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    RESOLUTION NO. W-4285 Water Advisory Branch 
          




            August 23, 2001

R E S O L U T I O N

(RES. W-4285), AGATE BAY WATER COMPANY (ABWC).  ORDER AUTHORIZING A GENERAL INCREASE IN RATES PRODUCING $20,516 OR 10.45% ADDITIONAL ANNUAL REVENUE.



SUMMARY

By Draft Advice Letter, accepted on January 19, 2001, ABWC seeks an increase in its rates for water service to recover increased expenses of operation and earn an adequate return on its plant investment.  For Test Year 2001, this resolution grants an increase in gross annual revenues of $20,516 or 10.45%, which is estimated to provide a rate of return on rate base of 12.50%.  

BACKGROUND

ABWC requested authority under Section VI of General Order 96-A and Section 454 of the Public Utilities Code to increase rates for water service by $40,809 per year or 20.85% in 2001.  ABWC's request shows that its gross revenue of $195,684 at present rates would increase to $236,493 at proposed rates.  Additionally, ABWC requested to revise its Rate Schedule 2A, Annual Flat Rate Service, by setting rates based on size of connection and adding a unit charge for a single-family unit served from the same connection on the same premises.  ABWC also requested a separate tariff schedule for service establishment fees for water turn off/on or meter set and change of account.  Lastly, ABWC requested a one-time surcharge of $1.29 per customer to recover Department of Health Services (DHS) fees.       

ABWC’s last general rate increase became effective on September 16, 1992, pursuant to 

Res. W-3677, which authorized a rate increase of $14,196 or 16.8% and a rate of return of 11.85%.  Current rates became effective on July 8, 1999, pursuant to Res. W-4158, which authorized a rate increase of $51,707 or 36.62% and a rate of return of 11.96% to recover the investment in Phase II of a water treatment facility.  

ABWC presently serves 566 flat rate customers in a residential subdivision along the northwest shore of Lake Tahoe, near Carnelian Bay, in Placer County.  

 DISCUSSION

The Water Advisory Branch (Branch) made an independent analysis of ABWC's summary of earnings.  Appendix A shows ABWC's and the Branch's estimates of the summaries of earnings at present, requested, and adopted rates for test year 2001.  Appendix A also shows differences between ABWC's and the Branch's estimates of revenue, operating expenses, and rate base.  ABWC and the Branch discussed these differences and agreed upon the summary of earnings adopted in this resolution.
ABWC’s draft advice letter requested rates that it estimated would produce a rate of return on rate base of 12.32%.  The summary of earnings in Appendix A shows a rate of return of 12.50% at the Branch’s recommended rates.  Although this rate of return is greater than the rate of return requested by ABWC, it is the midpoint of the rate of return range that the Commission’s Audit and Compliance Branch currently recommends for Class C water utilities and it does not result in the utility receiving an increase in revenues greater than requested.  Under guidelines established by Commission Decision 92-03-093, the Commission staff must calculate net revenues by both the return on rate base and the operating ratio methods that determine revenue and select the method that produces the most revenue.  Branch evaluated the net revenue using both methods and determined that the return on rate base method provides the most revenue.  

ABWC’s filed tariffs currently contain four rate schedules:  1 – General Metered Service;  2A – Annual Flat Rate Service;  2AL - Limited Annual Flat Rate Service; and 4 – Private Fire Protection Service.  ABWC currently does not have any General Metered Service customers but requests to increase the metered rates by the system average increase authorized and retaining the schedule for future use.  Branch concurs.  ABWC requested to increase Schedules 2AL, Limited Annual Flat Rate Service, and 4, Private Fire Protection Service, by the system average increase authorized and Branch agrees.

ABWC requested to alter its Schedule 2A, Annual Flat Rate Service, by charging rates based on the size of connection, i.e., the larger the service connection, the greater the rate charged.  The Branch agrees with the concept, but disagrees with the magnitude of the rates requested.  The Branch’s recommendation for rate design, shown in Appendix B, takes into account the size of the connections but limits the magnitude of the 2-inch connection (largest connection) by the rate design policy that restricts any one customer from experiencing an increase in rates that is more than twice the system average increase authorized.  ABWC also requested to add a unit charge for any additional single-family unit served from the same connection on the same premises.  ABWC set the rate at 70% of the ¾-inch flat rate charge.  Branch finds this request to be reasonable.          

Branch reviewed ABWC’s tariff schedules and found that the following needed to be updated:  Schedules LC (Late Payment Charge); UF (Surcharge to Fund Public Utilities Commission Reimbursement Fee); Rules 5 (Special Information Required on Forms); 7 (Deposits); 9 (Rendering and Payment of Bills); 10 (Disputed Bills); 11 (Discontinuance and Restoration of Service); 20 (Water Conservation); and 21 (Fire Protection); Forms 2 (Customer’s Deposit Receipt), and 3 (Bill for Service).  

ABWC requests a separate tariff schedule for service establishment fees for water turn off/on or meter set and change of account.  Paragraph C.1. of ABWC’s Rule 11 states:

Where service has been disconnected for violation of these rules

or for nonpayment of bills, the utility may charge $10.00 for

reconnection of service during regular working hours or $15.00

for reconnection of service at other than working hours when the

customer has requested that the reconnection be made at other than

regular working hours.

ABWC requests to increase these rates to $25.00 during regular working hours and to $40.00 for other than regular working hours.  Branch concurs.  The separate schedule requested by ABWC is unnecessary.  Charging for meter turn off/on when changing an account is inappropriate.  

ABWC requested a one-time surcharge of $1.29 per customer to recover DHS fees.  Pursuant to Res. W-4013, dated December 20, 1996, this request is appropriate, therefore Branch concurs. 

During its investigation, ABWC informed the Branch that it was in the process of refurbishing eleven fire hydrants within the system as required by the local fire jurisdiction.  The Branch believes this work to be necessary.   Therefore, it recommends that ABWC be authorized to file an advice letter requesting a rate base offset, to capitalize the costs associated with refurbishing the eleven fire hydrants once the project is completed and the hydrants are back in service. 

At the Branch’s recommended rates shown in Appendix B, the annual bill for a flat rate customer with a ¾-inch connection will increase by $31.68 from $341.77 to $373.45 or 9.27%.  A comparison of customer bills at present and recommended rates is shown in Appendix C.  

The adopted quantities and tax calculations are shown in Appendix D.  

NOTICE AND PROTESTS

A notice of the proposed increase in rates and notice of a public meeting were mailed to each customer on February 6, 2001.  The Branch received two letters protesting the increase.  They all complained of the magnitude of the rate increase.  The Consumer Affairs Branch (CAB) reports that ABWC has not received any complaints over the last three years.  

On March 14, 2001, the Branch held a public meeting at Fire Station 52 in Kings Beach. The Branch’s representative explained the Commission's rate-setting procedure and the 

utility’s representative explained the need for the increase.  There were eight individuals present at the meeting.  The Fire Chief of the local Fire Department was present and expressed a concern that eleven fire hydrants within the system were inoperative.  The utility indicated that it was in the process of refurbishing the hydrants and that they would be back in service by the end of the year.  The major concern of the persons attending the meeting was the magnitude of the increase, especially for customers with larger than the normal ¾-inch residential connection.  The Branch representative assured these customers that the final rates recommended by the Commission would be fair and reasonable to all customers. 

FINDINGS AND CONCLUSIONS

1. The Branch's recommended Summary of Earnings (Appendix A) is reasonable and should be adopted.  

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

3. The quantities (Appendix D) used to develop the Branch’s recommendations are reasonable and should be adopted.  
4. ABWC should update the following tariffs:  Schedules LC and UF; Rules 5, 7, 9, 10, 11, 20, and 21; and Forms 2 and 3.  
5. ABWC should be authorized to file an advice letter requesting a rate base offset to capitalize costs associated with the refurbishing of eleven fire hydrants once the project has been completed and the fire hydrants are back in service.
6. The rate increase proposed by the Branch is justified and the resulting rates are just and reasonable.  
IT IS ORDERED that:  

1. Authority is granted under Public Utilities Code Section 454 for Agate Bay Water Company, to file an advice letter incorporating the Summary of Earnings and revised rate schedules attached to this resolution as Appendices A and B, respectively, and concurrently to cancel its presently effective rate Schedules 1 – General Metered Service, 2A – Annual Flat Rate Service, 2AL – Limited Flat Rate Service, and 4 – Private Fire Protection Service.  Its filing shall comply with General Order 96-A.  The effective date of the revised schedules shall be five days after the date of filing.  

2. Agate Bay Water Company is authorized to file an advice letter requesting a rate base offset to capitalize costs associated with the refurbishing of eleven fire hydrants once the project is complete and the hydrants are back in service.  

3. Within 60 days after the effective date of this resolution, Agate Bay Water Company

shall file an advice letter updating its Schedules LC, Late Payment Charge;  UF, Surcharge to Fund Public Utilities Commission ; Rules 5, Special Information required on Forms; 7, Deposits; 9, Rendering and Payment of Bills; 10, Disputed Bills; and 11, Discontinuance and Restoration of Service;  20, Water Conservation; and 21, Fire Protection; and Forms 2, Customer’s Deposit Receipt, and 3, Bill for Service.   

4. 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 on 

August 23, 2001; the following Commissioners voting favorably thereon:  







WESLEY M. FRANKLIN







       Executive Director
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