Doclision No. 53572 nRﬂGEMAl

BEFORE TEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of

MERLE R. EENDRIX and LOUIS SAFRANEK, JR.,

dolng business as OUTINGDALE WATER COMPANY,

for authority to inecroase thoir prosently Application No. 37847
ostablished rates to wator usors under

Soction LSl of tho Public Utilities Codo.

Louis J. Safranek, Jr., for applicants.
E. Ronald Fostor, for the Commission starsf.

QEINION

Nature of Proceoeding

Applicants, on March 17, 1956, filed this request for
an increase in ratos from ton dollars annually to thirty dollars
annually for public utility water service furnished teo approximately
55 flat rato consumers in a subdivision in El Dorado County, about
12 miles south of Placerville.

Applicants allege thst tho proposed rates will provide
2 3.9 por cont rate of roturn upon the 1955 invostmont in plant

and equipment plus estimatod 1956 additions in tho amount of

$10,000, and that such incroase 1s necossary in order to produco

sufflclent revenue to defray necessary operation and maintenance
exponses and to yield a reasonadble roturn on the investment Iin
utility proporty.

The application also sots forth a request for an incroase

from $2.50 to $3.50 for what it describes as a charge for a service
éonnection.

Public Hoaring

The application was submitted for docision at a public
hearing held June 22, 1956, at Placerville, befero Examiner Edward
Fo Walsh. A numbor of consumers of the system, Iincluding both
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permanent and summor residents, perticipated in the hearing. The

rocord also includes a detailed report (Exhibit 7) of an

investigation of theo operations of the system by a momber of tho

Commission's Hydraulic Section, who tostifiod at tho hearing.
Dogeription of Present System

Applicants acquired the wator system in November, 1955,
(Docision No. 52227, Application No. 37407) from prodecessors who
supplied water to consumers by private agroemonts until 194.3.
3y Decislon No. 39949 dated Februery l, 1947 in Case No. 4726,
this wator company was doeclared to be a public utility and the
ratos prosently in effect woro thon established.

he system recelives its water from the middle fork of
the Cosumnes River by virtuo of a proscriptive right filed with
the State Board of Water Resources, of ono second foot of water.
Water 1s impounded bohind a dem across the piver at the subdivision
and pumped from the dam site to a 4.5,000~gallon concrete reservoinr
at a sultable elevation to supply the system by gravity.,

At the boginning of 1996 the transmission and distribution
systom consisted of approximately 7,550 feet of pipe ranging in
size from 3/L-inch to 6 inches. Sinee that time approximately
1,200 foet of b-inch and 1,700-feot of 3%4-inch pipo have been
addod or relocated. These additions and relocations wero made in
order to eliminate water prossure deficicncieos in cortain parts
of the system duwring pesk summor demand periods. This was the

major complaint of customors with relation to past service of tho

company.
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Results of Operation

The record indicates that the company has operatod at a
loss every year since 1948. The tabulation below summarizes the
rosults of opéeration at present énd proposed rates as developed
by the Commisslion!'s staflf engineer in Exhibit 7 and at proposed

rates as doveloped by applicants! accountant. Applicants made no

estimate of rosults for 1956 at present rates.

[

-

1956 Egtimated .
Staff -3 Company
Prosent:Proposed: Prosent:Proposed
Rates Rates * Rates : Rates
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Total Operating Rovenues $ 600 $ 1,800 ———— $ 1,800
Total Operating Expenses 1,628 1,664 - 1,420 .

Incl. Taxes & Deprociation

Net Revonuo (1,028) 136 390 -

Average ‘Depreciated Rato Baso 10,303 10,305 10,000

Reto of Roturn === 1.32% 3+9%

( Red Figuro )

Tho ostimate of total operating revenue is based upen’ an
annual flat rate of thirty dollars end an estimato of 60 customers
in 1956. The rccord discloses that some soasonal customers
expressod dlssatisfaction with being charged tho samo rate as
permanent rosidents. The record also indicates that thore are
approximately six permenent residents, two of whom are the oporators
of the system, and the system 13 operated and meintained on a yoar-
round basls. The system is not meterod.

Summary and Conelusion

The record establiches that this utility is in need of
additional revenue in order to continue to provide adequate service.
The estimate of total operating oxpenses for 1956 by

applicants appears to bo unreasonably low and witheut basis or
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actuel experience of the company in 1955 or Iin the first part of
1956, The estimste of +the Cormission's staff ongineer, on tho othor
hand, appears more reallstic and has a basis in past oxporlence of
tho company and will therefore be adoptoed by this Commission as
being a reasonable estimate. The difforencos in the rate base are
not slgnificant but the rate base developed by the Commission's
staff engincer has boen more accuratoly cdeovolopod and will therofore
be the one sdopted for the purposes of this procooding.

It does not appoar foasible at this timo to establish

& scasonal rate as well as an annual flat rate. Tho systom l1s

oporated on a year-round basis for the benoefit of all consumers

should they desire to use it. Tho number of pormanont rosidents

s small compared to the number of seasonal rosidents. Any reduction
in The form of a seasonal rato could only be obtained at tho oxpense
o an excessive rate being assessed agalast tho pormanent rosidents
in ordor to produce the nocessary rovenue to operate the systam
satisfactorily. Such & rate could only bo equitably established
under these circumstances in o metored systom. Tho installation

of meters and relateﬁ oxXponsos would result in the need for tho
establishment of a higher rate than now roquested.

The record also indicates that the company's rules and
regulations need to be revised and brought up to date and that the
rocommendations contained in Chepter 12 of Exhibit 7, tho staff
report In evidence, should be carried out. The conmpany Ls spocif-
lcally directed to fonce the reserveir arca and to install locks
on the reservelr door and fonce gate. This work is to bo comploted
by Docember 31, 1956,

The evidence revealed that applicants' request to
increase to $3.50 a chargo for a sorvice connection rofors actually

.to a charge for rocomnection of sorvice after discontinuance for
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violatlon of rules or nonpayment of bills. This increase will not
Do authorized. However, applicants' attention is dircetod to
Doclslon No. 53204 in Case No. 5663 wheroin Genoral Order No. 103
was adoptod and established providing for Service Standards and
Service Rules for water utilities under the Commission's
jurisdiction. Applicants, in £iling their new rules as directed
above, may include in such rules the provisions rolating to charges

for reconnoction as sot forth in Part I, paragraph 6-f of saild

General Order No. 203.

The rates proposed by applicants are hereby found to Dbe

reasonable and while we recognize the rate of return to be

realized under theseo ratos is low, this is to be anticipated during
this periloed of dovelopment of the subdivision. Furthermore, in

& systom this size, slight variations in revenue or expense tend
to exert & marked influence on the rate of return and the trend

should Yo upward with a continucd increase In tho number of

consumers to be expectod,

Morle R. Hondrix and Louis Safrenck, Jre., doing business
as Qutingdale Watex Company, having appliod to this Commission for
an order authorizing an incroase in rates, a public hoaring having
boen held, the mdtter having been submitted and now being ready
for decision, ‘

IT IS HEREBY FOUND AS A FACT that tﬁe incroase in rates
authorized herein is justified and that prosent rates in so far as
they differ from those herein preseribed, for tho future are unjust
and unreasonable; thererore;

IT IS HEREBY ORDERED:

lo That applicants are authorized to file in quadruplicate

with the Commissilon alter the offoctive dato of this order, in
-5_
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conformity with Genoral Order No. 96, the schedule of rates as
shown in Appondix A attached horeto and, on not less than five days!
notico to tho Commission and to the public, to make such rates
offective for service ronderod on and aftor Soptombor 1, 1956.
2. That applicants shall file with this Commlssion within
forty days aftor the offoctive dato of this order four coples of
a comprohonsive map aceoptable to this Commission, drawn to an
indicatod scale not smaller than 100 feet to tho inch, delinecating
by appropriato markings tho verious tracts of lsnd and torritory
served; the principal water production, storage and distribution
facilitlos; and tho location of theo warious proportios of applicants.
J+ That within thirty deys after the offoctive date of
this ordor, applicants shall file with this Commission four sots
of up-to-date rules governing customor rolations, together with
rovisod tariff sorvice arca maps acceptablo to the Commission and
in conformity with tho provislons of the Commission's Gonoral Ordoer

No. 96. Sueh rules and tarlfl seorvice aroa maps shall bocomo

offoctive on fivo days' notice to tho Commission and to tho public

after filing as hereinabove providod.

L. That applicants shall completoly enclose the roservoir
area by o suitablo fonce and shall install locks on tho resorvelr
door and tho fonce gate; and that this work shall be complotdd by
December 31, 1956, and within fiftoon days aftor tho complotion
thereof applicants shall notify this Commission in writing of the
date when such work was comploted.

5. That boginning with the yoar 1956, applicants shall
detormine deprociation oxponsoe by multiplying the depreciablo fixod
capltal, exclusivo of plant provided through contributions in aid

of construction, by a rate of 2.1 por cent; that this ratc shall be
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used until review indicates it should be rovisod; that applicants
shall roviow the deprocilation rato, using the stralght-line
romaining lifo mothod whenover substantial changes in doproclable
capital occur and at Intorvals of not morc than five yoars, and
revise the abovo rate in conformanco wlith such review; and that
rosults of thoso roviews shall bo sutmittod to thoe Comnmission.

The offective dato of this order shall bo twenty days
aftor tho date hercof.

Datod at San_Fwnoleacs » Californils, this _éf:ﬁé:

day of

m ’ Proztdent

o fadie )

v

Commissioners

Commissionoer.......Ray E: Untereiner , bolng
nocessarlly absont, did rot participate
in tho dlsposition of this procooding,
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APPENDIX A

Schedule No. 2R
ANNUAL RESIDENTIAL FLAT RATE SERVICE

APPLICABILITY

Applicable to all residential flat rate water service furnished
on an annual basis, :

TERRTTORY

The unincorporated cormunity of,Outingdalq, El Dorado County.

RATE

Per Service Comnection
Per Year

For each residence including premises ........ $30.00

-SPECTAL CONDITION

The gbove annual residential flat rate applies to.servico during

the 12-month period commencing January 1, and is dve and payable in
advance of commencement of service,




