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RESOLUTION

(RES. W-4815), LAKE FOREST WATER COMPANY (LFWC).  ORDER AUTHORIZING A SURCHARGE OF $39.87 SEMI-ANNUALLY FOR THREE YEARS FOR RECOVERY OF WATER QUALITY MEMORANDUM ACCOUNT.  ALSO, AUTHORIZING AN INCREASE OF $55,037 OR 38.5% FOR PURCHASED WATER, POWER, AND RATE BASE OFFSETS.  
Summary

By Advice Letter (AL) 40-W, filed on July 28, 2009, and supplemented by AL 40-W-B filed on November 24, 2009, due to errors in its rate base calculations, LFWC, seeks the following:  (1) to recover expenses of $42,905, an amount recorded in its Water Quality Memorandum Account (WQMA), pursuant to Res.W-4327, through a surcharge of $39.87 semi-annually for a period of three years; and (2) an expense offset to increase its purchased water costs in its annual rates from $24,000 to $75,499.40, thereby leading to a decrease in purchased power cost from $12,000 to $3,239, and a rate base offset of $85,632  for various water system improvements. 

This Resolution grants a surcharge of $39.87 semi-annually for a period of three years and an increase in gross annual revenue of $55,037 or 38.5%. This increase will not result in a rate of return greater than the last authorized for LFWC.

Background

LFWC is a class D water company and presently provides service to approximately 180 customers in the service area of Lake Forest adjacent to State Highway 28 and approximately 2 miles northeast of the community of Tahoe City, Placer County.

By Res. W-4327, adopted on March 6, 2002, all Class B, C, and D water utilities were authorized to establish water quality memorandum account for recording expenses resulting from drinking water regulations.  LFWC requested recovery of its purchased water expenses recorded in its WQMA, pursuant to Res.W-4327, through a semi-annual surcharge of $39.87 for a period of three years. The expense accrued in this account from January 1, 2007 to December 31, 2008 is $42,905.

LFWC also requested authority under GO 96-B, Rules 7.3.3(7) and 7.3.3(8), Rule 8.4, and in accordance with Standard Practice U-27-W to increase its rates by $55,037 or 38.5% for purchased water, power, and rate base offsets. The utility’s last GRC, Res. W-4625 dated January 8, 2007, authorized an increase of $88,115 or 160.7% with a 12.75% return on rate base.  The present rates became effective on December 31, 2008, by approval of AL 38-W which authorized a Consumer Price Index-Urban authorizing an increase of $5,106.00 or 4.1%.

Notice AND PROTESTS

Notice of the proposed rate increase was mailed to customers on August 1, 2009.  No protest was received.

Discussion

Water Quality Memorandum Account

The increase requested herein is for the purpose of recovering through a surcharge, on a dollar-for-dollar basis, purchased water costs which LFWC incurred in its WQMA in accordance with Res. W-4327.  

This expense was incurred as a result of California Department of Public Health (DPH) Compliance Order No. 01-09-98-ORD-002, dated October 26, 1998, which required the discontinuance of using surface water from Lake Tahoe, as this water source did not meet the DPH surface water treatment rule.

The Division of Water and Audits (Division) has reviewed LFWC’s expenditures of $42,905 recorded in its memorandum account and supporting invoices, which were provided to the staff, and has found them reasonable. LFWC could not have reasonably anticipated these expenses in its last GRC, which became effective in January 8, 2007.  Therefore, recovery of these expenses would not amount to double recovery. 

The Division recommends a surcharge of $39.87 per customer semi-annually for each rate category, for a period of three years. This surcharge will not result in a rate of return greater than the last authorized for LFWC.

Purchased Water And Power Offsets

LFWC has requested approval of an expense offset to increase its purchase water costs in its annual rates from $24,000 to $75,499.40 and decrease the purchased power cost from $12,000 to $3,239.

In order to be in compliance with DPH’s Compliance Order No 01-09-98-ORD-002, LFWC has had to discontinue use of Lake Tahoe as a supply source.  This has necessitated the purchase of water from the Tahoe City Public Utility District going forward.  The amount allowed for purchased water in the last GRC of $24,000 has increased substantially since then to $45,314 in 2007 and $61,175 in 2008.  Division reviewed the current purchased water contract and recommended $75,499.40 for year 2009.

Rate Base Offset 

LFWC has requested a rate base offset for various water system improvements since the last GRC through December 31, 2008, totaling $85,632.
These plant additions were done in compliance with DPH Compliance Order No. 01-09-98-ORD-002 and they included the following:  Chlorine monitoring equipment required by the DPH, rehabilitation of the redwood storage tank supported by fire department and the DPH, installation of isolation valves, and several new service lines.  
A field inspection conducted by staff verifies that these plant additions are used and useful. The $85,632 plant additions are summarized below:  

Aspen Intake Chlorine Analyzer …………………………..$ 8,999


Isolation valves & service line replacements ……………..$ 3,818


Hillcrest line & PUD connection …………………………..$ 4,168


Well sites investigation ……………………………………..$ 2,018


CDHS Reports ……………………………………………….$ 2,465


Service line replacements.…………………………………..$     527


Regulatory agency compliance ……………………………$28,470


Water source SRF study ……………………………………$  3,200


Distribution system improvements ……………………….$15,566


Water supply Proposition 50 project ……………………...$13,291


Old Mill tank rehabilitation ………………………………..$  3,110

Total plant additions ………………………………………..$85,632

The new rate base is shown in Appendix A and the new rates are shown in Appendix B.

COMMENTS

This is an uncontested matter. Accordingly, pursuant to PU Code 311(g) (2), the otherwise applicable 30-day period for public review and comment is being waived.

Findings

1. AL 40-W requests recovery of its purchased water expenses recorded in its Water Quality Memorandum Account, purchased water, power, and rate base offsets. 

2. The total cost recorded in this memorandum account is $42,905 during the period of January 1, 2007 through December 31, 2008.

3. A semi-annual surcharge of $39.87 for a period of three years is authorized to recover expenses recorded in the Water Quality Memorandum Account.

4. LFWC requested approval to increase its purchase water costs in its annual rates from $24,000 to $75,499.40 and decrease the purchased power cost from $12,000 to $3,239. 

5. LFWC requested a rate base offset for various water system improvements since the                           last GRC through December 31, 2008, totaling $85,632.

6. The total purchased water, power and rate base offsets reflect an overall increase in        rates of $55,037 or 38.5%.
7. LFWC could not have reasonably anticipated the plant improvement expenses in its last GRC, which became effective in January 8, 2007.

8. The Commission finds, after investigation by the Division, that the rate increase is just and reasonable.

9. The Division’s recommended Summary of earnings (Appendix A) is reasonable and should be adopted.

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

11. This is an uncontested matter in which the resolution grants the relief requested. Accordingly, pursuant to PU Code 311(g) (2), the otherwise applicable 30-day period for public review and comment is being waived.

Therefore it is ordered that:
1. Lake Forest Water Company is authorized, five days after the effective date herein, to make effective the rate Schedules: 1A, Annual Metered Service, and 2A, Annual  

 
Flat Rate Service, as shown in Appendix B and to concurrently cancel the 
presently effective rate schedules.

2. This resolution is effective today.  

I certify that the foregoing resolution was duly introduced, passed, and adopted at the Public Utilities Commission of the State of California on December 17, 2009; the following Commissioners voting favorably thereon:  

        ___________________









PAUL CLANON









Executive Director
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Lake Forest Water Company

Summary of Earnings 2009

Category

Adopted

Res. W-4625

After Increased 

Revenues

1.385

Operating Revenues

Percent Increase

38.5%

Flat Rate 141,952 54,652 196,604

Metered 1,000 385 1,385

Total 142,952 55,037 197,989

Operating Expenses

Purchased Water 24,000 51,499 75,499

Power 12,000 -8,761 3,239

Other Volume Related Expenses 1,200 1,200

Employee Labor 12,000 12,000

Materials 2,500 2,500

Contract Work 3,300 3,300

Transportation Expense 2,400 2,400

Other Plant Maintenace Expense 1,200 1,200

Office Salaries 1,000 1,000

Management Salaries 10,000 10,000

Employee Pension and Benefits 1,600 1,600

Uncollectibles 1,500 1,500

Office Service & Rentals 0

Office Supplies & Expenses 1,500 1,500

Professional Services 4,800 4,800

Insurance 1,500 1,500

Regulatory Commission Exp. 2,500 2,500

Dept. Public Health Fees 0

General Expenses 1,200 1,200

     Total Operating Expenses

84,200 126,938

Deductions

Depreciation 6,120 1,456 7,576

Property Tax 95 906 1,001

Payroll Tax 0

Taxes other than Income

     Total Deductions

6,215 8,577

Total Expenses including Deductions

90,415 135,515

Net income before taxes

52,537 62,473

State Income Tax

4,644 5,523

Federal Income Tax

7,184 8,543

Net Revenue

40,709 48,408

Rate Base

Average Plant 379,205 85,632 464,837

Average Depr. Res. 68,221 25,142 93,363

Net Plant 310,984 371,474

Add:  Materials and Supplies 0 0

          Working Cash 8,300 8,300

Less: Contributions 0 0

          Advances 0 0

     Rate Base

319,284 379,774

Rate of Return

12.75% 12.75%

Purchased 

Water, Power 

& Rate Base 

Offsets


APPENDIX B

Schedule No. 1A

ANNUAL METERED SERVICE
APPLICABILITY

Applicable to all flat rate water service billed on a semi-annual basis (6 months).     

TERRITORY

The incorporated area known as Lake Forest Unit No. 1 and vicinity, located adjacent to Highway No. 28 and approximately 2 miles northeast of the community of Tahoe City, Placer County.

RATES

Quantity Rates:

All usage, per 100 cu. Ft.





$6.45

(I)


Service Charge:







Per Year

For
5/8 x ¾ - inch meter





$518.78

(I)

For
¾ - inch meter






$575.27

(I)

For
1-inch meter






$780.05

(I)

For
1 ½ - inch meter



          


$1,042.71
(I)

For
2 – inch meter




            

$1,402.12
(I)

For
3 – inch meter




            

$2,609.20
(I)

For
4 – inch meter



    
            

$3,538.90
(I)

The service charge is a readiness-to-serve charge, which is applied to all metered service and to which is added the monthly charge computed at the Quantity Rate.

As authorized by the California Public Utilities Commission, all bills are subject to a 3-year surcharge of $55.37 per equivalent single family unit per 6-month billing period or until the total amount in the account is recovered plus interest at the 90-day Commercial Paper Rate.  This charge offsets the Department of Public Health compliance costs for purchased water that have been accumulated in a Water Quality Memorandum Account.

As authorized by the California Public Utilities Commission, all bills are subject to a 
(N)

3-year surcharge of $39.87 per equivalent single family unit per 6-month billing period 
  |

or until the total amount in the account is recovered plus interest at the 90-day 

  |

Commercial Paper Rate.  This charge offsets the Department of Public Health 

  |

compliance costs for purchased water that have been accumulated in a Water Quality
  | Memorandum Account during the years 2007 and 2008. 



       
(N)

(continued)

APPENDIX B

Schedule No. 2A

ANNUAL FLAT RATE SERVICE

APPLICABILITY

Applicable to all flat rate water service billed on a semi-annual basis (6 months).     

TERRITORY

The incorporated area known as Lake Forest Unit No. 1 and vicinity, located adjacent to Highway No. 28 and approximately 2 miles northeast of the community of Tahoe City, Placer County.

RATES








Per Service Connection

Per Year

1.
For a single-family residential unit including premises..................  $975.84

(I)

(a) For each additional single-family residential unit

                    on the same premises and served from the 

                     same service connection............................................................       $729.31 
(I)

2.
For motels or recreational vehicle parks, First

Manager’s Unit................................................................................          $975.84
(I)

(a) For each additional motel or vehicle unit on the

same premises and served from the same connection.................  $370.17              (I)

3.
Single unit commercial units having minimum fixtures

described as one hose bib or standpipe............................................     $729.31
(I)

4.
Double commercial units with less than 1,500 sq. ft.

having minimum fixtures in each unit............................................     $1,597.11
(I)

5.
Intermediate commercial less than 2,000 sq. ft.,

1” service lines, additional fixtures than minimum,

additional uses such as landscaping, power/steam

wash, or one living accommodation unit........................................    $1,720.63
(I)

6.
Commercial warehouse buildings with office

facilities, separate bays, less than 2,000 sq. ft.................................     $1,720.63
(I)

7.
Commercial warehouse buildings with office

facilities, separate bays, more than 2,000 sq. ft...............................   $2,429.50
(I)

8.
Utility maintenance station, large commercial

with one living accommodation, parks, beaches.............................  $2,429.50
(I)

(a) Each additional living unit.........................................................     $   719.16
(I)

(continued)

APPENDIX B

Schedule No. 2A

(continued)

ANNUAL FLAT RATE SERVICE

As authorized by the California Public Utilities Commission, all bills are subject to a 3-year surcharge of $55.37 per equivalent single family unit per 6-month billing period or until the total amount in the account is recovered plus interest at the 90-day Commercial Paper Rate.  This charge offsets the Department of Public Health compliance costs for purchased water that have been accumulated in a Water Quality Memorandum Account.

As authorized by the California Public Utilities Commission, all bills are subject to 
(N)


a 3-year surcharge of $39.87 per equivalent single family unit per 6-month billing 
  |

period or until the total amount in the account is recovered plus interest at the 
  |

90-day Commercial Paper Rate.  This charge offsets the Department of Public 
  |

Health compliance costs for purchased water that have been accumulated in 

  |

a Water Quality Memorandum Account during the years 2007 and 2008.  

(N)

406763

1
1

