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PUBLIC UTILITTIES OQMMISSION OF THE STATE OF CALIFORNIA
OOMMISSION AINVISORY & COMPLIANCE DIVISION , RESOLUTION NO. W-3921
Water Utilities Branch June 21, 1995

RESOLUTION

(RES, W-3921), KIEIN HOMES WATER COMPANY, INC.

(KHWC) .  ORUER AUTHORIZING A GENERAL RATE INCRFASE

PRODUCING AN ADDITIONAL, REVENUE OF $17,103 CR 268%,

IN 1995.

BY [RAFT AINVICE LETTER ACCEPTED ON MARCH 1, 1994,

This Resolution authorizes a general raté increase for KHWC producing an
additional $17,103 or 268%, for teést year 1995. The revemeé requirément was
calculated using the opérating ratio method and allows for a 20% margin,

KHWC was déclared a public utility by camnissicn Décision No. (D.) 93-12-039,
dated December 17, 1993, and this is fts first advice letter general rate casé
filing., Interim ratés were adopted for KHWC én April 20, 1993, by Resolution
Rés. W-3844, pending review of KHWC’s general rate increase request.

KWC requiésts authority urider Section VI of General Order (G.0.) 96-A and
Section 454 of the Public Utilities Gode to increasé rates for water service
producing an additional revenue of $76,958 or 1,095%, for test year 1994,

KHWC subsequiently reéduced this amownit to $64,458 or 917%, by revisad rate _
workbook filed Juné 6, 1994, KHWC sexrves 20 metered raté damstic customers
in the unincorporated foothills of San Jose, near Murillo and Ruby Avenues.

Res, W-3844, effective April 20, 1995, authorized intérim rates for Kiuwc
oending the Water Utilities Branch’s (Branch) completion of an audit of KHWC’s
operating éxpenses. Res. W-3844 adoptéd the San José Watér Campany’s (SJWC
damestic General Metered Service tariff as KHWC’s interim tariff. KmC
purchases its water via a 2-inch SIWC master meter at the resale tariff rate,
which is 15% below the retail rate.

DISCUSSION

The Branch made an jindependent analysis of KHWC!s summary of éarnings and
issued its report dated May 1995, Appendix A shows KHWC’s and the Branch’s
estimated summary of eamings at present, requested and adopted rates for the
test year 1995, Appendix A also shows differences in operating revemues and
operating expenses. ' _

" KIWC was informed of the Branch’s differing views of revenues, expénses and
rate base and stated that it agreed with the Branch’s findings.,
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The Branch evaluated KMC’s requést using the two methodologles authorized by
the Oomission for Class ¢ and D water utilities. In D,92-03-093, dated
ril 30, 1992, the Camission adopted the Operating Ratié Method (ORM) as an

:ftermtiv'e to the standard Return on Ratebasé Method for Class C and D
utilities, Moordh-?ly,_ the Branch applied these two methods to KHWC!s
request. Sincé KHWC's plant is old and fully depreciated, the traditional
return on ratebase approach provided no revenues. The ORM provided a net
revermé of $3,701, Per D.92-03-093, the Branch must recammend the higher of
the two reveme requivements to thé Camission.

In February of 1982, the Camission adopted a policy of capping smad) water
wmanymtighhﬁreaésatiw%pertgar, The revenies deferre lgycapphgatg
made up, wit terest, through rates approve or subsaquent year, Raté
are lowered to their final level in the third year when all déferred revenu
and interest have been recovered. A rate incréase greatér than 100% in the
first year is permittéd when necessary to eliminate a negative rate of retum
or out of pocket lossés.

The Branch’s proposal déviates from this capping policy by recamending the
full incréasé be granted now. ‘e Branch beliéves that imposing two rate
increases ard thén a decrease would result in more oamplications for this
small otrpany and its custamers than was intended in the Oamnission policy.

KHWC’s filed tariffs curréntly contain two rate schedules; Schedule No. 1,
General Metered Service and Schedulé No. 4, Private Fire Protection Service.

Peteren o eino'alér;m o e s e fiﬁ: 2008 e
metered service charge. Though percentage is oW recovery
allowed by Comission D.92-03-093, Branch and KHWC both believe a 100%
Yeoovery would (1) unnécessarily burden low quantity users with a high service
charge, and (2) discourage water conservation by reducing the quantity charge.
The remainder of the fixed cost was then applied to the quantity charge.

Branch recommends Schedule No. 4, Private Fire Protection, be cancelled as
there aré no private fire hydrant custarers at this time. Nor are such
custamers anticipated in the near future. ' .

Branch's investigation revealed that KHWC does not maintain a camplaint log in
acocordance with General Order Ro. 103. Branch recamends that KHWC be ordered
to keep such a log. :

At the Branch’s recommended rates shown in Appendix B, the monthly bill for
the average metered customer using 14 Ocf of water will increase from $24.02
to $80,81 or 236%. A carparison of customer bills at present and recamended
rates is shown in Appendix C. ‘The adopted guantities and tax calculations are
shown in Appendix D.
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NOTICR AND PROTESTS

A notice of the proposed raté increass was malled to ¢ach custamer on

February 22, 19%4. No lettérs wére recéivead fram custamers in response to the

otice., The Comission’s Consumer Affairs Branch has received one carplaint
Ja 3 campany practice for KHWC in the past year. _

A public meeting was held on April 30, 1994, in KMC’s sexvice area. The
Branch’s representative explained commission rate setting procedurées and the
utility’s represéntative explained the need for the rate increase. Sevénteen
custamers attended the meeting with their primary oconcemn being the proposed
peroentiinarease. A report on thé meeting is contained in Appendix E of this
resolution.

FINDINGS AND OONCIISTONS

1. The Branch’s récamended surmary of eamings (Appendix A) is reasonable and
should be adopted. : .

2. The rates récammended by the Branch (Appendix B) are reasonablé and should
3. The quantities (Appendix D) uséd to develop the Branch’s recomendations
are reasonable and should be adopted. :

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

5. There is no need to continue offering service under Schedule No. 4, Private
Fire Protection.

6. Hﬁ;g: does not maintain a camplaint log in accordance with General Order
NO. 1 L]

YT XS ORDERED that:
1. Authority is grantéd under Public Utilities Code Section 454 for Klein

Hames Water Company, Inc. to filé an advice lettér incorporating the summary
of eamings and revisad Schedule No. 1, Geéneral Metered Service, attached to
this resolution as Appendices A and B, and to oconcurrently cancel its
presently éffective rate Schedule Nos. 1, and 4—Privaté Fire Protection. Its
filing shall camly with General Order 96-A. Thé effective date of the
revised schedules shall be five days after the date of filing.
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2. Klein Haws Water Oorpany, Inc. shall maintain a carplaint log in
aococordance with Geneval Order No. 103.

3. This resolution is effective today.
I certify that this resolution was adopted by the Public Utilities Cormission

?t its regular reeting on Juna 21, 1995. The folloving Camissioners approved
t: '

WEAL J . SHULMAN ~ i s fiiiEt
Executive Director

. DANIEL Wm. FESSLER

: President -

" P. GREGORY CONLON
JESSIE 'J. KNIGHT, Jr.
! HENRY M. DUQUE

i Commisioners
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KLEIN HOMES WATER COMPANY APPENDIN A
TEST YEAR 1958

SUMMARY OF EARNINGS

OPERATING RATIO METHOD

Utility Estimated @ Branch Estimated @
Preseat  Proposed Present  Proposed Adopted
Rates - Rates Rates Rates Rales

OPERATING EXPENSES
610 - Purchassd Water $3951 ] - $3,951 $4378| $4,378
650 - Contract Work S$2L465 | $21,485 $1,200 ' $1,200
660 - Transportation $2,199 $2,190 $1,188 : $1,188
661 - Othet Plant Maintenance - $2,040 $2,040 $0 $0
670 - Oftice Salaries $3,300 $3,300 $0 £0
671 - Management Salaries $s415 |  $8.415 $6,240 S 86,240
676 - Uncollectibles $20 $20 $20 $20
678 - Office Services $726 $726 0 %0
681 - Office Supplies $2,710 $2,710 $2,067 $2,067
682 - Professional Services $3.005 $3,005 $285| $285
684 - Insurance $1,500 $1,500 $1,500 $1,500
688 - Regulatory Expease $4,057 $4,057 $400 $400
689 - General Expenses $5,181 $5,181 $1,222 $1,227

Depeeciation
Noa-Intdme taxes:
Payrolt:
Businéss License:
Total
Income Taxes
State
Federal
TOTAL TAX:

Net Revenue 852,133} S1,725 ($13,402)

Return on Margin (34) 202% -73%
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APPLICABILYTY
Applicable to all métered water service.
TERRTTORY

Unincorporated area of clty of San Jose, in and near the vicinity
- of Klein Road and Murillo Avenue, Santa €Clara Oa.mty.

’RATES

Quantity Rate:
A].l mter,mrlmm- fto 0--.-6...-00'000700l6$ 2.64
Service Chargest

Per Meter
Péer Month

3/4-ind'llteter o-nsinalt.lt.ilotb.loi$ 43 85
l-ird]mter odn.nnluuuni.ubncnoinl 73 10
1-1/2—ind1meter ol-ouualnuna-oo'oanoon- 146 10
2"il'd]n'eter sebtest et abeR bR N OERNRDS 233.80

The Service Charge is a réadiness-to-serve which is
applicable to all metered service and to which Is added the
charge for water used oonputed at the Quantity Rate.

SPECTAL, CONDITIONS

1. All bills are subject to the reimbursement fee as set
forth in Schedule No. UF.

(END OF APPENDIX B)
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APPENDIX C

OOQNMPARISON OF RATES

Aoarparisonofthepresmtamarand\'sreccmexﬁedratw isshor.m
belowt

METERED SERVICE | |
Present Proposed Pexrcent
. Quantity charget " Rate - Increase
I’erazf..-s..t.---.--$'l.266 - 109%
Service Charge! '

3/4-hﬁ1meter.....u$ 630, $

l-mmtercattnnog 10 ; $
1“'1/2‘1!'61 Peteriican s § 26,3 $ 146 10
2-inch meter (... $ 42,10 $ 233.80

 3/4~inch metér comparison:

100 cu. ft, Bills. __Bil)s .

0 $ 6.30 $ 43.85
10 18,96 70.25
14 24.02 - 80.81
30 44,28 123,05
50 69.60 175.85

(END OF APPENDIX C)
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APPENDIX D
Page 1 4
Klein Homes Water Ocmpany

Tést Year 1995
erd:ased?later'
Verﬂor'SanJosewatermrpany

Tariff Sdledule No. 6 - RESALE smvrcz
effective. ‘March 14, 1994

2-indl sexvioe connectim: (pér month)

Q.:antity Rate' '
(puxrchase quantity 3,680 Ccf)

service oonnections
General Metéred Ratét
 3/4-inch metér
1-inch meter
1-1/2-inch meter
2 inch meter

Total

‘Metered Water Sales Used to Design Rates
Dcrreétic.....ﬂ.-'n..n....u............-.3,312 Ccf
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" Adopted Tax Quantities

Federal Tax Ratél , | 15%
Delaware Corporate Franchise Taxt $100

* Klein Homes Water Company is incorporated in Delaware,

Fedéral Tax calwlationz

s Operati.ng am Haintenence Eb-:pense o - 818,505
2, 20% of O&M éxpenses 7 - § 3,701

I.ESS: ‘

State Tadt -

Businéss License Fee
Paymll Tax

Taxable Fedaral Income

(END OF APPENDIX D)
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DISTRIBUTION _
Fred Qury DATE: May 2, 1994
Jess SeXhon ,

Richard Tom PREPARED BY: Rami Kahlon

IN CONNECTION WITH KIEIN HOMES WATER OOMPANY/S REQUEST
FOR A GENERAL RATE INCREASE

aAn informal publié meeting was held at the Hank Lopéz Comunity
Center in San Jose at 1130 PM on Saturday, April 30, 1994. The
méeting was ¢alled to order by Rami Kahlon at 1:35 B,

Approximately 17 customers attended the meeting. Also present was
Ms, Wilma Pribyl; ownér and manager of Klein Hames Water OGampany.
Klein Homes is a Class "D campany that serves 20 metéred customers
in the unincorporated San Jose foothills, near Murillo and Ruby
Avenes, Pribyl performs all of thé bil_i and acoounting work
for the oampany from hér hame in Ukiah. Pribyl employs oné part-
tima person {(a Kiéein Homes custamer) to read the water meters _
]wnt}ﬂy.

Klein Homes recently cameé under Comission jurisdiction. 2as a
result of a camplaint filed by Klein Homes’ customers, D.93-12-039
(dated Decamber 17, 1993) found Kiéin Homés a public utility, amd
ordered the utility to file tariffs within sixty (60) days. on
March 1, 1994, Klein Homes filed an informal general rate increase
request with the Branch, Pribyl also informed thé Branch that
effective April 1, 1994, she will resumeé opération of the ocampany.
Klein Hamés has béeén operated by its residents for approximately
the past two years.

Branch éstablished intérim tariff rates for Klefn Hames in
Resolution No. W-3844, dated April 20, 19%4. Theseé rates will
remain in effect until Branch campletes the rate increase review.

Pribyl sald the rate increase is neéded tO oowver her oosts and eam
a rate of returm. Pribyl added that her family has opératéd the
carpany for sometime in the red. Pribyl said her offer to give the
campany to the customers is still valid and will remain so throuwgh
the rate review process. The custamers did not show any apparent
enthusiasm, however, to take over the campany.
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APPENDIX B
Page 2

The primary mraisédb{mstacerswasthedollarimreasefor
boththeséwioédxargearﬁtheqmtitydarge Thé preésent
interim service chargé for a 5/8" meter.is $6:30 per month and
$1050pér1rmth for a 1" metér:’ The proposéd rates will increase

thése charges to $155 and $388 pér month, réspéctively. The
prwent quantity rate of $1 266 is propoéed incnease to $2 38,

Qustomers, ocuplained that; the proposéd xa

Some sald they would mové if forcedtbpaythepfnposéd

othérs sald that they should not have té pay now for pfeviaxsly

deferred maintérmance. Kahl&h explained that thé propdsed rates

- are just - that~—prog  ¥ahlon said that all the proposéd :
will b2 thoroughly analyzed, - Unréasonable expense items

will be rejected.. Kahlon offered to send his completed ergineers

report to all of the hmewnem ,

'I'né meet).n; was ad)o.nmed at 2:30 PH.

(END OF APPENDIX E)




