ORIGINAL

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Decision No. 2238

Application of CROCKER-HUFFMAN LAND )
AND WATER COMPANY for an order of )
the Public Utilities Commission of )
the State of California authorizing ) Application No. 34632
inecreased water rates (and new rules )
and regulations) in the City of )
Merced and adjacent territory. )

Morrison, Hohfeld, Foerster, Shuman and Clark,
by Forrest A. Cobb for apnlmcunt

R. F. Grikam, for Clgy of Merced, interested
Partvy;

Hal. F. legzns for the Commlusnon staff.

CPINION

By the above-entitled application, filed Aigust 12, 1953

and as amended January 5, 1954, Crocker-Huffman Land and Waier
Company, a Californmia corporation, seeks an order of this Commission
authorizing increases in rates and charges for water service.
rendered in Merced and vicinity.

A public hearing in the matter was held before Examiner
Ezerson on February 24, 1954 at Mmerced. No person appeared a&s a
protestant to applicant's request for increased rateé.

Applicant’'s Position and Request

Applicant seeks an inc¢rease in annual gross revenues of
about $92,000, an amount which it estimates will be sufficient to
earn a fair rate ¢f return on its investment in water propérties
used in the Merced system.

Applicant alleges that its net revenues under existing
rates have stzadily declined during‘the past several years while

its investment in plant facilities has steadily increased. As a
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result; it finds that on.its rate bases{rangpgnbegween $862,000

in 1951 and $l;929;000?ip'l95a, the rate of return realized has
reéched a recordvipw_of gbput 1.7 per cent. It_segks‘to;improve

its earning poaﬁtion‘to one which would yield a rate of return of
slightly better thanlé_pg:‘cenp. On the average, this would require
a gross revenue increase of about 49 per cent.

This proceeding is applicant’s first rate-fixing proceed-
ing. Present rates Lave » remained substantially unchanged since
first esvablished approximately 65 years ago.

- Of the total of approximately 4,800 consumers connected
To the system, about 3;900 are served at flat rates. Billings for

flat rate customers are based upon a rate schedule which sets forth

individual charges for 54 distinct water usages. Such schedule is

51 /Zémdeldy and znvﬁggginstances outmoded. However, the present bill

for an average residential or commercial customer is approximately
2.10 per month. App icant proposes to simplify the rate schedule
by basing the monthly bill upon the area of the premises served.
On such bésis the same type of average customer on a Lot containing
7,500 square feet would be billed a flat charge of %3420 per month.
The proposed flat rates would range from a minimum of $2.70 per
month to $3.70 per wmonth for a lot containing 10,000 square feet.
Applicant serves about 900 consumers oh a measured basis.
It proposes increasing the minimum charge from £1.50 to @2,50 per
month but will supply an additional 300 cubic feet of water for
the increased charge. Succeeding blocks are proportionately
increased except for the terminal block which it proposes to keep
at the present charge of 7% cents per 100 cubic feet.

No increase in charges is proposed for public fire hydrant

service or for private fire protection service.
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Service to schools is presently billed on the basis of
TE,/'
average dally attendance. Applicant proposes to charge flat ratecg
rates for school service and for public park service based upon
the size of connection and the dimensions of the premises.

Agplicant's Operations

Applmcant corporatzon developed the water system and has
been its sole owner and operavor. In addition the corporation is
engaged in °ther enterprises, including a beef cattle operation,
rice lands, gecurmty investments and the control of a wholly owned
subszdzary who e funds are invested in securities. Applicant's
water operatzons are accounted for separately from any other
operations.

- The water system presently obtains its water supply from
nine deep wel’s at five pump stations. The water is delivered into
three elevated steel storage tanks, having an aggregate capacity
of 1 OOO OOO gallons and directly into the dmstribuxmon systen
during.pgrzods of peak demand. The dzstrmbumion system contains
over BOQ;QOOfeet of cast iron mains ranging in size from 16 inches
po 3 inches in_nomiga;.diameter. The present peak capacity of the
wel;s_and pumping equipment is in excess of 19,300 gallons per
minu;e, an amount well above the peak demands of present consumers.

Analzgis of Presentations

Applicant and the Commission staff, through exhibits and

oral testimony, presented detailed analyses of results of operations
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for the past years together with estimates of operations in 1954.

These presentations are summarized as follows:

' : Present Rates : Proposed Raves :
Item ¢ Applicant: CrFUC Staif Applicant:LPUC Staft:

Year 1952 |
Net Revenue $ 25,286 §$ 19,272 % $

Rate Base 938,409 935 560
Rate of Return 2. 69% 06%

Year 1223
perating Revenues $184,150  B18L,489  $27L4,728 $271,83L
Operating Expenses :
Before Taxes & Depr. 113,306 109,741 113, 306 106,828

Taxesa 30 163 30 716 78 683 77 792
Depreciation ‘g1 6

Total Oper. Exps.

Net Revenue 16, 868 - 17 LBL 58,926 57 616

Rate Base (Depr.) 990, 8&3 989,730 950.8L3 989, 730
Rate of Return 1.70% 1.76% 5.95% .82%

Year 1954 ' '
perating Revenues $192,116  $194,101  $286,717 $286.071
Operating Expenses
Before Taxes & Depr. 113,965 113,945 113,965 114,037
Taxes® . 32 ,032 32,106 78,501 77,282

Depreciation g,g 8 28,%8 g,alz 28,5;I
Total Oper. Exps. /L

Net Revenue 20 706 19, a98 68 ,838 66 200

Rate Base (Depr.) 1,019’ 696 1,064,010 1,019 696 1,0647010
Rate of Return 2.03% . 1.83% 6.75%  6.22%

a. Including federal income taxes at 529
b. Including fed2ral income taxes at 47%

It is apparent from the above tabulation that applicant is
not now earning a reasonable rate of return nor will it earn a
reasonable revurn if present rates are continued.

The record in this proceeding shows that although different
methods of adjustment and estimating were employed by the respective
experts of applicant and the Commission staff, the independently
determined amounts of revenues and operating expenses are in
substantial agreement. The only difference between applicant and
staff which is of significance lies in the determination of an
appropriate rate base for the year 1954. In this latter respe¢t

the major differences lie in the allowance for average raterials

=l
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and supplies; where applicant and staff differ by approximately
$40,000, and' in the amount of the depreciation reserve, where the
difference is adbout $3,000. Differences in other elements of the
rate base are nminor. In our opinion the evidence is clear thatv
applicant's derivation of the amount for materials and supplies
is preferable to that of the staff, while it is equally clear that
the staff-devermined reserve is more appropriate. In viey of the
evidence, therefore, we adopt the following as represeﬁiing a fair
and reasonable estimate of the results of operations for the fu};‘
year 1954 under the rates and charges proposed by applicant:

Net Revenue $ 66,500

Rate Base (Depreciated) 1,020,000

Rate of Return 6.52%

Conclusions

Applicant is entitled to relief in the form of increased
revenues and in the total amount sought. For the purposes of this
proceeding we find a rate of return of 6.52 per cent to be reason-
able on a fair and reasonable rate base of $1,020,000. The tariffs
proposed by applicant will be authorized.

-

3

Crocker-Huffman Land and Water Company having applied to

the Commission for an order authorizing increases in rates and
charges for water service rendered in the City of Merced and
vicinity, a public hearing thereon having teen held and the matter
having been submitted for decision,

IT IS HEREBY FOUND AS A FACT that the inc}eases in rates
and charges authorized herein are justified and that the existing
rates, in so far as they differ therefrom, for the future are

unjust and unreasonable; therefore,
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IT I3 HLREBY ORDERED that applicant is authorized to file
in quadruplicate with this Commission, after the effective date
of this order and in conformance with the provisions of General
Order No. 96, the complete tariff schedules set forth in Exhibit E
of the application hereiﬁ, as amended, and as specifically modified
by Appendix A attached to this order and, after not less than five
days' notice to the public and to this Commission, to make said
tariff schedules effective for all service rendered on and after
May 21, l954.

IT IS HEREBY FURTHER ORDERED that applicant, within forty
days after the effective date of this order, shall file four
‘cop:i.es of a comprehensive map drawn to an indicated scale not
smaller than 300 feet to the inch, delineating by appropriate
markings the various tracts of land and territory served; the
principal water production, storage and distribution facilities;
and the location of various properties of applicant.

The effective date of this order shall be twenty days

after the date hereof. , _
Dated a : Z, , California, this ciﬁﬁZ@EZé
; :

day of //}(Mj/ 5 1954.
President
@M %/ /4 @ &MM«L\/

(@wﬂu / 5

e @Zf/ﬂj

¢

; ‘\4@0gm13510nere
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APPENDIX A
Page 1 of 9

The tariff schedulos set forth in Exhibit E of the spplication herein
£iled Avgust 12, 1953, as modified by the amendment thereto f£iled Januery 5,
1954, are spproved as specifically medified below: , .

Title Ppoe
Approved without change.

Tabla of Contents

Revise rate schedulo titles to conform with the titles bereinafter

specifically designated, add reforence to "Service Area Map" following

Y YPrelininary Statement”, and make provisien for and 1ist C.P.U.C. Sheet
) Mumbers conteired in teriff book and 2dd reference to "Sample Forms".

\ /

Approved without change.

Service Ares Map

Following "Preliminary Statement" toxriff sbeet, add a tariff service
ares map, drawn to an indicoted scale upon 2 sheet 8% x 11 inches in size,
delineating thereupen in distinctive marlkings the boundaries of the Company's
present ares and the lccation thereof with reference 4o the immediate sur-
rounding territory.

© Schedules Nos, 1, 2, 3, 4.5 and 6
Substitute for the referred-to schedwles the following séhedules:




Schedule No. 1
CENERAL, METERED SERVICE

APPLICABILITY
Applicable to all umetered water service.

TERRITORY

Y IR

Within the incorporated limits of tho City of Merced and adjacent ter-
ritery in Morced County.

RATES Por Moter
Per Morth 'zﬁ“"

Quantity Rates:

Firat 1,500 CUsfte OF 1085 eevececccerccnces

Next 2,500 cu.ft., per 100 Cu.ft. .civenseee ° 15
Noxt 6;000 Cu.f‘t., per 100 cu.ft. cessessns J2
Nm 30’000 w.ﬁ.’ per 100 cu.m- 'l....l... ;lo
Over 40,000 cu.ft., per 100 Cu.ft. .cevee... 075

Minimum Charge:

For 5/8 x 3/4~inch moter eeseserssciencee..ili  $ 2050
For 3/4~inch neter LYY PP 325
FO}.‘ l—inChme'ter -no;;;-u.-.---oor-.-; L;

For 12-dnch mOLOr eeviiececevecernsens 6.00
For 2-I0Ch MOLOr seesiocervscavescsne 10.00
Tor 3=inch WOTOT cesceciicencnnvocecs 15.00
For LeInCh MOLOL svevsccconccsvanneos 20.00
For 6=Inch meter 30.00
For 8-inch MOTEr ceveraeviiiiinencies 50.00

The Minlmun Charge will entitle the customer

% the quantity of wator which that minimum
charge will purchase at the Quantity Rates.

SPECIAL_CONDITIONS

1. If & customer who is eligible for flat rate cervice requosts and ic
furnished metered service, a chamge to flat rate service may not be made
wtll metered service has been taken for & period of 12 cemsecutive months.

2. Customers whose requiremerts : over?urd +h tonm, may
re 6 unroasonable vestx%en*o inraﬂditzonal acif?tieg ’wg;ew inteﬁ‘ere
with the supply to the existing custemers » Wwill not be fﬂglied weter service

wcer this schedule. In such cases a special contract be reggired mder
%uch,tems a3 the conditions warrant, sub}j:ect %o approval by the Public
tilities Commission of the State of Calilornia.
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Schecule No. 2
RESIDENCE AND CHUHCFI ELAT RATE ERV'.ECE

APPLICA.BILI’I’Y

Applicable to water service furnished on a flat rate basis 'bo resi—
dences and churches.

TERRITORY

Within the incorporated limits of the City of Merced and adjacent ter-
ritory in Merced County.

RATES

For each single family residence or

ehurch, including a lot having an
orea of:

5,000 5q. ft. or 1655 eesecverivencnsn.
5;001 o 5’500 Sq_-ft'- .-.o.-lof-.--.--o--'oo-
5 501 - 6,000 sq.ft. -..-.:oo---n-;--o

6 001 - 6,500 Sq.f‘t'. ;-;-;;;.----;a--.
6 501 - 7,000 Sq.fﬁ- ;-;t;;og .o
;001 - 7,500 Sqoft- . '

7,501 - 8,000 Sq'.ft. ;l-.O.ll;;lolndon
8,001 - 8,500 sq.ft. .. o

8,501 - 9,000 sqg.ft.

9,001 - 9 500 S -ftv D;;...I;‘.;.;...ll

9 501 10,000 uqoft- ----o--oo-o-onyo-

For each ndditional 1,000 8q.4t.
or fraction thereof cevecscnsoas

In addition, for each residentisl wunlt
sorved from the same service commection

In addition, for each 100 cu.ft. of

capacity of each swixtning pool served
from the same service commection sevans

SPECIAL CONDITIONS

l. Al servico not covered by the abdove classification.s will be fur-
rished only on & metered basis, -




Schedule No. 2

RESIDENCE AND CHURCH FLAT RATE SERVICE

SPECIAL, CONDITIONS-~Contd.

2. Meters may be instelled at option of Company or customer for above
classifications iz which event service will thereafter be rendered only on
the bagis of Schedwle No., 1, Cenersl Metered Service, and must be continued

for not less than 12 months before it msay again be changed to flat rate
service.

3. The following shall be considered standard size service comnections
for the lot areas cpecified:

8,000 sq.ft. or less ........ 3/4~inch service conrection
8,001 - M,OOO Bq_-f‘t- ceonmwaas 1—inCh Bemco cm@“ion
14,001 = 50,000 3Q.£%. eases.. 1i=inch service comnecticn
50,000 sg.ft. or more  ....... 2=inch service comnection

If the custcmer requires the service commectiorn to be moved or
increased to a dismeter larger than the indiceted standard sizes above, the

customer shall pay the entire cost of removing the existing sexrvice and
installing the new service.

v




Schodule No, 3

SCHOOL AND PUELIC PARK FLAT RATE SERVICE

APPLICABILITY

Applicable to water service furmished on a flat rate basis to schools
ond public parks. L Ce , .

TERRITORY

Within the incorporated limits of the City of Merced and adjacent ter-
ritory in Morced Coumty. =~ . .

BATES 7 o TN Pex Month
For each m_/.l.-im_service connectionVer smaller ... $ 2.00
For " ~inch service comnoOCtion .eceececavonecs 3.00
For " 1A-inch service CONMNOCLION eveeeescaccose 5.00
For 2"'inCh Semce ConnGC‘Gion (X EE R RN NN RN ENE] 7.50
For " 3-inch service CONNOCLIOD .eecencnvnsens 15.00
For O Leinch service commoction cececcervecens 25.00
For 7 6-inch 5ervice COMNOCTION vevecorvereons 50.00

In cddition, for each 1,000 sq.ft. or fracticn o084
thereof’ per 1,000 sq‘ﬁ. ........-.lﬂﬂlﬂl......'... %
Iz addition, for each Yuilding on prezrniseé‘ o

served from the same service CORNOCLION eecuceccens 3.00

Tn addition, for each 100 cu.ft. of capacity

of swirming pools on premises served frem the
s8¢ SQI‘V:LCO comection  messsessssssssemssssreenane 0.05

SPECIAL CONDITION

Moters may bo installed at optien of Company or customer for above
classifications, in which event service will thereafter Be rendered. only on
the basis of-Schedule No. 1, General Metered Sexvice, and must be -comtinmued
for not less than 12 months before it may again be changed to flot.rate .
service... : T T s




Schodule No, 4

Pos 4sc PIRE HYDRANT SERVICE

APPLICABTLITY

7y 73

Applicable to all fire hydrant service.

TERRITORY

Within the incorporated limits of the City of Merced and sdjacent ter-
rivory in Merced County. R e -

RATE

Zex Moxth
For each mwt ...I.ll-..'..llt-.ll.l....I. 32-00

SPECTAL CONDITION

The Company will supply only such water at such pressure ag ey be
availeble from timo to timo as a result of its normal operation of the water
system. ' L '
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7 "\
8 Proreermon ‘

PRIVATE FIRE &R SERVICE

.

APPLICABTLITY
Applicable to service to all autematic fire sprinider systens.

TERRITORY -

. Within the incorporsted limits of the City of Merced amd adjacent ter~
ritory in Merced County.

RATES : Per Month

For each ‘4~inch $exvice COMMOCLION seveeevvrneoonon $ 4.00
For Q“h"e"inc.h aemco comection ....l.........-. 6‘00
For each 8-inch service connection etecsessesssssnas 8.00
For each 10~inch service connection evecssssnsvesnasn 10.00

SPECIAL, CONDITIONS

1. The applicant sball pay the cost of instelling the fire sprinkler
service.

2. The above rates are spplicable only to fire sprinkler systems to
which no comnections for other than fire protection purposes are allowed,
are regularly inspocted by the underwriters having Jurisdiction, are

installed according to specifications of the Compary, and are maintained to
the satisfaction of said Cempany.

3. If a distridbution main of adequate size to serve s fire sprinkler
systen in addition to all other normal service does not exist in the street
or alley adjacent to the premises to be served hereunder, then a service
nadn from the nearest existing main of adequate capacity will be installed
by the Company at the cost of the applicant.

4. The Company mey install the standard detactor-type meter approved

by The Board of Fire Underwriters for protection against theft, leakage or
waste of water.

5. The Company will be required o supply only such water at such
pressure as may be available from time to time as s result of the normal
operation of the system. Customers msay take water under this schedule only
in the case of fire or for the purpose of periodical tests and inspections.
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FLAT RATE SERVICE FROM.FIRE HYDRANTS

APPLICABIT.ITY

Applicable to water service Turnished from fire hydrants on o flat rate
basis for municipal, comstruction and temporary usages.

TERRITORY

Within the incorporated limits of the City of Merced and adjacent ter-
ritory in Merced County.

RATES Ber Month

City of Morced:

For ﬂ'us hj ne sewers W eeduieaass saess e e reseve s 315.00
For street Sweeper 0 000 eeseeneas’s ne . lo .Oo

Construction: Per Lineal Feot
FOI‘ puddling trenChes srussenswesaes s sun'ny $ 0001

Por Estimated
2,000 Gadlons

For sprinkling stroets and other wses
fo:' streot improvement WOrK eevveevenvoconi's, $ 0-15

Other Temporary Service: Par Doy
For eack circus or carnival -eceecevcrcvonned $ 5.00

SPECIAL CONDITIONS

1. At the option of the Company & meter will be instslled for service
umder this schedule.

2. Applicants for service wnder this schedule must obtain specific

guthorization from the Company before toking any delivery of water and shall
use only the hydrants designated by the Company.

3.. If & hydrant is damaged by & customer, the custemer shall pay the
cost of repalrs theroto. ,
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Rule and Regwlatfon No, 1
Appfoved wi'théu‘t chango.

Nl

P

Re N,

Approved L, as modified by amondment to opplico.tioanithout chango's

3
e

Bules and Remidations Weg. 3. 4, 5, 6. 7. & 9. 10.11. 12. 13. and._ 14

Approved without change.

Hn Lon N

Approved a5 modified by amendment to application oxcept as follows:

Zn_ﬁim_mm ¢hange "six inches in diameter”
to "four inches in dilameter" for basis of determining
cost of a ma.‘!.n ‘

In last po.ragraph correct "stud" to read "stub",

. ‘,

s Nogz,

Approved without chonge.

Sample Forms

Add samples of printed forms normslly used in connection with customers’
services.




