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Decision No. ________ _ 

BE:FORE 'mZ PUBLIC Ul'ILIl'IES COMMISSION OF 'I'EE STA'l'E' OF CALIFORNIA 

In the Matter of the- Application of 
..T<lck Sollis" ~7arren $ollis" his wife" 
.and' James l·1. Vaughn" a partnership,,· 
dol.:lg, business as Highway City v7.ater 
Sys tem,. for an order authorizing 
increases and changes in rates for 
water service. 

) 

~ 
~ 
) 

Application No. 42831 

~ence :J. Martin" for applicants. 

David F. LaRue and I\enj i Tomita, for the Commission 
staff. 

OPINION ---.------

By the above-entitled application" filed' November 7" 1960 ". 

appl~cants seek an order of this Commission authoriztng tncreased 

rates for water service rendered in the unincorporated community of 

Righway City in Fresno County located approximately seven miles: 

northwesterly of the City of Fresno. 

After due notice" a public hearing ta this matter was held. 

before Examiner E. Ronald Foster at Fresno on March 16" 1961. At 

the hearing apl>licants requested" and were granted" permission to 

amene their application to include a rate for evaporative ~ air 

coolers which had not been proposed previously. 

Approxlmately a dozen of applicants' customers attencled . ' 
~b.e hearing and two of them testified durbg the course 0·£ the 

proceeding. 
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'!he application 'Was submitted March 27, 1961, upon receipt 

of applicants' late-filed Exhibit ~!o. 5 which states that~by actual 

co~t, 14·6 customers woul<3l be affected by the proposed air cooler 

rate. The matter is now ready. !!or eecision. 

Applicants' Regues ts 

The higher rates originally requested by applicants would 

increase their 3tlnual revenues from ser.rice to·Z96 flat rate 

customers by $3,C90 and from service to 4 meteredcll$tomers by . 

$290, at the 1950 level of business. Rad the air coo-ler rate 

been in effect during that year, there would have-been ··~365; 

additional revenue from the flat rate castomers. 

The total. effect of applicants' requested rates would 

be to increase the 1960 adjusted revenues of $9,630 obtained at 

present rates to $14,175 obtainable at the higher rates· as now 

proposed,. an over-all increase of $4,.545~· or about, 47 percent. 

Rates.. Present and Proposed 

Applicants' present rates have been in effect since 

JUl:e 1, 1952, as au.thorized by Decision. No. 46991 dated April 14, 

1952,. ill Application No. 32807. 

Tee following tabulations show 8 comparison of the 

present rates with those requested by applicants. 

, 
. " 

,I 
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FU.T P ... ~TE SERVICE 

For one residence on, one lot, including 
irrigation ·of land therein not in excess 
of 6,000 sq. ft. 

Fo: each additional separate residence 
on one lot 

Fo: each store or business other than 
hotels or auto courts on one lot 

For each hotel, auto court, motel or 
group of cab1ns on one lot, including 
irrigation of land not fn excess, of 
6,000 sCi. ft.: 

First room or unit 
l~e:tt 1[,. rooms or units, each 

without ldtchen 
Over 15 :ooms 0: units, each 
Other :rooms with kitchens, each 

~or irrigation of land in excess of 
0,000 sq. ft. per ,lot, applicable during 
the months of Y.LaY,. Jtme,. July,. AUooust, 
September,. and October of each year,. per 
100 sq. ft. irrigated 

For each nO:lcirculating, evaporative 
type air cooler,. applicable during the 
months of May, .June,. July,. August and 
September of each year 

GENEPJU, METEr..ED SERVICE 

Quantity P..ates: 

First 1,000 en.ft. or less 
Next 1,000 cu.ft., per 100 cll.ft. 
Next 3,.000 cu.ft., per 100 cu. ft. 
Next 5,000 cu.ft., per 100 cu.ft. 
Ovez 10,.OOO'cu.ft., per 100 cu.ft. 

Min:im1Jm Charge: 

For 5/S x 3f4-inch meter 
For 3/4-inch meter 
Fo:: l-inehmcter 
For li:-:i'.nch meter, 
Fo:- 2-'inch meter' ' 
For 3-inch meter 
For 4-fnch meter 
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Per Service Per Month 
Present Reques~ed 
R.ates Rates 

1.75, 

2 .. 60 

2.60, 

.'75 

.60 

.03 

$3.6-5 

3.65 

3::65 

1.05' 
1.05 

" 2.00 

.045 

.50 ' 

, , 

Per Meter Per Month 
lSiesent, Requested 
R.~tes' , 'Rate's: " 

$2.25' 
.12 
.10 
.08 
.07 

$ 2.25, 
3:.00, 
4.00: ' 
7.00',' 

'11.00:,', 
16.75' 
25.0,0:' ' 
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Commission Staff Repoit 

Exhibit No.4 is 3 report on the results of operation of 

the Righway City Water System for the year 1960 recorded and adjusted 

and for the year 1961 estimated, prepared jointly by a financial 

ex.3:lincr and an engineer of the Ccr.:mnission' s staff. 

R.eference is made to the said report for 3 history o£ the 

utility since its inception in 19~\ and a description and map of 

the system and the sources of its water supply as now existing ... 

AccountfnS Records 

The examination of applicants' records. by the Commission 

staff accountants revealed that they have been kept in general 

conformance with the Uniform System of Accounts for Water Utilities 

as prescribed by the Commission, with the exception' of· 'plant 

retirement entries. Also, during the years 1957 and 195·~·, a highway 

=elocation proj ect caused the retirement of utility. plant in· the . 

amoc:nt of $2,016 and their replacement with facilities costing 

$13,973, the major portion of which was contributed by the State 

Division of ::~igl'rways; no entries were made on' the bool(s to reflect 

either the retirements of the old facilities or the cost of the new. 

Incidentally, the highway relocation resulted in the destruction of, 

the premises of 65 customers who did not relocate in R~ay City, 

with consequent loss of revenue to the utility. 

On December 31, 1952, the recorded investment fn utility 

plant was restated to conform with the Commission staff appraisal 

of December 3:1, 1950, as ordered. by Decision No. 4699l previously 

mentioned. l-!owever, daring the current investigation it was found 

that: the said appraisal did not, include- any amount for service 

connections. Tb.e:efore ~ an amount of $1,344 has .been added by the 

staff to account for the service connections still existing which 
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were installed prior to the date of the appraisal, 't'1ith acorres­

,onding credi~ of $306 to the depreciat~ reserve. 

As .l -result of the audit work performed oy the staff· in 

connection with the instant proceeding, various adjustments to the 

c.tility's plant aecou:'l.ts and depreciation reserve were IIUlde' as set 

fo::'tn in consideraole detail in Tables 2-A and 2-B and the tabula­

tion O:'l page 22 of 'the staff report, Exhibit No. 4~ The over-all 

effect of the staff's adjustments- to the recorded amou:nts results­

in an lllcrease in utility plant of $9,671 and a decrease in the'. 

reserve :or depreciation of $2,684, making an increase in net 

utility plant 0:£:-$12,355 as of December 31, 1960. 

Ap,licants fndicated their intention of adoptfng the . 
sta£ft s recommended adjustments and the order hcre~ will require 

them to restate their various balance sheet accou:nts affected 

~here~. rae s·taff further recommended that applicants institute 

a p:ocedurc whereby there can be established an accurate record 

of additions 'to and retirements from utility plant aCCOtmts-•.. 

Summarv' of S'o.OWln~ 

Toe followlng tabulation shows a comparison of the 

estimated results of operation for the year 1961 at both the 

present rates and the requested rates as· presented by appliean.ts 

and by the Cotmllission staff> both showings revised, however, to 

:efleet the revenue obtainable at the requested rate from 146 

services witnDoncfrculating evaporative type water coolers. 
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SUMM.6.RY OF EARNINGS 

Year 1961 Estimated (As Revised) 

Prcsen~ Rates Requested Rates' 
Applicants CPUC Staff Appl:i.cants CPUC.·Staf£ 
Em. 1&2 Exh. 4 Em .. 1&2 Exh. 4 

O~er~ting Revenues 
·~lat Rate S<lles 
Add..'l. ~om Coolers 

. Metered Sales 
Total Revenues 

$ 9,233 

590 

E~cs . 
11a"int. 0: Operation l2)~ .. 9Z 

Taxes Other !han Inc. 600 
Taxes on Income 

$ 9,140 

590 
9,730 

ll,030 
770· 

$13,102 $13;070" 
.. 355. 365·' 

880' "S80 
14,347' 14,.315 

l2,49$ '.11,.030 
600' 770 .. 245-

1:330 1:513: 13330 
13,130 12;,611 13,37~ 

Depreciation 1,513 
Total E~es ~1~4~,6~1~1~--~~~~----~~~~--~~~ 

Net Revenue (4,7M) <~:az;aID QE)' 940 

Avg. Depree .. Rate Base 11,820 13,580' 11,e20 13,580 

l1<:te of Return Loss Loss Loss 6.9% 

(Red F'igure) 

The variation between the two showings is primarily due to 

t:hc difference in moounts allowed as salaries for the' owners as' .. 
operators of the system on a part-time basis, which have. he::-ctofo::-e 

been :included in operating expenses at $4,800 per year. In 

applicents t estimate for the future, this amount was increased to 

$7,200 whe:e.'l$ the staff's estimate allowed only $6~OOO for 'such 

salaries. The difference between the average depreciated rate bases 

results from adjustl:l:.ents to the balance sheet accounts". hereinabove 

discussed, which were not reflected in applicants' determination of 

this item. 

In est:i.mating taxes .01.1 income, the staft has used the same 

<m1ount for depreCiation of utility property as that computed by the 

straight-line remaining life method for rate making. purposes. 

A review of the evidence and the methods used indicates 

that the staff's estimStes are the more accurate and realistic and 
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they. wUl be adopted as reasonable for the purposes of this pro­

ceeding •. 

Miscell.sneoos 

The staff made certain recommendations covering,deprecia;' 
, . . 

tion practices 3nd the filing of: up-to-date maps, rules governing 
, 

custotlCr relations revised to re:t1.ect present-day operating. practices, 

:md saxnple copies of printed forms. that are normally used in 

connection with customers' services. The order herein will require 

~?plicants to carry out such recommendations. 

Two of applicants' customers testified concerning low-
", 

pressure conditions pertaining to service to their premises'; From 

the testimony presented, it is inconclusive whether the low pressures 

complained of are due to insufficient carrying capacities and 

result:m.t low pressures in applicants r water maills or whether they 

may be due to the size, length and present condition of the 

custor:ers T service pipelines on their O'Wn premises. Applicants 

shot:l.d investigate such situations and, if necessary, mal<:e suitable 

chonges in the water mains and in the pumping arrangements so ,as to 

produce sufficient quantities of water at adequate pressure' ~t 

customers' service connections lmodcr conditions of maximum. demand 

The Commission further finds. and concludes that the 

est~tes of operating revenues, expenses, including taxes, and 

dcpreciatlo.n~ and the rate base as developed by the staff for the 

test year 1961 are reasonable and they will be and hereby are 

~dopted for the purposes of this proceeding. ' 
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It is ou:: opinion, and we so find, that applicants are 

entitled to the rate relief sought and tl1at rates substantially as 

proposed by applicants will not be excessive' or unreasonablc 31ld 

sb.ould be authorized.. Had such rates been made effective for the 

full ycaz 1961, they would have resulted:. in an estimated over-all 

:mnu.:l inc:-esse in revenues for that year of $4;:S8S,.or about: I.,q 

percent more than the revenues obtainable at present rates~ 

., 

Using estimated revenues for the year 1961 of $14,.315 and 

esti:o::atcd expenses of $13,375, the rates hereinafter authorizcd will 

result in a net revenue of $940, equivalent to a rate of return of, 

approximately '6.9 percent on a depreciated rate base of $13,530, 

which rettO:U and rate base we hereby adopt and' find as reasonable 

for the purposes of this 'decision. 

T'oe rates requested by applicants will be authorized, 

cxcep~ that the minimum. charges for some of ,the larger sizes. of 

meters will be slightly revised to make them tIlore consistent with 

their respect:iv~ capacities in relation to that o·f the smallest­

sized meter. 

We find, therefore, that the increases tnrates an4 Charges 

authorized herein are justified, that the rates and, cMrges author­

ized herein are reasonable, and that the present rates' and charges, . 

insofa= as they differ from those herein prescribed:r are for the 

future unjust and unreasonable. 

Applicants are placed on notice that steps must be taken 

forthwith to institute a procedure to establish an accurate record 

of additions to and retirements from utility plant accotmts, in 

confomity wit:h the accounting procedores as set forth in the 

t'nifom Sys tern of ACCOl.mts for water utilities prescribed by' the 

Comnission. 

-8-



A. 42331 • 

ORDER 
------~ 

Jacl( Sollis~ 1i7arren Sollis~ his wife, and James vI. Vaughn, 

a partnership doing business as }!ighway City Water System~ having 

applied to this ~ission for an order authorizing increases in 

rates and charges for water service rendered in the unincorporated . 

community of EightY'ay City~ Fresno County~ a public hearing .having . 

been held:J the matter having been submitted and ,now being. ready for. 

decis ion,. 

IT IS m:L~Y ORDERED that: 

1. Applicants are authorized to file tn quadruplicate with 

this Comm1ssion~ after the effective 'date of this order and in 

conformance with the p'I'ovisions of General Ord~r No. 96,. the 

schedules of rates att<lched 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 servi.ce rendered on and after 

June l~ 1961. 

2. vrithin forty-five days after the effective date of this 

oreer ~ applicants shall file in quadrupli.cate with this Comnissiou, 

in conformity with the provisions of General Orde4 ~io.96" and:tD. 

a form acceptable to the Co:mnission~ rules governing customer 

relations revised to reflect present-day operat~g practices, a 

r~"ised tariff service area map. and sample copies. of printed forms 

normally used in connection with customc:rs' services. Such rules, 

tariff service area mat> and forms shall become effective· upon five .. 

days' notice to the Comm.ission and to the public after filing as 

hereinabove provided. 

3. ~'1ithiu sixty days afte:r the effective date ofth:ts order, 

applicants shall file with this Commission four copies of a comprc- . 

hensive map drawn to an indicated !>cale not smaller than 100 .. feet to 
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the :inch, del:ine.;'lting by appropriate markings the various tracts of 

land and territory served; the principal water production~ storage, 

3t1d distribution facilities; and the location of the various water, 

system properties of applicants. 

4. Beginning with the year 1961, applicants-shall base the 

accruals to the depreciation reserve u~on spreading the original ' 

cost of the plant, less estimated future net salvage' anddeprecia~ 

tion reserve, over the remaining life of the plant, and shall usc 

the depreciation rates shown in Table S-A of Exhibit No.4' of the 

instant proceeding. these rates shall be used \mtil a review 

indicates that they should be revised. Applicants shall review the 

depreciation rates wilen maj or changes in plant composition' occur ~nd 

for each plant acco\mt at intervals of not more than five years. 

Results of these reviews shall be submitted to the Commission. 

S. Applicants shall restate'their various balance sheet 

accounts so as to place them in substantial conformity with those' 

result:ing from the adjus~ts set forth in Exhibit No.4 referred 

to :in the foregoing o?inion and, within ninety days after, the effec­

tive date of this order, applicants shall submit to this, Commission 

~o copies of the proposed account~ entries necessary to effect 

suCh restatement. 

'!he effective date of this order shall be,twenty' days' after' 

the date hereof. 

Dated at san Fr3:0.c1sCo' ~ California, this 

dayo£ ~ 
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LFPL!CABILITY 

"APmDnc A 
Page 1 or J 

Schedule No.1 

GENrnA L METF.RED SF.RVICR 

Appl1c:&ble to all metered vater service. 

Tffi.'r{ITORY 

, , , 

The, '\mineorporated. eOlXllllunity or Highwa.y' City". andvie1n1ty; located." 
s,;pproxime.tely 7 miles northwe~t of' the City or Frosno,' Fresno.:Co1.mty. 

First 1,000 eu.f't. or 1e::l~ •• , .......................... .. 
Next 1,000 eu.rt., per 100 cu.rt .............. . 
Next 3,OOO'eu.1"t .. , per 100 cu..:ft •• ~ ............ . 
Next 5,000 eu.rt., per 100 eu.£'t •••••••••••••• 
Over 10,000 eu~rt., per 100 cu.1"t •••••••••••••• 

M:1.n1x:n.:m Charge: 

For 5/S x :3/4-1:c.eh m.eter ••••• oo ....... oO.~ ......... H ' 

For :3/4-ineh meter •• oO •• ' ............ oooooo .... . 

For l-1neh mete%"" •••••••••• '.' •••• " .... ~ ••••• ' 
For l~ineh meter ••••••• ' ••• ,,"' .............. .. 
For 2-ineh m.eter ................ ~ .. e- ........... . 

For )'-1:neh meter ........... ~ ................ ' •• 
For 4-1neh meter ........ : ~ •• ' •• ~ ............ . ......' , ........ , 

•• r •• 

'. I' 

Por Meter " 
Per. Month, 

$J.15 
.17 
.l5 
.ll ' 
.10 

$ :3.15 
4.10 ' 
6.00 

10.00' 
15.00 
24.00 
36.00 

The M1n1m\lm Charge v.Ul entitle the,' ~omer 
to the ct~t1tY 01" vater which tMt,idn1rm:zl:n: 
che.rg~ will purchase at the- QuantitY-Ratoo. 



APFtICABItl'IT 

~~:OCA 
Page 2' of' :3 

Schedule No.2 

G~L FtAT MTt SERVICE· 

Applicable to a.ll flat rate wtcr :3e:rvice. 

Tm.~ITORY 

The unineo:c-:porc.ted commt:lity ot R1gb.W'ay City, and vicinity~ loeo.ted 
a.pproximatciy 7 lt1les ~orthW'e::t of the City of hesno, Fresno County'.. ' 

1. For a z1:lg1e !ami.l7 resident1a.J.. 'Un1t,. 
inel'Cdillg irriga.tion of an e.ree. :lot 
exeeed~ 61000'e~O!t8 ~ •••••••••••••••••••• 

3.. For t'o."\eb. sde:ttional. ,dngle f'smil.1' 
rc;;;;!.dentie.l unit on -the ~e premises 
tulQ. served from the :Ulme service 
connection ••••••••• ~ •••••••••••••••• 

2. For eaeh hotel or :::lotol, including only the 
of'fiee, eentral utilitY !'~.cll1tie:3,. ma::.3.gor's 
living C1us.rters and irrigs.tion of en llr'e..4 
not exeeediDg 6,000 sq.ft ................... . 

8.. For each addi tionnl rental room 
or unit: 

Without kitchen facilities ••••••• 
W1thkitchen facilities •••••••••• 

3. For eaeb. bus1nes~ establishment other than 
those inel'lded. 1n e.bove Classir1cat1on 2' ...... 

4. For each 100 ~ .. !t. of 1..-r1gated area. 1:0. 
excoss of the 6,.000 sq..ft. provided. for Wlit:l 
in above Cl.as:sitic:at1ons 1 e.ncl 2, dtlring the 
Month period. l/.a.y thro~ October .............. . 

5. For each noneireulo.ting, e78.p¢X'e.t1ve type air 
eooler, d'oring the 5-month period May 
wollgh." SepttDbe:r ...... ., •••••••••••••••••• _ .• 

( Continued) 

Per Service ,Co%lneetion 
Pl!!r 'Month 

3.65 

1.05 
2.00 

.045 

~50 . 
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APPENDDC A I:' 
Page,3 of ~ 

Schedule No. 2 

GENERAL FIAT RATE SERVICE 
. (Continued) 

1. All service not covered 'b7 the above cls,3s1!'1cations will ,be 
i'unlished only on 3. metered" basis. 

2. Meter:5 may be 1n:rtalled. at option of utility or cu:ltomer tor above 
ele.3sif'1ea.t1ons, :1n wb.1eh. C'J"ent service therea.f'tor will be turnishGd. only 
on the basis of Seh.ed\'llo No.1, General Metered Serv1ee. 


