Decisioo No.‘f

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE:OF CALIFORNIA ~ '

In the Matter of the Application of ,; =
FRANCIS. LAND AND WATER COMPANY, a C o
corporation, for authority to in- )

crease. its rates and charges for ics ) Application No. 42035
water system serving the Town of . o Amended
Ferndale and adjacent unincorporated ) -

territory, in Humboldt County.

Warren A. Palmer and Orrick, Dahlquist,
Herringtoun & Sutcliffe, by‘ﬁ@gggglgl_
" Palmer, for 'applicant.

Harold Gold, R. Gerald Jones and Reuben
Losner, by R. Gerald Jomes, for ‘
Department of the Navy, United States
Govermment, protestant.

George Hindley, for Citizens' Committee
of Fexndale, protestant.

Elmer J. Sjostrom and . John R. Gillanders, o
ox wmission staff. - o o

0 P I N I 0 N

By the above-eotitled application filed Mhrch 15, 1960 s
and amendmeot thereto £1led March 29, 1960, Francis Land and water-:ff e
Company, a corporation, seeks authority of this Commission to
increase’ its Tates and charges for water service'rendered in the o
City of Ferndale and adgacent unincorporated territory in HumbOIdc?mlit‘ \
tounty, by a gross annual amount of $24 246. o R
" Public Heari '

After due notice, 8 public heariog'wes-held before e
Examiner E. Ronald Foster at Ferndale on August z and 3, 1960.J} DO
the second day of hearing ‘the matter was submitted subject to lateﬁfiﬂi‘ S
filing,by applicant of three exhibits and by the Commission staff ofjfiﬂ o
one exhibit. The said exhibits have been filed and the matter is

now ready for decision.m‘
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Applicant s Reguest

3351°311Y> aPPlicant requests the Commission to establish T

‘rates for water service'which will enable applicant to-realize a

7.5 per cent rate of return on. its rate base.; Exhibit D of the

application indicates that to yield such a rate of return the sross S

operating revenues would need to be approximately 139 per cent more ﬂf3~”

than the correSponding revenues obtainable at the present rates on
the estimated level of- business for the year 1960
Rates, Present and Pr Josed o | '

On: or about Nbvember 23 1954 the Citizens Utilities

Company, 3 Delawnre corporation, with administrative offices locatedfi?;ffﬂf

in Stamford, Connecticut, purchased all of the capital stock'of the 1[},*ff“r

Francis Land and Water Company;_ Ihe meter rates and’ flat rates then;7[ﬁf5yf

in effect since September 1, 1948 had been authorized by Decision
No. 41931 dated August 10 1948 in Application No. 29007.~ The

same. meter rates ‘were refiled and the schedule of flat rates-wns gp.l~jsv“~

eanceled by the new'management in accordance-with its Advice Letter *}fif g

‘No. 2 filed February 19 1955. :

After the instant application was filed with its Advice

Letter No. 8 filed April 29 1960, applicant refiled the achedule of:}ﬂsffifi

rates for general metered service to include minimum chargesrfor

6~ and 8-inch meters, which schedulefbecame effective May 17 1960

as authorized by the Commission s’ Resolution No. W-707. The follow-ijVi:fc

ing comparative tabulation aummarizes the present rates and.charges ff*l*”“‘
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: and those proposed by applicant for general metered service, as )

amended at the hear:[ng.v ‘ e T e
' S _ﬁ7 Per Meter Per Mom:h
Quantity Rat:es.‘ S D | Presem: Proposed Increase -
First 3,000 gals. or less ..i... § 1. 35 $ 3. zsvf.f‘lalz ) e
Next 7, 000 gals., per 1,000 gals.. .95 . 138
Next 10, >000 gals., pexr 1, ,000 gals. ‘.35: .85 143
Next 20 OOO gals., per 1 000 gals. .25 .60 . 140

Next 30, ,000 gals., per 1, >000 gals. L5 .35 1335 .
Over 70,000 gals., per 1, 000 gals.v. o100 2500 7150

Minimm ChargeS' ”

5/8 x 3 ’4-inch meter-_ cescvesens $ 1 35— $ 3.25. . 1&17.
lrinch},meter{ soverorvee 3 50 8 50 - 7;’143:?,
1x-inch meter ..eeveeeee 7.001#-\‘_16 S0 X360
2=-inch" meter'; cmcscreene - ‘le.OO_'-?", . 24‘.'00-1;"'13 U0

4-1!1(:11 meter csvenn *sve 4’0-00 95‘.00‘ w138 § . S

G-inCh meter .-;- CE WY 70 QOO 175-00 150* A 7 .o ‘,

8-inch meter . .."‘........ 100.00?:‘ 250 00 150 A

The nex:t: cabulation shows a comparison of t:he cost of

metered service for several usages, computed on. a bimonthly basis and
assxming serv:!.ee through a 5/8 by 3/4-Inch met:er' B - o

‘Bimonthly " L ‘B:.mont:hilgr Bﬂling
Counsumption Present Proposed o g
(gallons) Ratea ‘_ Rat:es " Increase

6 000 or less $ 2 70'_‘ $ 6. 50‘;‘ - 141% -

10 000 (avg.) 4.30 10.300 © 140 - .
20,000 - ~ 8l3p - 19780 - 138
30,000 11.80  28.30 140 .
40 OOOL,A ©15.300 0 36.80.  14Y
50,000 ' 17.80° . 42,80 140
75.000 2405 . 57.80 1407
100,000 28.30 - - 67.80 140 -
150, 000 -35.30 '84.30" 139 .
200, 000 ' 40.30 96.80 140 .
300,000 50.30 ©  121.80 142
400,000 60.30.  146.80 143 -
500,000 70.30 171.80 = 144

1 000 000», : 120 30 296 80 : 147?,);

In the 3Pp11cacion, the follow:!.ng spee:tal mecered serv:tce
Fate vas pr°p°’°d for the U- S. N‘WY 5 recent: Capehart: Hous:{ns i
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Installation comprzslng 2 residences and" three private fire
hydrants all served through a single 8hinch meter.

" First 240,000 gallons per month $250‘OO
Over 240 000 gallous, per 1, 000 gallons e 25

Because this proposal proved to be 1nconsistent with the schedule ofﬁrf'ffff

‘rates for general metered service, subsequently fxled to include -

sexvice through an 8binch meter, applicant retracted this request l

at the time of the’ hearrng and stated its.willingness for the Navy A

premises to be Supplied under the general metered service schedule. ffdi[ e
Although there is no filed schedule of rates for publxc ‘.__W‘.:

fire hydrants, applicant hasAbeen chargxng_for service being:rendered'”of”ﬁ‘

to a number of such,hydrantsvinstalled in connection with applicant sdiip‘f*'

water system. Followsng is a comparison«of the rates being charged

~and those prOposed for. sueh service° . ;' T
© " Rate Per Momth ~ - ' =
" Present Proposed Increase ‘

For Each Whazf Type Hydrant $1.50 $2.50 67‘7.’. SR
For Each Standard Hydrant B 50 3AOO 100

At the time the application was prepared there were—a few futﬁhzhf
customers still being.billed at. the flat rates authorized by‘the ‘, B
Commission in 1948 but which are no«longer on file.o Applxcant pro-fifﬁ°'d*‘f
_posed to discontinue this practice-and to install meter3~on.the .
remaining,flat rate services., e N

- Description of System

| Tunnels and springs.located south of the city are the | _ R
princrpal source of water supply for this system.l The'water is con-lf‘“uddd
veyed partly by gravity to six collecting tanks-holding a total of |
36, 500 gallons’ and partly through an electric motor-driven booster
pump £O two concrete reservoirs-having al combined storage capseity AR

~of 1,330, OOO gallons located on’ the hillside southwest of the‘city, ¢iffgi‘l;
from where the system is supplied by‘gravity‘through two~8-inch H

water mains.
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‘Water is also procured from a. well located northeast of
~ the city and equipped with an electrically operated deep-well pump
wmit capahle of producing 80 gallons of water per minute which is
delivered directly into the distribution system through a 5-inch
‘txansmission pipeline approximately 3 500 feet long.‘ S R S
‘During the latter part’ of 1959 applicant installed approx-‘;f-y“l o
imately 8,700 feet of asbestos-cement pipe as. a; second feeder main
from the storage reservoirs and as a replacement of some small-sized -
'distribution mai.ns, partly to supply the new. Navy installation. ‘ At
the close of the year 1959 there were approximately 52 900 feet of
of transmn.ssion and distribution mains, varying in size from 135 to N
8 inches in diameter, serving approximately 524 customers, practi-
cally all metered, and some 28 public fire hydrants. Since then, o

service has been completed to the Navy s 24-residence housing unit. S

Ferndale and other stomers R NI T
S “The' wayor of the City of Ferndale introduced in evidence

Exhibit No. 4 containing excerpts from minutes of the City Council

Yeeting of August 1 1960, wherein the council unanimously went on

record in Opposition to applicant s requested return of 735 per cent

oo its investment as being excessive and exorbitant.‘ He testified L
that the council wasg not opposed to s reasonable :mcrease in water
rates for applicant. R | | o

A representative for a Citizens Comittee appointed by

the wayor to study . the proposed rate increase also appeared and

testified in protest thereto. E:d:xibit No‘. 3 consists of a brief, o
setting forth the thinking of the conm:.ttee, in wb.ich it is pointed.f":; L
out that of approximately $23 000 more revenue to be obtained from ',

the residential cnstomers, some $5 000 would be pa:id to the Federal}‘»"‘uf.
Government as income taxes. 'rhe committee questioned the sudden U
increase in depreciation expenses from appro:dmately $3 000 in 1959“:5\7‘\“;"_,‘:‘1:; ':’}
€0 $7,000 1o 1960 as shown in applicant's Exhibir No. 1. The brief‘;,ff'ﬁ"‘f”{,",_ o
also pointed to the confusion as to the ownership of the fire S

, --5- .




bydrants fn the city and claimed that all fire hydrantsvhad been 7}vd3V'fllf

paid for by the city and are owned by it"this.matter will be'dis-*jfg,ﬂsff

~ cussed furthex hereinafter under an appropriate heading.,a fi;fﬂ
An official of’ the Ferndale Union High School District
testified that he was not opposed- to an increaae-in rates which

would render a reasonable return to applicant but that an.increaseﬁm' -

of 140 per cent would create an undue hardship for the-school thefﬁ\"jg;g,

annual budget for which was already prepared : |
Two other customers, both living in the vicinity of |
Arlynda Corners’ in ‘the most northern portion of the service area,jif‘;\
testified in regard to. the'quality of service being-rendered Oneaik“;
complained of low pressure resulting from small diameter pipes in

the distribution system, a condition which applicant realizes isvin )

need of improvement by the installation of larger piping. The other f7=d[§‘
_complained particularly about the quality of water from the Ambrosini?ﬂfffff

well . which is used. to supplement the supply to the system._ Applicantﬁdjf';_

is aware of this condition and has very recently installed apparatus fﬁfvﬂfi

to introduce a chemical to reduce the effect of the iron content in

the water, which discolors.clothes being washed.- The evidence shows ”,\~‘]»

that the‘well water is potable and safe for human consumpgion.._ L

Counsel for the U. S. ‘Navy Department questioned

applicant's witnesses concerning the basis for the proposed increase‘;ﬂuun '

in the charges for water service to the—Navy s housing,unit from L
$100 to $250 for the first 240, 000 gallons or 1ess water per month |

- and from 10 to 25—cents per 1, 000 gallons for usage in exceas of

that quantity. This customer appeared to be satisfied when applicantji_ix:p

signified its willingness to supply this installation wdth water
under the general metered service rate schedule.

Public Fire Hydrants

o connection with the 1948 rate increase proceeding, _u
Application No. 29007 the staff's.Exhibit Nb. 3 contained an .
appraisal of applicant 8 properties, which.listed 25 fire hydrants

v‘-6— -
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at 2 total cost of $400, which anount bas 'suhsequentl}? be'en carried

in applicant's pl'ant accounts. At the hearing in the instant pro-
ceeding, evidence was presented that the original 25 hydrants, as
well as five more hydrants since installed on the system, were: _‘ K
actually paid for by the Fire Department of the City of Ferndale.
The local manager for applicant for the period from about 1934 to

1952 testified: that even at the time when the appraisal was made in o

1948 he knew the fire hydrants, including the standpipes and elbows

connecting them to ‘the water mains, were the property of the city.

He stated that it had ‘been the practice for the. water utility to T

install the fire hydrants and .then' to bill the city for the cost

thereof . Repairs and maintenance were likewise paid for by the city.’-_-.“‘-v"v :

In view of the evidence introduced at the hearing pertain-

ing to this- subject, applicant expressed its willingness to relin- e

quish any claim to ownerahip of all of the existing fire hydrants
serving the City of I-‘erndale and,’ furthermore. requested the

Coumission to authorize such action by the execution of whatever v

document may be apprOpriate. | 'I‘he order herein will grant applicant s{:"_- o /

request in this respect. a
Simnary of Showixms ‘

Applicant s basic ahowing consists of a detailed results
- of operation report, Exhibit No..l which is identical with the

revised report attached to the amendment to the application received -

March 29, 1960. | Ty
| Exhibit No. 5 is a similar report on the results of

applicant s Operation for the years 1959 adjusted and 1960 estimated

as prepared by the Comission staff and dated .J‘uly 18 1960.
The respective showings of applicant nd the Comission
staff at both the present rates and those prOposed by applicant, ’are

compared for the two test years 1959 and 19b0 in the following tabu-

lations condensed: from applicant s Exhibit No. l and the staff '
Exhibit No. 5. L

| "7-.-’:; o
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 SUMMARY OF EARNINGS

AT PRESENT RATES

e

Year 1959 ~Year 1960
Re= : Adjusted Estimated
Item :corded : plicant' 'Staff‘ Agﬁlicantr Scaff

Reveunues

Gen. Metered Service $15, 906 $15 530 $ 15 960 $ 15 958 $ 16 220
Flat Rate Service _ 2 128'

. Total Revenues

ses - ~
r. & Maintenance = 6,577
Customer Ac.& Collect. 2,197
Administrative & Gen. 2,979
Subtotal ' ‘

Depreciation
Amortization of
Property Loss -
General Taxes
Taxes on Income .
Total Expenses: 16,

Net Oper. Revemue 55 @y ase 313) (879) o

Av.Deprec.Rate Base - 80,500 135,600 146,200 133 000"

Rate of Return | (0.5)7,_ . 12)7:. (s.o)'z. (o 64)7.

(Red Figure)

AI APPLICANT'S~PROPOSED RAIES
Revenues

Cen. Hetered Service s sse0 538 278“_'“'“}& ,890.

Navy Housing Unit . ‘ N 3 000\«;,.,_, 2,

“Public Fire Hydrancs

A Tbtal Revenues

Ses

' per.‘ "Mhintenaﬁceﬁ'

Customer Ac.& Collecting
Administrative—&fceneral '
Sdbtotal g '

Depreciation

" Amortization of =

Property Loss:

General Taxes -

Taxes ‘on Income
Total Expenses

'Nec Oper ‘Revemue

AV-D_eprec._R.at_e_"Base D R ;‘,‘,‘.‘135- 600

Rate of Returs: - . = 13.067

TN TRY)

 Navy Housing Unit' 1,200 1 ooofr;i.‘f., 1 200:-5_:7,} L
Public Fire Hydrants 505' ' 505~ o . S40.- 540 .
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The significant difference between the estimates submitted?fhy»

by the applicant and by the staff‘will be discussed under
the headings indicated o \

1. QESEEE!BZ.BQ!EE!Q& "The differences between the two esti-.@fﬁdi”*

mates of operatrng‘revenues are‘due (1) partly to dissimilar methodsﬁff;fﬁf;

of estimating the average ‘revenue - per customer and the-average number

of general metered customers for the two~test years and (2) partly

to different treatment of the revenue from the recently installed e

‘ Navy‘housing unit. . | | . | ‘
We adopt as reasonable theﬂstaff' adjusted amount of ,

$15,960 as the revenue in 1959 at present rates from an: average

oumbex of 524 general metered customers.a For. further revenue compu-f3d"

tations, we also adopt as reasonable the staff's estimate'of an
avexage number of 529 such customers in 1960 and. applicant s ratioA
of 2.3986 between revenues at proposed rates and at the present
rates for this class of serviee.’ S - - Lo .
Ve further adopt. as-reasonable for trending purposes in tii:hp
this proceeding the staff's amounts of revenue for the two test |
years for serv1ce to the Navy installation and to the public fire

hydrants.

Qperation and Maintenanoe nxpenses. The expenses under

this heading are incurred locally and are'classified under subhead-nm(f
ings of source of supply, pumping and water treatment transmission ffh
snd . distribution-‘and customer aecounting and colleeting.~ Considered
all. together, both the applicant s and the staff s amounts for the

two test years are HPPreC1ab1y'higher than the total of these B e
‘expenses as recorded for the-year 1959, partly-due to substantialwfffj77“7
increases in salaries and wages.v In 1ts estimates, the staff di ”__p
allocated approximately 10° per cent- of the local manager s salarynjyfhfpu

to capital additions and improvements, Whereas applieant did not.afv._,

-9a-
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' As a group, the staff's estimates appear to be the more consistent AR

‘and realistic and they will be adopted as. reasonable. o

3. Administrative and General Expenses. The staff ‘s adjusted;ﬂ

amount of administrative and general expenses for 1959 is higher

than applicant s while its estimate for 1960 is lower than appli- “ Y

_cant's. e Al
| The principsl item: of these expenses consists of charges
"';"vallocated to applicant for mutual services rendered by its parent,
"'..itizens Utilities Company at Stamford Connecticut and by its
:’affiliate, Citizens Utilities Company of California at Redding, ,'

California. The staff used the -same percentages developed by appli-'lr_

cant by a c’+-factor method for allocating these mutual service -
charges to applicant. ’rhe two main reasons for the differences in
~ the allocated" amounts are the differing methods used in estimating
the construction credit elements and the elimination by the staff
of the Delaware franchise tax which is applicable to the parent
company only. ' :

Among the direct charges, the 1argest s:lngle item i‘s that

| for legal regulatory comnission and special services. This item

" includes the cost of the current rate proceeding, estimated by
applicant at $8,100 and by the staff at $3 000 in each case to be
prorated over a S-year period, plus an amount for normal legal ‘
expense. In snpport of its estimate, applicant referred to recent
proceedings of two affiliates where the total recorded rate increase
proceeding costs were $7 736. and’ $6 482 for systems serving a'bout
2 300 and 1 400 customers, reapectively. ' The smonnt of $8 100 1s:l
considered inordinate for the instant proceeding involving only |

530 customers. Under cross-examination, the staff supported its

estimate with detailed figures which appear to form a reasonsble A,

basis for the total amount of $3 000- ‘ Such amount for regulatory__’:_;f: .' .

o e10-
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. .

expense, prorated over a S-year period will be included in this

item for both test years on a pro forma basis for trending purposes;ff"

_An annual amount of 5384 for rents ahown.in the staff' ffdiﬂfu,ﬁ

figures, but inadvertently'omitted by applicant, appears to-be
proPer and'will be allowed as part of 'the direct chargea. o R

After a careful review of all of the components upon the l\”‘
basis of which applicant s adminiatrative and general expenaea are

determined we adopt ‘as reasonable-thelamounts of $3 532 and $3 714\@meiffff

for the two test years of 1959 and 1960 respectively.,,-‘f

4. Dggreciation. Prior to' the end of the year 1959 appli-ﬂ.‘-r._-‘ﬂ

‘cant’ s.depreciation expenae has been calculated by the use of the

S per cent sinking. fund method Beginning,Jenuary-l, 1960 appli-?f]iQ”V"*T

cant has indicated its intention to adopt the straight line remain- T

ing life method of depreciation accounting. S (
For the'estimated ‘year 1960, the staff determined the~

annual depreciation accrual by the straight-line remaining life

method based on the adjusted depreciable plant and the depreciation 'jT» ‘

reserve, spread to the various Plant accounts.as of January l 1960
and including,estimated beginningr and end-of-year average net plant
additioma fcr 1960. The same method ‘was followed projected back to

the year 1959 adjusted, on a. provforma basis.

. Applicant used the recorded amount of depreciaticn,expense, fl'°gf

calculated by the 5 per cent: sinking fund method for its 1959
adjusted figuxe. For 1960 applicant also determined the annual
depreciation accrual by the straight-line remaining life-method

based on recorded depreciable plant. and depreciation reaerve;v ch-ifﬁ

ever, for thxee of the plant accounts, representing over three-e77”-" |

fourths of all depreciable plant, applicaut used‘a different weight-f?il;f f

ing for arriving at the remaining life of each,of these three K

classifications of plant. Whereas. the staff used weighted average |

future dollar-years to determine the remaining 1ives, thua giving |

effect to the cost of substantial recent additious, applicant'used T

units of phyaical proPerty-years-which in effect, does.not reflect *j‘ «
__11_,‘
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. costs for the various items of plant.= An inspection of applicant
method reveals that it leads towunreasonable results and it is

unacceptable.,

The Staff's amounts, determined in accordance'wdth recog-'f;”"'”‘

nized standard practices, are considered reasonable and will be-used-fg;ﬂﬂ“*

for the purposes herein. Such amounts will be'revised however,‘to
eliminate the depreciation expense of $15-on fire hydrants,'which
are not the property of applicant, as.hereinbefore explained

In the order which follows, applicant will be required to~i_ﬁgisﬂw

determine depreciation accruals, by accounts, bY 8PP1Ying~the follow-fj'ﬂﬂﬁf

ing ratesrto depreciable utility plant as indicated'}f'“’

Account : ' o
Number Description-

Source of Supply Plant-
312 Collecting g Impounding Reservoirs-

g%gﬁ Wells s
« Pumping tructures
324 Pumping Equipment

Water Treatment Plant -
332 Water Treatment-Equipment‘

Transmission & Distribution Plant
342 Reservoirs and Tanks ;
343 Transmission & Distribution Mains
345 Services L
346 Meters

‘ General Plant o s

372 ~ 0Office Furniture &-Equipment

373 Transportation Equipment = | P
378 Tools, Shop & Garbage- Equipment 7. 9‘,

5. Amortizarion of Propertg Loga During 1959 applicant -
expended $3,692 for the drilling of another well.” Analysis<of thex‘?"

water produced from the well indicated that it would be unsatisfac-l-a‘sﬁ_;_

tory for use in the system. Consequently applicant proposes to
transfer this expenditurefto-Extraordinary PrOperty Losses and to
amortize the cost over a period of five years, or at the rate o£

$738 per year, beginning with the year 1960.‘ The staff used |

B -12-
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10 years as the period for amortization, or $369 per year, whidh it
included'in b°th test years on a pro forma’ basis. . | B

For an item of this relative magnitude, it appears that an f%f T

amortization period of five years is not unreasonable and applicant
will be authorized to make such a charge of $738»per year to the
proper expense account, beginning with the year 1960'; o |

6. General Taxes. The major portion of general taxes consistslfdf*kﬂ

.of ad valorem taxes, which the staff computed on" the-basis of the
latest known 1960 61 assessment of utility plant supplied by*the _
Hnmboldt Connty Assessor, using the latest known tax rate which.wns
that for the 1959-60 tax.year. Applicant anticipated an’ increase }7Hi

in. the assessment for 1960 61 and estimatedlauch increase at

' §22, 948- which accounts for applicant s estimated ad valorem taxeafu" -

being considerably in excess ‘of the amount estimated by the Staff,r~f L

Included with applicant s late-filed Exhibit No. lO is a

lecter dated August 8, 1960, from the office of the. Humboldt County:

Assessor stating that the total assessment on applicant 8 land and {fifi;flf

improvements would be $30, 800 for the tax-year of 1960-61 ‘an.

increase of $14,330 over thelprevious year. Accordingly, applicantvaav

revised its estimate of ad valorem taxes on that basis._ However, ?ﬁ..;'

applicant neglected to average the tax, thus computed with the‘taxici;;jlrs

_'for the 1959 60 tax year to determine—the'ad valorem.tax,for the
calendar year 1960. - \h_ | i. ‘ o o
 In its late-filed Exhibit No. 11 the staff used the

revised 1960-61 assessment of $30,800. and the latest known tax'ratefkflp;dst

in evidence and’ calculated an increase of $570 in ad valorem taxes

for the estimsted year 1960 To be consistent with the staff's roll?fflﬂﬂid

\back of utility-plant for the adjusted year 1959‘and the estimnted

year 1960, on a pro forma basis, the ad valorem taxes for the years p“ ,

)
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1959 a”d 1960 9h°“1d be 1ncreased by about $780 and $1 110 reSpec- e

"tively ‘over the*staff's adjusted amounts shown in EXhlblt No. 5.‘\‘ X

the two test years will be adOpted as reasonable for the purposes

herein.

ﬁ As thus revised the staff’s amounts of general taxes for K¢f;ffff

"7;; Taxes'on'Income. Applicant has,not elected to use liber-.ﬂp R

alized depreciation in its filed income tax returns to date. In its‘fti‘ -

calculation of income taxes, applicant used book depreciation and

did not reflect deductions for advances for construction., In

accordance with Commission policy, the staff s income tax calcula-":" R

tions for the two test years reflect depreciation on the ”as,paid" o

basis and deduction of plant for advances for construction.h

The staff’ s.method of computing-taxes based on. income will SR

be adopted using the apprOpriate amounts determined on the”basms
of the revenues and expenscs as revised herein, including.the

amortization of property loss, prev1ously discussed

8. Utility Plant sod Rate Base.r Based on the appraisal dated Cfﬂ;%]@

March 15, 1948, made in connection with Application,No. 29007
applicant s recorded. utility plant was. $63,516:as of that date.:_ .
During the period‘from then until December 31, 1958' net additions
o plant awounted to $46 246 and net additions 4in. 1959 totaled

$75 026, making the)total recorded plant 3184 788 as of December 31
1959. The 1959 net additions of $75 026 represent approximately

62 per cent of the total net additions made since the appraisal date.ffidf‘f

For the'purpose of this proceeding, the staff considered }mffﬂ}pjf

$70 238 of the 1959 net additions as not being associated with

'normal growth, which amount ‘the staff 1nc1uded in,utility plant forﬁgmf*ﬁ;;?

both test yearS-onua pro forma basis. The staff's average depre-~**i'f”

ciated rate base for the year~l960 is $& 200 lesswthan applicant s.;]f"f
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An avalysis of this dszerence—reveals it is-due primarily to the L

followmng elements*

a. The staff's average depreciation reserve is .
$2,825 less than applicant's mainly because of -
the staff's smaller depreciation accrual for ‘
1960, as previously d;scussed

Consistent with the staff's treatment of reve-
nues and plant installed for the Navy's housing
unic, the amount advanced for that imstallation
was included in full for both test years, as: a
modification to rate base, whereas: applicant
included the advance for only a part of 1960, S
thus making_a difference in that year: of $4 690. L \

Based on the mannmer in ‘which the utility s

expenses are incurred and its revenues billed

the staff estimated the working cash allowance

at $1,100 compared with $6,500 estimated by .
appl;cant, a difference of $5,400. A review ‘
of the several factors imvolved in such amounts, . -
detexrnined by ;udgment, leads to the conclusfon .
that the. staff's estimate is the more-justifiableﬂ
and reasonable. : . ‘ .

In view of all the evidence, the staff's average depre-?ﬁ5~7de97"

ciated rate bases, corrected for the»elimination of fire hydrants

from applicant s utilxty'plant, will be adOpted as reasonable upon

"which to. test the reasonableness of the revenues estimated as obtain-ff*jffff

able at applicant s prOposed rates and at the rates to be authorized jﬁ*a”ﬁ”j

. in this proceedzng-,

Rate or Return

Summar;zing, after adjusting for the amounts.found reason- ’*“““"*~§

rable in the foregoing dlscussion, the following,tabulation setsfﬁ

forth the revised results of applicant s Operations herein ad°Pted““

for the adgusted yeaxr 1959 at’ appllcant saprOposed rates and for the‘fff

year 1960 as estimated at the present rates, at ‘the proposed ratesﬁﬁ‘d“'}“ .

and at the rates hereinafter authorlzed.‘;;
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REVISED RESULrs'oF-omI'GN ASADOPTED " L

= 1959 - T , o R

:Adjusted: ' 1960 Estimated '+ o .

*ProPoseE-"ﬁresent<‘Froposechﬁtﬁorized:ﬂf :
Item Rates T Rates 2 Rates":‘ Rates*\“:

Revenues T
Gepexal Metered: Serviee $«38‘280 $ 16 110 $ 38\640 $ 30 020;f¢v“ L
Navy Bousing Urnit , : 200 3}000 .vl 320
Public Fire Hydrants . \ s40 o7 970 .
Tbtal Revenues ~ o , v 3Ly3L0 0

| ses “
‘ ation and Maintenance

Customer ‘Acct.& Collecting:
adminigtrative & General

'Subtotal
Deprecxation » 343
Amoxtization of Property loss 738
General Taxes . 2,377
Taxes-on.Income : 6,199

Total Expenses = o 9099 . o
Net Operating Revenue l‘ﬂ 16d511' (2 453) 16 28?&?}«? SEREREE
Average Deprec. Rate Base 135,400 137,800 137,800 137, eooif?-'f;«""'?53‘7‘
Rate of Return : .i 12.19A Loss ?l_ 11 82%\__ 6 87%

| (Red Figure) | o SR

The evidence demonstrates, as indicated by foregoing tabn-&lVi:*;: 

lations, that revennes obtained from existing,water rates-are inade-ff"dh":
- quate to meet ap olzcant s reasonable—needs and that applicant 1s R
entltled to increased revenues.‘ However, as indxcated by the IR
rmmediately foregoing tabulation, the rates which’ applicant has pro-3f'd7fld
‘posed would yield revenues eonsiderably greater than a reasonable
return would requzre. It may be noted that the rates of return st L
the proposed rates for the two test years 1ndicate~a downward trend fﬁf;ﬁYVdﬁ
| of. about 0.37 per cent. | B

Flrdznws end Conclnsions |

The Commrssion finds and concludes thst the estxmates of

oPersting revenues, expenses, including,depreciation and taxes, and f_ii”ﬂ
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‘the rate bases as rev1sed herein, reasonably represent the results

of. applicant s operatzons for the years 1959 and 1960 and they-will g;f.ﬁlf

be and hereby are adopted for the purposes of this proceedlng. RN

After considering all of the evidence, we find that applxq;h o

cant is entitled to a portron of'the relief sought and that an
oxdex should be Issued revising,and 1ncreasing,the rates for water

service in the manner and. to the extent ‘set forth in Appendir,A

following the order herezn. As indzcated by a foregoing‘tabulation,,f;?

the rates: here1nafter authorxzed are estimated to produce for the

year 1960 total operating revenues of about $32 310 had such rates AR

been made effectrve at the beginning of the year, which revenues
are $14, 460 greater, or approximately 81 per cent more than those
estzmated to be obtainable from rates presently 1n effect. After

due allowance for all reasonable operat;ng expenses, depreciatmon

and taxes amounting to $22 8&0 the resulting.net revenue of $9 470 fh S

represents a rate of returo of 6. 87 per cent on the depreclated

rate base of $137 800. In view of an 1nd1cateo decline of 0 37 per L;flff"

cent in the rate of return: duringathe next 12 months, the Commlssionfh[gcgj

concludes. that the water rates authorrzed herein will produce earn-;ﬁf |

ings suffzcient to afford applicant an. opportunity'to earn a rate
of return of 6 S per cent. for the 1mmediate future, which rate of
return we £ind to be fair and reasonable.‘ '

We £find, therefore, that the increases 1n rates and

charges authorxzed herein are Justxfxed that the rates and charges f er””

authorized herein are reasonable and that the present rates and

charges, in so far as they dif er. from those herein prcscribed’ arc ifff;*ﬁ

for the ruture unJust ‘and unreasonable.

Range of Mbnthrx;Mlnimum Charges '

| When apphcan: subm:f.tted ‘with :tts Advice Letter No 8 SN

dated April 28, 1960 a revised‘schedule of rates for general

e
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| ‘_‘mete—ed sexvice to include monthly min:mum charges for 6-* nd 8-1nch
 meters, thexe was attached thereto a 'Rate Formula" tabulating the
wmaoner in which theoretmcal mlnimum charges.were determined for all
sizes of meters. However, in- the accompanying schedule, applicant ’ )
' departed from the theoretical amounts and lrsted much higher"mini-;f”dﬁuwﬁl
mam charges-of $7O aud $100 for 6-pand 8-ineh meters, respectively,
to-meke them moxe consrstent'with those for meters from 5/8 by 3/4-*fﬁ‘" ﬂ:”
inch through 4-1nch in size whxch had been on file and i’ e‘fect .: \

_sznce 1948. 1In view of the current rate proceed1ng, the Commlssiondffn.;”

by 1ts.?esolution No. W-707 authorzzed the rate schedule as sub—

- mitted. - '_ | IR h o | L
o Inspection of the said" schedule and the rate formula'[?iléifffu
reveals that the minmmum Charges for 3-‘and 4-inch.meters as  u
previously filed were conszderably'ln excess of the theoretical EERR SR
mlnimums developed in the rate formula.[ The record 1n the instant:_rr,iwd
proceedrng_Shows that the said rate formula was first developed by~a

Commzssion staff engineer ia l°50,‘so that the mznimum eharges

suthorized and filed in 1943 did not have~the benefit of the rate | "“‘v

'formula.vv . _ | St
The rate formula for minimum charges,‘used in relatron to;ldfﬁdﬁﬁ?

‘;‘any specific sdhedule of quantity-rates, is based upon the minzmum yfe_"’(

'charge for the smallest size of meter and the relative delivery “

capaclties of the larger meter sizes, with additives for certain nLE

other factors. The formula appears to be a reasonable method for ” Ity

lapproximating the monthly minlmum,dharges which are appropriate'forfiﬂiﬁrf

use in relation,to the quantity rates in any~authorized meter rate ilflw,wl

schedule. It will be used. for the purposes of this proceeding to .

take edvrntage of this opportunity to establidh more equltable

monthly'minimum eharges. L | SRR
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Because of the circumstances under which the present

minimum charge for an 8~inch meter was established and the fact that?]]’ﬁlh

the estimated revenue from the Navy installation is based upon Such,&?kgiV‘

'minimum charge, it may be noted that the percentage increase for f'; |

revenue from the 8-inch service to the: Navy‘at the rates authorized f~f}[fk,

herein is somewhat less than that for other customers.. In effect

this corrects for certain inadvertent past inconsistencies. ,fo“”f“'ifl"fw

'Conversion of Water MEters -

: Ihe present schedule of rates<for general metered service ey

- is stated in units of 1, 000 gallons and all of applicant s meters

register deliveries of water in gallons. It is understood that the ji{jﬂTV*

_meters in water systems of all of - applicant s California affiliates f

}

register water consumption by“oustomers‘in cubic feet and their rateﬂ@ﬁ”vaf

schedules are stated in units of 100 cubic feet. .fi'il~-x”%”“‘

In line with a continuing policy to achieve as mnch

4uniformity as possible in the form of rate schedules as set forth in S

General Order No.\96 and. fox- convenience of comparison, the ‘
Commission staff recommended that the rateskfor measured serviee
authorired in’ this proceeding be stated in units of 100 cubic feet
instead of in units of l OOO gallons as at present. Applicant is
agreeable to making this change, provided it is compensated fOr the

cost of converting the dials of its existing meters from readings

in gallons.to cubic feet. Applicant feels this procedure is neces-rx

sary to preserve amicable relations with its customers, many'of

. whon check their billings,with their own meter readings, and also to
facilitate machine—billing,which is processed for applicant and its
‘af‘ili es at the central office in Redding.wi?“*“ R

| In applicant s late-filed Exhibit No. 10 the cost of ;-
converting the’ existing 550 meters, including replacement parts and

testing,for accuracy, is estimated to total $2 840 or slightly

S19-




a.62035 @

. over $5 per meter, all to be accomplished within one bimonthly

'billing cycle. There is reason to. believe that such cost, if pro-etfrfk‘f s

rated over a lO-year period would be very little more than the

annual expense already being incurred by applicant of periodicallyfﬁirfir“‘:

testing and repairing its meters,in accordance with the minimum e
'10-year program prescribed by‘General Order No 103.; If tested a11

.3t ope time in connection with the conversion of the dials, the

regular neter testing program would be largely eliminated during the

succeeding 10 years.a Once all meters are converted to register

deliveries in cubic feet, additional savings to applicant should

result: from the - simplification of - the machine billing,procedurer‘ff“"

While applicant will not be required by the ordcr herein

to convert the dials of its: existing,meters from readings in gallons L

to cubie feet, it is- recommended that applicant make sudh conver-“»7'
sions at least whenever replacements.and repairs to its existing
meters-make such conversion feasible; and that all neW'meters
purchased should register deliveries.in cubic feet. fﬁ",

The sdhedule of xates £or metered service wd11 be-stated

in units of 100 cubic feet.- For ‘ag long.as there'may be any cus~fl’"

tomers’ meters registering consumption in gallons, applicant will be{*fiiw"f

required to have posted in its office, for the convenience of all
customers, a table illustrating the conversion of meter readings
in gallons to billingbquantities in cubic feet, together with
appropriate charges therefor.l?; e

Service at _other than Filed Rates

~ The record shows that applicant is serving.two customers

at other than filed rates. These services were begun 1ong prior'to.gf'ijf;f g

acquisition of the utility by the present owner and in both cases

such service is- being rendered in partial consideration for rights ‘ffifiiih |
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of way for certain pipelines belonging to applicant which transmit: R e

water. from sources of supply. | R Lo
Exhibit No. 7 is a cOpy of a lease agreement executed
December 30, 1921, between applicant and Victor and Ema Ambrosini
which provides, among other things, for the right to take water o
Zrom 2@ well located on a lz-foot square parcel of land 1ocated on
the A:nbrosini ranch and a right of way for a buried pipeline from

said parcel to the end of Van. Ness Avenue, for a SO-»year period

beginning 38311817}’ 1, 1922 In addition to a cash payment o:E rental o

of $700 in advance, the applicant agreed to furnish all water :, ' f_

necessary ‘for household domestic and stock purposes for not more |

| than two families on the ranch 'L'here is also at least one fire
- hydrant located on the pipeline within the ranch prOperty. 5

There is vo record of any written agreement with one

James Swortzel covering rights of way for two pipelines across his Lo \

'prOperty from applicant s Springs, which lines transmit about

. 95 per cent of the total water supply for applicant s system.
‘ Applicant s late-filed Exhibit No. 8 reveals all that is known
| concerning an agreement between Swortzel and the forn:er water .
ntility owners, made some time prior to 1920 which has passed‘ |

verbally to- succeeding managers and is’ presently being honored by

3PPlicant. In exchange for the rights of way for a total of approx-

:unately 2, 860 feet of pipelines within the boundaries of Swortzel s L

prOperty he receives free water serv:.ce for his residence and for

a stock watering trough for some 12 ox 14 dairy cows.‘ It is pos-“":,‘ o

sible that applicant has acquired an easement by prescription. L

Neverthe‘less, regardless of the manner in which applicant 55

. has ‘obtained the rights of way or easements, the Comission is of

 the opinion ‘that the water serv:.ce being rendered free of charge is |

unreasonably discriminatory and that these customers should be

S -21e
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sexved at filed'rstes. No reason appears why the three or four

sexrvices involved cannot be equipped'with‘meters._ Applicant desiresﬁ7;f.“FV

to eliminate these free wnter service arrangements.‘ H0wever, the

affected psrties were ot present at the hearing in this matter and fi{h-~fu

‘ without further facts the Commission is, at this rime, unable to
~determine the issue.‘ | |

Applicant is put on notice that it should forthwith com-Voth-fhﬁG

mence negotiations with each of the said psrties with the objective f}_“Fd”

of terminating the existing\arrangements whereby wster service is Jr"j

‘ being rendered free of charge or at reduced rates and thereafter

serving these customers st the duly authorized and filed rates.;.;i*7fl

Francis Land and‘Whter Company, a corporation, having
applied to this Commission for an order authorizing increases in

rates and charges for water service rendered to: its customers in theﬁff”'

City of Ferndale and sdjscent unincorporated territory in Hunboldt
County, public hearing hsving been held the Commission having
been fully informed: thereon, the" mstter heving‘heen submitted and

now being ready for decision based upon the evidence and the find-‘~

ings and conclusion thereon expressed in’ the foregoing °Pinion, »Mffffdfdfif

IT IS HEREBY ORDERED that' , . ,
1 Applicant is authorized to file in quadruplicate with this .
Commission, after the effective date-of this,order and in conform— ”ﬁ\,'

ance with the provisrons of General Order No.,96~ the schedules

of rates. attached to this order as Appendix.A.and on not 1e"s,than;””h'hgf]

five days' notrce to this Commission ‘and’ to .ne public, tc make

such rates effective for all. service rendered on snd after Aprir 1‘?fff*”**”
1961. | | - | | H
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2 Within si.xty days after the effective date of this order, e AT

applicant shall file with this Commission four copiea of a com-f"‘ -

prehensive map drawn to an indicated scale not smaller than 200 feet f

to the. inch, delineating by appropriate marlcings ‘the various tracts

of land and territory served the principal water production, R

storage and distribution facilities, and the location of the various-zt

water utility properties of applicant. e o
3. Beginning with the year 1960 applicant shall determine
the accruals to the depreciation reserve by multiplying the or:.gina.."

cost of the plant by the depreciation rates for each plan\. account

as bereinbefore set forth under the caption "Depreciation Expense. . e

These rates shall be used until a review indicates that they should .'

be. revised Applicant shall review ‘the depreciation rates using

the straight-line remaining life method ‘when major changes in plant;:- S

_composition occux and for each plant account at. intervals of not

moxe than three years. Results of. these reviews shall be submitted ;‘fl'f ‘;__"‘;‘:.j
to the. Comission. | L o

4. On or before April 1, 1961 and continuously thereafter R

as long as there are any customers meters registering conaumption |
in galloms, applicant shall have posted in its Ferndale office and“
opes to public inspection, table illustrating the conversion of

. meter readings for each 1, 000 gallona, from zZero- to 20 000 gallons, R

to billing quantities in cubic feet, together w:x.th the appropriate
charges therefor at the currently effective rate schedule or ,\
schedules. Within ten days. after the initial posting, applicant

shall file with the Commission two' copies of such conversion table. o

5. Applicant is hereby authorized to relinquish whatever
claim is may have had heretofore to all the public fire hydrants

now installed op’ its water system for use by the fire department of :
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the City of Ferndale and, wit;hin n:l.nety daya aft:er t:he effective.--g o

date of thig order, applicant ahall wit:neas auch action by the
execution of whatever document: may be appropriate co vesr the e
ownership of such hydrants w:lth the City of Ferndale. ) Applicant "‘?"( .
shall file with the Comission a cert::lf:!ed copy of such document::‘}": i
" within ten days: after the execution thereof. : | |

6. Applicant is hereby author:!.zed to amorc:l.ze the cost: of

approximately $3, 692 of the well, drill.ed in 1959 and ‘.Eound unnsable, o B

accordance with the procedure set forth :[n Paragraph 141 Extra-x ! o
ordinary Property Losses, of the Un:tform System of Accounrs f.or
Water Utilities as prescribed by this- Com:[ssion. S S
7. In all ot.her respects the applica..ion be and it :Ls denied
‘I'he effective dat:e of this order ahall be t:wenty daya |
after the date hereof. : _' ' o
‘ Dated at SanFranchoo' o » California, thia “/F da
of ___EERRUARY 1961 = ~
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Schedule No._ 1
GENTRAL METERED STRVICE

. Applicable to all metered service. .\

s

mmm

The City of Ferndale a.nd adjacent umncorporated tmitory, Humboldt
Cotmty. : oo . :

Quantity R&ﬁea :

First 400 cubic feet or less cessssoseserione $ 2.50?.-?",.
: l 600 CUe ﬁo, pa 100 CW. fta'-o--;.---. o 058: '
3,000 C'L‘tp ﬂ., pa‘ 100 cu. f‘t- ‘ersesrees x .Lo )
5,000 cu. ft., per 100'CUe £te ceceresens. Ve
10,000 Cu. ft&’ per 100 el. - fb- oof...”t-s“-nm, . 018 . ' ;

MinimumCha.rge. o .

FO:.‘ 5/8 x B/L"inCh metu' oooo.o.o-oo.-.-.oo.oo.c.;-
FOI' ) B/L-inCh me’tcr\"'o---.......--...-........‘
Fo!.‘ l"’inCh me’tu' .'.....F.POIDI......I.I...‘ :
For 1AL0ch MOLEr cesvessinseonnovnncnanens,
FOI‘ Z—in.Ch mcter Dbb-...vo..--o&-;-.oo-.....«" "
For . ' }’inch metw "n“‘...-.«‘Q.‘.....‘.......“.
- For Lednch meter siceverieceriacesccasonre
For ) 6-inCh meto:.‘-.o-.-.......-.....'-.‘-...""
FO:‘ : S-inChmetﬁ' .OO..O...r.t..n...'.'t....

The Mindmum Chaxge uill' entitle the customecr
to the quantity of water which that mim{mum
chargo ui].‘L p\:a-chase at the Qua.ntity Ra.tea.
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Schedule No. s TR

PUBLIC FIPE EYDRANT smvrcn S

ARPLICABILITY o . o NG
Applicable to all ﬁre hydrant servico ﬁn-nished to: duly orga.nized
fire districts or other political subdivisions or the Sta.te. BN
‘rhe City ot Fmda.le and adjacent unincorporated tmitory, H\mboldt ‘
~ County. - PR ‘
: ‘ C Per Month
For each wharf type Ivdra.nt ST T T Ty ; 32.50

FO’r QB.Ch. 8'ta-nd&‘l‘d hydr&nt .oooo-.oo--...t.-ooo. ‘ " 3.00 S ‘\"‘ e ' '

1. Hydrents vill be ovned by, m:-nished, Jnstalled and matntatned at AR
the expense of the public aunthority. The utility will install and ‘oun t.he : T

tee on the water main tcw which the hydrant is connected. S ’

2.  Relocation of any hydrzmt shall be e.t 'the eocpense o!.‘ the pa.rty' .
requosting relocation. _ - ‘

3. For water delivered for other than fire protection purposea, o
charges will be made at the quantity rates. m:der Schedule No. Geuqra.l
Metered Servico. -

4Le ' The mility will’ supply only auch water at auch presaura as my
be avaﬂ.able from time to time as a result of its- noml omation of the




