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DRIGINAL

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Decision No. S~V44A4

In the Matter of the Application of )
CITIZENS SUBURBAN COMPANY, a coxrpo- )
ration, for authority to imecrease )
its rates and charges for its water )
system serving the unincorporated )
areas known as Rosemont Subdivision )
and Cordova Towne, east of the City )
of Sacramento, Sacramento County. )

Application No. 39837

Grehem, James & Rolph, by Boris H. Lakusts, for
applicant.

Richard C. Price, for Rosemont Home Owmers and for
Price & keymolds, Developers of Rosemont, protestant.

Harold J. McCarthy and John R. Gillanders, for the
Commission staif. ‘

OPINION

By the above entitled application filed February 19, i958,
. Citizens Suburban Company, a coxporation, seeks an order of:thf;~
Commission authorizing an increase in rates for water servicé "
rendered in the unincorporated areas known as Cordova Townéagndf
Rosemont Subdivision in Sacramento County. Both areas are adjécenc
to U, S. Righway 50 and are located approximately 13 and ll'miles,
respectively, east of the City of Sacrsmento.

Public Hearing

After due notice a public hearing was held before Examiner

E. Ronald Foster at Sacramento on June 5 and 6, 1958, A few
customers of the utility attended the hearing but none of them
teStifie&.' |
Witnesses on behalf of applicant presented oral testimony

and supporting exhibits xrespecting applicant's operations and also
_congerning applicant's-relations with its affiliate, Citizens

tilities Company of California, as well as with its parent,
Citizens Utilities Coupany, a Delaware corpdracion.

-]=




: . ",
A=-39837 DR

Witnesses for the Commission staff also presented evidence,
both oral and documentary, concerning the results of theii independ=-
ent studies and analyses of épplicant's operations, including the
relations with its affiliate and parent.

Richard C. Price, a parxtner of the fimm of Price and
Reynolds, subdividers and builders in the Rosemont areas, and claim-
ing to represent also the Rosemont home owners, procested the
requested increase in water rates and testified concernming the
current and anticipated development and increése in the number of
~ homes in the Rosemont area.

Subject to the later £iling of three exhibits, the last
of which was received by the Commission on June 20, 1958, the matter
was submitted and 18 now ready for decision.

Agplicﬁnc's Request

Basically, applicant requests the Commission to establish
rates fbrlwater service which wi11 enable applicant to realize a
7.5 percent rate of return on its rate base. To yield such a returm,
applicant proposes rates estimated to produce annual g?oss revenues
of $13,463 based upon the anticipated level of businesé during 1958,
an increase o£v$$,783, ox 75 percent, moxe than thé $7,680 gross

revenue eStiﬁated'as obtainsble for that year at the rates presently
in effect.l/ | -

Applicant aiso requééts authority to revise Section A

of its Rule and Regulation No. 7 pertaining to the amount of deposit
_required to establish ére&it for metered sérﬁice. Applicant claims
that the present rule does not provide adequate protection against
uncollectible bills and proposes that the amoﬁnt of depoéit required
i/ From kxhabit D of application.
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for domestic service be twice the mounthly minimm charge for the
size of the meter serving the premises and for all other service an

amount equal to twice the estimated average monthly bill, but not
less than $10.00. |

Rates, Present and Proposed

The presently filed rates were authorized by the Commis='
sion's Decisions No. 53808 and No. 53807 dated September 25, 1956,
in Applications No. 37236 and No.. 38126, respectively, and have
been in effect since December 2, 1956. The following comparative
tabulations summarize the present rates and those proposed by
applicant as set foxth in its application, for both the Cordova

Towne and the Rosemont Subdivision tariff areas:

GENERAL METERED SERVICE

. Pex Meter Per Month
Cordova Towne Rosemont Subdivision
Pres- Pro~ Pct. Pres- Pro=- Pct.
ent posed In- ent posed In~
Rates Rates crease Rates Rates ¢rease

Quentity Rates:

First 1,000 cu. ft. or less $ 2.50 $ 4.40 76.0% $ 2.75 % 4.80 74.5%
Next 4,600 cu. ft., per

100 cu. f€, ccevevcrecennn .20 .35 75.0 22 .38 72.7
Over 5,000 cu. ft., per

100 cu. ft- sseveveesacsse .ls 025 66‘-7. -16 -28 75-0 .

Minimm Charge:

For 5/8 x 3/4-inch meter 2.50 4.40 76.0 2.75 4$.80 74.5
For 3/4~inch meter 3.50 6.15 75.7 3.75 6.60 76.0
For leinch meter 6.00 10.50 75.0 6.00 10.50 75.0
For lk-inch meter 12.00 21.00 75.0 12,00 21.00 75.0
For 2=inch meter 16.00 28.00 75.0 16.00 28.00 75.0
For 3-inch meter 29.00 50.00 72.4 29.00 50.00 72.4
For L=inch meter 45.00 80.00 77.8 45.00 80.00 77.8
For 6=inch meter 85.00 150.00 76.5 85.00 150.00 76.5
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RESIDENTIAL FLAT RATE SERVICEZ

Pex Service Per Month
Rosemont
Cordova Towne Subdivision
Pres= Pro- Pres=- Pro=-
ent posed Pet. ent posed  Pet.
Rates Rates Iacr., Rates Rates Iner.

1. 3ingle-family residence
including premises having
an area of:
- 8,500 sq. ft. or less $3.00 $5.25 75.0% $3.25
8,500 to 10,000 sq. ft. 3.25 5.70 75.4 3.50
Over 10,000 sq. ft. per

100 squ fto .03 .05 66.7 .035

For each additional resi-
dential unit on the same
premises served from the
same service commection 1.00 1.75 75.0 1.25

For each evaporative-type

cooler in addition to

regular flat rates, June

through September: <
None¢irculating type .50 .90 80.0 .50 .90

3. These flat rate chaxrges apply to service connections
not laxger than 1 inch in diameter. All sexvice not
covered by the above classification will be furnished
only on a:metered basis.

. PUBLIC FIRE HYDRANT SERVICE
Both Cordova Towne and Rosemont subdivision Arcas

Per Hydrant Per Month
Present  Yroposed Perxrcent -
Rates Rates ‘Increase

Wharf Utility $2.00 $3.50 75.0%
Wharf Public Authority 1.50 2,60 73.3

Standard Utilicy 3.50 6.15 75.7
Standard Public Authority 2.25 3.95 75.6
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Sodium fluoride is added at the well sites to the water
supplied in Rosemont Subdivision but not in Cordova Tovne. This
accounts for the differentials, ranging from 0 to 25 percent, between
the rates and charges in the two tariff areas.

Although the present and proposed rate schedules for both
tariff areas specify charges for evaporative-type coolers, applicant
has not been billing this additive charge to customers having such
equipment. At the hearing, applicant requested that its application
be amended to delete the said charge from its proposal, alleging
that this tariff provision is impractical to administer.

With reference to public fire hydrant service, at the
beginning of 1958 there were 21 wharf-type bydrants being served
by applicant, 13‘of which are owned by public authorities and 8
by the utility. However, applicant has been billing for all hydrants
at the public authority ownmership rate and applicant has asserted its
intention to continue this method of charging for public fire hydrant
sexvice.

At the presemt time there are no meters in either tariff
area, all sexvice being rendered at flat rates. However, applicant
considers it desirable to have rates for metered service on file
in the event there should be some commercial users in the future.

Summary of Showings

The following tabulation compares the respective showings

of applicant and the Commission staff, extracted from Exhibits No. 1

and No. 4-A in this proceeding:




A-39827 IR

SUMMARY OF EARNINGS
YEARS 1957, 1958 AND 1959

Year
1957

Year 1958 Estimated

Adjusted Present Rates Proposed Ra
Applicant Applicant Starf

Cpexating Revenues

Ogeratin% Expenses:
er than Deprec.&Taxes

Depreciation 2,158
Taxes - General 980
Income Taxes:
S.L.Tax Depreciation) 25
Accel.Tax Depreciation) -

$ &,152
2,473

$ 9,225
5,329

3,029

1,980
25

$10,000

5,000
2,960
2,010

25
25

PO £es
Applicant Statt

$16,172 $17,700

5,381

3,029
1,980

5,000
2,960
2,010

2,256
1,201

Total Operating enses:
(S.L.Tax Depreciation) 5,636
(Accel,Tax Depreciation) =~

Net Revenue: ‘

-L.Tax Depreciation) ( 1,484) ( 1,138)

Accel.Tax Deprec.)

Rate Base (Depreciated)

69,360
Rate of Return:

-L.lax Depreciation) ( 2.147%) ( 1.36%)

(Accel.Tax Deprec.)

10,363

83,967

(Red Figure)

Operating Revenues
eratin ses:
upply, Power & Purification
Transmission & Distribution
Accounting, Collect. & Promot.
Admipistration, Gen'l. & Misc.
Subtotal
Depreciation
Taxes =~ General
Income Taxes:
ES;L.TaxDepreciation)
Accel..Tax Depreciation)
Total Operating Expeunees:
gsbL.Tax,Depreciation)-
Accel.Tax Depreciation)
Net Revenue: : ,
éS.L.Tax Depreciation)
Accel.Tax Depreciation)

Rate Base (Depreciated)
. Rate of Returm: S

.L. 1ax Depreciation)
Accel. Tax Depreciation)

9,995
9,995

5
5

78,000

e17%
1%

12,221

83,967
4.71%

Year 1959 Estimated

Applicant Sta

12,226
11,261

5,474
6,439

78,000

7.07%
8.27%

$14,022

532
e
7506

32651

2,505

25

$16,700

4,400
450
L

521.30

3,060

25
25

- Applicant Sta

$24,585 szs,sboj

4,584
532

1,270
1,500

- 7886

3,651

2,505
3,393

4,400
450
17850
» -
5,180
3,060

3,657

13,987

35

95,699
0.04%

16,065

16,065,

635
635

84,000

«3%
.8

17,435 |
=7 18]060

7,150

95,699
7.477,

B
-

2020 -
19,697
1332287
84,000
10,57,

12,4
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1. Eveporative~Type Coolers

Both' showings in the above tabulation are predicated om the
applicant's proposal to climinate charges for evaporative-type coolers,
with no revenues being included therefor. The staff also estimated
xates of return with revenues from coolers imcluded as an approxima=-
tion. A house-to-house survey, made by applicant on June 13, 1958
of‘the oumber of coolers in operation in both arxeas, the results of
which are shown in late-£filed Exhibit No. 6, indicates that the cooler
revenues as estimated by the staff were considerably too high.

2. Cordova Towne Distribution System

Applicant's estimsted rates of return are based on the
acceptance by the subdivider of applicant's offer to termimate the
percentage of revenue method of refund which is applicadle to the
Cordova Towne Unit No. 1 distribution system, through the payment of

the present worth of & 6% ammuity, while the staff’s results in the

above tabulation are based on the continuance of the refunding by

the percentage of revenue method.

On the basis of acceptance of the utility's offer to pay
the present worth, the scaff's corresponding rates of return on the
resulting estimated average depreciated}rate bases of $83,500 and
$54,500 for the years 1958 and 1959, xrespectively, are as follows:

 Rate of Return

Estimated S. L. fax  Accel. Tax
‘Yeax Rates Depreciation Depreciation

1958 Present - 0.17% 0.1%
1958 ' Proposed 6.6 7.7
1959 Present 0.9 0.9
1959 Proposed 9.4 11.1
Late-filed Exhibit No. 7 reveals (1) that on May 14, 1956,
S. & J. BHomes, the original subdividers of Cordova Towne, had assigned

to Morris Abouaf their Interest in the refunds payable in commection

-7’
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with the distribution system, and (2) that, by an agreement dated
June 18, 1958, sald Morxis Abouaf will release applicant from the
refund agreement upon the receipt of $10,413.23 to be paid to him
on January 31, 1959.

3. Trend in Rate of Rerurn

While the staff's estimated rates of return axre higher
than those estimated by applicant, it may be noted that both showings
indicate a substantial upward trend, which a staff witness teétified
will continue for the next few years due tb anticipated xapid customer
gravth coupled with a relatively slow increase in rate base through
the employment of the main extension rule for distribution plant

additions.

4. Income Tax Depreciation

In the foregoing tabulation, both the applicant's and the
staff's estimates of operating expenses, met revenues and rates of
return reflect income taxes based on the assumption of straight-line
depreciation. The staff has also estimated these items to reflect
applicant's actual basis of taxes on income.

Since the beginning of its operations im 1956, applicant
has taken advantage of accelerated depreciatiom permitted by the
proviQions of Section 167 of the 1954 Internal Reverue Code. Appli-
cant's witness testified, however, that applicant would abandon its
past practice in this respect and return to the method of calculating
depreciation expense on the straight-line basis if the Commission
intended to rendexr its decision herein on a basis by which the appli-

cant would gain no advantage from such accelerated depreciation.

In sﬁpport of its testimony, applicant presénced Exhibit

No. 2 which is a commitment respecting accelerated depreciation.

-8-
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Applicant declares that 3if the Commission deterxmines in this proceed-
ing that the tax deferral rvesulting from the use of accelerated
depreciation in the calculation of federal income taxes should flow
through into earmings for rate-making purposes, then applicant
commits itself for the property involved in this application to elect
and use the straight-line method of depreciation for income tax
purposes., -

In view of this commitment, therefore, we shall calculate
applicant’s income tax expense on the basis of straight-line deprecia-
tion., This anticipates that applicant will make suitable application
to the United States Intermal Revenue Service for permission to
revert from the basis of accelerated deprecisgtion to straight-line
depreciation and that the necessary approval will be obtained. It
is understood that 2pplicant has not yet £iled its federai income
tax return for the calendar year 1957. Should applicant, for aﬁy
reason and despite this decision, continue to c¢laim accelerated
depreciation in its tax returns for the years 1957 and 1958 or any
future year before a f£inal decision on the general issue of acceler-
ated depreciation is rendered by the Commission, applicant will be
expected to so report Lmmediately to the Commissiom, ﬁhereupon the
Commission xeserves the right to xeopen this proceeding to adjust
the rates herein authorized in such manner as it may find to be
appropriate.

Applicant'also introduced Exhibit No. 3 which is a further
commitment respecting certain deductions which, for accounting and
rate-making purposes, have been capitalized, or charged to the
depreciation reserve account, but which have been taken as an expense

item (deduction) for federal income tax purposes. In the current

proceeding, the staff has followed applicant's past practice in taking

-9-—
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the deductions itemized in this commitwent. In the event that appli-

cant actually changes its practice by not taking such deductions, the
Commission will give due consideration thereto in commection with
any later proceedings.
5. Revenues

It may be observed that the staff's estimated revemues are
considerably highexr than those of applicant. A review of the direct
evidence and of the cross examination of the witnesses pertaining to
this subject indicates the differenmce is due to several factors:

(a) Customer Count., In 3 house-to-house survey made
by an engineer of the Commission's staff on .
April 21, 1958, he found 91 customers in Coxdova ..
Towne and 140 in Rosemont Subdivision or a total
of 231 customers actually being served with water,
which total was found to agree closely with the
applicant's office recoxds. However, Table 3-A
of applicant's Exhibit No. 1 shows only 132 and
202 total customexrs for the months of April and
May, 1958, respectively, as the estimated number
of customers from which revenues were calculated.
This difference Is reflected throughout the year
so that the applicant's asverage of 223 customers
for the year 1858 differs from the staff's average
of about 250 customers., At the end of the year
1958, applicant estimated a total of 287 customers
while the staff estimated 91 in Cordova Towne and
about 224 in Rosemont Subdivision, or a total of
approximately 315 customers. It may be pointed
out here that the testimony of Richard C. Price,
oa behalf of the developers of Rosemont Subdivision,
was to the effect that, in addition to 150 homes
in Unit No. 1 already completed at the time of the
hearing, 123 more houses in Unit No. 2 were expected
to be completed by the middle of July and 124 more
in Unit No. 3 would be ready for occupancy by the
end of December 1958, making a total of nearly 400
houses in Rosemont Subdivision alome. Units Nos. &
and 5 are planned for development in 1959. The
evidence indicates that the houses are sold and

occupied quickly after their completiom, resulting
in added customers for applicant.

Anticipated Growth. In addition to the underlying
difference between the two estimates of customers
for the year 1958, for the year 1959 applicant
estimated a growth of 108 customers as compared
with the staff'’s estimated addition of about 185
customers. The resulting averages for the year
were 346 and about 400 customers, respectively, as
estimated by applicant and the staff,

-10—




A=39837 DR

Fire Protection Serxrvice. Analysis of the two
estimates of revenues frem fire protection
service rendered through public fire hydrants
shows that while they are in fairly close
agreement for the year 1958 at both present

and proposed rates, applicant has estimated

no increase in such revenue for 1959. Om the
other hand, the staff has estimated that
revenues from this source will inerease approxi-
mately in proportion to the number of customers
who will be afforded the fire protection service
from additional hydrants to be installed in
connection with the water supply and distribu-
tion facilities.

From a review of all the evidence relating to the number
of customers and the revenues obtainable therefrom, it appears that
the staff's estimates are realistic and reasonable, even though they
do not fully reflect the predictions of the subdividers. The staff's
estimates of operating revemues for the test years 1958 and 1959 will
be adopted as reasonable for the purposes of this proceeding.

6. Operating Expenses, Taxes and Depreciation

Although a comparison of the two showings reveals differ-
ences in the individual items and groups of expenses, the total

amounts of operating expenses, general taxes and depreciation for

the year 1958 agree within reasomable limits of estimating accuracy.

The same is true for the year 1959 for the total operating expenses
other than taxes and depreciation.

The staff's estimates of depreciation and gemeral taxes
for the year 1959 are $1,529 and $555, respectively, higher than
those of applicant. These higher amounts reflect the greater plant
investument estimated by the staff as necessary to serve the antici-
pated increase in the number of customers.

Taxes on income vary, of course, with the amount of taxable
income which, in turn, depends upon the estimated gross revemue and

the allowable deductions. This accounts for the staff's estimates

D . A
AT L A
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of Income taxes, using straight-line depreciation, being somewhat
higher than applicant's in both yeare 1958 2ad 1959.

The staff's estimazes of expenses, including taxes and
depreciation, appear to be consistent with its customer and revenue
estimates and they will be adopted as ressomable for purposes herein.

7. Rate Bases

Botk applicant and staff used the same amounts for utility
plant and the depreciation reserve balances at the beginning of the
year 1958. The amounts budgeted by applicant for construction
during the years 1958 and 1959 were $39,000 and $2,500, respectzvely,
whzle the staff's estimated net additions to plant for the same two
years were $43,500 and $56,300, respectively. The resulting large
differences are mostly offset in the rate bases by correspondingly
greatexr deductions by the staff for contributions and advances for'
construction. Smaller differences appear in the two showings of
the amounts estimated for allocation of common utility plant at
Redding and North Sacramento, for materials, supplies and working
cash, and for accruals to the depreciation reserve because of some=-
what longer lives for some classifications of plant used by the

staff. Following is a comparative tabulation of the average depreci-

ated rate bases for 1959 as developed by applicant and by the staff.
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Estimated Rate Base for 1959

Applicant Staff

Utilicy Plant, beginning of year $127,705 $132,205
Utility Plant, additions during year 2,500 56,300
Utility Plant, end of year N N

Utility Plant, aversge for year 128,955 188,000
Allocation of Common Plant 1,150 1,400
Total Plant, average for year > 155,700
Materials, Supplies and Working Cash 1,000

- 700
Subtotal 30,005 1905100

Deductions:

Average Depreciation Reserve 7,320 8,200

Average Contributions 6,822 6,900 .
Average Advances for Comstruction 21,264 80,300

Total Deductions 35,406 'Tﬂ;ﬁﬁNT

Average Depreciated Rate Base 95,699 94,700
Use ‘ 95,699 94,500

Both of the gbove derivations are based on the premiée that

the termination of the main extension contract applicable to the
Cordova Towne Unit No. 1 distribution system had been accomplished
about the middle of 1958. The fact that the main extension contract
will ot be terminated until Jamuary 31, 1959, as evidenced by
Exbibit No. 7, will not have a material effect onm the estimated rate
base. The staff anticipated that other wmits of distribution faciii-
ties, to be financed largely through advances for construction, will
be completed In Jamuary of 1959, and such additions to pléﬁt were
.weighted accordingly in arriving at the average for the yeaxr.

The staff's treatment of the various elements and compoments

of rate base appears to be fair and reasomable and the amount of

$94,500 developed by the staff for the year 1959 is hereby adopted

3s a reasonable rate base upon which to test the reasonableness of

rates proposed by applicants and of rates to be authorized in this
proceeding.
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Opposition to Rate Increase

As hereinabove stated, Richard C. Price protested any

increase in rates. He stated as one reason that Sacramento people
are accustomed to low water rates and for another reason that rates
higher than those now being charged by applicant will act to deter
ssies of homes in the service area. It was his fecling that with
customers being added at the rate that houses axe planned.to be
completed, applicant's revenues at the present rates will be
compensatory.

Although this witness admitted that residential construc~
tion had not come up to his expectations since applicant begen
operations in the area, he gave the following reasoms to support his
contention that such construction would now proceed rapidly in
accordance with his predictions, namely: (1) proximity of the two
areas to the City of Sacramento; (2) increased activity at nearby
Mather Field involving zzny bundreds of Alxr Force and civilian
persommel and related servicing of their families; (3) relaxation
since March 1958 of down payment controls by the Federal Housing
Administration; (4) recent elimination by the Veterans Administration
of any down paymen:; and (5) a concurxent increase in the legal
interest rate which tends to encourage savings banks and insurance
companies o invest their money.

Proposed Rate Schedules

Several aspects of the form and lewvel of zates proposed by
applicant require comment.

1. Fluoridation of Water

It is assumed that the cost of producing and distributing
water in applicant's two areas is the same except for the fluorida-
tion of water served in Rosemont Subdivision whereas that served in

Coxdova Towne is not fluoridated. Since rates were first established

=14
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for the two tariff areas, the cost of such fluoridation has been
represented by a basic differential in water rates of 25 cents per
month per service plus some incremental amounts in the charges for
additional use of water. Applicant has requested a substantially
uniform increase of 75 pexcent in all rates and charges for both
areas. This would result in increasing the basic differential in
water rates between the two areas to 45 cents per month per service
plus correspondingly larger amounts in the incremental charges.

Where fluoridation of water is done, from a practical
standpoint it is necessary to treat the entire supply of water,
regardless of its eventual use for driﬁking, ixrigation; sanitary
or other purposes. On the other hand, it is generally recognized
that the benefits of fluoridation accrue only to people from the
water internally consumed.

The zecord herein contains nothing pertaining to the cost

of fluoridating water. Therefore, in this situation it is mnecessary

to determine the amount of the differential in rates between the two

areas arbitrarily. Based on informed judgment, an amount of 25 cents
per service per month is considered as reasonable to rxepresent the
total cost of fluoridating water delivered to consumers in Rosemont
Subdivision. That amount will be maintained as a failr and equitable
basic differential in rates between applicant's two tariff areas.

In the design of both meter and flat rate schedules to be authorized
herein, the differential of 25 cents per service per month will be
used without any amounts in the incremental charges for additiomal
use of water, except in the case of an additional residential unit

sexved from the same service where the same 25-cent differentiai

will also apply.
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2. Evaporative-=Type Coolers

Applicant has requested that the additive charge for
evaporative=-type coolers during the months of June through September
be eliminated from the flat rate scrvice schedule. At the insistence
of the Commission's staff, applicant was required to make a survey
to detexrmine the mumber of such coolers in use by its customers.

The results of the house-to-house survey completed on June 13, 1958

are shown in the late-filed Exhibit No. 6. The following tabulation
shows the potential additionsl revenue fror the number of coolers

in operation om that date, ac both present and proposed rates which

are the same for both tariff areas:

4~=Mos. Charge Anmual Revenue
Type of No. of Present Proposed  Present Procposed
Cooler Coolers Rates Rates Rates RALeS

Circulating 29 $0.80 $1.40 $23.20 $40.60
Noncirculating 14 2.00 3.60 28.00 50.40

Total 43 - - 51.20  91.00

The total number of coolers in operation on the date of

the survey is about 18 peréent of the total estimated number of
applicant's customers in June. The potential additiomal revenue
from coolers represents about one-half of ome pexcent of the total
revenues, The administration of such a rate requires repeated
surveys and is a source of annoyance to applicant's customers. It
appears that the eliminstion of this additive chaxge, applicable to
four months of the year, will create no unreasonable discriﬁination
and therefore applicant’s request will be granted.

3. Public Fire Eydrant Service

The rates foxr public fire hydrant service on file and as
proposed by applicant are the same for both tariff areas and are
higher for hydrants owned by the utility than forxr those owned by the

public authority. In each case, installation, maintemance, painting

-16-
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and inspection is done at the expense of the owner.' Therefore, é
differential in rates according to ownership is equitable and reason-
able. The present rates are those established at ﬁhe beginning of
applicant's operations and applicant has requested the same 75 percent
increase as for other rates and charges. Without any evidence avail-
able as to the cost of remdexing service for fire protection in
conjunction with the primary service of water for residential and
other purposes, it becomes necessary to establish rates for fire
hydrant service on a more oxr less arbitrary basis. One criterion
for determining rates is the value of the service rendered. The
application of a straight percentage increase to initiasl, arbitrarily
determingd rates may produce unreasonable results. 'Accordingly,
in the order which follows, the rates for public fire hydrant serﬁice
will be determined by the exercise of informed judgment to arxrrive
at results which will be fair and reasonable to both the utility and
the beneficiaries of the service rendered,

In 2ny event, it is incumbent upon applicant to charge
and collect for the service rendered at the authorized rates without
deviation. If necessary, recouxrse may be had to the appropriate
court of the land to enforce payment of the proper charges made to
the fire protection agencies concerned.

Amount of Deposit to Establish Credit

Applicant has also requeéted authority to increase the
amount to establish credit as provided in Section A of its Rule and
Regulation No. 7 now on file. At the present time all service is
being rendered at flat rates, charges for which arxe c¢ollectible in
advance, so there is little or mno occasion to apply the rule at all.
The same will be gemerally true for the future, since applicant has

no meter conversion program plammed. In any event, the currently

filed rules appear to be adequate to protect applicant against any:

-17-
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unusual amount of uncollectible bills and no change in rules will be

authorized at this time.

Pecommendations

The staff recommended that a sccond source of water supply,
pumping unit and pressure tank for the Rosemont area should be
installed and placed in operation prioxr to August 1, 1958 in oxder
to satisfy the peak water supply requirements anticipated during
1958 and 1959. Applicant included such an installation in its
construction budget for 1958. If not already domne, these facilities
should be completed and put into proper operation without delay.

The staff fﬁrcher recommended that applicant pay all refunds
due on the Cordova main extemsion contract, both the 1957 and 1958
payments having been found to be in arrearé. It also recommended
that applicant charge for all water service at the applicable rates
on file and thereby cecase such tariff violations as have occurred in
the failure to charge for evaporative-type coolers in use and the
failure to charge and collect for public fire-hydrant‘service~at‘the
appropriate rates. ’ |

It was also recommended by the staff that applicant file
four copies of 2n up-to-~date comprehensive service and facilities
map.

Findings and Conclusions

The applicant in this proceeding is a comparatively new
company operating in a relatively new area experiencing rapid
development, circumstances which make it very difficult to predict
the future with assured accuracy. The order herein will authorize
rate schedules based on conditions estimated to prevail in the
cnsuing calendar yeaxr. It is realized that such rates cammot be
expected o rendexr applicant a full rate of return for the current

calendar year, most of which is aiready past. On the other hand,
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testinrony introduced by the Commission staff indicated that a sub-
stantial upward trend in the rate of returnm will continue in the
future if the amounts advanced by subdividers for main extensions

are rcfunded exclusively under the percentage of reverue methed,
thereby resulting in a relatively slow increase in rate base. For
the year 1959 the staff estimated that such advances would amount to
about 45 percent of the depreciated utility plant. A witness for the
applicant indicated that the utility is aware of the problem of
financial unbalance which can be caused by such advances for construc~
tion. Applicant is placed on notice that an accumulation of an
excessive ratio of such advances for comstruction may result in the
reopening of this proceeding to inquire into the cause of such
unbsalance.

In view of all the evidence as discussed hereinabove, the
Commission finds and conclﬁdes that the staff's estimates of operat-
ing revenues, expenses, including taxes and deprecistion, and the
rate bagse for the year 1959 are reasonable and they will be, and
hereby are, adopted for the purpose of this proceeding.

The evidence demonstrates that applicant is in need of,
and entitled to, increased revenue. However, the revemues which
applicant’s proposed rates will produce are greater than, and the

resulting rate of returm on applicant's investment is in excess of,

those which are reasonable. Applicant's proposed rates will hot be

authorized.

On the basis of all the evidence before it, the Commission
is of the opinion that applicant should be accorded the opportunity
to earn a rate of return, on the hereinabove adopted depreciated
rate base of $§94,500, of 6.5% based upon the level of business
estimated to prevail in the test year 1959. We £ind said rate of
veturn of 6.5% to be fair and reasonable for the purposes of this

proceeding. It follows, therefore, that applicant should be

=19~
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authorized to file increased rates for water service rendered in this
district estimated to produce met revenues of $6,150. To make
allowance for operating expenses, depreciation and taxes, including
those on income based on straight-line depreciation, groés revenues

. of about $24,400 will be required, an increase of $7,700, or approxi-
mately 46%, over those estimated to be obtaimable at present rates.
The rates herein authorized are designed to produce such results

and the Commission finds as a fact that the increases in rates and

charges authorized herein arxe justified and that the present rates,

insofar as they differ from chosevheréin prescxribed, are for the

future unjust and unreasongble.

Citizens Suburban Company, & corporation, having applied |
to this.Commission for an oxder authorizing increases im rates and
ckarzes for water services rendered to customers in the unincorporated
areas known as Cordova Towne and Rosemont Subdivision in Sacramento
County, a public hearing having been held, the Commission having been
fully informed thereon, the matter having been submitted and ﬁow
being ready for decision based upon the evidence and the findings and
conclusions thercon expressed in the foregoing opinion,

IT IS HEREBY ORDERED that:

1. Applicant is suthorized to flle in quadruplicate with this
Commission, on or after the effective date of this order and in
conformity with the provisions of Gemexal Order No. 96, the schedules
of rates attached to this oxrder as Appendix A and, on not less than
five days' notice to this Commission and to the public, to make such
rates effective for all such services rendered on and after
November 1, 1958.
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2. Applicant shall forthwith file an appropriate applicétion
with the Internal Revenue Service of the United States Treasury
Department requesting permission to change the method of accounting
for depreciation of its properties from the sum=-of-the-years digits
method to the straight-line method for the calendar year 1958 and
subsequent years for plant on which it has claimed accelerated
depreciation on the sum~of-the-years digits method in the years since
its incorporation in 1955. Applicant shall inform the Commission in
writing within ten days after permission has been given by the said
Treasury Department, including all pertinent details pertaining to
the action taken by the Treasury Department. In the event that the
‘ requested permission is refused or has not been granted by Jamuary 1,
1959, applicant shall so inform the Commission in writing within ten
days after such refusal and in no event later than January 10, 1959,
stating what steps have been taken by applicant and the reasons given
for any denial of the application made to the Treasury Department.

3. Should applicant elect to take accelerated depreciation
for the year 1958-or.any fu;ure year, it shall immediately report
such election to the Comission, and the Commission will prombtly
move to adjust the rates herein authorized in such mznner as it

may then f£ind to be appropriate.

4. Applicant shall inform the Commission in writing, within

ten days after payment has been made to Moxrris Abouaf, in accordance
with the agreement between him and applicant dated Jume 18, 1958, a
copy of which was filed in this proceeding as Exhibit No. 7, and 4in
no event Shall said payment be made later than Jamuary 31, 1959.

5. Applicant shall, within sixty days'after the effective
date of this order, file four copies of 3 comprehensive map drawm

to an indicated scale not smaller than 300 feet to the inch,

—21-
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delineating by appropriste markings various tracts of land and
territory served; the principal water prxoduction, storage and
distribution facilities; and the location of the various water system
properties of applicant.

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

A

;7 8t ___Sug Francisco » California, this L J=
day of

M-ZW, 1958.




Schedule RO~1

Rosemont, Tapiff Aren
GENERAL METFRED SERVICE

APPLICABILITY

Appiicable to all metered water servico.

TERRITORY

The unincorporated area known as Rosemont Subdivisien located

edjacent to US. Highway 50, approximately 1) miles east of the City
of Sacramento, Sacremento County.

Por Meter
RATES Dop Month

Quantity Rates:

First l’ow cu'ﬁ. W 1033 LA A RA R AN NN NN X NWE FIYY $ L.oo
Next 4,000 cueft., per 100 CUufte covvecennceans . =25
wor 5’000 cu.ﬁ', per loo m.ft...ll...-.-...... .20

Minimam Charge:

For 5/8 x 3/i~inch meter & 4400
For 3/l~inch meter 5.50
For 1=inch moter secicecrense 9.00
Por l‘i'\-inCh m‘ber SePssRsevsavsvsssvasnaarans 33-00
FO’I‘ &'mch mm LAEE N EEE R R N RN NN W NN R R gy apayenr 2&-00
For }inCh meter ."‘.ll.I..."lI..'..I..‘..... 45.00
For L inCh MELOT civeievecreroasacnsrcacances 68.00
For 6~Inch MOLET cevveinvrnasnn teacesessssse 125.00

The Minimm Chorge will emtitle the customer
%0 the quantity of water which that minimum
charge will purchase at the Quantity Rates.
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Schedule No. RO=2R

Rosamont, Tapiff Ares
RESIDENTIAL FLAT RATE SERVICE

APPLICABILITY

Applicable to all residential water seévice furnished on a flat rate
i=

-

TERRITORY

The unincorperated area known as Resemont Subdivision located adjacent

to U.S. Righway 50, approximately 11 miles oast of the City of Sacramento,
Sacramento County.

Per Service Comnection
RATES Per Month

For & single family resldence, including
premises not exceedirng 8,500 sq.ft. in nrea .... $ 4.85

a. For each additional residence
on the same premises and served
from the same 36rvice COMOCTLION weevenvooes 1.75

For each 100 sq.ft. of area in
excess of 8,500 sq.ft. ..-‘...‘..l...-...l.. .045

SPECIAL CONDITIONS

1. Tho above residential flat rate charges apply %o service comnections
not larger than ome inch in dismeter.

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

3. Meters moy be instelled at option of utility or customer for above
classification in which even’ service thereafter will be furnished only on
the basis of Schedule No. RO-1, Genoral Metercd Service. When a meter is
installed at optiom of customer, metered service must be contimued for at
least 12 months before service will sgein be furnished at flat rates.
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APPENDIX A
Page 3 of 5

Schedule No. CO=1

Cox}gm Towme Tapiff Apes
GENERAL METERED SERVICE

APPLICABILITY

Applicable to all metered water service.

TERRITORY

The wnincorperated sree known as Cordova Towne located adjacent to

U.S. Highway 50, approximstely 13 miles east of the City of Sacramento,
Sacramento County. ,

 Por Meter
RATES | Pay Month
Quantity Rates:
First 1,000 cu.ft. or less LR AN A NN NN N NN N NN NN N $ 3-7
Nem A’OW cu.ft., per 100 m.ft. LA N NN N NN N NN LR X N ] .25
%or s’ow Cutft.’ mr 100 cu.ﬂ. [ E R N NN N NN NFENYNN) .20
Minimum Charge:-
For 5/8 X 3/4rinch moter tevecerseesecrcasasenencne $ 3.75
FOI‘ B/AFinCh mﬁt&l‘ (XX XN RN RN N EREN NN N RN gy gy 5.25
For l-inch meter LA R X B N NN X NN W W NN WW F NN N ey 9.00
For 1d-inch meter sees.. ceevsascas cesnnen evs 18,00
FOI‘ 2-inCh metel" forBsPOICIOIRPIRIRTES Seresecww 24.00
FOT B—inCh mwr Shssssssavanssves sronvas -e 45-00
For LeinCh MOLOT cececvevcsanane cesecrrvens 68.00
For B=inch MOLOY ceeescvens ceences cesceasee 125,00

The Minimm Charge will entitle the customer
to the quantity of water which that minimm
charge will purchase at the Quantity Rotes.
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APPENDIX A
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Schedule No. CO=2R

Cordovn Towme Tordff Aren
RESIDENTIAL FLAT RATE SERVICE

APPLICABILITY

Applicable to all residentisl water service furnished om a flat rate
basis.

TERRITORY

The unincerporated area kmown as Cordove Towne located adjacent to U.S.

Bighwvay 50, epproximately 13 miles east of the City of Sacramento, Secramento
County. ' :

Per Service Comnection

RATES Per Month-

For a single family residence, including
premises not exceeding 8,500 sq.ft. in area ... P 4.60

a. Tor each additional residence
on the same promises and served, ,
from the gsame service connection veevesveos 1.50

For each 100 sq.ft. of ares in
&cess of 8’5% sq.ft. LA RN AN NN N N RN NN I Wy .Oas

.

SPECTAL CONDITIONS

1. The above residentisl flat rate charges apply to sorvice conmections
not larger than ome inch in diameter.

2. ALl service mot covered by the above classificetion will be furnished
only oz a metered basis.

3. Meters may be installed at option of utility or customer for above
clagsification in which event service thereafter will be furnished only on
the basis of Schedule No. 1, Ceneral Metered Service. When a meter is in=-
stalled at option of customer, metered service must be continued for at
least 12 months before service will again be fwrnished at flat rates.
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Schedule No. 5

Al) Tarife Aroas
PUBLIC FIRE HYDRANT SERVICE

APPLICABILITY

Applicable to all fire hydrant service furnished to duly organized or
Incorporated £ire districts or other political subdivisions of the state.

TERRITORY |
The unincorporated areus lmown as Rosemont Subdivisiom and Cordova Towne,

located adjacent to U.S. Highway 50, east of the City of Sacremento,
Sacramente County. ‘

Per Eydrsnt -
RATES . Pag Momth

Bydrants owned and msintained by the public authority:

Mf tm I.-...‘..h..-....I.'....'..II...I.....'. 3 2-00
smdwd tm LA AR R A X NN N ENENERERENEYENER R W W W R gy

Eydrants owned and maintained by the utilitys:

mwrf twe ..........‘.-..'.......'l..l............
Smdwd tym .....l...l.........'.I....U.Il.'.l.'l

SPECTAT CONDITIONS.

1. TFor water delivered for other than fire protecticn purposaes,charges
will be made at the quantity rates wmder the applicable general motered
service schodule.

2. Helocation of any hydrant shall be at the expense of the party
requesting relocation.

3. The utility will supply only such water at such pressure a3 nay be
available from time to time as the result of its normal operation of the
systen. ) :




