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I.

INTRODUCTION
The Casmite Corporation (Casmite), a Class D water utility, filed, by draft advice letter on September 29, 2006, with the Water Branch, a general rate increase request. Ordering Paragraph (OP) 9 of Decision (D.) 05-11-030, ordered Casmite to file “an application for ratemaking” by June 30, 2006. The Commission’s Executive Director, by a letter dated July 7, 2006, granted Casmite’s request to postpone filing “an application for ratemaking” until September 29, 2006. Casmite’s filing complies with D. 05-11-030, OP 9. Casmite has requested authority under Section VI of General Order 96-A and Section 454 of the California Public Utilities Code to increase its water rates by $99,500 or 138% from its present rate revenues of $72,103. The Water Branch staff (Staff) reviewed Casmite’s filing; Staff accepted the filing on November 13, 2007. A public meeting was held on December 12, 2007.  The purpose of the rate increase is to recover operating expenses and to provide an adequate rate of return. Casmite estimated gross revenues of $72,103 at present rates will increase to $171,603 at proposed rates for test year 2008.  
II
                         BACKGROUND
In the 1940’s, Casmite commenced oil field operations in Santa Barbara County along U.S. Highway 1, halfway between San Luis Obispo and Santa Barbara. Casmite constructed a water system as part of the oil operations. As an accommodation, Casmite began to provide nearby residents with water from the system. In 1953, The Union Oil Company of California (Unocal) acquired all the stock of Casmite. In 1994, Unocal sold off the oil field operations but retained the water system. In 2005, Chevron Corporation (Chevron) acquired the assets of Unocal and as a result, although still owned by Unocal, is now a wholly owned subsidiary of Chevron. On September 23, 2003, the Casmalia Community Services District’s board of directors filed a complaint (Case 03-09-001) alleging that Casmite has been operating as a public utility without the Commission’s authorization. After a prehearing conference in Case 03-09-001, Casmite filed, on December 19, 2003, Application 03-12-024 for a Certificate of Public Convenience and Necessity (CPCN) and amended this application on May 7, 2004, after a joint prehearing conference was held in Case 03-09-001 and Application 03-12-024; and the two proceedings were consolidated as a rate setting proceeding.  After a one day mediation session held on June 7, 2004, with the parties to these proceedings, there appeared to be a settlement. The settlement anticipated that the water system would be turned over at no cost to the Casmalia residents and property owners for them to operate as a non regulated entity (a mutual water company).  On August 10, 2004, the Camalia Community Services District (CCSD) reported to the assigned Administrative Law Judge (ALJ) that its board had not approved the settlement, citing the inability to raise sufficient funds to operate the system (although Casmite had offered initial financial assistance as part of the settlement). An evidentiary hearing was held on September 13, 2004, on the merits of both Casmalia’s complaint and Casmite’s CPCN application. At the parties’ request, issuance of the ALJ’s proposed decision was delayed until August 15, 2005, to allow further settlement discussions that were unsuccessful. 
The Commission granted Casmite, by D. 05-11-030, dated November 18, 2005, a CPCN for operation of a water utility.  Casmite’s present rates, effective September 11, 2006, were filed by Advice Letter No. 1-W-A pursuant to Commission D. 05-11-030 and D. 06-07-041. 

III

SYSTEM DESCRIPTION 

Casmite is a Class D water utility with 12 service connections and seven customers. One customer has two service connections and one customer has five service connections which includes two service connections that has water service provided at no charge pursuant to a 1912 Grant Deed. One customer is the CCSD with 52 residential and two commercial customers.  Casmite provides water service in an area located near Santa Maria in or near Casmalia in Santa Barbara County. All customers are provided metered water service. Casmite does not have any employees.  The water system is operated under contract to a company located in San Luis Obispo that provides all operational and repair services 24 hours a day. Administrative services are provided by Chevron staff who charge their time worked for Casmite and are located in San Luis Obispo, a 30 minute drive to Casmalia. Casmite has retained the services for this rate increase application from a Certified Public Accountant (CPA) in an accounting firm and an attorney from a law firm. Casmite is charged for any legal services provided by an attorney employed by Chevron.
The system receives water from one well with a capacity of 200 gallons per minute.  The water from the well goes into two 10,000 gallon capacity holding tanks.  A chlorination system has been installed near the well site for injection into the line between the well and the holding tanks. With an in-line 75 horsepower (at 3600rpm) booster pump, the water is pumped approximately 7,400 feet to a 48,000 gallon storage tank on top of a hill. A pressure of 480 to 500 pounds per square inch (psi) is required to pump the water from the holding tanks to the storage tank. Two water pressure reducers have been installed between the storage tank and Casmite’s customers. The distance from the storage tank to CCSD is approximately 15,250 feet. The transmission lines are 4 inch steel, polyethylene, and cast iron. 
IV.

SUMMARY OF EARNINGS
 Staff performed an independent analysis of Casmite’s summary of earnings.  Appendix A shows Casmite’s and Staff’s summary of earnings at present and proposed rates and Staff’s recommended rates for test year 2008.  After Casmite filed the draft advice letter but before the public meeting was scheduled, Casmite lost their largest customer who provided 40 percent of the total revenues. Staff, instead of requiring Casmite to update its filing, analyzed the changes in revenues, power costs, number of meters, working cash allowance and plant in service.  In order for Casmite’s customers to be informed of the effect of these changes to Casmite’s request for a rate increase, Staff, with Casmite’s approval, incorporated the resultant changes in the public meeting notice that Casmite sent to its customers.  The effect of these changes increased Casmite’s rate increase request from $53,833 to $99,500 or 138% over present rates.
 


Operating Revenues
Casmite proposed operating revenues of $171,603 are higher than the Staff’s recommended revenues of $111,575 because the Staff adjusted test year 2008 water sales from 13,275 hundred cubic feet (ccf) to 9,984 ccf based on the recorded water sales in 2007 and a zero percent rate of return on rate base. Casmite requested a 138% increase in rates based on a 13.2% rate of return; Staff recommends a $52,767 increase in rates or 89.7% based on a zero percent rate of return. 
Purchased Power

This account includes the cost of purchased power. Casmite estimated power costs of $19,000.  Casmite lost its largest customer (about 50% of usage) in March 2007 so that power bills prior to that time were not considered. Staff reviewed the power bills from April through December 2007 and estimated power bills for January through February based on November and December 2007 power bills.  Staff reviewed the monthly amount of water pumped from the well compared to the monthly water sales and found unaccounted water ranged from 94% in July to 16% in December with a 2007 monthly average of 36%.  Staff found that there had been numerous transmission line breaks and several water troughs that were unmetered during 2007. Staff considered the two water service connections that are provided water at no charge pursuant to a 1912 grant deed and adjusted unaccounted water to 14% for test year 2008 as reasonable. Staff estimated 11,382 ccf of water to be pumped from the well at an average cost of $1.17 per ccf (April through July and September through November 2007 power costs).  Based on this information, staff estimated power costs of $13,317 for test year 2008. 
Contract Work
This account includes the cost of all repair and maintenance work not performed by water company employees.  Examples of such expenses are pump repairs, repairs of water system leaks and testing of water by laboratories. Casmite has no employees and has contracted with a company to operate and maintain its water system. The operator for the company is required to have licenses for water treatment and water distribution.  The contract with the company provides for the following services: respond to emergency conditions such as equipment failure and main breaks; engineering services for operation and maintenance of water system; continuous monitoring from the company’s office by a remote monitoring system of well operation, booster pumps, holding storage tanks and main storage tank level; take water samples monthly, quarterly and on an annual basis as required by the health department; meter reading and providing customer bills; pick up mail and prepare a spreadsheet of bills for Casmite for payment; physically check the water system two to three times a week; be available for meetings with Casmite; recommend water system upgrades and budgeting for water system repairs, maintenance and replacement of plant. Casmite estimated contract work of $66,019.  Staff reviewed this estimate and found it reasonable. A Class D water utility is typically owned by one or two individuals who would have the water treatment and water distribution licenses required to operate a water system. Maintenance of the water system, water sampling and meter reading would be done by the owners or one employee. Contract work would be used when the owner(s) or the employee would be unable to do the maintenance.  For eleven Class D water utilities that were granted rate increases in 2006 and 2007, staff analyzed expenses for professional services, contract work, salaries and cost of materials compared to total operating expenses. These water utilities served 79 to 470 customers. Staff estimated that the four expenses previously mentioned should be comparable to the expenses of contract work for Casmite. For the eleven Class D water utilities the data show that these expenses average 51.7 % of total operating expenses.  Fifty-one percent of the staff recommended total operating expenses for Casmite is $50,016.
Office Service and Rentals 
This account includes expenses of office supplies including payments to service bureaus and other services such as represent Casmite at meetings, provide requested data, answer questions related to the water system, and co-ordinate with the operations and maintenance contractor for the water system. Casmite estimated $11,160 for office services and rentals is based on 72 hours of work at $155 per hour. Staff adjusted this estimate to $3,600 based on an hourly rate of $50 as reasonable.
Office Supplies and Expenses 
This account includes the cost of printing, stationery, general accounting supplies, telephone and utilities.  Casmite estimated office supplies and expenses of $535. Staff reviewed this estimate and found it reasonable.
Professional Services
This account includes the fees of independent accountants, engineers, lawyers and similar professional consultants. Casmite estimated professional services of $13,750 based on about 55 hours of legal services.  Staff adjusted this estimate by $5,000 to $8,750 based on a lower estimate of time for legal services as reasonable. 
Regulatory Commission Expenses
This account includes all expenses (except salaries of regular utility employees) incurred in connection with formal cases before regulatory commissions such as a rate increase request before the Commission. This would include the preparation of the Casmite showing submitted to the Commission, representation at public meetings and responding to information requests. Casmite has no employees and retained the services of a CPA and a counsel to prepare and present its rate request.  Casmite estimated regulatory commission expenses of $7,867 based on estimated expenses amortized over three years. The staff estimate of $5,200 is based on a lower estimate of time for legal services as reasonable. 
General Expenses
This account includes expenses not included in other operating expenses such as fees and permits, telephone and travel costs. Casmite estimated general expenses of $650. Staff reviewed this estimate and found it reasonable.  
Depreciation Expense     
Depreciation expense is the recovery of the original cost of plant, less estimated net salvage, over the useful life of the plant. Depreciable plant at the beginning of 2005 was pumping equipment. The major plant additions during 2005 and 2006 were pumping equipment and water treatment plant that would have a depreciation rate of 4%. Plant additions for the years 2007 and 2008 are to be mains that would have a depreciation rate of 2%. Casmite estimated depreciation expense of $13,724 based on a 4% composite rate.  Staff estimated depreciation expense of $11,424 based on a 4% depreciation rate on average plant of $323,110 but adjusted depreciation for mains replaced in 2007 and 2008 to 2% instead of 4%.   
Taxes Other Than Income
This account includes property taxes and payroll taxes. Casmite has no employees and thus no payroll taxes. Casmite estimated taxes other than income of $1,282. Staff reviewed this estimate and found it reasonable.
Income Taxes

Calculations of State and Federal income taxes are shown in Appendix C of this report, using the revenue and expenses recommended by Staff in the summary of earnings.  
Rate Base
Rate base represents a utility’s investment.  Rate base is comprised of the cost of average plant in service plus working cash allowance less average depreciation reserve.  Casmite estimated rate base of $220,373. Staff estimated rate base of $205,067. The differences between the estimates are Staff estimated higher average depreciation reserve by $13,564 and lower working cash allowance by $1,742. 
Average Plant in Service
Average plant in service is the cost of plant at the beginning and ending of the year divided by two.  Casmite estimated average plant in service of $323,110.  Staff reviewed this estimate and found it reasonable.   
Average  Depreciation Reserve
Average depreciation reserve is the accumulated depreciation of the depreciation expense each year plant is in service at the beginning and ending of each year divided by two.   During the year plant depreciation is added and the original cost (subtracting removal costs and adding salvage value for plant) for plant retired is subtracted from the depreciation reserve. Casmite estimated average depreciation reserve of $112,652 based on a 1.12% depreciation rate for 2005 and 4% for the subsequent years. Staff estimated average depreciation reserve of $126,216. Depreciable plant at the beginning of 2005 was pumping equipment. The major plant additions during 2005 and 2006 were pumping equipment and water treatment plant that would have a depreciation rate of 4%. Plant additions for the years 2007 and 2008 are to be mains that would have a depreciation rate of 2%.  Staff used a depreciation rate of 4% for 2005 as reasonable instead of the 1.12% rate used by Casmite. For 2007 and 2008 Staff used a 4% depreciation rate but adjusted the depreciation rate for replaced mains to 2% as reasonable.  
Net Plant
Net plant is the cost of plant in service at the beginning and ending of the year divided by two less the average depreciated reserve for the year. Casmite estimated net plant in service of $210,458 based on average plant in service of $323,110 less average depreciation reserve of $112,652. Staff estimated net plant in service of $196,894 based on average plant in service of $323,110 less $126,216 average depreciation reserve.
Working Cash Allowance
Casmite and Staff estimated working cash allowance at 1/12 of total operating expenses.  This method of estimating working cash allowance is set forth in the “ADVICE LETTER RATE ADJUSTMENT WORKBOOK” for water utilities regulated by the Commission.  Casmite estimated $9,915 and Staff estimated $8,173. 
Rate of Return
The Commission by D.05-11-030 authorized Casmite to increase rates to a 9.7% rate of return for test year 2007. Casmite is a Class D water utility. The Commission’s Utility Audit, Finance & Compliance Branch recommends a rate of return range from 12.85% to 13.85% for a class D, 100% equity financed utility, and a return on margin of 20%. In the rate of margin method, the utility’s revenue requirement is defined as the sum of its operating and maintenance expenses, depreciation, and taxes other than income other taxes, multiplied by the rate of margin. A 20% rate of margin provides for net revenues of $22,281 based on Staff’s recommended quantities. Staff recommends a 2008 test year rate of return of zero percent. This is a highly unusual recommendation for a Class D water utility. The Commission authorized a 2007 test year rate of return of 9.7%, which is in the range for a Class A water utility. Casmite is a subsidiary of Chevron. Operating expenses of $98,000 are high for a Class D water utility. The present recommended rates are double the highest rate for Class D water utilities that have been granted rate increases during 2006 and 2007. Staff reviewed fifteen Class D water utilities (with customers from 14 flat rate to 470 metered) that received a rate increase during 2006 and 2007. Staff found that the monthly rate for water usage of 10 ccf ranged from $28.24 to $95.51. At the public meeting held on December 12, 2007, customers of the CCSD complained often, loudly and clearly that “water bills will increase from $75 to $150 if Casmite’s rate increase request is granted. We are a low income community and cannot afford these high rates.” CCSD serves 54 customers; for test year 2008 the average water usage per customer is 9.5 ccf per month. The present rate monthly charge to CCSD (for 54 customers) is $2,590. Casmite requested a monthly rate of $6,163 and Staff recommended a monthly rate of $4,913. CCSD would need to use a 56% surcharge to obtain a $75 monthly rate from $48 at present rates.  This would equate to a monthly rate of $178 for Casmite’s requested rate and $142 (48% higher than the highest monthly rate for the Class D water utilities reviewed by Staff) for Staff’s recommended rate.  The rate structure requested by Casmite and recommended by Staff for CCSD is very high for a monthly usage of 9.5 ccf and will probably be financially difficult for many customers.  Based on the conditions mentioned above, Staff recommends a zero percent rate of return.
V.  

RATE DESIGN 

Casmite’s current rate structure consists of one schedule:  Schedule No. 1, Metered Service. The rates recommended by Staff are shown in Appendix B. At the Staff recommended rates a customer’s monthly bill would increase 89.7%.  Comparisons of customer monthly service charges and usage rates at present and recommended rates are show in Appendix D. 
VI.
SERVICE, FIELD VISIT, NOTICE AND PUBLIC RESPONSE 
A field inspection of the Camite water system was made by Staff member Robert Weissman on December 12, 2007.  Kelly Duran (Casmite), Jason Meeks and Chuck Ellison (Fluid Resource Management, Inc.) directed the tour of the service area and explained the operations of the water system. Lori Dolqueist (Casmite counsel) and Chris Aldinger (Casmite consultant) were also present for the tour.  

A notice of the proposed rate increase was mailed to each customer on November 20, 2007.  Staff received ten letters and two petitions signed by 140 individuals protesting the rate increase. The Water Division has not received any complaints on water service from Casmite.  A public meeting was held on Wednesday December 12, 2007, at 6:30 pm at the Santa Barbara County’s Board of Supervisor’s hearing room in Santa Maria, California, at 511 E. Lakeside Drive. Staff made available at the meeting the notice of proposed rates in Spanish as requested by CCSD. All seats in the hearing room were filled and many other attendees had to stand. A copy of the Staff meeting memorandum is attached as Appendix E.
VII.

COMPLIANCE

 
There are no outstanding Commission orders on compliance issues. Casmite has been filing annual reports as required. Casmite should file a Commission’s Connection Fee Data Form as noted in Rule No. 15 on Sheet 49-W of its current tariffs.    
VIII.

RECOMMENDATIONS

Staff recommends that the Commission authorize a rate increase of $52,767 or 89.7% for test year 2008.  This will increase estimated annual revenues from $58,808 to $111,575. This increase will produce a zero percent rate of return.  Staff recommends:

a. Staff’s recommended Summary of Earnings (Appendix A) is reasonable and should be adopted.

b. Staff’s recommended rates (Appendix B) are reasonable and should be adopted.

c. The quantities (Appendix C) used to develop Staff’s recommendations are reasonable and should be adopted.

d. Casmite should be required to file a Commission Connection Fee Data Form.

[image: image1.emf]   

 

The Casmite Corporation  

     Utility Estimated          Staff Estimated Staff

Present  Proposed Present Proposed Recommended

Rates Rates Rates Rates Rates

Operating revenues

 

Metered water revenue 72,103 $        171,603 $        58,808 $         139,960 $         111,575 $                 

Total Revenue 72,103 171,603 58,808            139,960            111,575                    

OPER. & MAINT. EXP:

Purchased water -                            

Power 19,000           19,000             13,317            13,317              13,317                      

Other volume related exp. -                            

Employee Labor -                   -                            

Materials -                   -                            

Contract work 66,019           66,019             66,019            66,019              66,019                      

Water Testing  

Transportation expenses

Other Plant Maintenance

Office salaries

Management salaries

Employee pens. & benefits -                            

Uncollectibles expense -                            

Office services & rentals 11,160           11,160             3,600              3,600                3,600                        

Office supplies and expenses 535                535                  535                 535                   535                           

Professional services 13,750           13,750             8,750              8,750                8,750                        

Insurance

Regulatory comm. expense 7,867             7,867               5,200              5,200                5,200                        

General expenses 650                650                  650                 650                   650                           

Total operating expenses 118,981         118,981           98,071            98,071              98,071                      

 

Depreciation 13,724           13,724             11,424            11,424              11,424                      

Taxes Other than Income 1,282             1,282               1,282              1,282                1,282                        

State tax 800                3,325               800                 2,580                800                           

Federal income tax 5,144               3,990                (0)                              

Total deductions 134,787         142,456           111,577          117,347            111,577                    

Net Revenue (62,684)          29,147             (52,769)          22,613              (2)                              

RATE BASE:

Average plant 323,110         323,110           323,110          323,110            323,110                    

Average depreciation reserve 112,652         112,652           126,216          126,216            126,216                    

Net plant 210,458 210,458           196,894          196,894            196,894                    

Plus working cash 9,915             9,915               8,173              8,173                8,173                        

Rate Base 220,373         220,373           205,067          205,067            205,067                    

Rate of Return -28% 13.2% -25.7% 11.0% 0.00%

 

        Test Year 2008
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	Metered Service
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	Test Year 2008
	
	
	

	APPLICABILITY
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	Applicable to all metered water service
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	TERRITORY
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	This schedule is applicable within the entire territory served by the utility,
	

	
	which is in or near the city of Casmalia in Santa Barbara County.
	
	

	
	
	
	
	
	
	
	
	
	

	RATES
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	Quantity Rates:
	
	
	
	
	
	
	

	
	For all water used, per 100 cu. ft.  …………………………
	$
	            7.665
	

	
	
	
	
	
	
	
	
	
	

	
	Monthly Services Charges:
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	Per Meter
	

	
	
	
	
	
	
	
	
	
	

	
	For
	
	  5/8 x 3/4-inch meter
	
	$
	        121.69 
	

	
	For
	
	          3/4-
	inch meter
	
	
	        182.54 
	

	
	For
	
	             1-inch meter
	
	
	        304.23 
	

	
	For
	
	1.5-
	inch meter
	
	
	        608.46 
	

	
	For
	
	2-
	inch meter
	
	 
	        973.54 
	

	
	For
	
	3-
	inch meter
	
	
	     1,825.39 
	

	
	For
	
	4-
	inch meter
	
	
	     3,042.32 
	

	
	
	
	
	
	
	
	
	
	

	
	The service charge is applicable to all service. It is a readiness to serve
	

	
	charge to which is added the charge, computed at the Quantity Rate,for
	

	
	water used during the month. 
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	SPECIAL CONDITIONS
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

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


Appendix C

Recommended Quantities
                                                   The Casmite Corporation
                                                                    Test Year 2008
1. Purchased Power                                             $     13,317
2.   Contract Work                                                    $     66,019                                                                      

3.   Office Services and Rentals                                $       3,600

3.   Office Supplies and Expenses                            $          535    
4.   Professional Services                                          $       8,750

5.   Regulatory Commission Expenses                     $       5,200

6.   General Expenses                                                $         650

7.   Depreciation                                                        $    11,424
8.   Taxes Other Than Income                                   $      1,282 

9.    Average Plant                                                     $   323,110

10.  Average Depreciation Reserve                          $   126,216 
11.  Working Cash Allowance                                  $       8,173

12.   Rate Base                                                          $   205,067
Service Connections

Metered Rate

   5/8x 3/4-inch   ………………………………….        8
   3/4-inch    ………………………………………          0
   1-inch     ………………………………………….
        2
   1-1/2-inch ……………………………………….        1
   2-inch    …………………………………………. .       1
   3-inch    …………………………………………..        0
   4-inch    …………………………………………..        0
Total Metered                                                           12
Metered Water Sales                                          9,984 CCF 
Income Tax Calculations
Test Year 2008
 

Line




State

Federal

No.
Item



Tax

Tax
1.             Operating Revenues                                    $ 111,575 
$ 111,575
2.
Operating Expenses


$   98,071  
$   98,071
3.              Depreciation                                              $   11,424                  $   11,424
4.
Taxes Other Than Income

$     1,282                  $     1,282
5.
State Taxable Income

$        798                  $        798
7.              State Tax (@8.84%) Minimum $800        $        800                  $        800





========
========
5.
Federal Taxable Income



$           (2)   

6.
Federal Income Tax   



$             0
7.
Total State and Federal Income Tax           

$         800
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	Rate Comparisons
	

	
	
	
	
	

	
	The Casmite Corporation
	

	
	
	
	
	

	
	Monthly Metered Service
	

	
	
	
	
	

	
	                             Test Year 2008
	
	

	
	
	
	
	

	
	Present
	Recommended
	
	

	
	Monthly
	Monthly
	Amount
	Percent

	Meter size
	Rate
	Rate
	Increase
	Increase

	5/8 x 3/4
	 $      64.14 
	$    121.69 
	$  57.55
	89.7%

	1
	       160.35 
	             304.23 
	     143.88 
	89.7%

	1 1/2
	       320.70 
	             608.46 
	     287.76 
	89.7%

	2
	       513.12 
	             973.54 
	     460.42 
	89.7%

	
	
	
	
	

	
	
	
	
	

	
	$4.04 
	$7.665 
	3.63
	89.7%

	
	per ccf
	per ccf
	
	

	
	
	
	
	


APPENDIX E

Public Meeting
The Casmite Corporation
The meeting was held on December 12, 2007, at 6:30 pm at the Santa Barbara County’s Board of Supervisor’s hearing room in Santa Maria at 511 E. Lakeside Drive.

Notices were sent out to the customers of the water company stating that a rate increase application for 138% over current rates was requested to the California Public Utilities Commission (Commission).

The hearing room was filled to capacity and many individuals were standing. I estimated about 80 people were in attendance. Fifty-eight people signed the Sign-Up Sheet and five individuals requested to be on the E-Mail list. Steve Lavagnino represented Elton Gallegly, member of Congress. Supervisors John Grey and Susan Warnstran were in attendance.

I called the meeting to order, gave a short summary of my background, stated that I represented the Water Division, explained the process of this rate increase application before the Commission, stated how the staff report and the resolution to the Commission would be made available, and that the five Commissioners were the decision makers. I provided a sheet from the Commission website with the Commissioners’ pictures, names and addresses.

I then introduced Lori Dolqueist, counsel for The Casmite Corporation (Casmite).  Lori gave a summary of the rate increase application and then introduced the other individuals for Casmite. Brian Kelly, a Vice-President of Casmite, gave a history of the water company. Jason Meeks represented Fluid Resource Management, Inc. (Fluid Resources).  This company operates the water system for Casmite.  He explained that this was a 24 hour operation and that licenses for Water Treatment and Water Distribution were a requirement to operate the water system. Chris Aldinder, a CPA representing Casmite, explained the requested operating expenses and return on investment. Chris also explained the normalization of expenses that are used in a test year to establish the requested rates.

In answer to audience questions, Lori explained that Chevron did own Casmite but water service is provided by Casmite.  Casmite was declared a public utility under the jurisdiction of the Commission pursuant to a complaint filed with the Commission. There are only seven customers. One is the Casamalia Community Service District (District) that serves 52 customers. Because there are so few customers is one reason why the proposed rates are required.  The solution would be for the District, the County or the Golden State Water Company to take over Casmite. The District, the County and the Golden State have been approached to do so but all have declined. Casmite has committed to provide a reliable, good potable water supply to its customers and the rates requested are necessary to cover its operating expenses and a return on its investment. Fluid Resources provides services to the District too. One customer gets free water from one meter and two water troughs pursuant to a 1912 agreement.

Many individuals in the audience stated that their water bill would increase from the current $75 per month to $150 per month.  Individuals also stated that they are not able to pay water rates this high, even $75 per month is high, many customers are elderly or handicapped and cannot afford these high water rates. The question was asked what would happen if customers just did not pay the water bill or only a portion of it.  Lori and I responded that service may be turned off pursuant to the tariffs of Casmite.  The District is the customer of Casmite, not the individuals provided water service from the District.  

Many individuals expressed anger with Chevron and said that Chevron should donate the money each year to keep the water rates at the existing rate or for nothing as a goodwill gesture.  The local TV station and local newspapers were covering the meeting which ended at 9 pm.  A petition protesting the rate increase was handed to me with 131 signatures.

Robert Weissman

12/26/2007
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						Appendix A

						Summary of Earnings

						The Casmite Corporation

						Test Year 2008

				Utility Estimated				Staff Estimated				Staff

				Present		Proposed		Present		Proposed		Recommended

				Rates		Rates		Rates		Rates		Rates

		Operating revenues

		Metered water revenue		$   72,103		$   171,603		$   58,808		$   139,960		$   111,575

		Total Revenue		72,103		171,603		58,808		139,960		111,575

		OPER. & MAINT. EXP:

		Purchased water										- 0

		Power		19,000		19,000		13,317		13,317		13,317

		Other volume related exp.										- 0

		Employee Labor								- 0		- 0

		Materials								- 0		- 0

		Contract work		66,019		66,019		66,019		66,019		66,019

		Water Testing

		Transportation expenses

		Other Plant Maintenance

		Office salaries

		Management salaries

		Employee pens. & benefits										- 0

		Uncollectibles expense										- 0

		Office services & rentals		11,160		11,160		3,600		3,600		3,600

		Office supplies and expenses		535		535		535		535		535

		Professional services		13,750		13,750		8,750		8,750		8,750

		Insurance

		Regulatory comm. expense		7,867		7,867		5,200		5,200		5,200

		General expenses		650		650		650		650		650

		Total operating expenses		118,981		118,981		98,071		98,071		98,071

		Depreciation		13,724		13,724		11,424		11,424		11,424

		Taxes Other than Income		1,282		1,282		1,282		1,282		1,282

		State tax		800		3,325		800		2,580		800

		Federal income tax				5,144				3,990		(0)

		Total deductions		134,787		142,456		111,577		117,347		111,577

		Net Revenue		(62,684)		29,147		(52,769)		22,613		(2)

		RATE BASE:

		Average plant		323,110		323,110		323,110		323,110		323,110

		Average depreciation reserve		112,652		112,652		126,216		126,216		126,216

		Net plant		210,458		210,458		196,894		196,894		196,894

		Plus working cash		9,915		9,915		8,173		8,173		8,173

		Rate Base		220,373		220,373		205,067		205,067		205,067

		Rate of Return		-28%		13.2%		-25.7%		11.0%		-0.00%
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