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PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Water Division
Resolution No. W-4236

Water Advisory Branch 

November  21, 2000
RESOLUTION

(RES. W-4236), MOUNTAIN SPRINGS WATER CO. (MSWC).  ORDER AUTHORIZING A GENERAL INCREASE IN RATES PRODUCING $2,837 OR 10.95% ADDITIONAL ANNUAL REVENUE











Summary

By Draft Advice Letter accepted on March 1, 2000, MSWC seeks an increase in rates for water service to earn a return on additions to plant and to recover increased expenses of operation.  For Test Year 2000, this resolution grants an increase in gross annual revenues of $2,837 or 10.95%, which is estimated to provide a 13.50% rate of return on ratebase.  

Background

MSWC 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 $15,081 per year or 60%.  MSWC's request shows that its gross revenue of $25,323 at present rates would increase to $40,339 at proposed rates.  The present rates were established on December 14, 1998, when an increase was authorized to cover an increase in the Consumer Price Index.  The last general increase became effective July 6, 1995, pursuant to Decision 95-07-008 , which established MSWC's status as a public utility and authorized rates to provide it with an opportunity to earn a rate of return of 13.6%.  MSWC presently serves 43 customers near the City of Tehachapi in Kern County. 

Discussion

The Water Advisory Branch (Branch) made an independent analysis of MSWC's summary of earnings.  Appendix A shows MSWC's and the Branch's estimates of the summaries of earnings at present, requested, and adopted rates for Test Year 2000 and the differences between MSWC's and the Branch's estimates of operating expenses.  MSWC was informed of Branch's differing views of expenses and stated it agrees with the Branch’s findings.
MSWC’s draft advice letter requested rates that it estimated would produce a rate of return on rate base of 13.5%.  The Branch recommends rates that will produce this same rate of return which is within the range of 13.0% to 14.0% recommended by the Water Division's Audit and Compliance Branch for Class D utilities that are 100% equity financed.

MSWC’s filed tariffs contain one schedule of rates for General Metered Service.  At the Branch’s recommended rates shown in Appendix B, the monthly bill for a residential customer using five hundred cubic feet will increase from $48.36 to $52.51 or 8.58%. MSWC has requested authority to collect a Facilities Fee from new customers as authorized by resolution No. W-4110.  A tariff covering these fees is also included in Appendix B.  A comparison of customer bills at present and adopted 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 of a public meeting was mailed to each customer on March 7, 2000.  The Branch received three letters objecting to the magnitude of the increase.  The Consumer Affairs Branch (CAB) reports that since 1997 no informal complaints have been filed involving MSWC.

On March 20, 2000, the Branch held a public meeting at the Clubhouse of the Mobile Estate Park in Tehachapi.  The Branch’s representative explained the Commission's rate-setting procedure and the utility’s representative explained the need for the increase.  Seventeen people attended; most of whom were concerned with the need for a 60% increase.  

Findings and conclusions

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

2. The rates and facilities fees 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. The rate increase proposed by the branch is justified and the resulting rates are just and reasonable.  

Therefore it is ordered that:

1. Authority is granted under Public Utilities Code Section 454 for Mountain Springs 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.  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.  

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 November 21, 2000; the following Commissioners voting favorably thereon:
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APPENDIX A

Mountain Springs Water Company

Summary of Earnings

Test Year 2000


Utility Estimated

Branch Estimated




Present
Requested
Present
Requested
Adopted


Rates
Rates
Rates
Rates
Rates

OPERATING REVENUES






  Metered
$25,258 
$40,339 
$25,323 
$40,339 
$28,095 

  Flat Rate
0 
0 
0 
0 
0 

    TOTAL REVENUE
25,258 
40,339 
25,323 
40,339 
28,095 

OPERATING EXPENSES






Power
$600 
$600 
$900 
$900 
$900 

Other Volume Related Expense
2,250 
2,250 
140 
140 
140 

Employee Labor
0 
0 
2,955 
2,955 
2,955 

Materials
700 
700 
700 
700 
700 

Contract Work, Water Testing
0 
0 
1,100 
1,100 
1,100 

Contract Work, Other
8,900 
8,900 
600 
600 
600 

Transportation Expense
2,225 
2,225 
1,950 
1,950 
1,950 

Other Plant Maintenance
830 
830 
830 
830 
830 

Office Salaries
0 
0 
0 
0 
0 

Management Salaries
3,600 
3,600 
2,760 
2,760 
2,760 

Employee Pensions & Benefits
0 
0 
0 
0 
0 

Uncollectables
0 
0 
140 
140 
140 

Office Service & Rentals
0 
0 
550 
550 
550 

Office Supplies
4,400 
4,400 
1,315 
1,315 
1,315 

Professional Services
1,560 
1,560 
585 
585 
585 

Insurance
3,510 
3,510 
1,500 
1,500 
1,500 

General Expense
350 
350 
200 
200 
200 

Regulatory Expense
500 
500 
200 
200 
200 

    Subtotal 
$29,425 
$29,425 
$16,425 
$16,425 
$16,425 

Franchise Tax
0 
0 
0 
0 
0 

Depreciation Expense
1,284 
1,284 
1,284 
1,284 
1,284 

Property Tax
0 
0 
520 
520 
520 

Payroll Taxes
390 
390 
910 
910 
910 

Income Taxes
800 
2,116 
1,609 
4,773 
2,016 

    Total Deductions
$31,899 
$33,215 
$20,748 
$23,912 
$21,155 








NET REVENUE
($6,641)
$7,124 
$4,575 
$16,427 
$6,940 








Average Plant
$109,540 
$109,540 
$109,540 
$109,540 
$109,540 

Avg. Accumulated Depreciation
18,610 
18,610 
18,610 
18,610 
18,610 

Net Plant
90,930 
90,930 
90,930 
90,930 
90,930 

Less: Advances
0 
0 
0 
0 
0 

         Contributions
40,730 
40,730 
40,730 
40,730 
40,730 

Plus: Working Cash
1,100 
1,100 
1,100 
1,100 
1,100 

         Materials & Supplies
100 
100 
100 
100 
100 

Rate Base
$51,400 
$51,400 
$51,400 
$51,400 
$51,400 

Rate of Return
(loss)
13.86%
8.90%
31.96%
13.50%
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Mountain Springs Water Company

Schedule No. 1

GENERAL METERED SERVICE

APPLICABILITY

   Applicable to all metered water service rendered on annual basis.

TERRITORY

Tract 3312, Kern County, in the vicinity of Sand Canyon Road approximately seven               miles north of State Route 58 between Cameron and Monolith. 

RATES
    








 Per Meter










 Per month
   Quantity Rate:


All Water, per 100 cubic feet  . . . . . . . . . . . . . . . . . . . . .
 $  2.57
  (I)

   Service Charge:


For 5/8 x 3/4-inch meter  . . . . . . . . . . . . . . . . . . . . . . . .   $ 39.66


For 
      3/4-inch meter
. . . . . . . . . . . . . . . . . . . . . . .
   59.49

For                1-inch meter  . . . . . . . . . . . . . . . . . . . . . . . .      99.16


For        1-1/2-inch meter  . . . . . . . . . . . . . . . . . . . . . . . .    198.32

For                2-inch meter  . . . . . . . . . . . . . . . . . . . . . . . .    317.30


The Service Charge is a readiness-to-serve charge applicable to all metered service and to which is added the charge for water used computed at the Quantity Rates.

.








SPECIAL CONDITIONS 

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

APPENDIX B
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Mountain Springs Water Company

Schedule F

FACILITIES FEES

APPLICABILITY

Applicable to all customers applying for service from the Utility in the territory served for premises not previously connected to its distribution mains and for additional service connections to existing premises.

TERRITORY

     This schedule is applicable within the entire territory served by the Utility.

RATES
     Initial Fee for each Service Connection:

For 5/8 x 3/4-inch meter . . . . . . . . . . . . . . . $  2,000


For           3/4-inch meter . . . . . . . . . . . . . . .     3,000


For               1-inch meter . . . . . . . . . . .  .  . . .    5,000


For       1 1/2-inch meter . . . . . . . . . . . .  . . .   10,000


For              2-inch meter . . . . . . . . . . . . . . . .   16,000

SPECIAL CONDITIONS
1. Facilities fees are applicable to metered rate service for the size meter shown. 

2. Facilities fees are payable in addition to and do not limit any charges for
extensions of mains that may be applicable under Rule 15, Main Extensions.

3. Payments made under this schedule are not subject to the reimbursement fee
set forth in Schedule No. UF.

(End of Appendix B)

APPENDIX C

Mountain Springs Water Company

COMPARISON OF RATES

A comparison of the present and AB's recommended rates is shown below:

General Metered Service:








Per Meter per Month



  





Present
 Adopted            Increase

   For 5/8 x 3/4-inch meter     

$ 39.66
 $ 39.66
        0%

   For           3/4-inch meter   

   59.49
    59.49    
        0%

   For              1 - inch meter


   99.16
    99.16
        0%

   For       1-1/2- inch meter
 

 198.32
  198.32   
        0%

   For              2 - inch meter
 

 317.30
  317.30                   0%

Quantity Charge:

   For all water, per 100 cu.ft 

  $1.74 
   $ 2.57
       47.7%

A comparison of monthly bills for a customer with a 5/8 x 3/4-inch meter using various quantities of water is shown below:


Consumption 
Present
Recommended

  in Ccf       

 Rates   
    Rates    

 Increase 
 Percent

0

$ 39.65    
 $ 39.65
 
  $ 0.00
  0.00%



3

   44.88      
    47.37      

     2.49              5.55%

5

   48.36
    52.51

     4.15     
  8.58%

          10  

   57.06     
    65.36

     8.30            14.55%

           20

   65.76  
    78.21
               12.45            18.93%

APPENDIX D

Mountain Springs Water Company

ADOPTED QUANTITIES

Test year 2000

Purchased Water






None

Estimated water pumped




            2,939 Ccf

Purchased Power






7,600 kWhr

Southern California Edison Company

Schedule No.






            GS-1

Adopted cost per kWhr




            $0.09762

Total Expense






$900

Service connections:

5/8 x 3/4-inch meter

  


38

      
3/4-inch meter




              5

       
 1-inch meter





              0

    
1 1/2-inch meter




              0

       
2-inch meter





              0

Total


           


43

                   INCOME TAX CALCULATION






           State Tax
   Federal Tax
Operating Revenue



$28,095
    $28,095

Operating expenses



  16,425
      16,425

Property Tax




    1,430                   1,430

Payroll Taxes




    1,284        
        1,284

Depreciation


                                   0
    
   0

Franchise Tax



           0
               0
  Taxable Income for State Tax

$  8,956

State Tax at 8.84%



       791

  Taxable income for Federal Tax


                 $8,164

Federal Tax at 15%





       1,225


Total Income Taxes




$2,016







82889 
- 1 -
- 3 -

