI2mor§ . (C)' 

1. One-halt of the estimatEd }jill'for water ser.lice requestec1 
shall be paid at time of application ... 

2. Fi.nI:ll payment of annual. Chal:ge is subj ec::t. to adjustment on basis 
of area aet:ually· :iJ:rigated and. is dueandpa~le on August 1st .. 

3 .. Consumers'· desiring" irrigation .. service . shall, apply' to the owner 
and/orcperator.ofthis·utility ,on or before the first· .clay· of March 
of ;ea~.year,.~ting the~desired~to~'ir.rigated.and· the' , . 
loeation: thereof.. . ..... ' ..' ".,.. ,.:, :'; .:," " . '.... .' • 

'.,: 
I;, , 

(~',OF ~IX'B):' . 
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FRENCH Cl1I.O:iOrxatS"iS'1'EM 

o:MPARISON or RATES: 

For the first 2,.000 sq .. tt.: or less $12 .. 00 
For the next' 4,000 sq~tt .. :,. per 100 0' .. 40 
For"the next:. 9,000, sq;.;, tt."per 100, 0.20· ' 
For the·next·' 15"OOO,sq.tt~, per '100 0':04 
For all aver 30":000: sq.' tt .. , per 100, 0~02· 

., 450 .. 84 
1.:53' 
0 .. 76, 

,0, .. ];5. : 

282.0% 
282'~s%' 
280.0% 
275.0% 
300 .. 0% 0 .. 08 

A: yearly :blll oanpar1scntor 4,000,. 9,,000,. and 12,000 square teet of 
irrigated 'space:. ' .,' 

Irrigated, 
space . 

4 ,.,OOO:sq~·' 
9,,000,' sq .. tt' 

12 ,,000' sq;..tt "" 
, ,,' 

.',' ";' 

, .," 

Present. 
, Bills 
$: 20.,00" . 

34.:00 
40 .. 00· 

Amount 
lnQ:'ea® 
$" 56.44, 

95~84:', 
112' .. 64 

,'I"~ 

Percent 
Inc;mae 

282..2% ' 
281.,9%, .. ' 
281.6%, 



" 
• I", 

, " ' ... 
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APPENOIX D, 
, Page 1 

, FRENCK' GUtOt,ox'rai '5iS'I'EM i 

AlX>P)l:P , OOWl:n;rg;f,. ' 
Test Year ,1992, ," ' 

Fec:leral Incane Tax Rate:, 15.0% ' 
'Calitotnia Incane','.rex ~te:: 9,~3':' 
&lsiness, Lieense:, ;" ' 0.0%' 
'Oncol:lec:tible Rates.: ' 0.0%' 

,',r. ' 

1'.: PI.lrc:has«\, ~, and, Purehased, Water None 

2. COntract, Work 
Backhoe:' 

'$2,,000.' .' 50 hours'@,$40/hour 
6hou:rs'@~$6/hOur ' ,36· ',)' $2,036 

3. Payr611'and:Err;:lloYGe 'Benefits: ' 
, Office ,salal:y," " 
", ' ,,' 'I'otal',~~ll ' 

_iOY~'~~1onsand. Benefits' 
Pay.roU'Taxes,' ' , 

'" , . 
" ',. , 

'4. hi Valorel1k'l'axes:-:' 
" MValorem Taxes" 

5. Flat Rate:,~" 

I' " 

~ 12Q 
$ ',120, 

$ 0' 
$. ' 0, 

$ 15 

27 
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., . 

2 .. , 
3 ... 
4~' ' 
5 .. ,' 

,6,~:'" 
7. 

8 •. ,'> , 

9.,' 

'10. 

AtOPlED TAX, ,CAI.anATIONS 
1992 Test'':lCeaX'' 

, , 

'0peratl.rY; Revenues 

Expenses, , 
'l'exes:~ '!ban: Income 
Depreciation '. 
Interest~""" . 

, , 

~l.,:lncane', for State 'l'ex 
state·'!'8x', (@;,9.3%):, 

'raXzsble::tncane, tor 'FTr', 
FederalIno:rne','l'ax.'C@' 15;0%) . 

'l'Otal' :rriCane'Ta)c, ,: 

State, 
~ 

$2,,697 

$2,681 
.,$J$ 

$0 
$0 

$1> 
, $0 

, (END· OF APPENDIX: D) 

" '" 

$0 

$2',697 
, ' 

$2,.681 
$15" 
$0, 
$0 

$0 

$1 . 
$0 


