Mailed 10/3/2008

WATER/RSK/JB5/TKM/jl
PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

DIVISION OF WATER AND AUDITS RESOLUTION NO. W-4713
Water & Sewer Advisory Branch October 2, 2008

RESOLUTION

(RES. W-4713), ROLLING GREEN UTILITIES, INC. - WATER
(Rolling Green). ORDER AUTHORIZING AMORTIZATION
OF $15,101.57 IN UTILITY PLANT IN SERVICE OVER SIX
MONTHS AT $8.99 PER CUSTOMER PER MONTH.

SUMMARY

Rolling Green requested authority to recover $15,101.57 by Advice Letter 28-W accepted
by the Division of Water and Audits (Division) on June 18, 2008. Rolling Green's request
shows that it incurred the expense to refurbish a well. Rolling Green has booked this
expense to an Unanticipated Event Memorandum Account which it wants to recover
from 280 customers with surcharge of $26.97 for each of the two months. However, the
Division recommends that the expense should be classified as a capital expenditure for
utility plant in service. The utility plant in service should be amortized over six months.
This will result in a rate increase of $8.99 (32.6%) each month to lessen the impact of the
sudden increase in average monthly bill for a typical residential customer. The increase
will not result in a rate of return greater 13.49% last authorized for Rolling Green.

BACKGROUND

Rolling Green requests approval of a surcharge to recover $15,101.57 expenses to
refurbish Well No.1 needed to meet the production requirements and customer
demand, and fire flow requirement. Rolling Green serves approximately 280 metered
customers. In addition, Rolling Green meets the local fire flow requirements.

Rolling Green serves Rolling Green Terrace and vicinity, adjacent to Highway 395,
located approximately one mile northwest of Big Pine, Inyo County. The present rates
were established on April 27, 2008, which authorized a rate increase of 4.1% for the 2007
Consumer Price Index - Urban.

NOTICE AND PROTESTS

Notice of the proposed rate increase was mailed to customers on June 18, 2008. One
letter protesting the increase was received by the Commission, indicating customers
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should not be responsible for rehabilitation of wells. The customer was satisfied when
the utility explained the need to meet customer demand for water.

DISCUSSION

In May 2008, Rolling Green refurbished Well No.1 with a new pump and motor to meet
its summer demand and fire flow requirement.

On June 25, 2008, the Division’s Water & Sewer Advisory Branch's (Branch)
representative verified the plant improvements during a field site visit. The Branch also
investigated the costs through follow-up data requests and found that they were
appropriate. The total cost for this project is $15,101.57 which is a utility plant addition.
However, because of cash flow issues for Rolling Green it should be recovered through
a surcharge over six months rather than the normal recovery as rate base offset
suggested by the Uniform System of Accounts.

The revenue requirement increase is reflected in the revised Schedule No. 1, General
Metered Service, as a special condition, imposed as a surcharge for six months. The
monthly bill for an average residential customer will increase from $27.61 to $36.60
which is $8.99 or 32.56%. The Division recommends approval of $8.99 surcharge for six
months shown in Appendix A.

COMPLIANCE

Service by Rolling Green is satisfactory. There are no Commission orders requiring
system improvements, nor are there any service problems requiring corrective actions.
The utility has been filing annual reports as required.

COMMENTS

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

FINDINGS

1. The requested surcharge over two months is unreasonable and instead the utility
plant-in-service is amortized over six months and resulting surcharge is reasonable
and should be adopted.

2. The revised surcharge is $8.99 per month per customer for six months.

3. The cost of the new pump and well refurbishment and other system improvements
is $15,101.57.
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4. The Commission finds, after investigation by the Division of Water and Audits, that
the rate increase hereby authorized is justified, and the resulting rate increase is just
and reasonable.

5. This is an uncontested matter subject to the public notice comment exclusion
provided in the Public Utilities Code Section 311(g) (2).

THEREFORE IT IS ORDERED THAT:

1. Rolling Green Utilities, Inc. - Water is authorized to file a supplement to Advice
Letter No. 28-W to make effective the revised Schedule No. 1, General Metered
Service, attached to this resolution, and to concurrently cancel its presently effective
rate schedule. The effective date of the revised rate schedule shall be five days after
receipt of the supplement to Advice Letter No. 28-W.

2. 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 October
2, 2008; the following Commissioners voting favorably thereon:

/s/ PAUL CLANON

Paul Clanon
Executive Director

MICHAEL R. PEEVEY
President
DIAN M. GRUENEICH
JOHN A. BOHN
RACHELLE B. CHONG
TIMOTHY ALAN SIMON
Commissioners
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APPENDIX-A

October 2, 2008

Rolling Green Utilities, Inc. - Water
Summary of Earnings

9-Sep-08
Res. W-4199 Actual 2007 CPI After After
Category 6/8/2000 2007 Increase Increased Well Increased
at 4.1% Revenues Rehab Revenues

Operating Revenues:
Unmetered Water Revenue
Metered Water Revenue $ 71514 $ 92,781 | $ 3,804 | $ 96,585 15,102 | $ 111,687
Other Water Revenue
Total Operating Revenues $ 71514 | $ 92,781 | $ 3,804 | $ 96,585 15,102 [ $ 111,687
Operating Expenses:
Purchased Water
Purchased Power $ 8,370 | $ 10,240 $ 10,240 $ 10,240
Other Vol. Rel. Exp. $ -
Employee Labor $ 7,267 $ 7,267 $ 7,267
Materials $ 5025| % 4,598 $ 4,598 $ 4,598
Contract Work $ 159 | $ 2,646 $ 2,646 14,500 [ $ 17,146
Transportation $ 1,403 | $ 3,432 $ 3,432 $ 3,432
Other Plant Maintenance Expenses $ 1721 $ 616 $ 616 $ 616
Office salaries $ 4,188 | $ 4,154 $ 4,154 $ 4,154
Management $ 17975| $ 20,000 $ 20,000 $ 20,000
Employee Pension & Benefits $ 3,268 | $ 872 $ 872 $ 872
Uncollectable Accounts Expense $ 1791 $ 232 $ 232 $ 232
Office Services & Rentals $ 494 1 $ 2,166 $ 2,166 $ 2,166
Office Supplies & Expense $ 1,930 | $ 3,142 $ 3,142 $ 3,142
Professional Services $ 1,294 | $ 4,905 $ 4,905 $ 4,905
Insurance $ 18771 $ 5,920 $ 5,920 $ 5,920
Regulatory Commission Expense $ 1,043 | $ 1,101 $ 1,101 602 |$ 1,702
General Expenses $ 430 | $ 1,532 $ 1,532 $ 1,532
Total Operating Expenses $ 49244 | $ 72,822 $ 72,822 15,102 [ $ 87,924
Deductions:
Depreciation Expense $ 4440 | $ 4,338 $ 4,338 $ 4338
Property Tax $ 829
Payroll Tax $ 1,982
Taxes Other Than Income $ 5,715 $ 5,715 $ 5715
Interest Expense $ 4,125 $ 4,125 $ 4,125
Total Deductions $ 72511 $ 14,177 $ 14,177 $ 14,177
Total Expenses Including Deductions $ 56,495 | $ 87,000 $ 87,000 15,102 [ $ 102,102
Net Income Before Taxes $ 150191 $ 5,782 $ 9,586 -|$ 9586
State Income Tax $ 33821 9% 1,031 $ 1,031 $ 1031
Federal Income Tax $ 1,500 $ 1,500 $ 1,500
Net Revenue $ 11637 | $ 3,250 $ 7,055 $ 7,055
Rate Base:
Average Plant $ 167,238 | $ 178,984 $ 178,984 $ 178,984
Average Depreciation Reserve $ 85414 | $ 134,671 $ 134,671 $ 134,671
Net Plant $ 81,824 | $ 44,313 $ 44,313 $ 44,313
Less Advances/Contributions
Add: Materials and Supplies $ 1,000 | $ 1,000 $ 1,000 $ 1,000
Add: Working Cash $ 34711 8% 7,732 $ 8,049 $ 8,049
Rate Base $ 86,295 | $ 53,045 $ 53,362 $ 53,362
Rate of Return 13.49% 6.13% 13.22% 13.22%

Authorized Rate of Return (ROR) = 13.49%
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Schedule No. 1

GENERAL METERED SERVICE

APPLICABILITY

Applicable to all metered water service.
TERRITORY

Rolling Green Terrace and vicinity, adjacent to Highway No. 395, located
approximately mile northwest of Big Pine, Inyo County.

RATES
Quantity Rate:
Per Meter
Per Month
All water, per 100 cubic feet.........cocovveeerrrerenenne. $0.62
Service Charge:
For 5/8 x ¥s-inch meter.........ccccccevvervennenee. $ 9.68
For Yp-inch meter.....ocooeeveeeeeeeeeeennn. 14.52
For T-inch meter........cocvvvvvveneneennnn. 24.19

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

SPECIAL CONDITIONS

1.  All customers are subject to a six-month billing surcharge in the amount
of $8.99 each billing period to recover the well rehab cost incurred in
June 2008.

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



