STATE OF CALIFORNIA EDMUND G. BROWN JR., Governor
PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE

SAN FRANCISCO, CA 94102-3298

June 12, 2018 Proposed Resolution W-5170
Agenda ID: 16599

To: All Interested Persons

Enclosed is Proposed Resolution W-5170 of the Water Division, which authorizes Cypress Ridge Sewer
Company a general rate increase producing an additional annual revenue of $46,657, or 9.12%, for Test
Year 2018 to be paid by the Ratepayers. Proposed Resolution W-5170 is scheduled to appear on the July
12, 2018 Commission Meeting Agenda (ID #16599).

The Commission may act on this resolution or it may postpone action until later. When the Commission
acts on a proposed resolution, the Commission may adopt all or part of the proposed resolution, as
written, or amend or modify the proposed resolution; or the Commission may set the proposed
resolution aside and prepare a different resolution. Only when the Commission acts does the resolution
become binding.

Interested persons may submit comments on Proposed Resolution W-5170 via email to
Water.Division@cpuc.ca.gov on or before July 2, 2018. Please reference “Proposed Resolution W-5170"
in the subject line.

Interested persons must also serve a copy of their comments on the utility on the same date that the
comments are submitted to the Water Division. If email is unavailable, please submit comments to:

California Public Utilities Commission
Water Division

505 Van Ness Avenue

San Francisco, CA 94102

Comments should focus on factual, legal, technical errors, or policy issues in the proposed resolution.

Persons interested in receiving comments submitted may contact the Water Division at
Water.Division@cpuc.ca.gov or (415) 703-1133. Please reference “Proposed Resolution W-5170.”

/s/RAMI S. KAHLON
Rami S. Kahlon, Director
Water Division

Enclosures: Proposed Resolution W-5170
Certificate of Service
Service List
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PROPOSED RESOLUTION

Resolution W-5170 Agenda ID #16599
WD

PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

WATER DIVISION RESOLUTION W-5170
July 12, 2018

RESOLUTION

(RES. W-5170) CYPRESS RIDGE SEWER COMPANY.
ORDER AUTHORIZING A GENERAL RATE INCREASE
PRODUCING AN ADDITIONAL ANNUAL REVENUE OF
$46,657, OR 9.12%, FOR TEST YEAR 2018 TO BE PAID BY
THE RATEPAYERS.

SUMMARY

By Advice Letter (AL) 31-SS, filed on December 19, 2017, Cypress Ridge Sewer
Company (Cypress Ridge) seeks a general rate increase producing additional annual
revenues of $110,507, or 21.59%, to recover increased operating expenses and utility
plant investments.

This Resolution grants Cypress Ridge an increase in gross annual revenues of $46,657,

or 9.12%, for Test Year (TY) 2018, which is estimated to provide a Rate of Margin (ROM)
of 24.00%.

BACKGROUND

In compliance with Commission Decision (D.) 17-10-013, Ordering Paragraph Number
7, on December 19, 2017, Cypress Ridge filed its general rate case (GRC) by AL 31-SS.!
Cypress Ridge has requested authority under General Order (GO) 96-B, Water Industry
Rule 7.3.3(5), and Section 454 of the Public Utilities Code to increase its sewer service
rates by $110,507 or 21.59% for TY 2018 which is estimated to provide a ROM of 23.87%.
Cypress Ridge’s last GRC was granted on November 20, 2009 by Commission
Resolution (Res.) W-4795 which authorized a general rate increase of $98,628, or 29.80%,
for TY 2008. Cypress Ridge’s present rates became effective on March 19, 2017, by

1D. 17-10-013, ordered Cypress Ridge to file a general rate case within 60-days from the
effective date of the decision.
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Advice Letter 29-SS which authorized a Consumer Price Index rate increase of $9,850, or
2.10%.

Cypress Ridge is a Class D investor-owned sewer utility with 386 service connections.
Cypress Ridge’s service area is located near the town of Arroyo Grande, in San Luis
Obispo County. The median household income for Arroyo Grande is $63,558.

Cypress Ridge’s sewer treatment plant is a Sequence Batch Reactor (SBR) system with
sand filter tertiary treatment. Cypress Ridge’s SBR system is considered a complex
wastewater system requiring a Grade III wastewater system operator certification for its
operation. A tertiary treatment system is generally required if the wastewater is going
to be recycled for landscape or agricultural uses, since individuals may come in contact
with the recycled water, and in this case Cypress Ridge’s wastewater is recycled and
used for the golf course in the Cypress Ridge Development. Cypress Ridge’s sewer
plant has a capacity of treating 140,000 gallons of sewer per day and is currently
operating at approximately 30% of its permitted capacity, since the plant was designed
to accommodate additional planned development that has not materialized.

NOTICE, PROTESTS, AND PUBLIC MEETING

In accordance with GO. 96-B, Cypress Ridge served a copy of AL 31-SS to its service list
on December 9, 2017. A notice of the proposed rate increase was mailed to each
customer and to the general service list on March 23, 2018.

Two protests were timely received on Cypress Ridge’s rate increase request and the
utility replied. One of the protests was filed by Cypress Ridge Owners” Association
(CROA) which represents the residents and homeowners of the Cypress Ridge
development, consisting of approximately 375 of Cypress Ridge’s customers. CROA in
its protest contends that the requested operating expenses by Cypress Ridge for TY 2018
are excessive based on the previously authorized amounts by Res. W-4795, in Cypress
Ridge’s last GRC for TY 2008. The second protest takes issue with the level of
documentation provided by the utility in support of its rate increase request and its
ROM percentage amount being requested.

Cypress Ridge, in its January 16, 2018 reply to CROA’s protest, indicates that the
requested expense amounts for TY 2018 are based on the expenses the utility has

2 http:/ /www.areavibes.com/arroyo+grande-ca/employment/
p yoTg ploy
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incurred over the last several years which reflect the changes the company has made to
its day-to-day plant operations since its last GRC was filed almost 10 years ago. One
significant change in the utility’s sewer plant operations, as discussed in the Operating
Expenses section of this Resolution, is that the utility now employs three full-time plant
operators, whereas in its last GRC filing, the company was transitioning from
contracted labor of its day-to-day operations and maintenance to full-time employees.
Furthermore, the WD required Cypress Ridge to submit additional documentation to
support its operating expense estimates for TY 2018, as part of the WD’s independent
analysis of the utility’s operations and expenses related to those operations.

Regarding the issue raised in the second protest on the level of documentation
submitted by Cypress Ridge in support of its rate increase, Cypress Ridge’s AL filing
was based on the minimum information requirements prescribed by the Commission’s
Standard Practice U-9-SM, Standard Practice for Processing Informal General Rate
Cases of Small Water and Sewer Utilities (Class B, C, and D).> However, as previously
stated and discussed further in this Resolution, WD in its analysis of the utility’s request
required Cypress Ridge to submit additional documentation to support its rate increase
request. The ROM percentage amount requested by Cypress Ridge for its rate increase
was based on the WD’s recommended ROM for Class D water and sewer utilities* for
2017, as discussed further in this Resolution.

An informal public meeting was scheduled on April 19, 2018 at 6:00 PM, at Cypress
Ridge Pavilion located at 1050 Cypress Ridge Parkway in Arroyo Grande California.
The meeting started at 6:00 PM and approximately seventy-seven customers attended
the meeting. Staff from Water Division (WD) provided an overview of the
Commission’s GRC process for Class C and D sewer utilities, and Cypress Ridge’s
representatives provided a general overview of its rate increase request, including
information on how sewer plant operations have changed since the company’s last
GRC. Customers mainly expressed concerns over the magnitude of the rate increase,
the amount they currently pay for their sewer utility service, and the high ROM
percentage amount that Class C and D sewer utilities are allowed to earn. No concerns
were raised regarding Cypress Ridge’s quality of service or billing dispute issues.

* http://docs.cpuc.ca.gov/PublishedDocs/Published/G000/M088/K264/88264810.pdf

* As defined in General Order 96-B Water Industry Rules Section 1.2, Class B, C, and D utilities
serve 2,001 through 10,000, 501 through 2,000, and less than 500 service connections,
respectively.
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DISCUSSION

In reviewing Cypress Ridge’s rate increase request, the WD made an independent
analysis of the utility’s rate increase request and its operations. Appendix A provides
Cypress Ridge's and the WD’s estimated Summary of Earnings (SOE) at present,
requested and recommended rates, which is further discussed below. Cypress Ridge
was informed of the WD’s differing views of revenues, expenses, and rate base, and the
company agrees with the WD’s findings.

Operating Expenses

The WD reviewed operating revenue and expenses including employee labor,
materials, contract work, transportation expenses, other volume related expenses, office
and management salaries, office supplies and expenses, insurance, general expense,
depreciation, and taxes other than income. The WD verified the operating expenses by
reviewing supporting documents for substantiation and accuracy, and included the
amounts that were deemed reasonable and prudent.

Purchased Power

The WD’s recommended amount for purchased power of $32,086 is lower than Cypress
Ridge’s estimate of $32,569 because WD used a three-year average (2015-2017) plus a
3.20% non-labor escalation factor® to estimate purchased power for TY 2018, and the
utility’s estimate is based solely on 2017 purchase power costs and usage. The WD
recommends using a three-year average for estimating purchased power costs because
it provides a better estimate since it factors in the fluctuations in energy usage, resulting
from varying conditions in the sewer plant operations and sewage treatment.

Labor Expenses

The WD finds Cypress Ridge’s $167,997 request for labor expenses for TY 2018
reasonable based on WD’s analysis of salaries and pay scales for comparable
employment positions and qualifications for wastewater treatment operators in the
cities of Santa Maria, Solvang, and within the Ventura County. As noted in D.17-10-013,

> Office of Ratepayer Advocates: Estimates of non-labor and wage escalation rates for 2018
through 2022 from February 2018 IHS Global Insight U.S. Economic Outlook.
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the Cypress Ridge’s sewer plant is a SBR system with sand filter tertiary treatment
system that requires a Grade III wastewater system operator certification by the
Regional Water Quality Control Board (RWQCB).¢ Additionally, the sewer plant
requires to be operational 24-hours, seven days a week, and monitored 365 days a year,
including holidays. Therefore, in order to provide adequate staffing to operate,
maintain, and monitor the sewer facility, Cypress Ridge employs three full-time
employees with Grades III, II, and I operator certifications. WD finds Cypress Ridge’s
staffing for the sewer plant reasonable because it provides the necessary statfing to
adequately staff and monitor the sewer facility daily, seven days a week, including
holidays with reasonable work schedules that can accommodate vacation time-off for
its employees. Most importantly, Cypress Ridge has multiple staff available in case an
emergency situation arises with the sewer treatment facility.

Cypress Ridge’s labor expenses request of $167,997 is based on the company’s labor
expenses averaged over 2014 through 2017. Cypress Ridge’s Grade III operator is the
only salary employee with an annual salary of $61,526 and the Grade II and I operators
are employed at an hourly rate of $28.34 and $25.32, respectively. In 2017, the gross pay
for the company’s Grade I and II operators were $54,641 and $60,866, respectively.”

The WD determined the reasonableness of Cypress Ridge’s request by comparing the
Cypress Ridge’s employee salaries with the salaries paid for sewer plant operators with
Grades I, II, and III certifications in the cities of Santa Maria, Solvang, and within the
Ventura County. The WD found that the salaries paid by Cypress Ridge are within a
comparable salary range of what these cities and the county pay its sewer plant system
operators. The salary range for Grade I-III wastewater treatment plant operators for: 1)
the Ventura Water Department in the Ventura County is $58,056 to $81,144; 2) the City
of Santa Maria salary range is $52,680 to $101,400; and 3) the city of Solvang is from
$45,720 to $63,048. These salary ranges exclude any pension or other benefits provided
by these cities and county. Accordingly, the WD finds Cypress Ridge’s request for
labor expenses reasonable and necessary for the company’s retention of qualified
personnel. In this instance, Cypress Ridge’s sewer plant operators have been with the
company since 2008.

¢D.17-10-013, pg. 22.
7 Gross pay for Grade I and II operators is based on 2,229 and 2,193 total hours, respectively,
and includes annual vacation and sick leave paid hours.
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Contract Work

The WD’s recommended amount of $54,255 for contract work is lower than the
company’s estimated amount of $67,438 because the utility’s estimate is based on the
average contract work expenses for the 2014 through 2016 time-period, whereas WD’s
estimate is based on average expenses over the 2015 through 2017 time-period, plus a
2.10% labor escalation® factor for TY 2018. Cypress Ridge’s contract work expenses
cover the sewer facility’s wastewater disposal, testing and analysis of wastewater
discharge, and repair and maintenance for the plant. Based on the WD review of the
company’s contract work expenses over the last five years, these expenses decreased in
2016 and 2017 compared to prior years, and the company’s requested amount of $67,438
does not reflect the current level of contract work expenditures. For these reasons, the
WD finds that averaging the contract work expenses over the last three years provides a
better estimate of company’s contract work for TY 2018.

Management Salaries

The WD finds Cypress Ridge’s request of $10,000 for management salary reasonable for
the owner and manager Mr. Baker, since Mr. Baker remains involved in the company’s
overall decisions regarding the sewer treatment plant operations, required
infrastructure investments, and business decisions for the utility. Mr. Baker, as the
owner and manager, is also responsible for ensuring Cypress Ridge has the necessary
finances and staffing to provide safe and reliable sewer service for its customers. For
these reasons, WD finds Cypress Ridge’s request for management salaries reasonable.

Employee Pension and Benefits

The WD’s recommended amount of $14,564 for employee pension and benefits is lower
than the company’s requested amount of $16,725 because the utility’s estimate is based
on average employee pension and benefits during the 2014 through 2016 time-period
and WD’s recommended amount is based on the documentation the utility provided for
its 2017 actual employee pension and benefits premiums escalated to TY 2018 by a
3.20% non-labor escalation factor. The WD did not find support for the utility’s
approach of averaging employee pension and benefits over 2014 through 2016 time-
period for its expense estimate, since the estimate should be based on the premiums the
company is currently paying and not the prior years. Cypress Ridge’s employee

81d.
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pension and benefits covers the costs of providing medical, dental and vision insurance
coverage for its employees.

Professional Services

For professional services, Cypress Ridge requested $72,497 based on the company’s
average professional services expenses over the last four years (2014-2017). Cypress
Ridge’s professional services expenses include expenses for the company’s accounting,
bookkeeping, legal, and regulatory consulting services. In 2016 and 2017, Cypress
Ridge incurred significant legal and regulatory consulting expenses resulting from its
Applications (A.) 15-12-015 and A.15-08-025 filings required by D.15-06-049 to address
the unauthorized transfer of the sewer utility assets by Rural Water Company to
Cypress Ridge, and for the approval of Cypress Ridge’s Certificate of Public
Convenience and Necessity (CPCN). Therefore, the legal and regulatory consulting
expenses during these years were extraordinary and unique to these circumstances
requiring formal application filings and legal representation.

Furthermore, on December 3, 2015 by AL 23-SS, Cypress Ridge received Commission
approval to establish a Legal and Regulatory Services Cost Memorandum Account
(LRCMA) to record legal and regulatory expenses due to its formal filings which were
not previously authorized in the company’s GRC. Based on the company’s February 23,
2018 response to the WD’s Data Request #1, the LRCMA balance as of December 31,
2017 was $150,152. In addition, CROA in its November 30, 2017 Application for
rehearing of D.17-10-013 is challenging whether Cypress Ridge’s customers should be
responsible for the company’s expenses associated with A. 15-12-015 and A.15-08-025
tilings which are recorded in Cypress Ridge’s LRCMA. Therefore, since the
professional service expenses recorded in the company’s LRCMA are subject to the
CROA'’s pending Application for rehearing, this resolution only addresses Cypress
Ridge’s professional service request for this GRC and not the professional services
expenses recorded in the company’s LRCMA.

Based on the WD’s review of Cypress Ridge’s professional service request for TY 2018,
the WD recommends $35,000. The WD’s recommended amount is based on the
company’s 2016 and 2017 professional services expenses required for the utility’s
overall operations. The WD’s recommended amount includes: 1) $6,000 for the
company’s accounting and annual report preparation and filing with the Commission;
2) $10,000 for bookkeeping; 3) $3,000 for regulatory consulting; and 4) $16,000 for legal
representation and/or technical consulting services. The WD did not find support for

7
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Cypress Ridge’s request for the inclusion of $72,497 as part of the utility’s base rates,
since the estimated amount is inflated due to the inclusion of the 2016 and 2017
professional services expenses associated with the company’s formal applications,
which are also recorded in its LRCMA and remain subject to a reasonableness review
for cost recovery.

Insurance

WD’s recommended amount of $17,964 for insurance is based on Cypress Ridge’s 2017
insurance cost, plus a 3.20% non-labor escalation factor for TY 2018.

Regulatory Compliance Expense

The WD’s recommended amount of $7,500 for Regulatory and Compliance Expense® is
lower than Cypress Ridge’s estimated amount of $8,712 because the utility’s estimate
included its 2018 utility user fees which are not part of the company’s base rates since
they are collected separately through a separate tariff. However, for accounting
purposes, the utility should track its user fees in the Regulatory Compliance Expense
Account 688 with an off-settable account entry to the Other Water Revenue Account
480. The WD recommended amount of $7,500 for Regulatory Compliance Expense
provides the necessary funds for the utility’s GRC and other necessary AL filings (such
as expense off-sets, Consumer Price Index, memorandum and balancing account
recovery, etc.) associated with its utility operations.

General Expenses

WD found Cypress Ridge’s request of $17,000 for general expenses for TY 2018
reasonable since the requested amount covers the expenses associated with its annual
tees and operating permits required by the RWQCB and Air Pollution Control District.

Utility Plant and Rate Base

For TY 2018, the WD'’s analysis of Cypress Ridge’s rate base estimate included
examining utility plant-in-service since the company’s last GRC authorized by Res. W-

°D.16-11-006 renamed account 688 from Regulatory Commission Expense to Regulatory
Compliance Expense.
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4795, utility plant additions, materials and supplies, working cash, and depreciation
reserve.

The WD'’s average plant estimate of $5,179,323 for TY 2018 is lower than Cypress
Ridge’s estimate because it excludes $22,601 of the $50,000 associated with the shared
building structure previously used by Rural Water Company and Cypress Ridge that
the company added to its utility plant accounts in 2017. Based on the documentation
provided by Cypress Ridge, the building structure is contributed plant with a
remaining un-amortized value of $27,399.1 Accordingly, WD included the un-
amortized amount of $27,399 as part of the Contribution in Aid of Construction (CIAC)
calculation.

The WD’s estimate of averaged accumulated depreciation amount of $2,284,979 for TY
2018 was calculated using the $661,300 adopted accumulated depreciation amount by
Res. W-4795 for TY 2008. The WD then estimated an average amortization amount of
$2,185,161 contributed plant plus a depreciation amount of $99,818 on utility plant for
TY 2018 using the reported information in Cypress Ridge’s annual reports through
2017. Whereas, Cypress Ridge’s calculation uses a projected amortization amount of
$2,270,449 for 2017 plus a $144,076 amortization amount for TY 2018.

Similarly, the WD’s estimated CIAC using the adopted amount of $4,760,000 by Res. W-
4795 for TY 2008, plus $4,500 and $27,399 in additional contributed plant made during
2010 and 2017, respectively, minus the average amortization amount of $2,185,161 on
contributed plant. Hence, the WD’s estimated CIAC amount of $2,606,738 is based on
the average of 2018 beginning-of year and end-of-year CIAC balances of $2,690,203 and
$2,523,723, respectively with an amortization amount of $166,930 on contributed plant
for TY 2018.

The difference in the estimated amounts for rate base between WD and Cypress Ridge
is therefore due to different estimates for average plant, accumulated depreciation and

CIAC as discussed above.

Rate of Return

Cypress Ridge’s rate increase request was based on a ROM of 23.87%. In accordance

0 Cypress Ridge’s 2017 Annual Report, pg. 2 of 2017 Book Depreciation Schedule.
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with Commission ratemaking policies adopted for Class C and D water and sewer
utilities by D. 92-03-09, two methods can be used for ratemaking, the Rate of Return
(ROR) and ROM methods.** D. 92-03-09 directs the WD to calculate the company’s rates
and revenue requirement using both of these methods and to recommend the
ratemaking method resulting in the greater return.” In this rate case, the WD
determined that the ROM method produced the higher revenue requirement. For 2018,
the WD’s recommended ROM for Class D water and sewer utilities is 24.00%." Using
the recommended ROM of 24.00%, the WD calculated a revenue requirement of
$558,400. By comparison, using the mid-range of the recommended ROR on rate base
of 11.06% for Class D sewer utilities, the revenue requirement would be $465,040.
Therefore, the WD recommends that the ROM method be used for Cypress Ridge’s TY
2018 GRC.

Rates and Rate Design

Cypress Ridge’s rate structure consists of two rate schedules: Schedule No. 1,
Residential Flat Rate Sewer Service and Schedule No. 2, Commercial Flat Rate Sewer
Service. At the recommended ROM, the increase in revenues will be $46,657 or 9.12%
for TY 2018. The rates proposed by the WD are shown in Appendix B. At the
recommended rates for TY 2018, a monthly customer’s bill for the residential and
commercial customers will increase from $110.48 to $120.55 or 9.12%. A comparison of
customer bills at present and recommended rates is provided in Appendix C of this
resolution.

Comparing Cypress Ridge’s sewer service rates with other sewer utilities is challenging
due to the variables associated with each sewer plant and the WD does not believe it
provides a reasonable benchmark for evaluating Cypress Ridge’s costs of providing
sewer service for the following reasons: 1) most sewer utility service in California'* is

1 The revenue requirement and rates under the ROR method are based on company’s rate base
and under the ROM method the revenue requirement is based on the company’s overall
expenses which include operating and maintenance and depreciation expenses, income and
other taxes, and an operating margin percentage.

12D. 92-03-093, Ordering Paragraph 8.

13Water Division’s February 27, 2018 memorandum on the recommended Rates of Return and
Rates of Margin for Class C and D Water Ultilities:
http://www.cpuc.ca.gov/General.aspx?id=1404.

14 The Commission currently regulates 14 sewer utilities, and most of these utilities have less
than 500 service connections.
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provided by publicly-owned utilities with different mechanisms for funding
construction of their sewer treatment facilities than the investor-owned utilities; 2)
publicly-owned sewer utilities use different methods for establishing sewer rates and
charges; 3) sewer facilities vary greatly in the type, size, and complexity of sewer
treatment use, and age with varying construction, maintenance and operational costs
and requirements; and 4) different sizes of customer bases for recovering construction,
operational and maintenance costs that affect the economies of scale that are achieved.
However, in Cypress Ridge’s CPCN application filings (A.15-08-025 and A.15-12-015)
Cypress Ridge provided a rate comparison for the City of Santa Paula and Filmore, as
shown in the rate comparison table below. The WD also included the sewer rates for
the Nipomo Community Services District’s Black Lake Division which provides sewer
service near Cypress Ridge’s service area.

Single Family Rate Comparison Table

Quantity Type of
MonthlyService Charge at Treament # of Service
Utility Charge CCF Plant Connections Total

Cypress Ridge Sewer Co.  § 120.55 $ - SBR 386 $ 120.55
Membrane

City of Santa Paula $ 7721 % 17.92 * Bioreactors 7,000 $ 95.13
Membrane

City of Filmore $ 103.36 $ - Bioreactors 3,500 $ 103.36

Nipomo Community

Service: BlackLake

Division $ 72.76 Pond 559 $ 72.76

*Based on water usage of 16 CCF at $1.21 per CCF

While the sewer rates for the Cities of Santa Paula and Filmore, and Nipomo
Community Service’s Black Lake Division shown above do not provide a direct
comparison given the difference in number of service connections and water treatment
facilities, it illustrates the range of the sewer rates customers are paying in these areas.

Affordability of Proposed Rates

As discussed above at the recommended rates for TY 2018, a monthly customer’s bill for
the residential and commercial customers will increase from $110.48 to $120.55 which is
2.28% of the median household income of $63,558 for Arroyo Grande where Cypress
Ridge’s service area is located.

11
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It should be noted that no affordability criteria has been developed and adopted in any
Commission Decision or legislation. Instead, the discussion regarding affordability is
presented to indicate to the Commission the relationship between the proposed rates
and local incomes.

COMPLIANCE

Cypress Ridge has no outstanding compliance orders and has been filing annual reports
as required. Cypress Ridge is in compliance with the RWQCB’s applicable regulations
for the safe operation of its sewer treatment plant as required under its permit, Order
No. 97-66.

UTILITY SAFETY

As previously noted, Cypress Ridge is in compliance with the RWQCB'’s applicable
regulations for the safe operation of its sewer treatment plant under its permit, Order
No. 97-66. Cypress Ridge also has developed and prepared an Emergency Response
Plan and Operation and Maintenance Plan for its sewer utility.

COMMENTS

Public Utilities Code section 311(g)(1), provides that resolutions generally must be
served on all parties and subject to at least 30 days public review and comment prior to
a vote of the Commission.

Accordingly, the draft resolution was mailed to the service list, protestants, and made
available for public comment on June 12, 2018.

12
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FINDINGS

1. The Summary of Earnings (Appendix A) recommended by the Water Division
(WD) is reasonable and should be adopted.

2. The rates recommended by the WD (Appendix B) are reasonable and should be
adopted.

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

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

5. The sewer service provided by Cypress Ridge Sewer Company (Cypress Ridge) is
in complies the Regional Water Quality Control Board’s applicable regulations
for the safe operation of its sewer treatment plant under its permit, Order No.
97-66.

6. Cypress Ridge should be allowed to file a supplement to Advice Letter No. 31-SS
to incorporate the revised rate schedules (Appendix B) and to concurrently
cancel its presently effective rate Schedules.

13
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THEREFORE, IT IS ORDERED THAT:

1. Authority is granted under Public Utilities Code Section 454 for Cypress Ridge
Sewer Company to file a supplemental Advice Letter with the revised rate
schedules attached to this Resolution as Appendix B, and concurrently cancel its
presently effective rate Schedules: Schedule No. 1, Residential Flat Rate Sewer
Service and Schedule No. 2, Commercial Flat Rate Sewer Service. The effective
date of the revised schedules shall be five days after the date of filing.

This Resolution is effective today.
I certify that the foregoing resolution was duly introduced, passed, and adopted at a

conference of the Public Utilities Commission of the State of California held July 12,
2018; the following Commissioners voting favorably thereon:

ALICE STEBBINS
Executive Director
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CERTIFICATE OF SERVICE

I certify that I have by either electronic mail or postal mail, this day, served a true copy
of Proposed Resolution No. W-5170 on all parties in these filings or their attorneys as
shown on the attached lists.

Dated June 12, 2018 at San Francisco, California.

/s/JENNIFER PEREZ

Jennifer Perez

Parties should notify the Division of Water
and Audits, Third Floor, California Public
Utilities Commission, 505 Van Ness Avenue,
San Francisco, CA 94102, of any change of
address to ensure that they continue to
receive documents. You must indicate the
Resolution number on which your name
appears.
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APPENDIX A

Cypress Ridge Sewer Co.

Summary of Earnings

July 12, 2018

16

Test Year 2018
Cypress Ridge Water Division
Present Rates Requested Rates Present Rates Recommended Rates
Operating Revenues
Unmetered Revenue $ 511,743 $ 622,250 | $ 511,743 $ 558,400
Total Revenue| $ 511,743 $ 622,250 | $ 511,743 $ 558,400
Operating Expenses
610 Purchased Water $ - $ -8 - $ -
615 Purchased Power $ 32,569 $ 32,569 | $ 32,086 $ 32,086
618 Other Volume Related Expenses $ 10,374 $ 10,374 | $ 10,374 $ 10,374
630 Employee Labor $ 167,997 $ 167,997 | $ 167,997 $ 167,997
640 Materials $ 13,089 $ 13,089 | $ 13,089 $ 13,089
650 Contract Work $ 67,438 $ 67,438 | $ 54,255 $ 54,255
660 Transportation Expenses $ 2,500 $ 2,500 | $ 2,500 $ 2,500
664 Other Plant Maintenance $ 1,355 $ 1,355 [ $ 1,355 $ 1,355
670 Office Salaries $ - $ - $ -3 -
671 Management Salaries $ 10,000 $ 10,000 | $ 10,000 $ 10,000
674 Employee Pensions and Benefits $ 16,725 $ 16,725 | $ 14,564 $ 14,564
676 Uncollectable Accounts $ 1,000 $ 1,000 | $ 1,000 $ 1,000
678 Office Senices and Rentals $ 5529 $ 5529 | $ 5529 $ 5,529
681 Office Supplies and Expenses $ 3,675 $ 3,675 | % 3,675 $ 3,675
682 Professional Senices $ 72,497 $ 72,497 | $ 35,000 $ 35,000
684 Insurance $ 20,000 $ 20,000 | $ 17,964 $ 17,964
688 Regulatory Compliance Expense $ 8,712 $ 8,712 | $ 7,500 $ 7,500
689 General Expenses $ 17,000 $ 17,000 | $ 17,000 $ 17,000
Subtotal | $ 450,460 S 450,460 | $ 393,888 S 393,888
403 Depreciation $ 12,703 $ 12,703 | $ 12,703 $ 12,703
408 Taxes Other Than Income $ 16,338 $ 16,338 | $ 16,338 $ 16,338
409 State Income Taxes $ 3,047 % 9,371 | $ 7,851 $ 11,976
410 Federal Income Taxes $ 9,450 $ 22,806 | $ 17,002 $ 25,934
Total Expenses| $ 41,538 $ 61,218 | $ 53,894 $ 66,951
Net Revenue S 19,745 $ 110,572 | $ 63,961 $ 97,562
Rate Base
Average Plant $ 5,201,924 $ 5,201,924 | $ 5,179,323 $ 5,179,323
Average Accumulated Depreciation $ 2,414,525 $ 2,414,525 | $ 2,284,979 $ 2,284,979
Net Plant| $ 2,787,399 $ 2,787,399 | $§ 2,894,344 $ 2,894,344
Less:
Advances $ - - $ - $ -
Contributions in Aid of Construction $ 2,476,831 $ 2,476,831 | $ 2,606,738 $ 2,606,738
Plus:
Construction Work in Progress $ - $ -
Working Cash $ - $ -1 $ -
Materials and Supplies $ 13,925 $ 13,925 | $ 13,925 $ 13,925
Rate Base S 324,493 $ 324,493 | $ 301,531 $ 301,531
Rate of Margin 4.26% 23.87% 15.73% 24.00%
END OF APPENDIX A
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APPENDIX B
Cypress Ridge Sewer Co.
Test Year 2018
(Page 1 of 2)

Schedule No. 1
RESIDENTIAL FLAT RATE SEWER SERVICE

APPLICABILITY
Applicable to all residential sewer service.

TERRITORY
Cypress Ridge, within Tract # 1933, and including Golf Course Complex,
San Luis Obispo County.

RATES Per Connection
Per Month
For all residential sSewer Servic ............coevviiiiiiveiiiiieinnnnnn $120..55 @

SPECIAL CONDITIONS

. Alate charge will apply per Schedule No. LC.
. Bills will be rendered in advance of the period for which service will be provided.
. All bills are subject to the reimbursement fee set forth in Schedule No. UF.

=~ W N

. For a period of 36 months beginning January 1, 2017, all sewer service will

have a monthly sur-credit of $13.69, subject to interest at the 90-day commercial
paper rate on the unpaid balance tor the excess labor charges collected

from 2009 through 2012.

(cont.)
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APPENDIX B
Cypress Ridge Sewer Co.
Test Year 2018
(Page 2 of 2)

Schedule No. 2
COMMERCIAL FLAT RATE SEWER SERVICE

APPLICABILITY

Applicable to all residential sewer service.

TERRITORY
Cypress Ridge, within Tract # 1933, and including Golf Course Complex,
San Luis Obispo County.
RATES Per Connection

Per Month
For Golf ProShop  .....ocoiiiiiiiiiiiiiiiii $ 12055 )
For Golf Maintenance Facility ........................... $ 120.55 )
For Commercial/Office Facility ........................... $ 120.55 q))
For Pavillion — .....cooiiiie e e $ 12055 )

SPECIAL CONDITIONS

1. Alate charge will apply per Schedule No. LC.
2. Bills will be rendered in advance of the period for which service will be provided.
3. All bills are subject to the reimbursement fee set forth in Schedule No. UF.

4. For a period of 36 months beginning January 1, 2017, all sewer service will

have a monthly sur-credit of $13.69, subject to interest at the 90-day commercial
Ppaper rate on the unpaid balance tor the excess labor charges collected

from 2009 through 2012.

END OF APPENDIX B
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Resolution W-5170
WD

APPENDIX C

Cypress Ridge Sewer Co.
Comparison of Rates
Test Year 2018

July 12, 2018

Per Service Connection Per Month

Rates
Residential $ 11048 $
Golf Pro Shop $ 11048 $
Golf Municipal Facility $ 11048 $
Commercial Facility $ 11048 $
Pavillion $ 11048 $

Present Recommended Percent

Rates

120.55
120.55
120.55
120.55
120.55

Increase
9.12%
9.12%
9.12%
9.12%
9.12%

END OF APPENDIX C
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PROPOSED RESOLUTION

APPENDIX D
Cypress Ridge Sewer Co.

July 12, 2018

Purchased Power
Energy Provider
Energy Tariff Schedule

Service Connections —

Residential

Commercial

Total

Tax Calculations

Operating Revenues
Operating Expenses

Taxes Other than Income
Depreciation

Interest

Taxable Income for State
State Taxes

Taxable Income for Federal
Federal Income Taxes

Adopted Quantities
Test Year 2018

$32,086
Pacific Gas and Electric
A1X Small General Time-of-Use Service

382

N

386

TY 2018
$ 558,400
$ 393,888
$ 16,338
$ 12,703
$ -

$ 135,471
$ 11,976
$ 123,496
$ 25,934

END OF APPENDIX D
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CYPRESS RIDGE SEWER COMPANY

Cypress Ridge Sewer Company
P.O. Box 745

Grover Beach, CA 93483
cypressridgewwtp@gmail.com

Ernest Bergmann
660 Avocet
Arroyo Grande, CA 93420

Cornelius Ritteveel
2352 Willet Way
Arroyo Grande, CA 93420

Frank Brommenschenkel
frank.brommen@verizon.net

Ann Watson
watconsult@sbcglobal.net

Cypress Ridge Sewer Co.
kathybaker9871@gmai.com

Jon Rokke
jon.rokke@waterboards.ca.gov

Mr.and Mrs. Morton
Morton805@gmail.com

Mr. and Mrs. Page
miamvp@gmail.com

Grace and William Nagel
grace.t.nagel@gmail.com

Susan and Tim Demma
sdemma@earthlink.net

ADVICE LETTER 31-SS
SERVICE LIST

Anne Marie Larsen
2355 Bittern St.
Arroyo Grande, CA 93420

Donna Bonino
754 Avocet Way
Arroyo Grande, CA 93420

Ron Podrasky
848 Cypress Ridge Parkway
Arroyo Grande CA 93420

Thomas J.MacBride Jr.
tmacbride@goodinmacbride.com

Jose E. Guzman
jeguzmanjr@gmail.com

Cypress Ridge HOA
rgreen2275@charter.net

Arocles Aguilar
aro@cpuc.ca.gov

Phil Santa Cruz
santacruz665@yahoo.com

Ken and Jane Reiter
kcrpe84@cs.com

J. Whipple
whipple]@troopsupporting.org

Wayne Edmiston
wayneonespirit@charter.net

July 12, 2018
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Frank Surber
ftsurber@me.com

Ed and Lela Zybura
edzybura@charter.net

William and Jan Jones
jakerjanny@gmail.com

Kay and James Webster
jimcwebster@yahoo.com

Doug Schoen
douglyndaschoen@yahoo.com

Rob Rhoades
zestrion@gmail.com

Dino Grossi
dinogrossi@charter.com

Liane Bennett
9999liane@gmail.com

Jack and Sharon Dixon
jack.dixon70@gmail.com

Bob Beauchamp
Bob Val Atome@msh.com

Mr. and Mrs. Gideons
ksgideons@sbcglobal.net

Glen Dautremont
glendautremont@gmail.com

Linda Edell
linda@edellmail.com

Ardie Heimich
ardieheimich@gmail.com

George Nauful
georgbb@mesabluemoon.com

Anthony Gallo
tigallol@gmail.com

Mr. and Mrs. Bear
mbear 10@yahoo.com

Abbey and Gabriela Silverstone
Aasilver@charter.net

Sandi St. Pierre
jamesandrew43@gmail

Dave and Madeline Stevenson
madohome@yahoo.com

Lee Cline
Cline3rdtee@gmail.com

Gene Ferguson
gonegolfinggene@gmail.com

Ted Gauldin
ingauldin@charter.net

William. Dorland
wdorland@gmail.com

Kathy and Bob Forenza
Rforenz@gmail.com

Leslie Meeks
lcmeeks@yahoo.com

Mary Weber
marvylee35@aol.com

James Wright
jungw105@aol.com

Judy Eisenhard
jeisenhard@sbcglobal.net

Sandra Loflin
sandy0507@gmail.com

July 12, 2018
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Cleo and Brian Smith
jbriansmith@hotmail.com

Bob Hatmaker
robertjhatmaker@gmail.com

Jean Graham
jgrah3@att.net

Rod Hallin
lightningrod357@hotmail.com

Ross Chenot
grohenot@charter.net

Kelley Clark
coastvines@charter.net

Mr. and Mrs. Chavez
andrea.chavez@gmail.com

Mike Eisenhane
onthecoast19@gmail.com

Mike and Beth Stewart
mike31848@aol.com

Brian Doherty
tldoherty@charter.net

Chip Pardini
chip.pardini@sbcglobal.net

PROPOSED RESOLUTION

Kathi Pettersen
kcpettersen@msn.com

Langdon Beck
Langdonb@msn.com

Greg Herrmann
gregl1030@icloud.com

Paul Ekberg
psekberg@gmail.com

Jonathan Tarr
tarrim@icloud.com

Karen Collins
moscatellissalen@yahoo.com

Bob Heinrich
bob.heinrich@gmail.com

Dana Longman
finfan17@hotmail.com

Jolene Ketting
joleneketting@gmail.com

Larry Versaw
larryversaw@gmail.com
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