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PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Water Division
Resolution No. W- 4219

Water Advisory Branch 
          September 7
, 2000
RESOLUTION

(Res. W-4219), Nacimiento Water Company (NWC), Order Authorizing A General Increase In Rates Producing $58,128 or 32.79% Additional Annual Revenue. 






Summary

By Draft Advice Letter accepted on December 14, 1999, NWC seeks an increase in its rates for water service to recover increased operating expenses and provide an adequate rate of return on its capital investment.  For Test Year 2000, this resolution grants an increase in gross annual revenues of $58,128 or 32.79%, which is estimated to provide a rate of margin of 15% using the operating-ratio-method of determining revenue requirement.  

Background

NWC 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 $120,694 per year or 69.26% in 2000.  NWC's request shows that its gross revenue of $174,247 at present rates would increase to $294,941 at proposed rates. 

NWC’s present rates were established in Commission Resolution F-647 which authorized the utility to enter into a loan agreement for $1,005,100, and to apply a surcharge to water rates to repay the loan.  The surcharge produced an annual increase in revenue of $320,696 or 207% for six years.  NWC’s last general rate increase became effective October 21,1992 pursuant to Decision (D.) 92-10-034, which authorized an increase in rates of $45,166 or 41.3%.  

NWC presently serves 525 metered customers in its service territory 25 miles northwest of Paso Robles, San Luis Obispo County.  

Discussion

The Water Advisory Branch (Branch) made an independent analysis of NWC's summary of earnings.  Appendix A shows NWC's and the Branch's estimates of the summaries of earnings at present, requested, and adopted rates for test year 2000.  Appendix A also shows differences between NWC's and the Branch's estimates of operating expenses, and rate base.  NWC was informed of Branch's differing views of expenses and rate base and stated it agreed with the Branch’s findings.  
NWC’s draft advice letter requested rates that it estimated would produce a rate of margin of 20%.  Branch recommends rates that will produce a rate of margin of 15% using the operating-ratio-method of determining revenue requirement.  Under guidelines established in D.92-03-092, the Commission staff must calculate revenues by both the rate base/return method and the operating-ratio-method, selecting the method that produces the most net revenue.  Accordingly, the Branch used both methods and found that a larger net revenue would result using the operating-ratio-method with a rate of margin of 15% than using the rate base/return method with a rate of return of 13.25%.  13.25% is the midpoint of the 12.75% to 13.75% range of rate of return recommended by the Commission’s Audit and Compliance Branch for a Class C water utility.  The Branch believes that a rate of margin of 15% will provide an adequate net revenue for NWC.  Branch reviewed NWC’s tariff schedules and found that the following need to be updated:  Schedule LC; Rules 5, 7, 9, and 11; and Forms 2 and 3.

NWC’s filed tariffs currently contain three schedules:  Schedule No. 1A - Annual Metered Service, Schedule No. 2A – Annual Flat Rate Service, and Schedule No. 4 – Private Fire Hydrant Service.  At the Branch’s recommended rates shown in Appendix B, the monthly bill for a ¾-inch metered residential customer using 6.5 Ccf of water (one Ccf equals 100 cubic feet) will increase from $24.47 to $ 32.48 or 32.7%.  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 January 1, 2000.  The Branch received six letters protesting the increase.  They all complained of the magnitude of the rate increase.  The Consumer Affairs Branch (CAB) reports that NWC has not received any complaints over the last three years.  

On January 25, 2000, the Branch held a public meeting at the Oak Shores Community Association (OSCA) Clubhouse in the NWC service area.  The Branch’s representative explained the Commission's rate-setting procedure and the utility’s representative explained the need for the increase.  The president of OSCA, which represents most of the NWC customers, spoke and expressed concerns with chemical cost, wage increases and the requested profit by the utility.  He also requested that the rate increase authorization be delayed until the year 2001.  Several customers complained about the surcharge increase in 1996.  Both the Branch and utility representatives explained that the surcharge was authorized to pay for the new water treatment plant and other improvements mandated by the Department of Health Services.  Other customers expressed concerns with different expense items including labor costs.  They also had concerns with the requested profit (net revenue).  The Branch representative assured the audience that all of their concerns would be taken into consideration in the Branch’s investigation.

Findings and conclusions

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

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

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

d) The rate increase proposed by the Branch is justified and the resulting rates are just and reasonable.  

e) NWC should be ordered to update its Schedules LC; Rules 5, 7, 9, 10, and 11; and Forms 2 and 3.  

Therefore it is ordered that:

1. Authority is granted under Public Utilities Code Section 454 for Nacimiento 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 Nos. 1A - Annual Metered Service, 2A - Annual 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. Within 60 days after the effective date of this resolution, Nacimiento Water Company shall file an advice letter updating its Schedule LC; Rules 5, 7, 9, 10, and 11; and Forms 2 and 3.  

3. 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 September 7, 2000; the following Commissioners voting favorably thereon:
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 Estimated  
2000



Estimated 2000






At Present 
Rates
 


At Proposed Rates



Staff




Utility
Exceeds


            Utility Exceeds

       Recommended


Operating revenues
Staff
Utility
Amount
%

Staff
Utility
Amount
%
Rates

 











Unmeter water revenue
              305 
             305 
             -   
       -   

              406 
              516 
         110 
27%
             406 

Fire protection revenue
         20,437 
        20,437 
             -   
       -   

        27,375 
         34,602 
      7,227 
26%
       27,375 

Metered water revenue
       155,260 
     152,235 
     (3,025)
-2%

      262,684 
      257,673 
    (5,011)
-2%
     205,932 

Other revenue
           1,270 
          1,270 
             -   
-

          1,688 
           2,150 
         462 
27%
          1,688 

   Total revenue
       177,272 
     174,247 
     (3,025)
-2%

      292,153 
      294,941 
      2,788 
1%
     235,401 




   
 



   
 


Oper. & Maint. Exp:


   
 



   
 


Purchased water
         12,895 
        12,500 
        (395)
-3%

        12,895 
         12,500 
        (395)
-3%
       12,895 

Power
         21,780 
        24,270 
       2,490 
11%

        21,780 
         24,270 
      2,490 
11%
       21,780 

Other volume related exp.
           8,388 
        16,158 
       7,770 
93%

          8,388 
         16,158 
      7,770 
93%
          8,388 

Employee labor
         43,885 
        49,180 
       5,295 
12%

        43,885 
         49,180 
      5,295 
12%
       43,885 

Materials
           3,798 
          4,775 
          977 
26%

          3,798 
           4,775 
         977 
26%
          3,798 

Contract work
              580 
          1,730 
       1,150 
198%

              580 
           1,730 
      1,150 
198%
             580 

Transportation expenses
           5,715 
          5,715 
             -   
0%

          5,715 
           5,715 
             -   
0%
          5,715 

Other plant maintenance
           3,990 
          3,990 
             -   
0%

          3,990 
           3,990 
             -   
0%
          3,990 

Office salaries
         12,000 
        12,000 
             -   
0%

        12,000 
         12,000 
             -   
0%
       12,000 

Management salaries
         32,955 
        37,700 
       4,745 
0%

        32,955 
         37,700 
      4,745 
0%
       32,955 

Employee pens. &  bene. 
         12,425 
        15,276 
       2,851 
0%

        12,425 
         15,276 
      2,851 
0%
       12,425 

Uncollectibles expense
              200 
             200 
             -   
0%

              200 
              200 
             -   
0%
             200 

Office services & rentals
           1,530 
          1,530 
             -   
0%

          1,530 
           1,530 
             -   
0%
          1,530 

Office supplies & exps.
           2,901 
          3,500 
          599 
21%

          2,901 
           3,500 
         599 
21%
          2,901 

Professional services
           1,572 
          1,572 
             -   
0%

          1,572 
           1,572 
             -   
0%
          1,572 

Insurance
           9,885 
        11,400 
       1,515 
15%

          9,885 
         11,400 
      1,515 
15%
          9,885 

Regulatory comm. Exp.
              200 
             200 
             -   
0%

              200 
              200 
             -   
0%
             200 

General expenses
              952 
          1,500 
          548 
 

              952 
           1,500 
         548 
 
             952 

   Total Operating Exps.
       175,651 
     203,196 
    27,940 
16%

      175,651 
      203,196 
    27,545 
16%
     175,651 

 











Depreciation
         12,854 
        14,000 
       1,146 
9%

        12,854 
         14,000 
      1,146 
9%
       12,854 

Payroll tax
           7,566 
        10,218 
       2,652 
0%

          7,566 
         10,218 
      2,652 
 
          7,566 

Property tax
           2,917 
        10,610 
       7,693 
264%

          2,917 
         10,610 
      7,693 
264%
          2,917 

State tax
              800 
             800 
             -   
0%

          8,236 
           4,983 
    (3,253)
-39%
          3,219 

Federal income tax
                  -   
                 -   
             -   
 

        16,232 
           8,582 
    (7,650)
-47%
          4,979 

   Total deductions
       199,788 
     238,824 
    39,431 
20%

      223,456 
      251,589 
    28,133 
13%
     207,186 

Net Revenue
       (22,516)
      (64,577)
   (42,456)
187%

        68,697 
         43,352 
  (25,345)
58%
       28,215 

Rate Base:











Average plant
   1,240,058 
  1,271,545 
    31,487 
3%

   1,240,058 
   1,271,545 
    31,487 
3%
  1,240,058 

Average accum. dep.
       539,714 
     453,324 
   (86,390)
-16%

      539,714 
      453,324 
  (86,390)
-16%
     539,714 

Net plant
       700,344 
     818,221 
  117,877 
17%

      700,344 
      818,221 
 117,877 
17%
     700,344 

Less: Advances
                  -   
                 -   
             -   
 

                 -   
                  -   
             -   
 
                -   

         Contributions
       500,952 
     596,372 
    95,420 
19%

      500,952 
      596,372 
  (95,420)
19%
     500,952 

Add:  Working cash
                  -   
                 -   
             -   


                 -   
                  -   
             -   
 
                -   

          Material & Suppls.
           5,000 
          5,000 
             -   
       -   

          5,000 
           5,000 
             -   
      -   
          5,000 

Rate Base
       204,392 
     226,849 
    22,457 
11%

      204,392 
      226,849 
    22,457 
11%
     204,392 

Rate of Return
-11.02%
-28.47%



33.61%
19.11%
 

13.80%

Rate of Margin
 
 



 
 
 

15.00%

APPENDIX B

NACIMIENTO WATER COMPANY

Schedule No. 1A

ANNUAL METERED SERVICE

APPLICABILITY


Applicable to all metered water service furnished on an annual basis.  

TERRITORY


Tract Nos. 378, 379, 380, and 381 (Oak Shores), Cantinas 


Campground and vicinity, San Luis Obispo County.  

RATES


Quantity Rates:


All water used per 100 cu.ft. . . . . . . . . . . . . . . . . . . . . . . . . . .$   1.92 (I)

 




                                          Surface Water






                 Per Meter       Treatment Rule


Annual Service Charge:
                 Per Year
   Surcharge


For 5/8 and 3/4-inch meter . . . .. . 
$   240.00 (I)
$      566.00


For                 1-inch meter . . . . . . .  
     402.00  | 
        948.00


For           1-1/2-inch meter . . . . . . 
     804.00  |
     1,892.00


       For                 2-inch meter . . . . . . .              1,278.00  |          3,030.00 


For                 3-inch meter . . . . . . . 
  2,400.00 (I) 
     5,690.00

The Service Charge is applicable to all metered service.  It is a readiness-to-serve charge to which is added the charge computed at the Quantity Rate, for water used during the billing period.  

SPECIAL CONDITIONS

1. The annual service charge applied to service during the 12-month period commencing January 1 and is due in advance.  If a permanent resident of the area has been a customer of the utility for at least 12 months, they may elect, at the beginning of the calendar year, to 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.  Meters will be read and quantity charges billed monthly, bimonthly, or quarterly in accordance with the utility’s established billing periods except the meters may be read and quantity charges billed during the winter season at intervals greater than three months.  

(continued)

APPENDIX B

NACIMIENTO WATER COMPANY

Schedule No. 2A

ANNUAL FLAT RATE SERVICE

APPLICABILITY


Applicable to all flat rate water service furnished on an annual basis.  

TERRITORY

Tract Nos. 378, 379, 380, and 381 (Oak Shores), Cantinas Campground and vicinity, San Luis Obispo County.  

RATES






                                    Surface Water

            Per Unit
Treatment Rule






            Per Year             Surcharge

              Each camp or trailer site rented or

              leased for the full year or a portion

              thereof. . …………….
$ 266.00 (I)
 $ 566.00

SPECIAL CONDITIONS

1. For service covered by the above classification, if the utility so elects, a meter shall be installed and service provided under Schedule No. 1A, Annual Metered Service effective as of the first day of the following calendar month.  Where the flat rate charge for a period has been paid in advance, refund of the prorated difference between such flat rate payment and the minimum meter charge for the same period shall be made on or before that day.

2. The annual flat rate charge applies to service during the 12-month period 
commencing January 1 and is due in advance.  If a permanent resident of the area  has been a customer of the utility for at least 12 months, they may elect, at the beginning of the calendar year, to pay prorated flat rate charges in advance at intervals of less than one year (monthly, bimonthly, or quarterly) in accordance with the utility’s established billing periods.  

3. The opening bill for the flat rate service shall be established annual flat rate
charge for the service. Where initial service is established after the first day of
any year, the portion of such annual charge applicable to the current year shall be  

(continued)

APPENDIX B

NACIMIENTO WATER COMPANY

Schedule No. 4

PRIVATE FIRE PROTECTION SERVICE

APPLICABILITY

Applicable to all fire hydrant service rendered from fire hydrants on private property connected to utility owned mains.

TERRITORY

Tract Nos. 378, 379, 380, and 381 (Oak Shores), Cantinas Campground and vicinity, San Luis Obispo County.

RATES




                        






    Surface Water





            
    Treatment Rule




                             Per Month       
Surcharge

              For each fire hydrant. . . . . . .   $ 31.25  (I)              $  69.50

SPECIAL CONDITIONS

1. The fire hydrant will be installed by the utility at the cost of the applicant.  

2. The cost of relocation of any hydrant shall be paid by the party requesting relocation.  

3. Water delivered for purposes other than fire protection shall be charged for at the quantity rates in Schedule No. 1A, Annual Metered Service.  

4. The utility undertakes to supply only such water at such pressure as may be available at any time through the normal operation of its system.  

5. The Surface Water Treatment Rule “SWTR” surcharge is necessary to finance plant improvements to meet California Department of Health Services requirements. The SWTR surcharge is in addition to the water bill.  This surcharge must be identified on each bill.  

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

APPENDIX C

NACIMIENTO WATER COMPANY
COMPARISON OF RATES

METERED SERVICE








        Per Meter Per Month





                       Proposed 
Percent






Present     
    Rates
Increase






  Rates  
  TY 99 
(Decrease)

For 5/8 and 3/4-inch meter 
           
$  200.00  
$   240.00
20.0%

For 1-inch meter                                      335.00  
     402.00
   20.0%

For 1 1/2-inch meter                               670.00  
     804.00
   20.0%

For 2-inch meter                                    1,065.00  
  1,278.00
   20.0%

For 3-inch meter                                    2,000.00  
  2,400.00
   20.0%

Quantity Rates:


All water, per 100 cu.ft.,                 
$      1.20  
  $  1.92
 60.0%

Comparison of a monthly typical bill for residential metered customers with a 3/4-inch is shown below at current rates and recommended rates for test year 2000.  









Amount
        (Percent)

Usage

   Present
        Recommended    
Increase
         Increase

100 cu.ft.
   Bills

               Bills


(Decrease)
      (Decrease)

    0

$16.67       

$  20.00

$  3.33
           20.0%

    4            

  21.47          
    27.68

       6.21
           28.9%

    6.5 Avg
  24.47
        

32.48
       8.01
           32.7%

    9            
  27.47          
41.28
     13.81 
           50.3%

APPENDIX D

NACIMIENTO WATER COMPANY

ADOPTED QUANTITIES

Test Year 2000

Offset Items

1.   Purchased Power

Pacific Gas and Electric Company


Effective Date April 1, 2000


Schedule A-1 Small General Service

     
ENERGY CHARGE


Summer, per kWh per month                    $0.14870


       Winter, per kWh per month                         0.10193


Total Cost
                                                     $  21,780


Total kWh


                      177,469

                   Average Unit Cost $/kWh                          $  0.1227

                   Ad Valorem Taxes                                        $   2,917

2.   Service Connections


1. Meter Size






5/8 x 3/4"



     106



3/4"




     415



1”




         2



1 1/2"


            2


Total          



        525

Consumption (Ccf                                                                  40,875
ADOPTED TAX CALCULATIONS

Test Year 2000

1.  Operating Revenues
                

$    235,400
2.  Expenses



                   175,651
3.  Depreciation


  
12,854
4.  Taxes Other Than Income
                     10,483
5.  Taxable Income for State Tax
                     36,412
6.  State Tax


                    

           3,219
7.  Taxable Income for FIT
                   

         33,193
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