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Decision NOe ___ 3_o_'-'_9_;;_" .;:)_~ __ 

BEFORE THE PUBLIC UTn.ITIES COMMISSION OF 'IRE STATE OF CALIFO~IA 

In the Matter of the Application of 

Henry A. Frey, Isabell Frey and 
Henrietta Ranks 

FREY WATER COMPANY 

for an increase in rates under section 
454 of the Public Utilities Code for 
water service in Weimar, Placer C~ty, 
California. 

S 

In the Matter of the Application of ! 
HENRY A. FPn, ISABELL FREY AND 
HENRIETTA HANKS BENNETT, formerly 
Hem=ietta Hanks, Owners of FREY WATER 
COMPANY:. for an order permitting them ) 
to .sell certain prollerty to ARTHUR COLE,) 

, BEATRICE E. COLE, GLENN L. GUNtER and ) 
BONNIE E. GUNTER. ) 

~ 
) 

Application No. 40955 

Application No. 41223 

Isabell Frey, for applicants in Application No. 40955. 

Tindall & Tindall, by C. E. Tindall, for all applicants 
in Application No. 4122~. 

James Roddy, for the Commission staff. 

By Application No. 40955, filed March 20, 1959, Henry A. Frej. 

Isabell Frey, his wife, and Henrietta Ha'Oks, their daughter, doing 

business as Frey Water Company, requested authority to increase the 

rates and charges for water service reneercd in the Frey Subdivision 

~nd vicinity, ncar We~r~ in Placer County. 

Before that m3ttcr was heard, by Application No. 41223, 

filed Ju."'lE! 12, 1959, the said Ret'lX'y A. Frey, Isabell Frey and 

Henrie1:ea Hanks Bennett, formerly Senrietta Hanks, requested authoriza­

tion to sell and transfer their public utility water system to 
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Artinur Cole .and Beatrice E. Cole, husband and wife, and Glenn L. 

Gunter and Bonnie E. Gunte%, husband and wife, who join in the 

application. 

Public Rearipg 

The two proceedings were combined for hearing on 8 

consolidated record before Examiner E. Ronald Foster at Applegate 

on June 24, 1959, prior to which time notices of hearing thereon 

were published, posted and mailed to all customers of the utility as 

required by the Commission. After evidence both documentary and oral 

had been presented, both tIUltters were submitted and are now ready 

for decision. 

History and Description of the System. 

!he water system was initially installed to aid the sale 

of lots in the Frey Subdivision located ne81:' We1ml1r, on U. S. Highway 

No. 40 aoout five miles soutm1cseerly of Colfax, in Placer County. 

By Decision No. 43745 dated February 1, 1950, in Application No. 

30526, a certificate of public convenience and necessity was granted 

to Henry Frey, Isabel Frey and Henrietta Ranks to operate the water 

system as a public utility for the distribution and sale of water in 

the Frey Subdivision, and other unincorporated ter:itory contiguous 

thereto. In the proeess of widening Higbway No. 40 to make .a £reeway~ 

in 1955 the Frey residence at Weimar was purchased and destroyed, at 

which time the Freys moved to Sacramento from where they have since 

conducted their operations. 

rae sole source of water supply is the Pacific Gas and 

Electric Company's Boardman Canal, from. which the water is .delivered 

into two concrete~ S,OOO-gallon, settling and storage tanks, one open 

and one covered. After being chlorinated, the water is pumped into 

tho system through a 525-ga110n hydropneumatic tank equipped with 

autom£ltic switches to control the pressure beblcen sbout 80 and 100 

pounds per square inch. At the highest point in the service arcs, 
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two l,OOO-gallon, steel tanks provide addi~onal storage. Tbe 

transmission and distribution m3ins comprise about 5,200 feet of pipe 

ranging in size £rom one to four inches in diameter. As of December 

31, 1958, there were 26 residential customers supplied through 5/8 x 

3/4-inch meters and three businesses supplied through 3/4-inch meeers. 

There are no fire hydrants connected to the water distribution system. 

I. PROPOSED RATE mCREASES 

Present and Proposed Rates 

The utility1 s presently filed rates have been in effect 

since March 1, 1950, as authorized by Decision No. 43745, in Applica­

tion No. 30526. There follows 3 comparative tabulat.ion of the present 

rates and those proposed for metered service: 

: . .-__ ~-.~P_e~r~M~e~e~er~P_e~r~M~on~th~ ____ : 
: Piesent: Pi'oposed: Increase : 
: Rates: Rates:Amount:Per Cent General Metered Service 

Quantity Rates: 
First 600 cu. ft. or less $2.10 $ 4.10 $ 2.00 95.2'7. 
Next l>400 cu.ft., per 100 cu.fc. .30 .50 .20 66.7 
Next 3,000 cu.ft., per 100 cu.£t. .25 .45 .20 80.0 
Over 5,000 cu.ft., per 100 cu.£t. .18 .30 .12 66.7 

Minimum Charge 

For 5/8 x 3/4-inch meter 2.10 4.10 2.00 95.2 
For 3/4-inch meter 3.50 6.10 2.60 74.3 
For 1-inch meter 5.25 9.60 4.35 82.9 
For 1-1/2-inch meter 9.00 16.05 7.05 78.3 
For 2-inch meter 13.50 24.15 10.65 78.9 

Based on water usage during 1958, the proposed rates would 

iocr-ease operating revenues by abO\:.t 84 percent ovel: those obea:lnable 

at present rates. 

There is also still in effect a schedule of flat rates 

which is not used since meters have been installed on all services; 

therefore, the flat rate schedule is to be withdrawn and canceled. 

Summary of Showings 

EXhibit No. 1 presented by applicants in Application 

No. 40955 shows that the total operating expenses, which included no 

salaries for the owners, were $585 in excess of the operating revenue 
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for the year 1958. The same exhibit shows that if $180 were .al1~ed 

as owners' salary, the total expenses estimated for the year 1959 

would be $710 more than the estimated revenue at present rates. 

In 8 r~port prepared by the Commission staff and introduced 

as Exhibit No.2, the utility I s results of operation are shown for 

the year 1958 recorded aud adjusted and for the year 1959 estimated. 

The staff summary of earnings for the two years at p"=esent and 

proposed rates is as follows: 

Summary of Earnings 

Item -
Operating Revenue 

Deductions 

operating Expenses 
Taxes Other Than Income 
Depreciation 
Income Taxes 

Tota1 O~ductiOdS 
Net Revenue 

Depreciated Rate Base 

Rate of R.eturn 

: 1958 Ad~sted : 1959 Estimated : 
: Present: oposca:Fresent:Proposea: 
: Rates: Rates: Rates: Rates: 

$1,210 $2~230 $1,255 $2,310 

1,655 1,655 1,685 1,685 
75 75 75 75 

335 335 335 335 
3S - 45 

2,065 Z,lOO ?,O95 2~140 

<!?i) 130 @£Q) 170 

7~890 7,890 7,545 7,545 
Loss 1.67. Loss 2.3% 

<~e<! Figure) 

The evidence is clea:, as the foregoing tabulation indic3tes. 

that revenues from existing rates are inadequate to meet the utility's 

reasonable needs and that revenues obtainable £ran the proposed rates 

will result in a rate of return which is not excessive nor unreason­

able. The rates and charges as proposed for metered service will be 

authorized, except that the mintmum charges for the larger meters 

(there being none presently in service) will be rOltOded to amounts 

more nC3rly consist'ent with their relative delivery capacities. 

Customer Participation 

Several customers testified in regard to the quality of 

service which has been rendered in recent years and expressed 
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themselves to the effect that the higher charges which would result 

from the proposed increased rates would not be warranted without 

corresponding improvement in service. It appears that the causes of 

complaint, such 8S muddy water, low pressure at times, and frequent 

shutdowns for repairs and other reasons, without advance notice, have 

been aggravated during the ~re recent years because of the absentee 

ownership of the water system. These witnesses appeared to be pleased 

with the pre spect of new owners who would reside in the tract so that 

reports of service difficulties might receive prompt attention. 

Recoc:menc:iations 

In addition to recommendations pertaining to depreciation 

practices and the filing of up-to-date maps) rules governing customer 

practices, and sample copies of printed forms that are normally used 

in conjunction with customer service. the staff recommended that: 

8. A responsible party should always be available to 

remedy low pressure and other service problems that 

may be reported by customers. 

b. 'the operation of the control v,alves at the two 

1,000-ga110n steel tanks on the bill Should be 

regulated so es to make t:!.us supply of water more 

useful to the s~~stem in cas,es of low pressure or 

outages. 

c. there should be put into effect a regular schedule 

for more frequent eleaning of the settling tanks 

and the flushing of the mains. 

d. The utility should arrange to notify in advance all 

customers who would be affected in cases where the 

water must be tul..'"'ned off for 3 period of time and 

these perioes should be as short as possible. 
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e. Regular laboratory tests of the "Tate-. should be 

'l:lUlde as stipulated in the permit granted by the 

Placer County Health Department. 

ll:.. __ PR;.;.O;;.;PC;..;;.;;S.;;;..ED--.;TRAN;.;;..;;..;_S_F:.;;;'ER;;.;...._OF;.....;UT;..;;:;.;;:IL_I;;.;T~~ 

Reason for Prooosed Transfer 

Applicants Henry A. Frey and Isabell Frey are quite aged, 

with failing health, and now reside in Sacr21tento. !heir daughter, 

Henrietta Hanks Bennett, is DlDrried, also lives in Sacramento, and is 

unable to take any active pert in looking after the water system at 

Weimar. The volume of business is insufficiene to enable applicants 

to employ a capable manager and caretaker of the system. Applicants 

Frey are unable to properly manage, keep in rep~ir and supervise the 

utility operations. Therefore they are arudous to accept the offer 

of purcMse, upon approval by this Coxcmission of the proposed transfer 

to applicants Cole and Gunter. 

Prospective Purchasers 

Arthur Cole and Glenn L. Gunter, two of the prospective n~1 

owners of the water system, were present at the hem:ing and heard the 

complaints of the cuseomers and the recommendations of t:he staff. 

They had inspected the Frey water system and, if .authorized to purchase 

the utility, expressed themselves ~s willing and able to undertake 

step-by-step improvements to the ~d of rendering satisfactory service. 

The record $hows that Artl~ur Cole is an outside salesman 

and pl'UI!lbing estimator for a large department store, with headquarters 

in Auburn, some 12 miles distant. He already ~ms two lots in the 

service area, upon which he plans to build and thereafter make his 

home, llS soon as he can dispose of his property in Sacramento. A 

fin~ncial statement of Arthur Cole and Beatrice E. Cole, attached to 

Application No. 41223 as Exhibit .t~;, indicates net worth of $24,040. 
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According to the record, Glenn L. Gunter is a master plumber, 

now practicing his trade in the general vicinity of ':I:ahoe Valley with 

the intention of moving his operations to Placer COtmty within the 

near future. He professes to have had some experience with the 

installation of large water and s~age systems. A financial state­

ment of Bonnie E. Gunter and Glcnr~ L. Gunter~ attached to Application 

No. 41223 as Exhibit nO" ~ indicates net worth of $27,141. 

Offer to Purchase 

Exhibit \lBn attached to Application No. 41223 is an "Offer 

to Purchase", dated ~I:Jy 31, 1959 and signed by applicants Arthur Cole, 

Beatrice E. Cole, Glenn L. Gunter and Bonnie Z. Gunter, wherein they 

offer and agree to purcha se the physical property and good will of the 

"Frey Water Company", together with several lo::sl in the Frey Subdivi­

sion, for the total purchase price of $5.00. The offer was accepted 

by applicant Henry A. Frey, Isabell Frey and Henrietta Hanks Bennett, 

subject only to securing the approval of this Commission. 

The utility's annual report to the Commission for the year 

ended December 31, 1958, shows totsl utility plant in the amount of 

$11,581.20 and depreci~tion reserve in the scount of $4,093.97, 

indicating net utility plant of $7,487.23 as of that date. 

III. FINDDlGS AJ.'ID CONCLUSIOt-TS 

The Commission finds and concludes tlult the estimates of 

operating revenues, expenses, including taxes and d~r6Cietion, and 

~e rate bases as submitted by the staff for the years 1958 and 1959 

reasonably represent the results of the utility's operations and they 

will be ~nd hereby C'lre adopted for the purposes of this proceeding. 

1 Of the several lots involved in the proposed transfer, only those 
lots now used and useful in the operation of the public water 
utility have bee..'l. included in tI.'1e rate bases hereinabove shown 
in the determination of the results of operation of the utility. 
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It is evident from the record that this ut:111ty hlls been 

operoting at a loss and that the owners thereof are in need of 

financil1l relief. Since it is ~pp.arent that the present service 

would not justify the proposed rate increases, and in view of the 

fact: that the improvements in plant facilities and in the operation 

of the system necessary to eliminate the causes of complaint are 

proposed to be provided by the prospective purehascrs~ the rate 

increases authorized herein will not be made effective until the 

proposed transfer is accomplished. Based on such premises, the 

Commission finds and concludes ~t revenues from the rates as 

proposed in Application No. 40955 will not be excessive or unreason­

able and will~ in fact, produce only a nominal return on the rate 

belses herein found to be reasonable. The order which follows will 

authorize the filing of the said rates and charges substantially as 

?X'oposed. 

We find, therefore, that the increases in rates and charges 

authorized herein are justified and that the present rates and 

charges, insofar as they differ from those herein prescribed~ are 

for the future unjust and unreasonable. 

Furthermore, the Commission is of the opinion and hereby 

finds that the transfer of the public utility water aystem as proposed 

in Application No. 41223 will not be adverse to the ~blic interest 

and should be authorized. 

The ac::ion taken herein shall not be construed to be a 

finding of the value of the properties herein authorized to be 

transferred. 

In order that the eviclence of dedication Co public use of 

the propc=ties on which the tanks, pumps and related facilities are 

located~ as well as easements 0= permits for pipelines which are not 

located in public streets, highways or roads, ~e placed on file with 

this CommiSSion, the purchasers of the public utility property hcrei:l 
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author:i.zed to be transferred will be required to file with the 

Commission documentary evidence to that effect. 

ORDER --- .... --

The above-entitled applications having been filed, 8 

public hearing having been held on both matters on a consolidated 
~ 

record, the said matters having been submitted for decision, and the 

Commission having ~de the foregoing find1ngs, 

IT IS HERESY ORDERED that Henry Frey, Isabell Frey and 

Henrietta Hanks Bennett: 

1. On or after the effective date hereof and on 

or before Dece:cber 31, 1959, may sell and transfer their 

public utility water systetn, known as Frey Water Company, 

to Arthur Cole, Beatrice E. Cole, Glenn L. Gunter and 

Bonnie E. Gunter, substantially in accordance 'With the 

terms and conditions of the document entitled \l Offer to 

Purchas~l, a copy of which is attached to Application 

No. 41223 herein. 

2. On or before the date of the actual transfer, 

shall refund all custOClex-S' deposits and all.:3dvences 

for construction, if any, which are subject to refund. 

Any such unrefunded deposits and advances slutll be 

transferred to and become the obligation for re~~d of 

Arthur Cole, Beatrice E. Colc) Glenn L. Gunter and 

BoXlllie E. Gunter. 

3. On or before the date of the actual transfer of 

the physical properties her~in authorized, shall transfer 

and deliver to Arthur Cole, Beatrice E. Colc, Glcl:ln L. 

Gunter and Bonnie E. Gunter, 3:ld the latter shall receive 

snd preserve, all records, me:noranda .and papers pertaining 

-9-



e 
A. 40S55 et a1 jo 

to the construction and operaeion of the properties herein 

authorized to be transferred. 

4. If the authority herein granted is exercised~ 

within ten days thereafter, shall notify this Camnission, 

in writing, of the date of such completion of the property 

tr~nsfer herein authorized and of their compliance with the 

conditions hereof; and at the same time, shall mail a copy 

of such notification, or a stmilar notice, to Tindall & . 
Tindall, attorneys for Arthur Cole, Beatrice E. Cole, 

Glenn L~ Gunter and Bonnie E. Gunter. 

5. UpO:l due compliance with all of the conditions of 

the preceding paragraphs of this order, shall stand relieved 

of all further public utility obligations and liabilities 

in connection with the operation of the public utility 

water system herein authorized to be transferred. 

If the authority hereinsbefore granted to Henry Frey~ Isabell 

Frey and Henrietta Hanks Bennett to sell and transfer their public 

utility water system, l~own a~ F=ey Water Company, to Arthur Cole, 

Beatrice E. Cole, Glenn L. Gunter and Bonnie E. Gunter is exercised, 

and after the date on which Henry Frey, Isabell Frey ~nd Henrietta 

Hanks Bennett shall have notified the Commission as :required by 

Paragraph 4 of the order herein, 

IT IS HEREBY FURnmR. ORDERED that Arthur Cole, Beatrice 

E. Cole, Glenn L. Gunter and Bon.~e E. Gunter: 

1. Are authorized to file in quadruplicate with this 

Commission, in conformance ~7ith the prOvisions of General 

Order No. 96, the sehedule of rates for general metered 

service ~ttached to this order 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 water service 
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rendered on and after the first day of the next. ealendar 

month> at which time the presently filed Schedule No.1, 

General Flat Rate Service, shall cease to be effective 

and sh~ll thereupon be canceled. 

2. Within thirty cL9ys after the notification 

required by Paragraph 4 of the order herein, Shall file 

in quadruplic3te with this Commission, in eonformity with 

;n, Fi~Y'§~2ni ~; y~~al Order No. 96, :rules ~overn1ng 

customer re1at~ons rev~sed to re£2ect ~osent-day operQC~ 

practices, a revised tariff serviee area m2P ~cceptable to 
the Commission, and sam~le copies of printed forms that 

arc nonnslly used in connection with customers' services. 

Such rules, tariff service area map and forms Shall beeome 

effeetive upon five days' notice to the Commission and to 

the public after filing as here~bove provided. 

3. Within forty-five days after the notification 

required by Paragraph 4 of the order herein, shall file 

with the COtrllXdssion cne copy of eaeh appropriate document 

sh~.ng the dedication to public utility purposes of the 

lots or areas on Which all tanks, pumps and related water 

facilities are located~ and all easements or permits where 

water mains are located othenn.se than in streets, high­

ways or roads which are dedicated to public purposes. 

4. Within sixty days after eb.e notification required 

by Paragraph 4 of the order herein, shall file with this 

Commission four copies of a comprehensive map drawn to an 

indicated scale not smaller than 200 feet to an inch, 

delineatinQ by appropriate markings the various tracts of 

land and ten:-itory served; \:he principal water production, 

storage and distribution facilities; end the location of 

the various water system properties of applicants. 
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5. Beginn1.ng with the year 1959, shall determine 

depreciation expense by multiplying depreciable utility 

plant by a rate of 3.1 percent. l'b1s rate shall be used. 

until review indicates it should be revised. Said 

applicants shall review the depreciat1.on rate using the 

straight-line remaining life method when maj or chBnges 

in utility plant composition occur and at intervals of 

not more than five years, and shall revise the above 

rate in cocformance with such reviews. Results of these 

reviews shall be submitted to this Coamiss1on. 

'I'b.e effective date of this order shall be twenty days after 

______ --", california, tb1sd::5"d 

j'" 
CommJ s810Ders 

Com:i::;::;iollcr 1{.:ltth~'.1 :;. Dooley. being 
nccc::;::;~rily nb::;cnt. ~1d not part1c1pato 
!n the d1~po::;1tion or th1~ proceoding. 
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APPLICABILITY 

APPE:NDIX A 

Schedule No. 1 

Applicable to all metered water service. 

T'EAAlTORY 

Tbe 1Jnincorporated. area including the Frey Subdivision, and 
vicinity, located near Wetmsr, Pla~r Co'tmty. 

Quantity Rates: 

First 600 cubic r~et or le35 •••••••••••••• 
Next 1,400 Qu.rt., per 100 eu.~t ••••••••••• 
Next 3,000 cu.rt., per 100 cu.ft .......... . 
Over 5,000 Qu.rt., per 100 eu.ft ••••••••••• 

Minimum CbD.rge: 

For 5/S x 3/4-inch meter •••••••••••••••••••• 
For 3/4-inch meter •••••••••••••••••••• 
For l-ineh meter .••••••••••••••••••• 
For l~inch meter •••••••••••••••••••• 
For 2-1nch meter •••••••••••••••••••• 

'!he Mini:nu:n Charge vt1ll entitle the 
customer to the quantity of ~ter vhich 
that minimum charge ¥Till purchase at the 
Quantity Ra~s. . 

Per Meter 
Per Month 

4.10 
6.l0 

10.00 
17.00 
26.00 


