sston o, T8 ORIGIAL

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Application of CROWS LANDING )
WATER COMPANY, for suthority g Application No. 40004
to imcrease rates. 4 | (Amended)

George G. Murry, for applicant.
James Roday and Kenii Tomita, for the Commission
staxt.

Cxows Lancing Water Company, a coxporation, by the above-
entitled application £filed April 12, 1958, and amended by £iling of
May 15, 1958, requests an oxder of this Commission authorizing
increases in rates and charxges for water service rendered inm the
uniocoxporated community of Crows Landing in Stanislous County.

| Essentially, applicant seeks authorization of proposed
rates for both flat rete and metered service estimated o produce
gross amnual operating revenues of approxime=ely $5,870, an increase
of about $1,680, or 40%, moxe than the revenues of $4,190 estimated
as obtainable at the present rates, on the level of 1958 business,
as shown im Exhibit "A" attached to the amendment to the application.

Public Hearing

A public hearing on this application was held before

Examiner E. Romald Foster on August 23, 1958, at Crows Landing.

Although notices of the hearing had been mailed to all comsumers, no

protest to the granting of applicant's request was entered at the

hearing. : -
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History and Desceription of the Svystem

Prior to 1946 most of the residents of Crows Landing
obtaited theilr water supply froa private wells. Pumping water for
irrigation purposes so lowered the water table that the shallow
dozestic wells were no lomger sufficienmt. Im order to provide a
dependable weter supply for the community, & g:oﬁp of residents
organized the applicact utility.

Applicant was incoxporated in 1946 for the purpose of obtain-
ing and distributing watef for demestic and other purposes in Crows
Landing and vicinity, with 2 total authorization of 2,500 shares of
capital stock at a par value of $10 per share. During that year
applicant acquired from Mrs. C. Filippini a water system consisting
of a well, pump and ¢levated tark, tcgether with the lots upon which‘
they were located, and about 750 feet of 2-inch mains. Alsc in 1946
it acquired from the West Stanislaus Rural Fire District about 5,000
feet of mains, 2% and 3 inches In diaweter, which had been fostalled
as a W. P. A. project iz about 19356, By the Commission's Decision
No. 39762, dated December 23, 1946, in Applicction No. 27752, appli-
cant was granted a certificate of public corvenience and necessity
end permission to issue 1,000 shaxes of stock at $10 per share.

To augment the water supply, 8 lé-inch, 210~-foot well was
¢rilled In 1947 which under test produced 500 gellors per minute. At
the seme time, 3 pump, motor and a 5,250-gellicen hydropmeumatic tank
were installed and approximately 2,200 feet of 3~inch mains were laid,
The distridution system now comprises about 14,750 feet of mains rang-
ing in size from 1% to 6 inches in diameter. On Decewber 31, 19575
there were 136 customers, all of whom were served at flat rates with
the exception of the school whick is supplied through two l-inch

meters. There are about seventeern 3-inch wharf~-type hydrants connected
te the distribution systen.
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Hexetofore, applicant has had a stendby source of watex
supply from a private well. The mew owmer of this well now wishes
to utilize it entirely for his own purposes and has withdrawa its
availability to applicant. In order to provide an additional source
of suppiy, to prevent a complete outage of water im case of a break-
down of the present simgie pumping plant, and to {zprove pressure
conditions at the extremities of its system, applicant pleus to drill
another well ard to install a lo-horsepowér pumping wmit and a
3,000-gallon hydroppeumatic tonk in coameetion Therewith.

Present and Proposed Rates

Applicant’s present rates became effective January 1, 1947,
by authority of Decision No. 39762. The following comparetive tabula-

tion shows applicent's present srcd proposed rates, for both flat

rate and metered service:

FLAT RATE SERVICE

Per Service Comncece-
+ion Per Month

Present  Proposed Fer Cent

Classificarion Rates Rates Ieecrease

For water used ia ome residence on

ozne lot, imcluding irrigation of

lawn zzd gezden thereon not exceed-

ing 1,00C square £eCL .eececvcacness $2.50 $3.50

For each additiomal 100 square feet
ircizated between April 1 and
Novmberl L BN A N N N I NI N NN RNy 003 .o3 o

For each additional residence on the
sme lot When Occupied s s ssenamsaccae 1-50 . 2.50 67

Stores and other businesses ........2.50-5.00 3.50-5.00% Variable
Service stations, creameries, and

hotels, etc., to be charged at
meter rates.

*As smended at hearing.
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METERED SERVICE

fer Metex Per Month
Present Froposed

Quarntity Rates:
Fizst 5,000 gallors, pexr 1,000 gallens $0.40
Next 15,000 galloms, per 1,0C0 galloms 25
Next 30,000 gallons, per 1,000 gallons .25
Over 50,000 gallons, per 1,000 gelloms .20

Minimum Charge:
Foxr 5/8 % 3/4~1nCh MEELT cevvevcronvoncerae 2.80
FOZ 3/4-£n0h Eete: ABseDPePIGOROCROVEES , 3000
For leinch meter .esveveenn. essvene. 4 .00
For l%-inCh meter LA B B BN BN I BN O BN B W 3 W B N WY 7.00
FOI z‘iBCh meter LI I N N I SR ‘9-00

A comparison of the momthly charges for scveral momthly

consumptions of water at present and proposed meter rates is set
forth in the following tadulation:

Consumption Monthly Charge Per Cent
~ (Gallons) Present Proposed ~ Imcresse

Tarough 7,000 $ 2.00 (Mizn,) $ 2.80 (Min.) 40%
7,286 | 2.07 2.80 " 35

10,000 2.75 3.75 36

20,000 5.25 7.25 38

35,000 8.25 11.00 33

5C,000 iL.25 14.75 31

75,000 15.00 19.75 : 32

100,000 18.75 24.75 32

150,000 26.25 34.75 32

200’000 33-75 44.75 ' 33‘

Although there are kmown to be some sixtcen premises where

the irrigated area exceeds the 1,000 square fect Included i the
basic residential rate, applicant has nmot consistently applied the
filed xate for the scasonal irrigation of additiomal area. At present
only ome customer, 8 stockholder, is being billed for such additional
area.

The record shows that there axe about six businesses being
sexved at flat rates, two at $3.50 per month and the others (includ~-
ing an.8-room hotel occupied generally only three months of the

“year) at $5.00 per montk.
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At the hearing applicant asked that the proposed rate of
$2.50 for stores and businesses be revised to a rate spread from
$3.50 to $5.00 and that the £lat rate schedule be further amended.by
omitting the f£ifth item which providas that service statioms,
creameries and hotels are to be served only at meter rates, which
provision applicaent has not put into effect. At present only the
school is being served at meter rates, there being one meter or the
service to the school itself and another on the service to the
sckool's swimming pool.

Applicant's meters indicate usage in gallons and bills to
the school show comsumption fn galloms. 7o conform to customary
practice, the staff has recommended that the tariff sheet for
mezered service be ctated In terms of cubic feet, rather than

gallons. Concurrexmtly, it is suggested that applicant convert the

register heads in the existing metexrs so that they will indicate

usage Iin cubic feet.

Utility Plent and Depreciation Reserve

The examimation of applicant's records by a Comzission staff
acecountant reveals thet the utility hes failed In some instances to
properly cicssify plant additions to the primary plant accoumts set
forth in the Uniform System of Accounts for Class D Water Utilities,
that it has charged certaiz capltal expexditures to expeasc, that it
hes £ailed to record certain retirements of plant and that it did
not keep adequate detailled records on plant additioms asnd coctribu-
tions of utility plant.

In connection with Application No. 27752, an appraiszl of
utility plarnt was made by the Commissien staff as of llovexber 2,
1946, which included the distribution system purchased from the

West Stanislaus Rural Fire Distriet for $1 and the system acquired
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from Mrs. C. Filippini at 2 purchase price of $1,560. Ia the
opening entxy as of December 31, 1947, the applicant recorded its
investment in this utility plant at amounts differiang L£rom those in
the appraisal, as shown in the following tabulation:

Staff
Ltem Recorded Appraisal Difference
Ueilite Plant
West Stanislaus Rural .
i{ireiDisgrict SYStem ceevnsee Sg,g%g.ég $(_ ggg.gg
F p ni ystw > o8 80N PESOIOOS L] ; ' -
Tgtal 3,332 1%

4. -
Less: Reserve for Depreciation 3777114 2,730.47

Net Plant 1,361.00 (Z,589.89)
(Red Figure)
In its report, Iintroduced in the instant proceeding as

Exhibit No. 3, the staff has made adjustments to record these
properties at the estimeted historical cost, together with the
sssociated depreciation rescrve requirement, as shown ia the
appraisal. The difference of $2,590 between the nmet utility plant
and the actual cost of the properties thus acquired hes been credited
to capital surplus.

In addition to the above adjustments, Table 2-A of Exhibit

No. 3 shows in detaill other staff adjustments to correct for items

of capital additions charged to expemse, the recordiﬂg of unrecorded

retirements, the reclassification of certain additions to proper
primary plent accounts, and other minor revisions. The stsff's
adjusted total utility plant of $20,600 represents a downward adjust-
ment of $917 to the recoxrded utility plant of $21,517 as of December
31, 1957.

The same Table 2-A shows further adjustments to the reserxrve
for depreciation to account for unrecorded retirements and to correct
an entry for salvage received from the retirement of a tank. The
"staff's adjusted depreciation reserve of $8,313 iovolves a downward
adjustment of $5,342 to the vecorded reserve of $13,655 as of
Decembexr 31, 1957.
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The over-21l effect of the staff's adjustment results in
én Increase In net utility plent of $4,425 25 of December 31, 1957.
At the hearing, spplicent's Secretary-Treasurer accepted the staff's
recommendation that the adjusted utilizy plant and depreciation
reserve balances as of December 31, 1957, shown in the right-hand
cclumn of Tsble 2-A of Exhibit No. 3, be used as the basis for
adjusting the verious balsace sheet accounts in applicant's books.
Svmmary of Earuinzs

Neither the summary of ecarnings as escimated for the year
1558, shown in Exhibit "A" attached to the application, nor the
balance sheet as of July 2, 1958, inmtroduced by applicant at the

bearing as Exhibit No. 1, reflect the recommended staff adjustments

to the balance skeet accounts descrived egbove. Thexrefore, the

Tesults of operations based on such exhibits cannot be comvered
directly with those shown in the steff report.

Exhibit No. 3 shows the results of the independent ixvesti-
gation and study of applicant’'s operztions prepared by the accounting
and engineering representative of the Commission's staff. The
following tabulation summarizes the earmings informatiom s developed
by the staff for the vear 1957 as recorded and adjusted, and as

estimated £for the year 1958, both as present rstes and at the rates

proposed by applicant:
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Sicwervy of Earnings

Year Year 1957 Adjusted Year 1958 Estimeted
1957 Pregent Proposeda  Present Proposed
Rezo=ded Rates Rates Rates  Rates

Operating Reveaues $4,192 $ 4,190 $ 5,760 $ 4,220 $ 5,800

Deductions

Uperating Expenses 2,972 3,640 3,640 3,660 3,660
Taxes Other tnan Inc. 362 400 400 400 400

Depreciatioa Expense 730 250 950 950 950
Podesal Tocome Taw 110 B2 2 %
ederal Income Tax - -
Total Deductions Z,19% 5,015 7,240

Net Revenue 7y (825 520 ( 815) 530

Average Depr. Rate Base - 23,660 23,660 22,710 22,710

Rate of Return - Loss 2.27, Loss  2.3%
(Red Figure)

In the foregoing tabulation, the opexrating revenues are

’ yV30 )

based om metered service to tkhe school and flat rate service to 135
acd 136 customers in 1957 and 1958, respectively, thus indicating
that the prospects of growth in the community arze somewhat limited.
Expenses f£or both years have Been normalized to reflect salary ellow-
ances considered reasonable for a water utility of this ¢type and
size and to include thé estimated cost of the imstaat rate proceeding
amortized over a five-year period.

The staff also included in its estimates the e¢ffect, om
2 pro forma basis, of the imstallation of the well, pumping unis
a2nd hydropmeumatic tank planped to be imstalled im 1958 and es:imated
to cost in the neighborhood of $10,000. At the time of the hearing,
a test hole had been drilled at a place some distance frowm the exist-
ing well but the probable productive capacity was disecppointing,
indicating the need for further exploration. Applicant's witness

expressed his realization of the need for such a standby plant and.

scemed confident of the ability of his company to f£inance the installa-

tion by means of a bazk loar but he was indefinite as to the time
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within whick the project might be completed. It is desirable that
applicant proceed with the proposed construction as rapidly as
circumstances may permit. In comnsideration of the possible delay of
this addition to plant, it may be observed that even on the substan-
tially smallexr rate base, which would result £rom the exclusion of
such plant, with the same estimated gross revenue obtainsble from the
proposed rates and after appropriate rxevisions of the deductions
which would leave a somewhat greater net revenue, it has been

estimated that the rate of return would be less than six per cent.
Fire Protection Sexrvice

In 1946 applicant acquired from the West Stanislaus Rural
Fire District 1100 feet of 2%" mains and 3782 feet of 3" mains,
with appurtenant fire hydrants, for the sum of $1.00 and the right |
of the fire district to use an unlimited quantity of water without
charge. Based on an examination of some of these mains and the
frequency of repairs to them experienced by the applicant, it is the
staff's opinion that most of these pipes have apparently reached the
end of thelr useful service life. Because the applicant is faced
with the necesgsity of replacing these mains with its own funds, the
staff recommends that applicant should now terminate its agreement
with the fire district and file a schedule of rates for sexrvice to -
public fire hydrants, the charges to be paid by the fire district.

The West Stanislaus Rursl Fire District embraces all of
Stanislaus County west of the San Joaquiz River, iancluding the
izcorporated cities of Newman and Pattersom. Fire protection service
is provided by means of tank trucks equipped to pump water obtained
either from fire hydrants or from open canals. Applicant contends
that a charge for fire hydrant service is impractical since Crows
Landing is unincorporated and property owners in the community could

2ot be equitably taxed by the fire district to recover such charge.

-9-
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Therefore, applicant prefers o retain the presemt arrarngement which
includes maintenance of the f£ire hydrants by the district.

The utility camnotr iegaliy rendexr the serxrvice witkhout naving
filed a3 rate schedule therefor oxr otherwise conformed to the require=-
ments of Section X of the Comuission's General Ozder No. 96 in this
respect. The utility will be ordered to take the nocessary steps to
meet this requirement.

Adecquacy of Service

The staff engincer testified that while the quality and
quactity of water supplied by applicant are satisfactory, during his
field investigation some of the customers, particularly those living
near the outskirts of the service area, stated that the pressure is
low, especially during the pcak hours. 7The upper pressure limit at
the hydropnmeuxatic tank is set at 40 pounds per square icch.

To improve sexvice to his premises, one customer has a
small private pressure system commected directly to appliceant's water
main. Tkis practice should not be permitted sizce precsure to other
services connected to the main is correspoadingly reduced whenevér
the said customer's pump is drawing weter from thet main.

The fire mains described above are paxt of the distribution
system supplying the customers. Because of their condition, end perx~
baps that of other maims as well, it is impossible to imcrease the
cperating pressure without causing more leaks to occur, thus greatly
increasing the cost of repairs and maintenance of the system.

Applicant is urged to immediately plan a step-5y~step water

zain replacement program so that the operating pressures can be

increased sufficiently to adequately supply water to all customers.
Wherever necessary, existing pipes should be replaced with pipes of
laxger size. All new construction should be planned to meet the

requirements of the Commission'svceneral Oxrdexr No. 103.
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Tariff Deviations

Tbe record Indicates that of the estimated 14,750 feeot of
existing mains, over 5,000 £eet have been contributed. No wvalue has
been recorded on applicant's books for these donated pipes cnd
cozsequently no amount is shown for such contributions. The staff
has not attempted to adjust the record co.account for comtributed
plaznt. It is apparent that applicant has been negligent iz the use
of its filed water main extension rule in comnection with many of
tkese mains dnstalled by others and domated to applicanmt. In the
future, applicant is acdmonished to follow the filed rule and to
account properly f£or all water main extensions.

Applicant's current practice ¢of adding penalty charges to
delinquent bills is not in accordance with the utility's filed
tariffs. 7This practice should be discontinued.

Ferm of Rate Schedules

In accordance with the staff's recommendations, the schedule
of rates for gemeral metered service will be stated irn units of 100
cubic feet instead of in thousands of galloms.

In order to cimpilfy the schedule £or vesidential flat rate
service and to eliminate the necessity for repected measurings of
irrigated areas in excess of a certain allowance, the size of the
premises serxved will be incorporated in the rate structure. The
record shows that there are now only sbout 16 such premises larger than
50 feet by 150 feet, or 7500 square feet in area, with sowe lots
about twice that size. |

Both the present and proposed £lat rates f£or busizess
establishments are ambiguous and diffiéult to administer without the
possibility of unfair discrimination. The most equitable method of
charging for such service is by means of meters and it is suggested

that applicant adopt, and put into effect without deley, a policy
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of metering all services othier then residential. Forx use until such
policy is effected or umtil it proves feasible to metef all non-
residential services, & rate will be authorized for the existing
business establishments at the wmasimum proposed by applicent.

Neaxr applicant's present pumping plant thexe is a goose-
neck starnd pipe used for f£illicg tank trucks with water from appli-
cant's supply. Thexe is no £iled rate for such service nor has
applicant proposed ome. Such customers have been charged on the basis

of the capacity of the tank on the vehicle. A rate will be establishe-

ed for such service with appropriate special conditions pertaining

to the service rendered.

Recommendations

In addition to reccmmendations previously mentioned, the
staff made othker recommendations pertaining to depreciation and
accounting practices and the filing of up~to-date rules, maps and

sample forms normally used in commection with customer service.

Findings and Conclusions

The Commissica finds and concludes that the estimates of
operating revenues, expenses, inecluding depreciation énd taxes, and
the rate bases as submitted by the staff for the years 1957 and 1958
a2rxe reasonable and they will be and hereby are adopted for the pur-
poses of this procecding.

It is cvident from the xecord ﬁhat applicant has been
operating at a loss and is in nced of fimancial relief. Thé Commis~
sion finds and concludes that revenues from rates substantially as
proposed in the application, as emended, will not be excessive or
unrcasonable and will, iz fact, produce only & nominzsl return on &
rate base made to include the additional source of supply now planped
to be installed. Applicaant will be authorized by the order which
follows to file schedules of rates waich, although different in form,

are expected to produce cubstantially the same gross revenues as

-12-
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those estimated as obtaimable from the rates proposed by applicant.
The Commission further f£inds as a fact that the increases

in rates and charges authorized herein are justified and that the

present rates in so far as they differ from those herein prescribed

are for the future unjust and unreasonable.

Crows Landing Water Company, 8 corporatiom, having spplied
to this Commission for am oxder authorizing increases imn rates and
charges for water sexrvice rendered in the unincorporated community-of
Crows Landing, Stamislaus County, a public hearing having been held,
the matter having been submitted and now being ready for decision,

IT IS HEREBY ORDERED thkat:

1. Applicant is authorized to file in quadruplicate with this
Commission aftexr the effective date ¢of this order, in conformity
with General Order No. 96, the schedules of rates attached to this
order as Appendix A and, uponr not less than five days' notice to
this Commission and to the public, to make such rates effective for
all service rendered on and after December 1, 1958.

2. Within forty-five days after the effective date of this
order, applicant shall flle in quadruplicate with this Commissiozn,
in conformity with the provisions of Gemeral Orxder No. 96, rules
governing customer relations revised to reflect present-day operating
practices, a revised tariff service area wap and samples of current
forms normally used in conjunction with customer service. Such‘

rules, tariff service area map and forms shall become effective upon

five days' motice to the Commission 2md to the public after fiiing as

hereinabove provided.
3. Within sixty days after the effective date of this order,
applicant shall file with this Commission four coples of a comprehen-
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sive 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, the principal water production, scoiage and
distribution facilities, and the location of the various water
utility properties of aspplicant.

4. Begloning with the year 1958, applicant shall determine
depreciation expense by multiplying deprecisble utility plant by a
rate of 3.2 per cent. This rate shall be used until review indicates
iz should be revised. Applicant shall review the depreclation rate
using the straight-line remaining life method when major changes in
utility plant composition occur and at intervals of not more than
five years, and shall revise the above rate in conformance with such
Teviews. Results of these reviews shall be submitted to this Commis-
sion. |

5. Within ninety days after the effective date of this oxder,
applicant shall, in accordance with the procedure prescribed by
General Order No. 96, file the rates and conditions of service
rendéred to the West Stamislaus Rural Fire District or otherwise
comply with the requirements of Section X of saild general oxder.

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

Dated at 41 3%4 Jﬁcf.mg , California, this »3 "-‘-‘-’(
day of mﬂu oot o, 1958,




Schedule No. 1
GENERAL METERED SERVICE

APPLICABILITY

Applicable o all metered water service.

TERRITORY

The wnincorporated community of Crows Landing and vicinity, Stanisleus
County.

RATES

Per Meter
Quantity Rates: Por Month

First 700 cu. £2. OF 1055 eeceecennnoneonennes $2.20
Next 2,300 cu. £t., per 2100 e e vvevoennnnns .25
Next 4,000 cu. ft., por 200 cus e eervennn... k)
Over 7,000 cu. £t., Por 100 CUe £e vevvvnvenns L5

Minimunm Charge:

For 5/8 %' 3/4=1nch LT vevvrreverennannnnnnnns $2.80
For 3/4rAnch MEtOr sereerernnnrenenreneens 3,00
For 1=inch ROTOr eevecicevenrenecrnennee  4aQ0
For IA-ANCE DOLOr veceverernnrensnnsanoes  7.00 .
FOI‘ 2-inCh meter FTeEFPFNVNOISINSIRAGSIRERNOINROIRROBAETS 9-00

The Minimum Charge will ontitle the customer
to the quantity of water which thot minimum
charge will purchase at the Quantity Rates.




A-40004 DR

APPENDIX A
Page 2 of 3

Schedule No, 2
GENERAL FLAT RATE SERVICE

APPLICABILITY

Applicable to all water service furnished on a flat rate basis.
TERRITORY

The unincorporated community of Crows Landing and vicinity, Stanislaus

County.

RATES

Per Service Comnection
Por Month

1. For a single family residence,
including premises not exceeding
7,500 5q. £H. In AY6A cevccennnn.

2. For each additional recidemce on the
came premises and served from the
same service COnNOCtion ceeveevvccascee 2.50

b. For each 100 sq. £t. of area in
excess of 7,500 sq. ft., for the 6-
month poriod Moy 1 through October 31.. L2

2. 'For each businoss establiskment seeeeeeevs. 5.00

SPECTAL COMDITIONS

L. The adove flat rate charges apply to service connections not Jarger
than one inch in dismeter.

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

3. Meters may be Installed at option of utility or custemer for above
classifications in which event service therenfter will be furnished enly on the
basis of Schedule No. 1, General Metered Service. When a meter is instnlled
at option of customer, metered service must be continued for at least 12 monthe
before service will again be furmished at flat rates.
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Schedule No. 9
TANK TRUCK SERVICE

APPLICABILITY

Applicable to all woter delivered to tenlk trucks from stand pipes or
other outlets provided for the purpose.

TERRITORY

The unincorporated commumnity of Crows Landing and vieinity, Stanislaus
County.

RATE
Quantity Rate:
For wnter delivered, per 100 Cu. £%. veeevcceacs
Minimum Charge:
Tor service wder this schedule ececececreseanns
The Minimun Charge will entitle the customer

to the quantity of water which that minfimum
charge will purchase at the Quantity Rate.

SPECIAL CONDITIONS

l. An applicant for intermittent service under this schedule may be
required 10 pay the monthly minimum charge in advance for each month of service
and to notify the wtility in writing of the date such sexvice will be required.

2. The quantity of water delivered to tank “rucks under this schedule
may be metered or ectimated at the option of the wtility.

3. This schedule does not apply %o water used for fire protection purposes
by West Stanislaus Rursl Fire District. '




