Decision No. £Q440

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATﬁ OF .CALIFORNIA

Application of SMITH RIVER WATER)
- SERVICE for authorization to ) Application No. 34262
increase rates. )

William K. Owen, applicant, in propria
persona. -
Colin Garrity, for the Commission stafef.

OPINION

Nature of Proceeding

William K. Owen, owner of the Smith River Water Service,
seeks authority to increase his rates for water service supplied in

and adjacent to the unincorporated town of Smith River, Del Norte
County.

Public Hearing

A public hearing was held before Examiner Silverhart in
Smith River on November 17, 1953, at which time the matter was sub-
mitted.

Description of Applicant's System

Water is obtaimed from Domini Creek and there diverted by
means of a small log dam some 4700 feet northeasterly of the town.
During the winter months water is also procured from a small creek
which flows into Domini Creek below the diversion dam. Water is
distributed by gravity to the comsumers through approximétely 19}000
feet of mains varying in size from 1 inch to 8 inches. On December 3l,
1952, applicant served 11l consumers, 5 on a metered basis and the

remainder on flat rate schedules.

During two recent years applicant has lost the diversion

works on Demini Creeck as the result of unusual winter floods. After
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the January 1953 flood the diversion works were relocated at a
slightly higher elevation and other repairs made at a total cost of
approximately $1,500. As a result of the relocated diversion works,

water pressures throughout most of the system have been generally

increased.

Present and Proposed Rates

GENERAL FLAT RATE SERVICE

Per Month
Present  Proposed

For each dwelling, svtore, shop
or business unit on a single
lot supplied through a single . .
connection cecsessvencanne 22,50 $3.75

For each additional dwellmng,
apartment, store,: shop or

business unit supplled thrOugh
the same connection ....... seetscesessarves

GENERAL. METERED SERVICE

Quantity Rates:

First l’ooo Cu. ft. LB B 2N K AR B BN AN N BN BN B RN AN A BN ) (u' - $3.‘50
Next 3,000 cu. £t., per 100 cu. £ff. «evuss .
Over 4,000 cu. ft., per 100 cu. £t. c.cae +20

Minimum Charge-

For. 5/8 %' 3/L=inch meter crecescnanneeanes  $2.25 $3.50
For l=inch Mmeter eceesecncececcane .o 2450

Industrial-Quantity,Rates:

First 1,000 cu: £5., per 100 cu. f£t. - $0-25
Next 3 000 cu. ft., per 100 cu. ft. '
Over u 000 cu. ft., per 100 cu. f£t. .lO

Barnings, Expenses and Rate Base

Applicant filed herein a balance sheet as of Januvary 1,
1953, and a profit and loss statement containing revenues and ex~
penses for the period Janvary 1, 1952, to December 31, 1952.

A report prepared by a Commission staff engineer setting
forth results of the operation of the system under present and,pro;

posed rates was received in evidence as Exhibit No. 3. Rateé of
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return in EZxhibit No. 3 were doveloped by the straight-line remaining

life depreciation method and the use of a deprociated rate base.

A summary of fixed capital as developed in Exhibdit No. 3

by the Commission’s engineer follows:

Decenmber 31, 1952 December 31, 1953
Recorded Adijusted Estimated by Engineer

Right of Way $ 500 8 500 & 500
Impounding Dam 250
Purification Equipment 271 271 271
Transmission Mains 11,058 9,198 10,378
Distribution Mains 7,091 7,091 7,091
Services L5 L5 580
Meters 115 15 115
Miscellaneous Distri- ’

bution Zquipment 100. 100 100
General Shop Zquipment 150 150 150

Total Capital (Undepr.)$19,730 817,870 $l9?h35

The recorded and adjusted results of operations during 1952
and as estimated for the year 1953, as presented By applicant and

by the Commission's enginscer, are swummarized as follows:

Corpany : Commission Engineer : Company -
Year 1952 ¢ Year 1952 : Yoar 1953 Yoar 1953
Adjusted :_Adfusted : Estimated Egtimated
: : Pro-: : Pro~: :  Fro=

:Present :Proposcd:Present: posed :Present: posed:Prescnt: posed
Ttem : Rates : Rates : Rates : Rates : Rates : Rates: Rates : Ratos

Oper. Revenue  $3,788  $4,999 §3,789 $5,485 54,105 35,950 $4,015  $5,770.
Total Cperating - '

Expenses L,LL5 LML5 3,423 3,825 3,838 Ly27L 5,205 5,205
Net Revonue (357) 854 366 1,660 267 1,676.(1,190) 565
Average-Depr. _ ' -

Rate Base 6,627 6,627  5,L00 o 5,400 8,040 8,040 6,627 6,627
Rate of Return - 12.8%  6.8% 30.7% 3.3% 20.8% - 8.5%

-
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While there is some difference between the estimates of revenue, in
the calculation thereof applicant and the Commission's engineer
utilized similar data. The engineer's estimate appears to be more
accurate and will be adopted.

‘The difference between the figures presented by applicant
and the Commission's engineer as to the items of total operating
expenses and the average depreciated rate base is caused principally
by the failure of applicant to0 have made necessary deductions from
the depreciation reserve for retirements and the use by applicant of
the total life method in computing depreciation. The engineer's
figures will be accepted. |

Conclusions and Findings

A depreciated'rate vase of $8,550 for the year eanding 1953
is reasonable for setting rates for the future and is hereby adopted
for the purposes of this proceeding. The rate of return at the‘rates‘
proposed by applicant, however, would be greater than isvcénsidered
reasonable for this wutility. The rates authorized in the order which
follows are designed to produce gross revenues of @5 000 wb;ch should
result in a net revenue of $690 and a retwn of approxmmately 8 per
cent on the adopted rate base.

The rate of return and the rates herein authorized are found
to be reasonable for this particular utility as service in this area
has involved unusual risks due t0 severe winter storms, resulting in

extensive repairs and replacement of facilities somewhat periodically.

Under these circumstances, applicant must be maintained in a favorable

financial position in order that he may obtain the funds necessary to

meet such conditions as occurred from floods both in 1950 and 1953.

Recommendations

The Commission's engineer recommended that applicant employ
the straight-line remaining life method of computing depreciation.

Such recommendation will be ingorporated in the order which follows.

-
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Prqvi;ion will also be made therein requiring applicant to base
future book depreciation accruals on the composite rate of 4.8 per
cent developed by the engineef until such time as further review .
Supports another depreciation rate. The engineer further :ecémmended
that a detailed calculation of remaining life depreciation be re-
quired at intervals of not more ﬁhan three years should the progress
of the main replacement program be maintained at its pregenﬁlrate,
Applicant will be expected to comply with such recommendation.

The engineer further suggested that the proposed indus-

trial meter rate be eliminated and that applicant serve all classes

of consumers under one general meter rate. The rates. herein author-

ized give effect to such suggestion.

William X. Owen, owner of the Smith River Water Service,
having applied to the Comm;ssibn for an order authorizing incfeases
in water rates and charges, a public hearing having been held, and
the matter having been submitted for decision,

| IT IS HEREBY FOUND AS A FACT that the increases in rates
and charges authorized herein are juétifie& and-that present rates
in so far as they differ frgm those herein prescribed are unjust
and unreasonable, therefore,

IT IS ORDERED that applicant is authorized to file im
quadruplicaté with this Commission after the effective date ¢f this
order, in conformity with General Or&er No. 96, the schedule of
rates and charges shown in Appendix A attached hereto and, on not
less than five days' novice to the Commission and the public, to

make said rates and charges effective for service rendered on and
after Janvary 8, 195.4.




. ‘

A=34262 AH =%

IT IS FURTHER ORDERED that:

Applicant shall file, within thirty days after
the effective date of this order, with this
Commission, in conformity with General COrdexr

No. 96, four copies of a tariff service area map.

Applicant shall file, within forty days after the
effective date of this order, four copiles of a
comprehensive map, drawn to an indicated scale

not smaller than 200 feet to the inch, delineating
by appropriate markings the various tracts of land
and territory served and the location of the various
properties of applicant.

Applicant shall base future accruals to the reserve
for depreciation upon a spreading of the original

cost of the plant, less estimated net salvage and
depreciation reserve, over the estimated remaining
life of the property; applicant shall use a composite
annual depreciavion rate of 4.8 per cent of the de-
preciable plant until further review supports modi-
fication of this composite rate; further, applicant
shall review such accruals when major changes in
Plant composition occur and for each plant account p///
at intervals of not more than threo years. Results

of these reviews shall be submitted to the Commission.

The effective date of this order shall be twenty days-
after the date hereof.

Dated atg/dﬂ%ﬂ%%/ﬂ/ L2787, California, this L3 St
day of %//7///4// & 14/ , 1953. :

X 3
\President

P
@4/\729/4 J, g// 2274

%&Q %Xz Y
| N YT W
(hglmkzxjvuzQ;*"?fﬁf%f“”~jk

Commi ssioners




APPENDIX A
Page 1 of 2

- Schedulo No., 1
GENERAL METERED SERVICE

APPLICABILTTY

Applicable to all metered water service.

TERRITORY

The unincorporated town of Smith River, located approximately 15 miles
north of Crescent City, Dol Norte County.

RATES

Quantity Rates:

First 900 cu.ft, OF 1055 .evveveensrscscocsconccns
Next 1,100 cu.ft., per 100 cuefte teceeccccrecconne
Next 2,000 cu.ft., per 100 cu.ft. .svcvvrvnvncnrans -
Over 4,000 cu.ft., per 100 cu.ft. covcveecnnn.

Minimum Charge:

FOI‘ 5/8 X B/A-j.nch meter Qo--..----u-----ocv'noo--ua-. .
FOZ‘ l-imh m@‘ﬁer Sesswbvbdossasmrrsesrssananase 3-60

The Minimum Charge will entitle the consumer to
the quantity of water which that minimum charge
will purchase at the Quantity Rates.
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APFENDIX A
Page 2 of 2

Schedule No. 2

GENERAL FLAT RATE SERVICE

APPLICABILITY

Applicable to all water service rendered on a flat rate basis.

TERRITORY

The unincorporated town of Smith River, located approximately 15 miles
north of Crescent City, Del Norte County..

RATES Per 3/L=inch
Service Connection
" Por Month

For each dwelling, store, shop or business unit . '
on a Single 1ot ceiervcvvecacetisarcnarsosiranes $3.10

For cach additional dwclling, apartment, store,

shop or business unit supplied through the
sme scmce comection - ..0.0_..' ’I .l ‘I .-. L N A B N N R Y 2‘.‘30'

SPECTAL CONDITIONS

. ChArges for flat rate service are paysble in advance,

2. ALl service not covered by the above classifications will be
Surnished only on a metered basis.

3. Meters may be installed at option of utility or customer for
above classificationsin which event service thereafter will be rondered
only -on the basis of Schedule No. 1, General Motered Service.




