
· . .'! :h:99 "1 Declslon No. ... i..J, - •• 

BZFOliE T.":!E ~Ur3LIC UTILITI~3 COi.JvLISSION OF THO:: STATE OF CALIFORNIA 

In the ~f.atter of the App'lication of 

HIGrr~AY CITY ~'lATER SYSTEI':, 
a ?ar~nershi'O, 

for an order authorizint increases 
and chan~es in rates for water service. 

Application No. 32$07 

Jack Sollis, ~':arren 5011is and James Vaughn, 
applicants,by L. J. ~artin~ E. Ronald Foster 
for the Commission staff. 

o PIN ION -------....-. 

In this application filed October $, 1951, Jack Solli5, 

':;arren Sollis, and James Vaughn, doing bUSiness as Highway City 

'I!at.er System, seek an order authorizing; increases in rates and 

charges for water service rendered in an unincorporated suburb of 

Fresno, known· as Highway City. The application further requests 

authorization to restate applicants' books with· respect to capital 

account.s and the depreciation reserve. 

A public hearing in this matter was held before Examiner 

Emerson at Fresno on February 27, 1952 and was submitted on receipt 

of two exhi bi ts on i·'larch 10, 1952. 

Applicants' present tariffs contain two rate schedules, . 

a flat. rate and a meter rate.' No meters are in use on the system, 

however, thus the flat rate schedule is of particular concern in 

this proceedin;;:. Applicants presently' charge :~l. 50. per month for 

servi. ce to .:l resid ence or a store on one lot, with an addi ti ona,l 

charre of $1 for each additional unit on the same property. ,It is 

proposed that these charges be doubled. 
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Applicants obtained the water system by purchase from 

Fresno Sub'.lrban ~Ilatcr Service Company on June 1, 1947. At that 

time the system served 10$ consumers in th~ five blocks comprising 

Hie:hway City Subdivision. In thl:) regular course of business th~ 

system has been expanded into adjoi'ning subdivisions and as of 

November 7, 1951, served a total of 2$6 active service conn~ctions. 

Two l2-inch cased wells in Block E of Highway City Subdivision and 

one 10-inch cased well in Ellendale Terr~c~ are pwnpcd throu8h pres-

sure tan~~, into ~ distribution system conSisting of about 16,000 f~ 

of pipe s whi ch vary in 5i ze from 4 inche s to l'~ inche s in diameter .. 

The pumps are operated automatically and the pressure controls are 

set to maintain tank pressures ran.§;i.ng betwe~n 40 and 65 psi. 

Applicants and the staff of the Commission presented 

analyses of 'Past o'Oerations toe;et.her with estLnates covering 

.;::x~ected f'.lture operations durine the year 1952. A summary of 

rev~nues and exnenses as recorded for the years 194$ to 1950, 

inclu~ive, is as follows: 

Item ~ 12b:2 12iQ. 

Revenues 
Expenses 

$3,971 $4,179 $5,374 

Before Taxes 1,977 2,4:20 2,311 
Taxes 79 107 $3 
Depreciation lS2 2~6 ~2Z 

Total 2,245 2,7 ;3 2,921 
Net Revenue 1,726 1,416 2,453 

During the three-year period Shown above, no salaries 

were paid to the owners a1thougb th~y perscnally performed 

pr3.ctic~lly all of the work required to operate and maintain the 

system. The gr0atest single item of expense in each year was the 

electric power bill which uveraged ~bout ,~1, 500 annually. 

Commencing with the y~ar 19~1 applicants began the assign-

mont of calQries to themselves in a total annual amount of ~4,S00 

of which $100 was ch.lrr.ed to capital accounts and $4,700 distribut0d 
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to expense accounts. Of the $4,$00 thus shown on the books, 

however, applicants actually received only $2,45$.$6. Applicants' 

esti~ate of'1952 operations includes s~larios totalling $6,000 for 

th.: y(:!sr. 

i'li th respect to s al.3.ries the staff segregat~d pay ro 11 

i te:::s between S.CCOi.L."'lts and, as th~ result of a study of systems of 

similar physical characteristics with a like number of custom~rs 

and em analysis of the services *-ich applic.lnts must perform on the 

Highway City System, concluded that a total annual p~y roll of 

'~4,J70 was reasonabl~ for the system. As un example of the pay 

roll adjuztments nade, the staff wi tne ss testified tha t whor~3.s th~ 

com~any ~ad assigned the sum of ~1,080 for pumping labor for the 

year l~:l, such amount being on tho basis of .~J per hour for one 

ho;,:.r on 360 d,lYS -per year, the sur,j of ';720 should be adequata sinc~ 

each p~~p ~nd its lssociuted equipm~nt is fully automatic and needs 

individua.l attention only infrequently and than only for very minor 

~djustments. Oth~r accounts were similJ.rly analyzed. 
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Results of 1951 op0ro.tions and estim.:l.tes of 195Z 

operations, be~ore provisions for depreciation exp~nsc, ar~ 

su:rullarizad ns follows: 

---:_~~~--:Y~e::::sr:....::l:..::9;.(,52::....~~ _____ : • __ ,.~ 

Item 
......;;.;.u=;.::::;:.:..._ ,... __ -...,.-;:;..:;:::;.:. __ .......",-_. : .• 

OPERATINC REVENUES 
.... 

OPERATING ~SES 
PumpiM 

P'ump1ng IAbor 1,080.00 1,440.00 720 '. ," 720 ' '. 
Po ..... er Pw:-cha.l3cd 1,365.51 1,059.00 ' ," 1,450 1,450 .. 
Lubricants 25.43 ' 42.00 30 30 
Repairs to Equ1pment ~34.01 300.00 340 340 
P\lr11'1ce.t1on -- 8.00 

Transmission & Distribution 
Re~e.irs to System 234.70 363.00 440 440 
Superintendence 840.00 1,500.00 720 720 

B1111~ and Col1eeti~ 
Pay Roll ) 

1,543.19 1,800.00 1,200 1,200 
M1&e ell",ncour. ) 120.00 110 110 

Genero.l 
Rent 420.00' 600.00 420 420 
Ins \U'O.1lC e 27.59 25.00 100 100 
Legal and Accounting 352.50 600.00 , 100 100 
Miscellaneous 176.06 238.00 310 310 
Ss.lo.ries 1,087.50 1,200.00 1,370 1,370 

TtJ.Xe!; 72·8~ 518.00'--' .. -
7,gt~ lt104 

Subtotal Operating Exp. 7,470.32 9,805.00 B,lh4 

A~plicants' estimate for the year 1952 as abov~-mentioned 

includes a pa;r roll of '~6,OOO. 3uch sum would be equal to $1.75 

per :nonth per customer. Other similar syst~ms have p~r customer 

costs ranginr from 75 cents to ~1.50 per month. In view of the 

record in this proceeding, we are of the opinion that the sum of' 

$1..., SOO. annu.ally is .:l. reasonGl ble allowanc~ for op~r:ltion ,'lnd 

management functions. 

Dett~rmination of depreciation ex~nse and a deprecio.tion 

reserve for this system has become complicated by two factors. The 

first resu.lts from applicants' bookkeeping methods whereby deprecia­

tion accountin~ was established on the basis of the purchaso price 

of the system rather than on the historical cOSt of the system. 
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The second involv~s the :nethod of treating certain sum,s described in 

t~i ~ proceeding as either "donat,ions" or ".::.d vo.nces lf of customc rs. 

Com.~.0ncing on June :2, 1947 'and continuing to 'the present 

t.i;ne, a'Oplicants have extracted from' all 'new customers a paym~nt 

of C;O as a condition precedent to' 'establishment of 'service.. Some, 

I-.'ho were una bl~ to pay the full amount, p.1id l0sser o.mounts'to the 

limit of their ability to pay_ To D~cember 31, 1951 collections of 

such .lmounts totalled $3,005 according to th~ company's books. 

Al'P1icants consi dered the se payments as "bonuses It paid for 'the 

offerin~ of Service to persons who, had they not taken the utility 

service, · .. muld have been faced with ,the costs of installing 

individual wells, pumps ond pressure systems •. Such a scheme w.:..l~ 

a?plied to all lots lying beyond the d'istribution mains as they 

existed on June 1, 1947. This practice 'is contrary'to long estab­

lished regulntory policies in t.his stolte .:ind is in 'di'rect 'violation 

of the extension rules reeularly on file for this system. The filed 

rules are e'-'ually binding on the cor:lpany 3.1"ld the customer and no 

deviations therefrom ha ve been authorized for this system. Vie ar..; 

of the opini"n that all of the money irregularly collected must bt! 

returned. 

The detailed estimate of the historical ·cost of th~ ~ntire 

system was prepared by 0nr.:in~crs of, th~ Commi$$ion staff and appears 

as an a~~er.dix in Exhibit No. 5 in this proce~dine. hS of 

DCCcr:lbcr 31, 1'150 the properties had :m historical cost of $15,926.90 

accordin0 to said exhibit. As of the same dat~ the d~pr~ciation 

reserve requirement, on <1 straight .. line· baSis, totaled $5,436.49. 

Capital additions durine 1951 increased said historic~l cost to 

""11' 1'" .~ 0,4 o. The deprcci~tion rescrve as of December 31, 1951 should 

have been $5,457. !!:stimo.ted additions during 1952 would rD.ise the 

historical cost to .;16,613 as of D8cember 31, 1952. A weighted 

:lvera!"c for th~ year 1952 of $16,600 will b.;: used herein as fix0d 
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ca~ital for rate base purposes. On such bASis th~ deprQciation 
ex-pense would be $$14 tor ~951 and OS)7 tor 1.952. Appl1eants wi ~~ 

be .:lL,.lthorized to ro£le ct t he above amounta on its books. 

The above determination of fixed ca.pita.l amounts obviously 
assumes that the sum of ~3,005, which will be refunded to customers, 

ha s already been refunded and that the company h.as, there-fore 1 already 

obtair.ed full ownership of the entire plant. As refunds are made) 

applicants must not thereby increase capital accounts, 'for to do so 

wo~ld m~an their incluoion twice. 

Su.":"4'narizing, the results of operations 'for this system a::: 

adjuzted for 1951 and 1952 are as follows: 

OPSRATING EXPENSES 
Before Taxes and Depreciation 7,394 7,750 7,750 
Taxes 76 330 1,104 
Depree ia tion '81ft $:21 'SlL Total Operatin,r.' Expenses 8,284 8,917 9,691 

NET REVENUES (2,778) (),067) 2,009 

RATE BASE 
Fixed Capital (Average) '16 ;4:16 16,600 16 , 600 
l~.aterials and Supplies 1'50 ~ ~ Depreciation Reserve ~21~26l (ol~7 ~ ~ 6 1 Z~l Ra~e Base (Depreciated) 11,130 10,47$ 10,47 

RAT':: OF RETURN Loss Loss 19.2% 
(i{ed Figure) 

From the above it is apparent that applicant is in need 

of relief in the form of increased revenues. The rates propos~d, 

however, would produce a return which in this instanc~ would be 

excessive. T~e rates to be authorized herein should provide a rate 

of return of approximately 6% on a rate base of ~~10, 47$, which return 

and base we hereby find to be reasonabld. 

Applicants were directed, at the h~aring,to submit as 

Exhi bi t No. 7 i:'1 t "i s pro cecdi ng a complete lis ting of customers who 
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had been chJrr.c~ for service connections. S~id list has be~n 

receiv~d and analyzed. As above stated, Wt) ar0 of the opinion "that 

all of the payments must be returned. Four methods of refunding 

:nay be considered: (1) immediate cash refunds, (2) refunding in cash 

wi thin a specified period of time, ()) refunds of spa.cified per­

centages at stated intervals with interest on the unrefunded 

balances, and (4) immediately cr~diting consumers' water accounts 

~~th the total amount of refund due~ Because of applicants' present 

unsatisfactory earning pOSition and lack of ready cash and because of 

their oblir,ations to :'!lect regularly rc'curring operating expenses and 

concurrently to provide adequate and dependable service to all of 

their C'lsto:n.ers, we b..:!lievc the most €:quitabl~ method to be No. :2 

abov0; that is, ref1.ll"lding in cash within a specified period of time. 

With two exceptions, namely, the money collected for service to the 

Grahanj Tract a'1.d the Sweat Tract, no sums should origi.nally have 

been collected. These two tract depOSits, th~refore, will be placed 

upon the regular extension rule baSis. 'rhe order herein will 

provide for dist.ribution of the collected amounts in accordance with 

these principles. 

Of the 41 customers in attendance at thi s he aring, six 

ca:ne forward and testified on their o\'m behalf. All were in agree­

ment that during the su:mner months the system had completely 

inadeouate pressures. Allegedly such condition has grown progressive­

ly worse conc.l.rrently with expansion of the original system. No 

witness was unWilling to accept an increase in rates p~vided such 

increase was reasonable n.nd further provided that adequate pressures 

were established throughout the system. The statel:lent s of these 

\d t",1eSSes have cons "Lderable merit and the applicants herein should 

ta1,:e every reaso:1able step necessary to re-establish adequat" 

pre~sures thro~ghout the tract. The distribution system is so 
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arran~ed. that it can with little capital expendi ture oe mad.;:: into, a 

system of very few dead ends by closing three gap~ in th0 present 

system. Applicant should first close the ~a~ b~tween Bllendale 
, -. 

Terrace and Hi~Away City Subdivision by installing approximately 350 

feet of main on Polk Avenue at Shaw Avenue. Applicants should next 

close the )?'ap in Block D of the Highway City 3ubdivi sion by installa­

tion of a~proximately 250 feet of main betWeen the main' lying south­

easterly of State Street and the main north of and parallel to Shaw 

Avenue. The third gap which should be closed would requir~ approxi­

~ately 175 feet of main between the southerly end of the distribution 

line on Ma::"ket Street an.d the end of the main in Tex Tract. It is 

01. .. ::" opinion that these improvements in th~ distribution system should 

be ,::ade before applicants attempt' to serve any additional customers 
". , ... " 

lyin:: o'ltside of or beyond the area served by the present di~tri~~ti.on 

mains. 

Applicants anticipate that they will be required to extend 

a distribution main to a low-cost housing project development adjacent 

to their present system. Such project will consisto£ approximately _. '. 

24 housin~ units. From ";.he record in this proceeding, we believe 

it clear that applicants must develop additional water supply in order 

to serve these housing units without detriment to its present 

custome rs. 

Jack 5011i5 1 Warren Sollis and James Vaughn (Highway City .. 

~later System) havinF; applied to this CommiSSion for an order 

authorizinr increases in rates and charges and a restatement of 

books, a public hearing th ereon having been held, the rna tter ha. ving 

been sub~itted and being now ready for deCiSion, 
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IT IS HEREBY FOUND AS A FACT that the increases in rat~s 

and charfeS authorized are justified and that the present rat~s, in 

so far as they differ therefrom, are unjust and unreasonable; there-
./:' .l.orc, 

1. 

2. 

IT IS H~REBY ORDERBD as follows: 

Applicants are authorized to file in quadruplicate with 
this Commission the schedules of rates shown in Exhibit A 
attached to this order, on or after the effectiv~ date 
hereof and in conformity with General Order No. 96 
and, on not less than five (5) days' notice, to make 
said rates for service eff~ctive for all service rendered 
on or after June I, 1952. 

Appli cants shall re"fund in cash 1 and wi thout intere st 
thereon, to the persons named in Exhibit B attached to 
this order the amounts s~ecified in said exhibit not 
later than the dates set· forth therein or any date prior 
t.bereto when any such p.;rsons shall permanently discontinu-= 
receiving service from applicants. Each refund may be 
made in wholo or in part prior to tho,;: dates specified. 

Applic~nts shall restate their books or account with 
respect to fixed capital in service and the depreciation 
reserve so .3.5 to plac~ th~m in conformity with 
Exhibit No. 5 referred to in th~ foregoing opinion and 
and shall submit to this CommiSSion two (Z) copies of 
the ~roposed accounting entries necessary to aff~ct such 
restatetaant not later th.:m one hundred twenty (120) days 
afte~ the effective date of this order. 

The ~ffective date of this ord~r shall be twenty (20) d~ys 

aft~r the d at~ he reof. . 
Dated at San Fr~ncisco, California, this Jf~day of 

_____ c:6~_L_~~<·-p------, 1952. 
/ 
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EX.~!T A 
Page 1 ot 2 

Schedule No. 1 

FIAT RATE SERVICE 
--..;.,,;;,,;~~ 

APPLICABILITY 

Ap~licable to all u.'1measurcd water service rende.red. 

TE.1t'UTORY 

Within the community of Highw~y City, Fresno County, o.nd in 
thc Vicinity thcreof. 

RATES 

For one residence on cne lot, including 
i.~is~tion of ~nd therein not in exccss 

Per Service 
Pcr !l1onth 

of 6 .. 000 square feet ................ fl.... .... ...... $2.60 

Fer each additional zcparatc residence on 
on\! lot ........... '" .. . . . .. .. . . .. .. .. . . . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 1.75 

For each store or busL~csz other thor. hot~ls or 
auto courts on or-c lot ••..•...••...........•..• _ 

For o~ch hotel, ~uto co~t, motel, or group of 
cabins on one lot, inclu~~ irrigation of land 
not ~~ excess of 6,000 square feet, 

First room or unit •••••••••.•.••...........•.• 
Next 14 rooms or u.~its, each •.•••••••••••••..• 
Ovcr 15 rooms or units, each ....•••••.••.••••• 

For irrigation of land in excess of 6,000 square 
fcet pcr lot, applicable dlJring months of !\Iay .• 
June, J~y, August, September, and October of 
each yc~, per 100 square feet irrigated •••••••• 

2.60 

2.60 
.75 
.60 

.03 

SPECIAL CONDITIONS 

1. Charges for flo. t ra to semca arc paYD-b1c monthly in advance. 

2. 1!ctcr~:nay be inst.lllcd. at thc option of the utility or the 
customcr, L~ which event ccrvicc thcrc~ftcr will bo rcndcNd only on 
the b3.:sis of Schedule No.2" Gcnero.1 llctcrcd Service. . 
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APPLICABILITY 

EYJUDIT A 
Plltc 2 of 2 

Schedule No. 2 

CE:-"'El"....AL $TERED SERVICE 

Applica,blc to llll wo"ter :::ervice furnished on a metered. basi:::. 

TER.:1ITORY 

j7ithin the cottrunity of Highway City, Fresno Cou."'l.ty, and in the 
vicinit,y thereof. 

f\ATES 

Quantity RJ.tcs: 

First 1,000 cu.ft. or less •••••••••..•••.••••.. 
IJext 1,000 cu.ft." 
Next 3,000 eu.ft., 
Next $,000 cu.ft., 
Over 10,000 cu.ft., 

per 100 cu.ft. 
per 100 eu.ft. 
per 100 cu.it. 
per 100 cu.ft. 

.. " ,. '" ....... . 

......... " ..... 
}.!inimum Charg().s: 

For 5/8 x 
~or 
:or 
For 
For 
For 
~t;'or 

3/4-inch meter • ••••• to ......... " •• oil ••••• 

3/4-inch l:1.ctcr ............ " .... " ................. 
l-inch. meter · ......................... ~ " ... 

lJ:-inch 
~ 

moter • •••• " ••• to " .......... " ..... 

2-i."'1.ch meter • ................. " .......... I .... " " 

3-inch meter ..... " ... 110 " ......... " .............. 

4-i.."'1.ch noter ......... " ......................... " " ... 
The Ui."l.imum Cha.rgc will entitle the 
consu."lcr to the qu:mtity of water 
which that monthly tIinllnum chorgc 
will purcha:::c at thc QUMtity Rates. 

Per Meter 
Pcr Month 

$2.2, 
.12 
.10 
.08 
.07 

.... • C; ."12 •• 2,, 
3.00 
4.00 
7.00 

11.00 
16.7; 
2$.00 .. 
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,SXHIBIT B 
" ,I 

Rc!Undin& of Collections for EstabliS~rviCC ~ 

Name 

1. K. McKer.zie 
2. R. H. Peacock ., :'r.:mk Cantwell ). 

L. M. r~l1iron 
5. R. E. BradsM.w 
6. Horace Milliron 
7. Do~othy E. Cooper 
S. Mrs. Jess Hill 
9. C. E. Cientry 

10. Ned Codi.."l.''l.e: 
ll. E. ROlIllire: 
12. Da."'licl B. worley 
13. Henry :llcGi'lce 
11. R. V;. At3/Jox 
15. Harold Cooper 
16. w. S. Kelly , ... 
... 1 • llike Paolercio 
18. Sallie Gentry 
19. E. l:ontana 
20. Mike Garcia 
2l. L. R. Barcus 
22. Bert Kelly 
23. E. L. Dixon 
24. C~lv1.n Richter 
25. Joe I..:\.rlharoo 
26. L. Phcnal 
27. Joe Soldatc 
28. J. HClrnande::: 
29. Francis Campos 
30. J. R. Brown 
31. Roy Cooper 
32. c. !.'I. Vlhi thcad 
33. VI. E. Holt 
Ju. Olo. Coulson 
35. Roy l:cGaha 
16. Fra.. ... Jc Gra."l..'\l:l. 

... 

37 • Fr a."lk Dar bar 

Total 

Total Amount Refund to be Y~dc 
to be Refunded Prior to Date 

$ 50.00 September 30, 1952 
100.00 September 30, 1952 
50.00 September 30, 1952 
50.00 December 31~ 1952 
50.00 April 30, 1953 
50.00 April 30, 1953 
50.00 April 30, 1953 
50.00 January 31, 1953 
50.00· November 30, 1952 
50.00 August 31, 1953 
50.00 August 31, 1953 

100 • 00 fuy 31, 1953 
50.00 Ja:nvzry 31, 1953 
50.00 J~"'lU~y 31, 1953 

100 .00 July 31, 1953 
150.00 October 31, 1952 
100.00 May 31, 1953 
50.00 August 31, 1953 
50.00 October 31, 1952 
50.00 October 31, 1952 
50.00 October 31, 1952 
75.00 November 30, "1952 
50.00 July 31, 1953 

370.00 ~ch 31~ 19$3 
$0.00 December 3l, ~9$2 
3,.00 December 31, 19$2 
25.00 December 31, 1952 
$0.00 Novombor 30, 195~ 
50.00 Nov¢m~cr 30, 19$2 
)0.00 September 30, 1952 
50.00 Docombor 31, 19$2 
$0.00 . Scptcmbo:" 30, 1952 
50.00 Jtll'le .30, 19'.3 
50.00 June 30, 195.3 
50.00 J~~e 30, 1953 

2~o.aO. Februar,y 28. 1953 
360.00 p~y~ble at 35% of annu~l billings on 

12 lots in Graham Tract from effec­
tive d~te of this order until fully 
paid or until October 1, 1957 
whichever comes first; any unrotunded 
~unt to be accounted for as a 
donation. 

50.00 p.l~ble .:lot 35% of aMWll billings 
from effective date of this order 
until fully pll.:Ld or until July 1, 
1957 whichever comes first; :m:I. 
unrctunded amount. to be accounted 
for a~ a donation. 

),00,.00 


