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COMMISSION ADVISORY "COMPLIANCE D:rvxSION 
Water utilities Branch ' . 

RESOLO'l'XON . NO. W-3650 
June 11, '1992 

SUMMARY 

RES2Lll!l!.I.Qlf 
(Rea W-3650) CAZADERO WATER COMPANY (CWC) ORDER 
AtJ'I'HORIZING A GENERAL, IWrE 'INCREASE, PRODUCING, 
ADDITIONAL NOOJAL 'JtEYENOE, OF $8.854' C63',lstlXH 1992. 

This Resolution qrants an increase in qross annual revenueot $8,854 
or 63.,18% tor test year 1992. The increase will provide a 14.40% rate 
ot return on rate baae in'testyear 1992'. 

BACKGRODND 

ewe, by dratt advice letter accepted by the Water Utilities Branch 
(Branch) on December 23, 1991 requests authority under section VI ot 
General Order (G.O.) 96-A and Section 454 ot the Public Utilities Code 
to increase rates tor water· service by $12,610 or, 8-7.73% in 1992". 
ewC"s request shows 1992' qross revenue ot $14,36S at present rates 
increasinq to' $26,975 at proposed rates to- produce a rate ot return on 
rate base ot 11 .. 00%.; ewc presently serves 146 metered rate and 4 tlat 
rate customers in Cazadero, and vicinity, Sonoma County. ' 

'rh. present rat •• became e:f:fective on'March 2&" 1987 pursuant to­
Commission 'Resolution W-3348" which authorized a qeneral rate increase 
producing- $7',517 or 95, •. 8% a4ditional annu'al revenue. 

DISamSIQN 

The Branch made an independent analysis of ewe's SUXl!.mary' ot earning-s. 
Appendix A shows ewC"s and, the Branch"s estimated summaryot earninqs 
at' present, requested, and adopted rates tor test year 1992. Appendix 
A also shows differences. in operatinq,' revenues" operating- expenses and 
rate base. .' . " . , 

ewc was intormedof the Branch's ditferinq views of revenues, expenses 
and rate base and has stated that it accepts the Branch's estimates. 

Since its last general rate increase in 1987', ewc has. been 
inadvertently booking capital improvement and plant addition 
expenditures into its "Materials'" and II'Contract Work" expense 
accounts. This has resulted in ewe understating the utility plant in 
its rate increase request thus understating its 1992 rate base 
estimate. 'l'he Branch's estimates· of. utility plant 'and aCCUlUulated 
depreciation reserve, as shown in,Appendix-A, are.adjusted.amounts 
which.incluclethe capital expenclitures.' which were incorrectly recorded 
asexplaine4 above'a: . For .ratemakinq, 'purposes ,the' Branch believes that ", 

<,.,' , 
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its estimates, which are based on accounting principles reflected in 
the Commission's Uniform System of Accounts, should be used. 

To prevent future inconsistencies between the figures adopted by the 
Commission and the ti9Ures shown in ewe"s AnnuAl reports,. the Branch 
recommends that ewc be directed to record on its books of account the 
utility plant and accumulated depreciation reserve balance~ upon which 
the average amounts adopted in this resolution are based.,. and· to· 
reflect that balance in its 1992 annual report t~ the Commission. The 
balances will be $70,3·36 for utility plant and. $32,330 for accumulated 
depreciation reserve as. of Oecember 31,. 199'1.. ' 

ewe has'not been greAtly Aftectec1by CAlitornia's current drought .. 
The water levels of'its two" wells., which are its main sources ot 
water, have remained constant over the past several years.. For this 
reason, the Branch believes that no further conservation. meaSures 
should be ordered, at this time .. 

ewc's drAtt advice letter requested. rates which it estimated would. 
produce A rate of return on rate base o·t, 11.00%.. The Branch is 
currently recownenc1ing a l3.90% to, 14.40% stand.ard rate of return 
range tor small,. 100%. equity financed water utilities-. Because ewc is 
well managed, the Branch recommend.s that ewc be allowed t~ earn a rate 
of· return on rate base of- 14.40t.,. which is the upper end. of the 
recommended' rate of return. range.. Although this· recommended rate of 
return is higher than the l.l.OOt· requested by ewe,. the total increase 
granted will still be lower than the increase· requested .. 

At. Branch's recommended. rates. shown in Append.'1X' B·,. the monthly bill' 
tor a> residential ·metered'.cua:t:omer. using 500 cubic teet of water would. 
increasetrom. $7-.. 70. to- $12" .. 450 (61.7%). 

NOTICE AND PRQTESTS 

A notice of the proposed rate increase was mailed to each customer on 
January lS, 1992. No letters protesting the increase were received by 
the Branch. The Commission's Consumer Affairs Branch has not received 
any service complaints aqai~st ewe over the last three years. 

A public meeting was held. on February &,1992, in ewc's service area. 
The Branch's representative explained· Commission rate settinq 
procedures, the utility owner explained the need. tor the rate 
increase, and a representative of the. Sonoma County Health Department 
discussed new state water quality requirements manaatea by the current 
Federal:'Sateorinkinq water Act. Eight customers attended' the public 
meetinq ancl.·although some felt that the requested increase was.- too' 

. hiqh;.:~::th~y'iall: eXl:Jressed-'an'understanding,oftheneed tor a/ rate 
. increase'. ···All, otl,the.>customers . at· themeetinq al.so· agreed· that·· ewc 
pr~v.~dea goodwater service.. . .' .. , 

I,", • ',' 

rnmIBGS;ANIl 'coNcmSIONS-; 
" ~ . , , ' 

.:;~.'.;: •... ' .... l·.:·':'the :'Brancb;.'s'recommen·ded: summaryofea~in9s (AppenClixA)' is 

. . '_.'. reaaonable-andahould. be adopted., . 
, ~, . 
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2'.. The rates reconunended by the' Branch (Appendix B) are reasonable 
and should be adopted. 

3. The quantities (Appendix D) used'to develop the Branch's. 
recommendations are reasonable and should be ac:1opted .. 

4. ewe should be required to record on its books 0: account the 
utility plant and accumulated depreciation ,reserve balances upon which 
the averaqe, amounts adopted in this resolution are based,. and to, 
re.tlect those balances. in its 19~2, annual' report·, to the COXDXnission. 
'l'bosebalances willbe.$-70,336-forutility'plant and $32,330 for 

. aCeUlnulated, depreciation::reserve' as o,t, OecemJ;,er ~1, 1991 •. 
/' ., 

5·. :'l'he rate :.increase authorized: ·hereil'f is.·justified·, and the 
resultinq rate' is-;u~t· and ·reasonable· •. ' , . 

IT' . IS ORDERED 'l'HA.T-: 

1. Authority is qranted.under Public Utilities Code section 454 tor 
cazac:1ero' Water Company t~ tile an advice letter incorporating' the 
s'WDlIlary of earnings'.: and revised rate. schedule attached t~ this 
resolution as Appendix A and Be respectively, and concurrently to 
cancel its presently ettectiverate Schedule Nos. 1A and 2A. Its 
filing shall comply with General order96-A.,'X'he eftective date of the 
revised schedule shall be five days after the date of tiling. 

2. ·Cazade·ro-. Wb.ter Company shall,.recorc1-on its bookS of account the ,,:'~ .. ,. 
utility ·plant '.and ·accumulated :,de,"£:>reciationreserve balances upon whieli . 

'the average· .amountsaCiopteci in' .this·reso-lution·are based, 'and shall . 
reflect those' balances:i:n·its 19'9'2 annual report. to· the Colt\Xl\ission.· 

3.. 'l'his . resolution, i~effectivetodaY·. 

I certify.that'this . .'resolut1on . ,was· adopted by the I'ublic Utilities 
C01Dln.ission'atitsregular·~eetinq on,·June 17,.·1992· ..... The'following' 
commissioners approved it:.' . ',.,-.' .... '" .... ~~;~)\''1 

. ', .. " 
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':.NEAL,>J'~' SHV~"::·:'·, ... 7'.:· 
'. ExecutiVe'.'."nirecto;r4>, " . 
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·'·'1 • 

,_. ' .. , .. ~ .. '- ,.~., 
, .. ,' ........ 

DANIEL Wm •. FESSLER .. 
,- P'res.,ident 
JOHN' B, •. OHAN·IAN' 
PATRJ:.CIA, .. M.ECKERT 
NORMAN' 0,.: SHUMWAY' ... 

! ',. '. ·COnunis,s.l.'on""rs .. 
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APPENO:CC'A 

"f ~~:~ 

~. OR aRNINGS 
Test'Year 1992 

· : ~1l.1:t:l' Estilnat~ :. ,'Brant::h E:~.ilna:t~ : .' · .' · : Present ::Requested: Present. :Requested:: .Moptec1, : ~ 

, I'I1'M .. ~= 'i BAteS" i ~t§ i BA-tes i' B1tes i 

Ooe~tinc:t' Bevenue ' 

Flat "Rate 450 846, ' 450 :846 734 ,Met:erec1. Rate ~.~1~ -'--26,122' .JJ"~S: 2~,i62 22',~ Total: Revenue " 14,36.5· 26,97S 14,.014:, 26,309' 22,868 ' 
ocerating. EKDenses 

PI.trt:hased: 'Power 4,978' 4,978 3,527 3,,527 3,..527 MateJ:ials 4,730 4,730 1,442 1,442 1,442' Contract Work 3,0:31 . 3,,031. 1,261 1,261 1,261 Tl:'lsnsportation, 600 600 600 600 600 Mm!l9ementsalaries 3,,000' 3,000 ' 3,..000, 3,000.' , 3,000 Office Sal.ar:f.es. 1,920. 1,920' 1,,920 1,..920 1,920 . P.t:otfess. '8el:vices. 375 375, 375 37S 375 Office 5erv. & Rent 600, 600 600 600 600 

t 
Offica SUpp •. &', E)cp 259 259: 959 959 959 Insu:I:ance, ' 248 248' 248" 248 248' Genenl EKpenses, ' l,Q~2' J.,Q~2" 1~ lQJ lQJ SUbtotal. 20,840 20,840 14,035, 14,035- 14,035, 
Dep:eciation 1,l96, 1,196, 1,142 1,142: 1,l42 Non-Income· !I'axes 853 853 674 674' ' 674 Incxrme'I'aXes, Q' ~J§ Q 2,~'; l,§Ql. 'l'otal'Deduct:iona 22,.889; 23,82S' '15",851 18,246," 17,452' 

Net Revenue (8,524) 3',150 (1,,837) 8,063 5',391 
~ts:; :e=S 

Average'Plant 60,480 : 60,,480' 70,336 70,336· 70,33& Averaqe 'Depr',Resrv 31,839, 31,839' 32,,902" 32',,902 32',.902' Net Plant 28,641 ' 28,,641· 37,434' 37,,434 37,434 ,·'1' 

I.ess,;MVcm:es ' , 0, '0 0 0 0 ·'Cont::r.il:lution 0 0 0 '0 0" 
Plus worki.ng, cash· '0 0 0 0 0 , • 'Mate:rials ,: 0 0 .. 0 0 0 

RATE·. BASE 28·,,641 28,641 37,434 37',,434 37,434' " , 
" , 

" 

; RAte otRgt;um· ,(toss) , , '11 .. 00%: (toss)", 21~S4%, 14 •. 40%. 
, , 
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APELIC:ABILITY, " 

APPENDIX D' 
Pagel 

CAZADERO WATER 'COMPANY 

Schedule No ... 1 

GENERAL'METEREP' Si'RY'ICE 

Applicable to, all domestic, 'commercial,ancl.industrial metered' 
water'service. 

TERRITORY' 
Cazaciero and,vicinity, ,sonoma County ... ' 

BATEa' 

Monthly Quantity Rates 
ParMeter 
Per Month' 

Per 100 cu. ft ............ ~ ........... $. . ..8:4 

Service Charge Per Meter 
Per Year 

For 5/8 x: 3/4-inch meters,., ............... ,.$ 99.,.00' 
For 3/4-inch.meters ......... ' •• ' ••• ' 109.80, 
For 1~1nch meters ..... , ••• "........ 149: .. 20, 
For 1 1/2-inch meters., ........... ,... 208'.80' 
For 2'-inch meters.......... 268, .. 50 

ex) 

eX) 

(X) 

The annual service charge is A readiness-to-serve charge ~ich 
is applicable, to·, all .metered service and' is in addition to 
monthly quantity" rates computeci,·at: .. the above' quantity' rate 
billed, additionally. . 

spECIAL CONDITIONS· 

1. ~he annual service charge applies to service during the 
12-:month period commencing January 1 and is due in advance. 
It a permanent resident of the area has been a customers of the 
utility for at least 12 months, he may elect, at the beginning 
of the calendar year t~ pay prorated service charges in advance 
at intervals of less than one year (monthly, bimonthly, or 
quarterly) in accordance with the utility'S established billing 
periods. Metersw.1llbe read and quantity charges billed monthly, 
bimonthly, 'or quarterly in accordance with the utilitY.'s estab­
lisheclbi'llinqperiodsexceptthat,meters. may be reacl and quan­
ti:t;y\eharges.billed. 'cluring the winter "season at intervals greater 
'than > three' months .. ,: '" , 

(continued) 
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APPENDIX D, 
Page 2', 

Schedule No., lA 

GEHERALHETERED' SERVICE 

SPECIAL CON'PITIQNa, (continued) 

2. ~he openinq bill for metered service~ except upon conversion 
from flat rate service shall be the established annual service 
charge tor the service. Where initial service is establisheQ' 
after the first day ot any year, the portion of such annual 
charge applicable t~ the current year shall be determined by 
multiplying the annual Charge by one three-hundred-sixty-fifth 
(1/365) ot the number'ot days- remaining, in the oalendar year. 
~he balance ot the payment of the initial annual charge, shall 
be. credited against the charqes. for the' suoceec:Unq annual period.. 
It'service is not continued for at leaat one year atter, the 4ate 
ot initial service,.. ,no:' refund:: ot the initial 'annual charqes 
ahallbe dueth. customer. 

, .',< •..• , ' ',: ' 

2.',', Al'i· ,bi'lla'are"au))j;eot ,to,'the, reimb~rsement tee •• t forth 
, ,on~Sehedule,No: .. ,':UF. ,'" , 

. '. . 
", ,'.; " 

'. "" 

eL) 
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.. APPLICABILTIX 

APPENDIX B 
Page 3 

CAZADERO WATER COMPANY 

Schedule' No,~ 2A 

ANN'Q'ALGENEBAL Ft.ATRATE' ·SERYlCE· . 

Applicable to all flat rate.' water res1dentialservice' 

TERRITORY' 

cazadero" and vicinity I Sonoma' county. 

BATES Per, service Connection 
Per Year· 

1. For' a single -family res1dantialunit,. 
. includinq.prem1ses· ............. __ .......... .....$ 

2 • For "'Sawmill'" •.•• ' ............ " .................... ". $ 

SPECIAL CONDITIONS 

16·3.00 

244.50 

1. Service under ·this schedule shall be. limited··to· the premises 
now beinq. served· hereunder as of. the effective date of this 
tariff sheet.. . 

(X) 

CJ:l 

2..AJ.:l, .bills '. are subj act to the. reimbursement· fee set forth on CLl 
Schedule No· •. :' OF •. . .. eL) 

End' OfAppend.i~ 'B· 
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APPENDIX C 

CAZADERO WATER COMPANY 

CQMPARTSONOF RATES 

A comparison ot Cazadero·1 s present· rates and the Branch's 
recommended rates is listed below: 

FLAT RATE,' SERVICE PRESENT'. . ERQPOSt'Q. PERCENT 
PER SERVICE PER YEAB' INCREASE 

Sin9'le Family' Reaiden.tial ............. $100 .. 00 
sawmill' .... ' .',. ~, ... .:. .' ... •..• ' ... '. e" .' ........... '.'. '$.150· ... 00~' 

METEREP SERVICE 

$16~.00· 
$244.50· 

63% 
63% 

PEB METER PEB YEAR. 
PERCENT 
INCBEAat 

For 5/8. x. 3/4' inch meter.................. $43 ... 80' 
For' 3/4" inch meter................. $48~ .. 60 
For .;' , 1 inch meter .. ~ ...... ;. ....... ~.. $66 •. 00 
For 1-1/2:' inch meter ... ··.,. :.: •••.•• .;. .. , .. $92.~,40' 
For 2 1nehmete:r.: •. ~ ... ' ••••• ;':'~" $11S.~80' 

otlANTITX RATE~ , 

Monthly Quatity.Rates, 
Per, Meter .. 
Per Month 

Per '100 cu •. 'tt .............. ;.: $- ' .. 81 

$ 99'.00 
$109' .. 80· 

. $149c .. 00 
$208:~80' 
$2'68.50 . 

$ .84. 

126.00% 
126.00% 
125.00% . 
126.00% 
126, .. 00%. . 

PERCEN'l' ' 
INCREASE 

3.7% 

A monthly bill. comparison tor a resident with 5/S x 3/4-inch meter 
is shown below:. 

Uaaqe 
laO cu'.tt 

o 
'3 

5 avq-
6 
10, 
,15 
20,· 
50· 

Preaent 
lUlls 

. $ 3.65-
6.,08 
.7~70 
8:.5-1. 

11,':75-
15-.S0'. 
19·;85 .. 
44:.15, ' 

Recommend-eel' 
_ Bills 

$ S.25-
10 .. 77' 
12.45 
13.29' 
16.65. .. 
2'0,.85-
2'5,. os. 
50.·2'5 

'Amount, 
Inerease 
$ 4.60' 

4.69" 
. 4 .. 7'S..·' 
4.7S', 
4~4:0, 
5~0S. 
50.2:0 
6-.. 10, -" . 

Percent 
Increase 

126 .. 0% 
77' .. 1% 
61.7%. 
56,.2% 
41..7%· . 

. 32' .. 0% 
2:6. .. 2% 
13 ':8%,. 

," .. 

,. 
' .. 
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CAZADERO· WATER. . COMPANY 
, . 

. . . 

ADOPTEP OUANTX'tX'U 

ExpENSES 

1. . Purchased' 'Power 
Vend.or. 
'Schedule 
E~tective Date 
Winter "Charge" per Kwh 

Energy Charge" ,par, :Kwh . 
Avq*> Power ConsWDption in :Kwh 
Winter Charge . 

summer ,Energy' Charqe 
Energy.,Charqe,': per Kwh, " 
Avq,.Power'consump,tion.in X'Wh' 
Summer Charge' . ,' . 

. ' ,'" . 

MonthlyserVice:Charq.· 
Total Yearly Service Charge 

TOTAL' PORCHASEO:POWER, . 
, ., 

2 e PUrchased.: .. Water. 

3. Ad.:'.Valorem· Taxes' 
compo8ite"''I'ax, Rate 1 , 
Assesaed.Value 

• ',-. ,,' " , 'f ,'. • 

4. Water' ''resting'Expense; . 

5. Service Connections 

Metered, 

PG&E" 
A-1 
January 1, 1992' 

$O~12:279' 
8,,4501 
$1,039' 

$0.,14940 .. 
. 15,,9'62', . 
$2385: 

. '" 

$8;.,507' 
$103· 

$3:,527' 

None 

1 .• 01'47' 
$6:,.515· 

$725:', 

5/8;: X:' 3/4-inch meters .............. · .................. ' •• ' ...... e ... 139 
3/4·-inch· mater •••.•.••.•.• e, ••• e ·e, ••.••••• ' ..... ,~ ............... ' •.•• 0 

. l-inch. ·metersoo, oo' •• ~ ...... oo.·oo ...... ' ............ ,; .... oo, •.• :.... .. • .... • . 6 
'1 1/2,~:tnch' meters .... , •• , •••.•.• ' ................................... '.. ••• . 0 

2'-inch' meter., ••.• ' •••.•. :,' •• .:: •• ,.'., ....... ' ......... ' ....... .;.' .... ~ .. : •• -..1. 
Total Metered 146, 

Flat , 
Residential 
Sawmill' 

. , . 

···-·· .. ···- .. ····-··· ••••• ~ ..... ~w •• ~. 3 
, 'I' ....... . ' ..... ' ... -.~., .. '.'.".' .. '" ... ... .., ... : ........ -......... 

4 'I'otal' Flat 

6.'Xetered Water .. Sales 'Used' to Dasign"'Rates '8,594 Cc:! 
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APPENDIX D 
Page 2 

Line' 
No .. 

CAZADERO WATER: COMPANY 

ADOPTEP INCQME TAX CALCtlLM'XOHS . 
. Test Year 1992" 

Item 

1....Operat1ng·· Revenues 

2.,' Expenses. 
3.. 'l'axasOther .' 'l'han Income 
4 ... , Depreciation 
s:. .' Interest.' 

6-. st~t.' 'Ta~-le Income 
7. 'state: Tax(@9:~3") . 

. 8:~' Federal' 'l'axa))le Income . 
9., ' Fed.r~l Income'l'ax :(@15%) 

l.0.. TOTAL J:NCOME' TAX: 

. End: . ot Appendix' D 
• fr • 

.. ' 

State 
Tax 

$22,868 . 

$14,,060 
$. 674 
$. 1.'~14'2' 

'0 

$, 6',.992 
$' ·650, 

$ 1,601, 

Federal 
'l'ax 

$22',868 

$14,060 
$, 674 
$ 1~l.42' 

o 

$ . 650 

$ 6,342;, 
$. 951 


