DRIGINAL

Decision No. 580973

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Application of Noxth Cucamonga

Water Company to increase rates Appliication No. 40425
for water sexrvice., .

Everett L. Clark, for applicant.
Donald B. dtezer, for the Commission staff.

A public hearing was held in this matter at Cucaégnga,
Californis, on January 20, 1959, before Examiner Grant E. Syphers.

Applicant's present rates were established by Decision
No. 51057, dated February 1, 1955, in Application No, 35323. It
now proposes the following increases:

GENERAL METERED SERVICE

Per Meter Pexr Month
Quantity Rates: Present Proggsea

First 500 £t. or 1eSS teeevieenes § 1.65 $ 2.50
Next 100 £t., per 100 cu, ft. .. * .30
Next 400 ft., per 100 cu. fr. .. .27 .30
Next 1,000 ft., per 100 cu. ft. .. 22 «30
Next 3,000 ft., per 100 cu. £ft. .. .16 «25
Next 5,000 fr., pexr 100 cu. ft. .. .16 .20
Cver 10,000 ft., per 100 cu. ftr. .. .16 .16

Minimum Charge:

FOI‘ 5/8 x 3/4-5.110]1 meter *Pocestssveasnnse 1.55 2-50
For 3/4-inCh netexr AR R RN NEREEYE NN 2-10 3.10
FOT.' l'inCh meter Shososposvasvorwne 3.‘020 4.00
FOZ‘ 1%-112611 m-eter LE I N R I R S R 5.00 7.00
FOI z-inCh meter o PR ossanssmvene 7.50 10.00

* Present Minimum Charge includes 600 cu. ft. or less.
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Studies were presented by both the applicant and the
staff of this Commission. Both of thesé studies show that this

company has a recorded operating loss for the years 1954, 1955 and

1957. For 1958 estimated the two studies disclose the following

results of operations at present rates:

Operating Revenues

Operating Expenses
Taxes

Depreciation
Total Expenses

Net Revenue

(Red Figure)

Company Estimate Staff Estimate
$ 9,350 $ 9,480
8,760

545
630

10,621
547
550

$ 5D

H

@)

Based ﬁpon this evidence we now find that applicant is in

need of rate relief.

Under the proposed rates the studies presented disclose

the followiﬁg estimated results of operation for the year 1958:

Operating Revenues

exating Expenses
8§xes othexr than income
Income taxes
Depreciation

Total Expenses

Net Revenue

Average Deprcciated Rate Base

Rate of Returm

Company Estimate Staff Estimate
$13,734 $13,890

10,691 8,820
610 605
585 1,260
550 630

317,536 $TL3I5

1,198 2,575

18,833 18,540
6.367

13.89%

The principal difference in these two estimates lies in

the allowance for salaries and labor.

The applicant pays its

president $50 per month, its vice president and manager $275 per




month, and its secretary-treasurer $75 per month., In addition to
this it hires a laboxer at an hourly rate of $1.25 per hour, and
payments to this employee have averaged about $15 per month. The
company estimates that these labor payments will increase in the
future. However, upon the basis of present payments the company
is paying approximately $415 per month for salaries and labor.

Opposed to this, the staff recommended an allowance of

$282 per month which is based upon an allowance of $1 per moath per

customex.

The testimomy shows that the president of this company
does mot spend any regular time in working therefor but serves
principally as a comsultant. The general manager spends épproxi-
mately 48 hours in field work and about 10 hours office time per
month. He also receives mileage for the use of his automobile.
The secretary keeps the books, and files the necessary government
reports. The extra lsbor at $1.25 per hour is hired only when
nNeCessary.

It was the position of applicant that these payroll ex-
penses wexe necessary in the operation of the water company. By
Decision No. 51057, supra, this Commission adopted a figure of $1
per consumex per moath for payroll expenses for this same company.
Applicant contended that if such a figure were reasonable in 1955,
an iqcreased allowance is now necessary inasmuch as costs have in-
creased.

We are aware that the staff's study endeavored to make an

allowance comparasble to the expenses of other companies. However,
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the. testimony shows that the only company used for coﬁparison pux-
poses had twice as many consumers as applicant. The payroll ex-
pense of each company is an individual problem and the company must
pay the salaries and wages mecessary to secure reasonable services.
Comparison based upon the expense per consumer per montk or com-
parison with the expenses of other companies may serve as guides

to what is reasomable, but in and of themselves they cannot comprise
the ultimate test.

In the instant proceeding there is an issue as to whether
or not the salaries paid to the officers of this company are allowa-
ble expenses since the recoxrd discloses that the combined total time
spent by all of them 1S no more than 65 hours per month. There
appears to be no question from this record that the part-time Labor
hired at $1.25 per hour is necessary and the rate paid is not
unreasonable.

The applicant offered insufficient justification for the
salarices it is paying its own officers and did not assume its burden
of proof that such amounts are reasonable. We are however aware of
the other increased costs the applicant has experienced and that
both its own estimates and the staff's indicate losses at present
rates. We will therefore adopt an amount of $9,420 for operating
expenses which we find as reasonable in this instance.

One ozher item of difference is %o be found in the fact
that the applicant made an allowance of $501.42 in dits capital
account for a desk, two chairs and other items of furniture which
are located at the home of applicant’s president. This furniture
does not appear to be used or useful in the operation of the water

company, and accordingly will not be allowed in the rate base.

. lym
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It should be noted that this applicant purchases all of
its water from the Cuczmonga Couﬁty Water District. It maintains
no well, pumps, or appurtenant equipment, and there is no work In
progress. The average number of consumers in this system for the
year 1958 was 281. This number has remained falrly constant for
several years last past.

From a review of all of the evidence herein we find that
applicant is in need of financial relief. Bowever, in the enSuiﬁg
order we will not grant the amount of relief sought, but will make
some allowance because of the operating expenses as hereinbefore
discussed. The rates hereinafter authorized will provide for a rate
of return of approximately 8 percent on a rate base of $18,540,
which rate of return we £ind to be reasonable.

It is hereby found that the increases in raceS‘and
charges authorized herein are justified, and that the present rates,
insofar as they differ from those herein prescribed, are for the
future unjust and unrcasonable.

The evidence disclosed that the applicant company is mot
keeping a record of customer complaints as required by General Order

No. 103. It will be directed to co so herein.

Application as above entitled having been filed,'public;

hearing having been held, and the Commission having made the fore-.
going findings,
IT IS ORDERED:
(1) That applicant is authorized to file in quadruplicate
with this Comrission, after the effective date of this order, in

conformity with General Order No. 96, the schedule of rates shown

-5=
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in Appendix A attached hereto, and upon not less than five days'’
notice to the Commission and to the public to make such rates
effective for service rendered on and after May 1, 1959.

(2) That applicant shall, within sixty days after the éffec-
tive date of this order, file four copies of a comprehensive map
drawn to an indicated scale not smaller than 500 feet to the inch,
delineating by appropriate markings the varioﬁs tracts of land and
territory served, the location of the metered sources of supply,
the water distribution facilities, valves and fire hydrants.

(3) That applicant shall institute and maintain s record of
all customer complaihts to the utility as required by Genmeral Order
No. 103.

The effective date of this order shall be twenty days
after the date hereof. ‘
Dated at San Francisco

Yy =72 day of 2y , 1959.

> California, this

Commissioners
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APPENDIX A

Sehedule No. 1
GENTZRAL METERED SERVICE

APPLICABILITY
Applicable to all metered woter service.

TERRITORY

The unincorporated communities of West Cucamonga and North Cucamonga
and vicinity, San Bernmardine County.

RATES

Per Meteor
Per Month

First 500 cu.f%. OF 1085 vevevevercnsenss $ 2.25
Next 1,500 cu.ft., per 100 cu.ft. ..cevw.. .20
Next 3,000 cu.ft., por 100 cuufte veneenes
Next 5,000 cu.ft., por 100 cucfte veceeenn
Ovor 10,000 cu.ft., por 100 cuufte veceve..

Quantity Rates:

Minimum Charge:

For 5/8 x 3//minch MOtOT eevevversrecerascee
For 3/4=50Ch DOLAY vevenvenonsennsnses
For leinch moter ccuceececssscvecces
For 1-1/250Ch MOLEY weeeevencascancanns
For 2=Inch MetOr seveccracccnccsscen

The Minimum Charge will entitle the customer
to the quantity of water which that minimum
charge will purchase at the Quantity Bates.




