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Decision No.

BEFORE TIE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of
SACRAMENTO WAIER COMPANY, a

California corporation, for authority
to increase rates for water services Application No, 43748

in the area known as North Eighlands, ) (Filed September 12, 1961)
Sacramento County, California.

Cregory E. Koghell, Jon G. Koshell, Pearl B,
ﬁosgeﬂ' and J., George Larbinson, for applicant.
william K, Morrow, Dale D. Burke, Bobby L.

an Y, lnterested partles.
Joun D, Reader, for the Commission staff.

Applicant requests an Increase in rates for water service
in accordance with Sections 454 and 728 of the Public Utilities
Code, The application asserts "the increase in rates is necessary

in order to provide sufficient revenue to meet the rising costs of

labor and materiél, to pay operating and maintemance expense, and

to realize a falr return on the Investment.'" According to the
summary of earnings attached to the application as Exhibit F,
applicant operated at a loss of $3,248 during the year 1960.
Public Hearings

Public hearings on the application were held in
Sacramento, California, before Examiner Edward G. Fraser » On

April 24, 25 and 26, 1962, The matter was submitted on April 26,
1962, after oral argument presented by the staff and the applicant.
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System Facilities

The sexrvice area location is in Noxth Highlands, an
unincorporated area of Sacramento County located approximately
seven miles northeast of the Sacramento Post Office. It is part
of the Oakdale Subdivision, including McClellan Gardens, Alr Base
Meadows, Freeway Gardems, Hillview Farms No. 1, aﬁd lots 68, 69
and 71. |

The water system consists of two separate service areas
approximately ome mile apart, without any connecting lines or
nains. Each area receives water from a separate tenk and well,
with the flow regulated by eclectric pumps which turn on and off
avtomatically. There are no standby or substitute facilities for
either of the pumps or wells, If a pump ceased operating, the

system it regulates would be umable to supply water until the
defective part was repaired or replaced.

Well and pump No., 1 supply water to 150 trailer units,

30 apartments, 44 rental umits ic the MeClellan Tract, a laundex-
ette, sexvice station, the office of the applicant and a

swizming pool. Well and pump No. 2 furnish watex to 67 homes in
Freewéy Gaxdens, 22 homes in Air Dase Méédows and 23 homes in
Hillview Farms. The system also furniShes water to 1l wharf-type
fire hyydrants, No further growth is anticipated because the
entire area outside of the tracts the applicaﬁt now supplles is
served by the Noxrth Ridge Water Company.,
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Present and Proposed Rates

The present and proposed rates are listed in Appendix ‘D"
of the application and basically are as follows:

General Flat Rate Service per Conmnection per Month

Present  Proposed
Rate Rate

8,000 sq. ft. or less . .
From 8,000 to 45,000 sq. ft. 3.35 9.35
to

to
6.60 12,60
Over 435,000 sq. ft., each additional
10,000 sq. ft. or fraction thereof .75 3.00

Foxr each additional residential unit on
the same lot and served through the same
service connection 2.00

Foxr each evaporative-type cooler in
addition to regular flat rates, dur-
ing the months of May, Junme, July,
Auvgust, September, and QOctober:

Circulating type
Noncirculating type

Position of the Applicant

The principal stockholder of the applicant testified that
he has financed the applicant corporation and has made up the losses
suffered by the company out of his personal assets. Fe stated the
income tax returns of the applicant show a $2,562.67 loss in 1960
and a deficit of $3,255.21 in 1961. He testified he has been
managing the applicant corporation as an unpaid executive, but he
now expects to woxk on a salaried basis, since he has invested
approximately $70,000 iIn the water system. Xe stated he has esti-
mated his minfmum monthly wage requirement at $100 for a system

nanager, $150 for a bookkeeper and $150 fdr a maintenance nan.
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The applicant requested that the decision in this matter include

a finding which would xequire landowmers to guarantee payment for
all water used on their land, even if the property is rented,

loaned or leased. The applicant also requested that another
findingz be made to provide that all persons who may have their watex
service turmed off due to nompayment of water bills, be required to
pay the rate for an entire year, in advance, before their service
can be reconnected,

A certified public accountant testified for the applicant
and placed Exhibit No. 12 in evidence. The applicant's counsel
stated that the applicant was relying on the rates reciuestgd in the
application, which are based on a proposed operating revenue of
$18,000; the operating revenue of $22,100 computed in Exhibit No.
12 will not be formally requested by the applicant because it would
be a request for a further increase In rates without having given
the required notice to all customers of the utility.

Position of the Commission Staff

An engineer testified for the Eydraulic Branch of the
Utilities Division of this Commission. His repoxt, computations
and recommendations are included in Exhibit No. 4o ZHis estimate of
revenues Includes revenues from water sales to affiliated interests,
primarily the trailer court, apartments and swimming pool ovwned by
applicant's primcipal stockholder, and from the Hillview Farm
Tract, norme of which were included in applicant's estimate. Ee
stated that his estimate of expenses is lower than applicant's
because he was of the opinion that applicam:'s estimates for sal-

aries 2nd certain miror expense items wexe too high; decause he

used a 3 pexcent depreclation rate compared with the rate of 4.7
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percent used by applicant; and because he excluded dépreciation on
what he considered to be monutility plaﬁt, which applicant did not
s¢ exclude, His estimate of ad valorem taxes is lower than appli-
cmt's due to his exclusion of taxes applicable to nomutiiity plant.

The staff enginecex testified that his rate base estimate
reflects the exclusion of certain items of plamt that he considexed
to be vonutility in character, consisting primarily of facilities
located on private property which sexrve the trailer court, apai:tments
and swimming pool referred to above. He stated that he made adjust-
ments to the depreclation resexrve to reflect this exclusu'.dn of non-~
utility plant and certain other adjustmehts. The staff's adjusted
depreciation reserve was not contested By ’the applicant.

The staff witness further testified that up-to-dai:e waps
of the applicant’s watexr system have never been f£iled with this
Commission and that during his visits to the applicant's office, he
was wmable to discover any revenues list'?d from Hillview Farm Tract,
one of the areas sexved by the applicant., The witnmess asserted that
the records he reviewed failed to show any revenue collected fox the
watexr supplied to the trailer court, apartments and swimming pool
owned by the principal stockholdexr of the applicant,

The staff engineer testified that his analysis indicated
that the applicant actually would have realized about a 2 percent
rate of return in 1960 and 1961 at preseﬁt rates, had revenues,
expenses and rate base been computed properly,

The estimated earnings computed by the staff and the

applicant at the rates proposed by appliéant are compared in the
following table.
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Comparison of Staff and Company
Summary of Earnings
1961 Estimated - Proposed Rates

Item Staff Company
Operating Revenues $36,320 $18,0004
Operating Expenses - 7,350 10 ,OOO
Depreciation Expense 1,880 3,000
Taxes Other Than Income - 640 796
Income Taxes - 8,800 2,201
County Franchise Tax 460 360

Total Deductions: 15, >
Net Revenues 17,190 1,643
Average Depreclated Rate Base 49,850 58,200
Rate of Return 34.5% 2,850

2 Applicant’s 1960 estimate assumed to be
1961 estimate also, due to fact of no
customer growth.,

Calculated figure = not shown In appli-
cation. '

The Commission staff proposed the schedulesof rates shown
in Appendix A hereto. These rates would result in ammual gross
revenues estimated at $16,100, an increase.of-approximately $4,560,
or 39.5 percent. The staff recommendation.would increase the monthly

rate for the averagze xresidential customer from $3.50 to $4.75.

Customer Complaints

Ten of applicant's customers testified regarding sexvice
problems, principally relating to alleged impropex billing.practicés
and difficulty in cootacting a representétive of applicant when re-
palxs are required. Some of the customers were of the opinion—ﬁhat
applicant's claim of operating at a loss is at least partly due to
improper methods of billing and collection and that, even 1f appli-
cant may be entitled to some raise In rates, an increase of over
2007 is euecessive, |

The applicant presented additionzl evidence indicating that
steps had been taken to rectify errors iInm billing practices and that

part of the problem is caused by the fact@that most of the houses

~6-
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sexved are rented premises amnd the applicant is never informed when

people move in or out,

Findings v
Aftexr consideration of all of the evidence, the

Commission £inds as follows:

Both applicant’s and the staff's showings clearly
indicate that sufficient revenues are mot obtainable from the
present rates.

The staff cstimates of operatiﬁg revenues, expenses, and
rate base, as well as the rate schedules-ﬁecommended by the staff,
are reasonable and they are hereby adopted.

The iIncreases in rates and charges authorized herein should
produce approximately an eight pexcent return on the test year basis.
Such increases are justified and reasonabie, and the present rates
and charges insofar as they differ froa those herein prescribed
are for the future upjust and utnreasonable.

We further f£ind that the request of the applicant to
discontinue metex rates must be demied and the meter rates will be
increased proportionately to the flat rates. We also must refuse
to accept applicant's suggestion that a suBstantial reconnection
fee be charged all customers whose water service has been discon-
tinued due to violation of rules or nompayment of bills. The
Commission's General Order No. 103 sets forth the basis for
discontinuance of sexrvice and the charges to be paid for‘
reconnection.

We further find that the pipes.andAwater
mains located within the trailer court and apartment area
owned by the principal stockholder of the applicant are not
a part of the applicant's water system; and we f£ind
that the basie monthly flat rate should be charged all

-'7-
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"single family residential wumits, including premises", which do
not exceed 9,000 square feet in area,

The request of the applicant that this Commission adopt
3 finding which would permit a utility to hold a landowner
primarily responsible for water supplied to rented premises will
be denied.

The recommendations of the Commission staff set forth
‘n Parograph No. 9 of Exhibit No, 4 should be adopted.

Sacramento Watex Company, & Californmia coxporation,
having filed its application herein, a public hearing having been
held, the matter having been submitted and now being ready for
decision, '

IT 1S ORDERED that:

l. Applicant s authorized to file with the Commfssion aftex
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 & and, upon mot less than five days' mnotice to the public
end to this Commission, to make such rates effective for service
rencered on and after October 1, 1962. o —

2. Applicant shall file with the Commission within forty-five
days after the effective cate of this order, in conformity with
Senmeral Order No. 96-A and in a mammexr acceptable to the Cormission,
a revised tariff service area map, revised rules governing service
to customers, and copies of printed forms that are normally used
in conjunction with customers' sexrvices. Such tariff service area

Dap, rules and forms shall become effective upon five days' potice
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to the Cbmmiss:’.on and to the public after filing as hereinabove
provided,

3. Applicant shall file with the Commission within sixty days
after the effective date of thils oxdexr, four copies of a compre-
hensive map, drawn to an indicated scale not smaller than 300 feet
to the inch, delineating by appropriate markings the various tracts
of land and terxitory served; the principal watexr production,
storage and distwibution facilities; and the location of the
various watex system properties of applicant.

4., Beginming with the year 1962, applicant shall detexmine
depreciation accruals by multiplying the depreciable utility plant
by a rate of 3.0%. This xate shall be used wmtil review indicatés
that it shouléd be revised. Applicant shall review the depreciation
rate, using the stralght-line remaining life method, whenever
substantial changes in uti.lity plant com?os-:’.tion occur and at
intexvals .of not more than five years and shall revise the above
rate in conformance with such reviews. Results of these reviews
chall be submitted to the Commission.

5. On or before October 1, 1962, applicant shall install an
appropriate system ¢f records which will maintain the accounts of
the water company separate from other business accounts and shall
inform the Commission, in writing, oft completion of such instal-
lation, within thirty days thereafter.

6. On or before December 1, 1962, applicant shall make a
suxvey of the transmission and distribution mains and shall adjust
future annual reports to agree with the re;cords detexnined by the

survey. A copy of such survey shall be filed with this Commissiom

not later than December 15, 19562.
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7. On or before October 15, 1962, applicant shall establish vl
a recoxrd of informsl complaints and the disposition thereof,
‘pursuant to the prMsions of Gemexral Oxder No, 103, and shall
inform the Commission, in writing, that such record has been
established, within ten days thereafter,
8¢ On or before October 15, 1962, applicant shall institute /
a program for monthly analysis, by an approved laboratory, of the
sanitary quality of the water furnished to the customers, and shall
Teport to the Commission, in writing, that such program has been
instituted, within ten days thereaftex. |
9. On or before October 15, 1962, applicant shall subscribe -~
to a telephone and request an appropriaste listing to be made in
the local telephobe book and shall inform the Commission, in
writing, within ten days after such service has been established.
10, Applicant's request to abandon metered sexvice and to
discontinue its meter rate schedule be, and it is hexeby, denied.
The effective date of this order shall be twenty days
after the date hereof.
Dated at s Califormia, this

/37 day of s . 1962,

W

' . President
A CRUFZE 7
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Conmisgs ers
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APFENDIX A
Page 1 ~f 4

Schedule Na.‘f 1
GENERAL METERRD SERVICE

APPLICABILITY

Applicable to all metered water service.

TERRITCRY

Tho areas known as McClollan Gardens Subdivision, partisns of (T)
Lots Nos. 68, 69 and 71 of Oakdale Subdivision, Freeway Gardess, |
Alrbaze Meadews and Hillview Farms, and vieinity, located approxdimately !
elght miles northeast of Sacramento, Sacramento Ceunty. (T)

RATES
; Per Meter

Per Month
Quantity Rates:

mst 800 cu.ft. or less LA R A X A N XN N ¥ ¥ X WY YN N ® 4"20
Nem 3’200 Cu.m.’ per 100 cu.ﬁ. LA A A 2 L N 3 W W W N 0.38
OVQI' 4,000 Cu.fto’ Per 100 c‘u.ft. AR E XN Y XN Y YN 0-22

Minlmm Charge:

For 5/8 x 3/4~4nch MOLOT wevecieevnsecscsconnns

For 3/4~inch MELOr eeveenennonscnes

Fﬂr l-inCh meter L Y Y I Iy 9.00
Far 1A=inck MOLOY weeeereesencocrcoranes

Foar 2-inCh neter L e Y Y R T T

Far 3=inch MeLOr sievsnscccccccccnsnnne

Fﬂ:‘ A“inCh meter LR W RN A e

The Mininmum Charge will ontitle the customer
to the quantity of water which that minimum
¢horge will purchase at the Quantity Ratos.




Ao 438 PO

APFENDIX A
Page2. of 4

Schedule No. 2
GENERAL FILAT RATE SERVICE

APPLICABILITY

Appliceble to all £lat rote water service.

TERRITORY

The areas known as McClellan GCardens Subdivision, portions of Lots
Nos. 68, 69 and 71 of Oakdale Subdivision, Froeway Gerdens s Alrbase
Veadows and Hillview Farms, and vicinity, located approxinmatoly
& nfles northeast of Sacramento » Sacramento County.

RATES Per Service Comnection
Per Month

1. For a singlo-family residential unit,
incluvding premises not exceeding
9}000 sq- ft. in Bl'ea. LA A AR ISR N E X RS XN $LD50

2. For each additional single~family
residential unit on the same premises
and served from the same service
connection ceecvencenceans tesesene

b. For each 100 sq. £t. of premises in
excess of 9,000 sq. £t. ‘

For ecch motel or trailer courwy, ‘
fncluding first wnit, office and utility

rooms LA R K R XA X N N N e T I Y I

&. TFor each additional vnit ecevveees
For each sorvice station or restaura,nt

For each launderette ........

(Continued)
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Schodule No, 2

GENERAL FIAT RATE SERVICE

RATES (Continued) Per Service Connection
_Per Month

5. TFor each evaporative-type cooler during
the 6-month period, May through October:

Circulating tyPe eveeeecevsccsececncns -
Noncirculating type -cecvcecencasnannes

6.‘ For each mng pool ...... L L .“. LR R J

SPECIAL CONDITIONS

1. All service not covered by the above classifications shall be
furnished orly on a metered hasis.

2. For service covered by the above classifications, if the
utility so elects, a moter shall be installed and service provided
undex Schedule No. 1, General Metered Service.
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Schedule Na. 5

PUBLIC FIRE HYDRANT SERVICE

APPLICABILITY

Applicable te all fire hydrant service furnished tn municipalities,
duly ~rganized fire districts and nther political subdivisi~ns of the State.

TERRTTORY

The areas known ag McClellsn Gardens Sudbdivisinn, portions of Lots Nos.
68, €9 and 71 ~f Oakdale Subdivision, Freeway Gardens, Airbase Meadows and
Hllview Farms, and vicinity, located approximately 8 miles northesst of
Sacramentn, Sacramento Ceunty.

RATE _
Per Month

FAr each wmt .......l.‘..":‘.....lﬂ“........I $l.oo v

SPECTAL CONDITIONS

L. Tor water delivered for other than fire pretecti~n purpeses,

charges shall be made 4t the quantity rates under Schedule N~. 1, General
Motered Service.

2. The cost of installati~n and maintenance of hydrants shall be borue
by the wtility. ‘

3. Relocation ~f any hydrant shall be at the expense of the party
requesting relacation.

4. Tire hydrants shall be attached tn the utility's distributien
maing upnn receipt of proper’ authnrization frem the appropriate public
autharity. Such authorizatisn shall designate the apecific location
at which ench 13 Yo be Inmstalled.

5. The utllity will supnly »nly such water at such pressure as may de
available {rom time t~ time as a rosult ~f its n~rmal operatisn of the




