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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of
‘DUDLEY C. PEARSON and BETTY J. PEARSON,
¢co-ovmers of, and doing business as
COOK'S WATER SYSTEM, for an oxrder
authorizing increases in water rates
and the £iling of tariff schedules
effecting the same, and auvthoriz

the entry of a historical cost appraisal
of its utility plant and depreciation
reserve upon its books of account.
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Application No. 41449
(Amended)
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OPINION

RN

Dudley C. Pearson and Betty J. Pearson, doing business as
Cook's Water System, by the abové-entitled application £iled on
August 31, 1959 and amended onm December 9, 1959, request an order of
the Cémmission authorizing an over-~all increase in water rates of
about 90 percent to customers located in the town of Poplar, Tulare
Coenty. | | -

'The application states that applicants are‘requésﬁing
increases in the presently effective rates charged for their watexr
service so &hat their revenues will not'only suffice to pay for
maiptenance and operation costs but will bé adequate to cover depre-
clation and repliacement of the ﬁtility propertcies as well a$ to
provide a reésonéble return on their investment, théreﬁy'enabling
applicants to operate on a sound financial basis.

' Applicants'also request an order authorizing them to place
upon their bocks of account the vtility plant and depreciation
figures as set out in the original cost appraisal pzeSented{in
Exhibit “D" of the application.

‘-Engineering InveétigacionA *
Duriﬁg inveétigations made by the Commission's engineering
staff on Octobexr 21, 22 and 23, 1859 it was found that mahy'mbre
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customers were being served than the 160 custoﬁérs being,billed by
applicants. Secondly, that while all customers were served om a flat
rate schedule, they were not being dilled in advﬁnce-for the service
as is provided for in the utility's filed taziffs. Additionally, it
was observed that many of the additive charges authorized in the
prescutlj filed tariff Schedule providing for £lat rate service were
neither being applied nor being billed.

The engincering staff brought thesc disecriminatory billing
procedures and collecting practices, and the coriesponding deficien~
cies in revenues, to the attention of one of tbé co-owners of the
water company at a cornference held in Porterville on 6ccobéf 22, 1959.
Concurrently, certain disdrepancies in the original appligation‘ﬁeré
also discussed. The co-owner agrecd at that time to amend the appli-
cation and to bhave a cuscaﬁer—count méde.

An amendment to the application was filed om December 9,
1959, which included a proposed metered service schedule and several
<chanzes to the proposed flat rate schedule. .

The engineering field inveécigations Lurther revealed that
pressuxes in the southeastern and soutbwestern portioné o the sexvice
area are substandard. The co-cwner of the utility agrééd to take
ccféain steps to remedy this situatibn and applicancs;have indicated
in the subsequently £iled amendment to the applicatiqn thévvarious

improVements planned, includihg those to improve pressures.

Custhgr Réaﬁonse

“ Followingﬁfield investigations of applicaﬁ:s' opera- ' *’///
tions and‘accounting‘records by Commission engincers and accountants,
the Commission staff on January 20, 1960 sent a letter to e#ch of the

160 1listed customers of Cook's Water System. This letter provided

~ the customers with information concerning the present and requested.

I
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 rates, together with a preliminary comparison of earnings at Sucp
rates for the estimated years'of 1959 and 1960 and an butline of
proposced system improvements included in these estimates, The earn-
ings estimates wexe based on the assumption that the“utility'had
200 customers instead of the 160 customers actually being(billéd;
The letter also asked for amy comments the customers might wish to
make. | |

In response, thirty individuadl letters from cus;ome:s were
received, also two petitions containing 49 anc 48 names,':eSpectively,
and a letter from the Poplar Commumity Service District. All of
these letters and petitions protested that the rates'proposed by 
applicants were excessive. ‘Some of these le:ters‘fuxther indicated
that5there wexe iiregularities in the utility’s billicg practices and -
others complained of deficiencies in serVice.'

Revenue Analysis

A conference was held on February 17, 1960'betwéen the
applicants and Commission staff engineers. The utility's billing and
collecting practices as well as se:vice deficiencies and operatiopal
procedures were thereby again brought to the apflicants' atzention.
Applicants agreed to make a comprehemsive premises survey, to supply
the staff with information as to the typerand cost‘of‘impfovémeﬁts
deened economically feasible for the correction of inadequate oper-
ating preSSures in certain areas of the distribution system, and to
consider the employment of a part-time employee Lo opexate ;nd service
this system. Preliminary revenue information was furnisked in April
and the finai premises survey information reqpiredfoﬁ-proceSding
this application for rate relief was supplied oﬁ May 9, 1940.

Development of revénues predicated on tke premisés 6uxvey
data and customer billing lists indicated that an amnual gross

revenue of about $6,630 should be obtaired at present rates, and

applicants' proposed rates would genmerate revenues of some $12,500.

-3_
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Exwense AnalysiSW

.Recorded operating and mairtenance expenses &ere the basis
for applicants' showing. These werxe adjusted upwazd by the étaff in
order to take cognzzance of accounting omissions of transportation,
| labor and xnsu;aﬁce, and to comnsider more diligent col_ections,
improved superv*sion and service, and mﬁintenancc'of'addit_onal
plant herexna‘ter oxdexed to be inscalled. J

aerva.ce

In oxder to alleviatc prcésure problems in the service area
of Cook's Weter System, it will be necesééry-for'applicants.cé
instalivapproximately 200 feet of 6-inck mein, with‘necessafytvalves
aﬁd-fittings, along Povlar Avenue from Mountain View Drive to the
_Grange”ﬂall, then southerly £rom Poplar Avenue to-iﬁtercoﬁnécc with
 the existing 2-inch line on the eé&t side 0% the Craﬁge-Halﬂ;valso
to install a 4-inch cross-tie appréiimately 30C feet in 1ength, with
necessary valves and.fiztings, betweén'Mbuntain View‘Drive and

1lroy Avenue, on‘First Street. The estimated‘cost oZ these improve-~
ments is $6,000. |

The improvements héreinafter ordere8 to‘be nade will not
entirely cliiinate the deficiencies in this water system, but they
represent material steps to that end. While the order hercin will
not specifs a.ly providc for Zurther improvements in addition %o
these requ_red by this decision, applicants will be expec ed--o
d;ligen.&y pursue their improvement program as Set forth in the
amendment to cac application. |

Plant Accounts and Depreciation Reserve

The Commission has considered applicants’ zequest for
authorization to place upon their books of zeccount the uvtility plant

and depreciation reserve figuzes as set out in a statemeat of

original cost presemted in Exbit "D of tibe application. Ac

.-4_




. examination by members ¢f the Commission'’s accounting and engineering
staff of the applicants' recoxrds and of utility plant used and
useful in the utility's operations has indicated that certain

adjuotmencs should be made to applzcants'qf fgures. The item of

1$6,833.45 foxr pumping equipment (Ac. 324) should be *educcd to
-$4,8383.46, a reduction of $2, OOO related to a gasoline engine driven
¢genera:or whlceh should be “etzrcd as not. fit for scrvice. A corres-
-and:ng adjustment skould be made o thefdeprecxatlon reserve, result~
~ing in an adjusted depreciati§n reserve of $3;068.00'at-becedber 31,
1958. . | |
| In o:def to bring the utility plant and depreciation
xesexve amounts up to a more recent date, the Cbmmission's staff has
determ;ned these 2s of December 31, 195%, and applicants will be
authorized to place the following figures upon their books of account |
as of that date: : | - | | -
| Utility Plant

&¢c. 01 Intangidle Plant ...... secccscanen cecens

Ac. 36 Landed Capital .

AC-%%Z gxeml;lg --é- ---------- ‘.0.-.‘-..-.‘......'-“. :

AC- o’ ’ ho3 J-Pment- ----- --..-.c ----- a-'-o-.;-

Ac. 342 Resgrvgx"gyénd Tanks ...eeoveconosecs eeesas .1, 167 50

Ac. 33 Transmission and Distribution Mains .... T8 965.83

pro 3&‘5 Se""'V.a.Ceu TR N N A N e L R L R T T T ‘ 430 13
Total Utillty ?lanc 5IE,§Z§.1§

Depreciation Reserve | - $:3,618;OO3

Summary of Adgpted Earnings

The folloWing'tabu ation ,hows an estimated earnwngs
analysis for 1960 baoed on the premises survey amd customer lists

furn;shed by applxcants, application of the'rageuvset fqrth in
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Appendix A herein, and consideration of the operating.éxpenses, plant

additions, and accounting ad;ustments hereinbefore discussed

Estxmated Year 1960

Item | | at Authorized Rates
Operating Revenues 3 8,400
' Operating Expenses y 4,920
- Taxes (Other Than Income) ’600{
Depreciation . = , 635
Income Taxes ‘ 470
‘ 4 Total Expenses 3 6,325-
Net Revenue | $ 1,775 :
Average Depreciated Rate Base ‘$225155~
Rate of Return S 8.0%

Findings'and’cbnclusions-

After considering all the evidence of zecord and the state-
~ments xeceived by the Comrission from customers of Cook's Water
System, it is our copclusio#, and we so find, that applicants are
entitled to some rate relief, but not to the extent requ°Sted and
that an order should be lssued that will result in increased revenues
in an over-all amount of $1,775 annually. This authorlzatzon;wmll
result in an iIncrease in re&enue of about 27 percent as(coﬁparéd wilth
appiicants' requesﬁ fof'a 90 percent increase.

The rate base here inafter adopted ;ncludes an amount of
$6,000 to reflect the full year effect of the distributior main
improvements which we find to be necessary for improvemeﬁt of sérviceﬂ
To the extent that the estimated costs of these'in@rovemencs have beé;
included ir rate base, the order will require applicants to make such
installations within 2 reasonable period of time. The order will
result in a rate of return of approximately 2.C pexcent on a;$22,155'

depreciated rate base, which return and rate base we hereby adopt and |

find as reasonable for the purposes of this decision.
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It was ascertained during field investigations by the Com-
nission's accounting staff that the applicants'’ records ars\de ficient

and in some respects may not be maintained in the manner,required'by

‘the Commission. ‘Applicants are placed on notice that steps must be
taken forthwith to comply‘w1th the accounting proceduues as set
'forth in the Uniform SYStem of Accounts for Water Utili tzes pre~
scrxbed by thlv Commission.

Iz the Comm*ssion s opinion, the spread of rates provzded

by Appendlx A berein is found to be "easonable.

— e et o o

The Commlsszon having cons;dered the request of applicants
and being of the opinion that a public hearing is not neCeSSary,
therefore,

IT IS HEREBY FOUND AS A FACT that the Increases in rates and
éharges authorized herein arxe justified and that the‘présent rates
insofar as they differ from those herein prescrmbed for the furure
are unjust and unreasonable- therefore,

IT IS HEREBY ORDERED that: ‘

1. Applicants axe authorized to file in quadruplicate with
. this Commission, after the effective date of this order, in comform-
ity with General Order No. 6 the schedules o: rates attached to
this order as Appendix A and, upon not less than five days notice
to this Commission and to the public, to make said rates.effcctive
for all service xendered on and after July 1, 1960

2. Within. forty-fmve days after the ecfectxve da te of this
oxder, applicants shall file in quadruplicate with this-Commission,

in conformity with the provisions of Gemeral Oxder No. 96 and

acceptable to the Commission, rules governing customer relations

dargns

ap—"
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revised to reflect present-day operating practices, a revised tariff
service area map and current sample copies of primted foxms noxmalily.
used in comnection with customers' éervices. Such rules, tariff
service area map and sample for&b shall become effective upon five
days' notice to tbe.Commission and to the public afﬁer filing as
hereinabove provided. | |

3. Within sixty days afcer the cffective date of thls
oxrder, applzcants shall £ile with this Commission four cop‘es of 2
comprehensive map, drawn to an indicated scale not‘smallez than
300 feet to the inck, deliﬁeating by appropriate markings the various
tracts of land and territory served,.ac principal water productiom,
storage and distribution facilities, and the location of the various
- water uatility propergies of applicants.

4. Beginning with the year 1960, applicants shall determine
depreciation expenses by multiplying depreciable uiility plant by &
rate of 3.0 pexcent.: This rate shall be wused until review-indicates
it should be revised. Appllcants shall review the depreciatzon rate
using the scrazght-;zne remaining life method when majior change in
utility plant composition occur and at intervals of not more than
five years, and shall revise the above rate in conformance with such
reviewé;_Results of these reviews shall‘be‘Submitted,to_this

Commission.

5. On or before Septeﬁber i, 1960, applicents shall have

installed, in conformity with the_requiremenés of this Commission's
Genexal Order No. 103, and shall have placed\inVOPeiation_:Ee

following improvements to the watexr system and, within fiftgéﬁ days
after the installation and placing in operation of each category‘of

said improvements, shail so notify the Commission in,writizg thereof:
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a. Approxim#tely 900 feet of main of not less than
6 inches in nominal diameter from the intersection of Poplar Drive
and Mountain View Drive along Poplar Drive in an easterly direction to
the Grange Hall, thence southerly from Poplar Avenue to interconmect
with the existing 2-izch main on the east side of the Grange Hall.

b. Approximately 300 feet of main of not less than
4 inches in .nominal ciameter £rom the intersection of F:{.rs# Stzreet
and Mountain View Drive westerly along First Street to che inter-
section of Kilroy Avenue and“ First Street as a cros_s-tié, for the‘vmain
on Moxmtdin View Drive; and the main on Kilroy Avenve..

6. Applicani:s are authorized to entexr upon their books of
accovnt the vtility plant and depreciation reserve zmoumts heréin-
before set -fo:':t:h in this decision.

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

Dated at San Francisco , California, this é ,Z' , day
of inl __, 1960. -

7
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Sehedule No. 1
GENERAL METERED SFRVICH

APPLICABTLITY | i
Applicable to all metersd water service.

TYRRITORY

The wnincorporatod commmity of Poplar, and vicinity, appro:dmteﬂy
€ miles we,'bcrly of Porterville, Tulore County.

RATRS

Quantity Rates:

First 700 m-fto or less Sssesmssssvsssssvssnsrraay
Next 2 300 C'u.‘\b-’ per 100 c'h..-u- ssevsavenessnsene
Next ‘7 000 cu.fta, por 100 Cusfte secesccnsccnnccns
Over .’L0,000 cu.ft., per 100 CcUfte cecvcnncae-

Minimm Chargo- |

For 5/8 % 3/l-inch :net»r tesemesecststacssasesccsanen
For B/binch mvr ...-............‘...‘..'..'..
For 1=inch MotAY eeveececccccccsscrovsrccacee
For 1wl/2ei0Ch DETOL vevesmensesccconcacsrorconan
For R=inch DOIAT cececenccccrcccncenccncascns.

The Minimum Charge will sntitle the customer .
to the quantity of water which that xinfimem
charge will purchase at the Quantity Rates.
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Schedule Ko, 2
GENERAL FIAT RATS SERVICT

APPLICABILITY

Applicable to all water service furnisked ¢n a flat rote bacis.

TERRITORY

The waincorporated commmity of Poplar, and vicmity, approvinately
3 niles westerly of Porterville, Tulare Com‘ty.

RATES | | | o
Por Service Connection
__DaT Month '

1. For z single Zamily residence
on a sm Iot .......‘QI.'I...l.-.lll...‘.;

(a) For sack additioral single
family resideatial wnit on
the same lot and servad from
the game service connection .ecevcrvass
2. For each shop, office or store cccvececrecenn

3. TFor each cafe, restaurant, tavern,
service station or launderetto cececceccncane

L. Tor each marmt, includ:!.ng evaporative

CQOIG:'..; ......'l---..--'.'....--l......-..--.

5. For sach trailer coum__.........;............

SPRCIAL CONDITIONS

1. All service not covered by the above clacsifications will be
furnished only on & metered basis.

2. Meaters may be instelled at option of utility or customer for above
' clagaifications ir which event service theraafter will be Surnished only on
the bagls of Schedule No. 1, General Metered Servico.




