
Decision No. -----------------
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the ~~tter of the Application of ) 
CP.PITOLACCOMMODAXIONS, INC., a ) 
California utility corporation, for ) 
an order authorizing applicant to ) 
increase' certain of its water rates ) 
~thin its service area in a portion ) 
of the County of Sacramento. ) 

------------------------------~) 

Application No. 43797 

William T. Sweigert, for applicant. 
~~rt1n wire, J. Paul Hicks, and A. ~. 

Kaznowstd, protestants. .' 
J'ot:in D .. Reader, for the Commission staff. 

Applicant is a public utility water corporation. It has 

about 1,520 consumers and serves an area near Sacramento approxi­

mately one and one-half miles long and onewhalf mile wide. It is 

almost completely surrounded by an existing utility district"and 

the prospect of acquiring additional territory for its service area 

is slight.. Applicant seeks herein authority to increase its rates 

for water serviee. 

A duly noticed public hearing was held in this matter 

before Examiner Donald B. Jarvis at Sacramento on February 27, 1962. 

The matter was submitted subject to the filing of a late-filed 

exhibit and the reporter's t=anscript of the hearing. The last of 

sa:i.6 documents was filed on April 4~ 1962, and' .the matter is now 

ready for decision. 

Ibe applica~ion, as amended prior ~o hearing. sought 

au~i:l.o=i1:y to increase applicant's flat rates but not its meter rates. 

At 'the hearing. tne Presiding Examiner permitted further amendment 

of the application by interlineation. The application., as amended. 

seeks authority to increase all of applicant's rates. The purpose 
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A. 43797 --
of the amendment was to prevent the possibility of discrimination 

between customers receiving different types o,f service. 

Applican't 1 s system has appror..imately 80 ~OOO feet of inter':' 

connected distribution mains; seven l2-inch diameter wells with 

50 horsepower;t Peerless turbine pumps; and a ->,OOO-gallon hydro­

pneuxnatic tank, with automatic controls, at each well. App·licant 

has 1,469 flat rate consumers~ 31 meter rate consumers and supplies 

water service for 96 public fire hydrants and 20 Swimming poo-ls. 

A comparison betweeu'app1icant's presently authorized rates 

and the rates it seek~ authority t~ establish is as, follows: 

1/ 
FLAX RATE SERVICE-

:------------------:-=P~e-r-374-lnch service Connection: 
.. .. . . : Per Month : 

:-Present Proposed: 
: _________ ~I~t~em~ ______________ ~:_' _~Rates Rates: 

For eaCh single-family reSidence, 
~nd lot _ _ • • • • . • • • • • • 

For ~ach single-family residence 
and lot up to 11,000 sq.f'i: •••• 

11~001 sq.ft. to 13,000 sq. ft. • 

13,001 sq .. ft .. to 15·,.000 sq.ft .. 

15,001 sq.ft. to 20,000 sq.ft •• 

For each separate dwelling unit or 
duplex located on single lot. • • 

SPEC;;.-IP.=\.L;;;;;;;;....,;C;;..;O;.;.;ND=IT;;.;;I_O~N 

$2.75· 

$·3.45 

3.95 

4 .. 45 

4.95-

1.50 

Premises in excess of 20,000 ,square feet will be metered' .. 
'" 

rr • 
- Applicant did not propOSe a schedule for increased meter rates. 

Applicant stipulated that if an increase in rates is granted, the 
Commission may determine appropriate meter rates in order to­
prevent discrimination. 
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A. ~·3797 AlI_ 

The record discloses that applicant's average depreciated 

rate base during 1961 was $175,650. Applicant's evidence indicates 

that it had a rate of retUnl of 3.777 percent in 1961. Applicant 

estimates that if its proposed rates were in effect during 1961 its 

rate of return would have be~n 8.215 percent. 

All the parties agree that applicant's average depreciated 

rate base for lS62 should be estimated at: $),85,050. '!'here is 

disagreement with respect to whether certain items should be allowed 

for estimated operating expenses. 

In 1961 applica.nt had adjusted operOlting expenses, other 

than t~es and depreciation, of $32,007. 11lese operating expenses 

included salaries and.travel expenses. Applicant's board of direc­

tors recently approved certain salary increases and the establishment 

of a salary for the president of the corporation. A St.:lmDl8ry of past 

and present salaries,travel. legal and office expenses is as follows: , 

President's Salary 

Travel Expenses, from 
Southern California 
for President 

l"Lanagerts Salary \ 

Manager's Wife's. 
Salary - (Billing, 
assisting Manager) 

Rent paid to Manager and wife 
for use of home as office 

Legal and Secretarial Fees 

Auditing; Fees 

Total 

'1} 

Actually 
Paid in 1961 

$ 1,8292'/ 

6,000 

4,800 

1,000 

1,800 

SOO 

$15,929 

Authorized by 
Board of Directors 
for 1962 and' 
subseguent'years 

1·,~29?:1 
8,,400 

4,800 

1,000 

2,400 

750 

$23,979 

- This is, a nine months' figure. Travel expenses are based on 
actual expenditures and may vary from year to year. 
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-A. 43797 AH 

Applicant contends that the aforesaid salaries and 

expenses are reasonable and should be allowed' for rate-making pur­

poses. The protestants contend that these salaries and expenses 

are unreasonable and should not be allowed for rate-making purposes. 

The record discloses that applicant's customers are billed 

bimonthly. Maintenance of applicant' s system~ other than minor 

repairs~ is handled through local contractors. Ap~licant's 

president testified that he lives in Pasadena; that he comes to 

Sacramento on the average of a few times a month on company business; 

and that his duties were "to set some administrative policies and to 

see the operational end and financial eud of the b'USiness and to. 

project what we have to do for the future and project our future 

financial affairs." Applicant's manager tes.tified that "I l(eep the 

boo!tS, I make collections, bank deposits, turn off the water when 

itT s necessary, turn it on when it' s nec'essary" and make minor 

repairs to the system." :He also testified that his wife's duties 

were as follows,: "She does the billing, malces telephone calls, in 

the office when I am not there. She has nothing to do with the 

books. She makes up the bank deposit slips." 

The CommiSSion finds~ for rate-making purposes, that the 

amount of $23,979' estimated by applicant for salaries of' officers~ 

rent, travel expenses, legal and secretarial fees and auditing. fees 

is unreasonable in view of the fact that (1) applicant has only about 

1,520 consumers and bills them bimonthly; (2) applicant's system is 

au.tomatically, electrically controlled; and (3) most of the main­

tenance of applicant's system is done by local contractors. The 

Commission finds that for rate-making purposes the sum of $16,,500 

is a reasonable amount for estimated officers' salaries, rent, 'travel 

expenses, legal and secretarial fees and auditing fees. 
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A.. 43797 

!he Commission finds ehae eh~ amount of estimated oper­

atin.g expenses, excluding depreciation and taxes, which is r,easonable 

and should be used vrlth respect to the rates to be authorized herein 

is $32,,600. The st.:lff's estimates of $7,340 for depreciation 

expense and $8,740 for taxes other than on income are found to be 

reasonable and are adopted herein. The Commission further finds 

th~t) und~r the conditions found to exist in this proceeding, 

applicant is entitled to a rate of return of 7 percent upon an 

est.imated rate base of $185,050, and that schedules should be estab­

lished to yield such rate of return taking int~ consideration taxes 

and the estimated expenses heretofore found to be reasonsble. l"o.e 

Cox::miss:i.on also finds that the increases in· rates and charges 

authorized by this decision are justified, the rates and charges 

set forth in Appendix A attached hereto are fair and reasonable for 

the service to be rendered, and the present rates and charges,. 

insofar as they differ from those herein prescribed, .are for the 

fu'~e 1:!njust and unreasonable .. 

The rates herein authorized will result in an increase in 

gross revenues of approximately $9,030 or 15.2 percent,. The typ::i.cal 

resid4=":l.~i.~' l"t't~tome:r:' S monthly bill for water service will increase 

~com $2.75 to $~.lO. 

The estimated op~rating results for the purposes of this 

d~cision~ including an amount of $6,640 for income taxes, are 3S 

follows: 

Operating Revenues 

Total Operating Expenses 

Net Income 

Rate l)ase 

Rate of Return 

$ 68~300 

55~320 

12,.980 

185,050 

7.0% 

App~icant and the staff differ over the accounting treat­

ment to be given labor costs incurred on the original installation 
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A. 43797 .AR.* 

of certain pumps. In the original installation, labor expense was 

capitalized and included in the total cost of the pumps. Deprecia­

tion expense was properly taken upon such total cost. Before the 

pumps were fully depreciated, they were removed and reinstalled at 

a lower depth with the incurrence of additional cost for labor. The 

s'taff contends that the original labor cost should be treated as a 

retirement by crediting plant and charging ~he depreciation reserve. 

Applicant contends that ene staff method would not permit it to 

recover fully the labor cost of the original 1nstallat10.'O through 

depreciation. The Commission finds that~under the procedure out­

lined by the staff, Che remaining life depreciation method will 

provide future depreciation accruals to recover the remaining ne'i: 

calance of the original labor cost. 

!he record discloses that the cost of the land upon which 

ap!?licant's well sites are loc8ted has not been included in its 

entiret:y in its ra~e base. The evidence indicates that the total 

value of the land upon which the seven well sites are located at 

the time they were put into public utility service was $2~SOO. the 

Commission finds Chat applicant should be authorized t~ include 

said amount in its nondepreciable plant account~ 

The record also indicates that mos';: of the Switchboards 

and fuse boxes at applicant's seven pump stations are not locked 

and ~re easily aceessible to unauthorized persons. The Commission 

finds that applicant should install adequate protection for the 

Switchboards and fuse boxes at the pumping stations. 

The staff recommended that the applicant's present tariff 

schedule entitled '~imited Metered Service" should be canceled, 

since it does not apply to any customers. Iile find that this recom­

mendation is reasonable. 

No other points raised at the hearing require diSCUSSion .. 
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-A. 43797 f3. * 

A public hearing having been held and based upon the 

evidence therein adduced, 

IT IS ORDERED that: 

1. Applicant Capitol Accommodations, Inc., is authorized to 

file with this Comcdssion, after the effective date of this order 

and in conformity with General Order No. 96-A, the schedules of 

rates attached to this order as Appendix A and, upon not less than 

five days t notice to the Commission and to 'the public, to. make rates 

effective for service rendered on and after September 11, 1962, ~ 

Concurrently therewith, applicant is authorized and directed to. 

withdraw and cancel by appropriate advice letter its presently 

e£fec-:ive Schedule No. 7L, Limited Metered Service .. 

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

order, applicant shall file o:'1ith the COmmiSSion, in conformity with 

Genera! Order No. 96-A, and in a manner accept4ble to the CommiSSion,. 

=evise~ rules governing service to customers, a revised tariff 

se:vice ar~a map and copies of printed forms normally used in co~­

nection with customers' services. Such X\lles~ tariff service- area 

map .and forms shall become effective upon five days' notice to the 

Co~ssion ~d to the public afeer filing as hereinabove provided. 

3. vTithin sixty days ~fter the effective, date of this orde= ~ 

applie~r.t shall file with the Commission four copies of a ~ompre­

he~sive map drawn to an indicated seale not smaller than 400 feet 

to the inch, delineating by appropriate markings the various tracts 

of land and territory served; the pri:1cipel water produceion,. 

s'tor:lge~ 8:ld di::~ributio'C. f.acili"c1cs; and' ene. location of ~"'::e 

v.:Irio".!s water system, properties ,of applican'i:. 

4. Beginning with the year 1962,. applicant shall determine 

d~reciation expe:lse, by aceounts,by multiplying depreciable utility 
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plant by the rates set forth on Page 22 ~i ~dlib1t No. 5 in this 

application. Ihese rates. shall be used until review indicates they 

should be revised. I Applicant shall review the depreciat.ion rates 

using the straight-line remaining life method when maJor changes in 

utility plant composition occur and for each account at intervals 

of not more than five years, and shall revise the above rates in 

conformance- with such reviews. Results of these reviews shall be 

submitted to this Comrn!ssion. 

S. Within sixty days after the effective date of this order, 

applicant shall install adequate protection for the electric and 

hydraulic controls at each of the pumping stations, and shall 

notify the Commission, in writing, within ten days after the com­

pletion of said installations. 

the effective date of this order shall be twenty days 

after the date- hereof. 
.r=1\: Dated at ____ ',Ban=:..cJ'mu=;;;dsc=o:..-__ , California, this 16 

day of __ ...;A;.;.;tJ;..;;;G;.;;.US;;;;.;T~ __ , 1962. 
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APPENDDC A 
Page 1 or S 

Schedule No.. 1 

GENERAL METERED SERVICE 

--

('1') 

APPLICABILITY 

Applicable to all metered water serviee. 

TERRITORY 

Xhe area known as Arden. Manor" and Vicinity" loca.ted approXi... (T) 
lII3.tel:1 6 m1les northeast, of Sacramento" Sacramento County. (T) 

Quantity Rates: 

Per Meter 
Per Month. 

First. SOO eu..!t.. or less ••••• ..... .. •• • ...... ... ... $ 2.50 eI) 
N~ l"SOO eu~." per 100 cu.!t. ••••••••••••••• .30 r 
N~ 3,,000 eu.!t.." per 100 cu.ft. ••••••••••••••• .2$ 
Over .>,,000 cu..tt.~ per 100 cu.tt. .... ................... ..18 eI) 

M:1:c.1mum ChArge: 

For S/8 x 3!h-:1neh meter .................................. $ 2.$0 
For 3!4-ineh xneter • • • • • .. • .. .. • • ... • • • • • ... .. .. • • .. 3·.$0· 
For l-ineh meter ••••••• '. • . . ..... .. . .. . .... .. • • • . S.SO· 
For l~:1nchmeter .................................. 10 .. 00 
For 2-1nCh meter ••••••••••••••••••••••••• 14.00· 
For 3-1neh xneter ...... .... ..... • .... .. .. .. • .... ...... ....... 25.00 
For J.-1nch. meter ............... ' ............... '.. 3$.00 

The M1nimwn Charge will entitle the customer 
~ the q,umt1ty of \l&ter wh1c:b. that. min1mum 
charge W1ll purch.a.se at the Quantity Rates. 

(I) 
I 
I 
f 
I 

\ 
(I) 

CD) 



A~J..3797 NB 

APPLICABILITY .. 

TERRITORY 
'I 

APPD.'DIX A 
Page 2 of 5' 

Sehedule No. 2R 

RESIDENTIAL ~ ~ .-SER=-:vI;;.;CE ..... 

--

(1') 

Tho nre.s. known as Arden Manor" 3nd vicimty" located approXimAteJy 
6 m:Ues nortb.e~~ ot Saeralnento" &era.mento County. (T) 

RATES 

For a single f'a.m:Uy residential un1 t" 
includ1ng ~rom1ses not exceeding 11,,000 
sq .£t... in. AX'ea ................. • ' ................ . 

:11.. For each add.i tional single f'am1l;r 
ros~ential unit on the same ~remises 
and . served from the same service 
connection •••••••••••••••••••••••••••• 

b.. For each 100 sq..i't .. of' premises in 
oxcess of' 11".000 sq .. tt .. but not 
exceeding, 20,000 sq.tt. • .............. .. 

c. For each swimming pool eqUipped With 
recirculating filter system" on tb.e 
same premises and sorved from the same 
service connection" during the 6-month 
period" May througn October ••••••••••• 

POr Service Connection 
Per Month. 

$3.10 

l .. 7$ 

.01 

1.00 

(I) 

(N) 

I 
(N) 

SPECIAL CONDItIONS CD) 

l~ lbe abov,", residential .t:lat ra.tes a.pp~ to service connections (N) 
not larger than 3/~-:1neh in d.iw.eter. eN) 

2. All sernee not covered. by the above class1f1es.tions including (T) 
service to premisns being more tl:l.a.n 20" 000 sq.tt... or are~ sh:lll 'be 1'ur- 1: 
n:1shed o~ on 11 metered basis.. CX) 

3. For service covE'nd 'by the above classifications l' it either the eN) 
ut1l1ty or the customer so elects". a. mater shall 'be :1nstaJ.ll'!d @.d serv1ee 
prov1df!ld. 'Unde~ Seh.edule No. 1,. ~nAr&l ~tered ~rv1ee. . (N) 



A-JJ3797 NB 

APPLICABILITY 

APPENDIX A 
Page .3 of' S 

Schedule No. 4 

PRIVAtE FIRE PROTECTION SERVICE -

--

Applicable to all water serviee furnished for privatelr owned fire 
proteetion systems. 

TERRITORY 

The area mown as Arden Manor" md Vieinity" located A.pproximately 
6 lI".:Ues northeast ot Sa.cramento" Sacramento County. 

RATE Pel%"" Month 

For ea.ch inch ot d:La:neter or serviee eonneetion ....... $~.OO, 

SPECIAL CONDITIONS 

1. The i'ire protection serviee eonnection shall be installed by the 
utility and the cost paid by the a.pplicant. Such pa,:vtnent shall not be 
subject. to refund. .. 

2. It a distribution main of adeq,'\Jate size to serve a private fire 
proteotion system in addition to all other normaJ. service does not exist 
in the street or alley adjacent to the premises· to· be served" then a serviee 
lnA.in !rom the nearest existing main ot adequa.te eapac1ty sha.ll be inst&lled 
by the utility and the cost paid by the applicant. Sueh. payment. :shall 
n~t 'be subject. to re:t:und .. 

3.. Serviee hereunder is tor private tire pt'¢teet1on systems to which 
no eOmleetions for other than tire protection purposes are ~lowed and which. 
are regularly inspected by the underwriters haVing jurisdietion, are 
installed aecording to speei!1caUoM or the utility" and .are maintained to 
the satis.taetion or the utility. The ut1l:i.ty:may install the s~dard 
detector-type meter approved '07 the Board or Fire "Onderwn.ters i'or proteetion 
aga1nst theft" llMkage or waste 0'£ water and the eost. paid by the applicant. 
Such payment. shall not. be subject to refund. 

2.. T.b.e utility will supply only such wa.ter- at suc."l preSSUl'9 as may bo 
a.vailable !:r:-om t1me to time as a. result. 0'£ its normal opera.tion o:! the 
:system. 
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APPENDIlC A 
Page· 4 of 5 

Schedule No.5 

-

POBUC FmE HYDRANT SERVICE - ----- --------
APPI.ICABILITY 

Applie.g,ble t~ all fire hydrant .:service furnished to mun1cipa1ities~ 
d~ organized ~ districts and other political subdivisions or the 
State. 

TERRITORY 

Th.e area. known as Arden Manor, and vicinity". located approx:tma.tely 
6 miles northe~t or Saer~nto" Sacramento County. 

RATE Per Month -
For each hydrant ...•........•....•..•.•....•.•. 

SPECIAL CONDITIONS 

1. For water del1ver~d for other than tire protection purposes". 
charges shall 'be made a.t the quantity rates 'Under Schedule No.1" Generu 
Metered Service. 

2. ~e oost or installation and maintenance or hydrants shall be borne 
'by th~ utility. 

3. Reloea.tion or any hydrant shall be at the expense or the party 
reque3ting relocation. 

4. F1re hydrants shall be a.ttaehed to the utilityts distribution 
mains upon receipt of proper authorization from the appropriate public 
.authority. Suell authorization. sh:U.l de.signate the speei£1e loca.tion. at 
.... hich each ~ to be installed. 

5. '!he ut.il1ty will supply only suell water at such preSS'Ul'9 a.s rnJJ::I 
'be a'7a1la.bl., from time to time as 3. result or- its n.ormal opera.tion or i'..he 
system .• 



APPLICABILITY 

APPENDIX A 
Page $. or $ 

Sehed\u.e No. 9MC 

CONSTRUCTION METERED SERVICE 

-

Applicable to all measv.red wa.ter service !\lrn1~hed for generaJ. eon-
struet1on. . 

TERRITORY 

'J:he area known as Arden Manor, and vicinity" located apl'rox:iJr.awb' 
6 miles northeast.. of Sacramento" Sacramento C"unty. 

RATE 

Per 100 CU.fi .. 
. 

For allw&~r d~livered •••••••••••••••• $O.l> 


