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Decisiol'l No. 65664 

BEFORE nIE PUBLIC UTILITIES COMMISS·ION OF THE. STA'IE OF CALIFORNIA. 

In the Matter of the Applicatio~ of ) 
D. S. Kavanagh and Paulitle Kavanagh, ) 
individuals doing business as the ) 
l<AVANAGH VISTA WATER. COMPANY, ~nc:l ) 
the Bank of America, N.T. & S~., as ) 
mortgagee, ) 

for authority to increase rates for ~ 
water service renc1ered. ) 

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

Application No. 45002 
(Filed December 5, 1962) 

c. C. FerSRson, for applicant. 
JOM D. R.eader, for the Commission staff. 

OPINION AND ORDER 

After due notice> public hearing in this matter was held 

before Examiner Emerson on April 11, 1963, at Fres'Oo. 

By this application, D. S. Kavanagh and Pauline Kavanagh, as 

individual s, and the Bank of America, N. T. & S.A., a s mortgagee, seek 

authority to increase rates for water service rendered fa aDd in the 

vicinity of an unincorporated area generally knOWll as Kavanagh Vista, 

approy...imately six miles north of the City of Frestlo. Applicants pro

vide public utility water service to 3 metered and 4ppro~cly 559 

flat-rate customers in such area. Although nOne of applicants' custo

mers appea-red at the hear:i.ng to protest or othe'rWise cOtm:neDt upon the 

rate request, 21 letters, representing 61 itldividual customers, had 

been received by the Commission prior t<> the hearings. Most of these 

letters complained of low pressures atld poor or inattentive response 

to service problems. 
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A comparison of present and requested basic flat rate is 

as follows:. 

Flat Rate Service Charge Per MOnth 

Residenti.:ll 
For lot not exceeding 8,lOO sq.ft. 
For lot of 8;J10l to 9,500 sq.£t. 
For lot of 9,501 to 14;JOOO sq.£t. 
Additional residenee 7 same lot 

Com:nercial 
Automobile service station 
Other business establisDments 

Present 
$2.50 
3.15 
3.85 
2.00 

5.00 
3.00, 

Requested 
$3.10 
3.95 
4.80 
2.50 

6.25 
3.75 

The rates proposed by applicants <lre designed toinercase 

revenues by approx:Lmately 25 percent based upon the level of buSineSS! 

eur!ng 1962. Evidence respecting earnings under both present and . 

,ro?Osed rates was presented by applicants and by the Commission 

$taff. A StZmIllary of the evidence respecting the results of 

~pplicantsf operations is shawn in the following t~bulation: 

Results of Operations, Year 1962 
Present: Rates 

Item -Operating Revenues 
Applicants 

$ 22',610 
Operating Expenses; 

Before Taxes and Depreciation 
Taxes 

14;J450 
1;JS70 
3,190 Dcprecia1:ion 

'Iotal Operating Expenses 

Net Revenues 
Rate Base (Depreciated) 
Rate of Return 

19;J5l0 

3,100 
107,850 

2.87% 

CPUC St.1ff 
$23,020 

12,810· 
2,810 
2,940 

18,560 

4,460 
89~800 

5.01. 

Assuming that applicants' proposed rates bad bccc in effect 

curing the year 1962,applicclnts' computations indicate a rate of 

:'cturn of 6.39 percC'Dt while on the Commission sea££ basis the rate 

of return 'Would have been 9.1 perc@t. 
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For the estimated year 1963, the staff showing may be 

sucmarized as follows; applicants made no comparable presentation. 

Estfmated Results of Operations? Year 1963 
commission Stafi 

Item -
Operating Revenues 
Operating Expenses 
Net Revenues 
Rate Base (Depreciated) 
Rate of Return 

Present 'Rates 

$23,660 
19,000 
4,660 

89,800 
5.2% 

Requested Rates 
$29,575 

21,150 

8,425-
89,800 

9.41. 

With respect to the showings for the year 1962, the revenue 

figure developed by the staff is based on a review of the billing for 

e~ch customer account, whereas applicants reported only collections 

during the period. The staff also excluded billings of charges for 

swimming pools, such charges being not in accordance with applicanes' 

tariffs a'Od unlawful. The s'taff assigtlment of expenses results from 

adjustments for salaries, electric power costs, water testiDg costs 

"'nd for auto and truck expenses. In addition, the staff has made 

adjustments so as to separately state insurance costs, depreciation 

expenses 3'Od taxes for utility operations, since applicants have 

intermingled nonutility and personal expenses with their utility 

operations. 

Applicants have had an original cost appraisal of their 

system made and have included $2,800 for the appraisal and for pro-

cessing the rate application, prorated over a seven-year period, in 

their operating expenses •. !he staff witness testified that such an 

appraisal was unnecessary, as plant records are fully available and 

adequate; however, he included an amOUXlt of $1,000 prorated OVe'r five 

years. The evidence is convincing· that the full .zoum: is appropriate ,....,. 

:od it will be allowed as claimed. 
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With respect to rate base, the staff has excleded from 

applicants' claimed plant figures the costs of plant, within an area 

kno ..... m cilS. the Thunderbird Tract, not owed .by applic.a1lts", Such elimi

nation represetlts the major portion of the difference between the 

respective rate bases. 

In view of ,the evidence respecting earnings, the major 

~tems of which are hereinabove mentioned, the~issionfinds that 

the following tabulation represents fair and reasonablc'est~tes ~f 

operating revenues and expenses for this utility for the average year 

1963 under existing'rates for water service: 

Average Year 1963 

~ 

Operating Revenues, 
Operating Expenses: 

Before Taxes and Depreciation 
Taxes 
Depreciation 

Total Operating Expenses 
Net Revenues 

Amount 

$23,660 

13,700 
2,'920 
3,025~ 

19,645 
4,015 

In view of the evidence respecting rate base, the Comm1ssio~ 

finds that the sum of $90,100 represents the fair and reasonable 

depreciated rate base for this utility for the average year 1963. 

Such amount is essentially the staff-derived rcilte base augmented by 

theest~ated cost of pressure recording equipment. Relating the 

abovc-dete~ined net revenue to ~ch rate base indicates a rate of 

~cturn of approximately 4~ percent. 

Applicants have demonstrated their need for and entitlement 

to increased revenues. The Commission finds that applicants shOuld 

be accorded an opportunity to earD a rate of return of approximately 

7~ percent, which we hereby find to be reasonable, on a rate baze of 

$90,100 and that rates fo~ water service should be increased so a~ to 

?i:oducc sueh a result. Such retu-nl will produce gross revenues of 

about $27,500, an increase of l7 percen~ on the basis of t~e est~ted 

average year 1963, and provides for operating expenses of $20,750 on 

the same basis. 
-4-
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The staff investigation in this 1:latte::' h.ilS disclosed a 

number of irregularities in applicants' operations. Applicants have 

installed facilities and p:ovided service in two axeas w.n1ch are non

contiguous to their certificated service ar~a; also~ th~ serve water 

to and bill customers in an area in whiCh ehey own no facilities and 

on which, apparCtltly, they have, no right even to do maintenJlnce work. 

Applicants have unlawfully charged customers who own resideDtial 

S"'..nxmning pools an additional flat rate of one dollar per month.. They 

~ave reDdercd two-tlonths 1 bill:: to all customers, although their 

teriffs specify monthly billing. !heir accounti~g praceices,bave Dot 

been in accord with accepted accoun~ing principles, nor are their 

.:ccounts kept in full eonformi:y ~ri.~h the Uniform System of Accounts 

prescribed by this Comnission. No gCllcral lcdger ,is maitlta:tDed; DO 

:et of double-entry records is kept; persODoll :3nd oth~ funds are 

cO'CCl:.L:oglcd with utility funds; anCt no records of customer complaixlts 

~u:e ~i."ltili1led. With respect to sel:Vice, olpp11cmltS ac1c:tt cc:.-ta::.:c 

d~ficiencics, such as low pressure and past inadequate response to 

customer cOQpl~ints ~nd have testified that they are taking immediate 

~teps to correct such service deficiencies. 

The irregular practices. and service deficiencies, in the 

m.lin,. Mve occurred because of applicants' preoceup~tiOD with their 

other business difficulties or through lack of knowledge concerning 

the obligations of public utilities. We are convinced that these 

en-ors have been made unwittingly and in no Colse delibera1:ely. 

A~plicants are hereby placed on notice, however, that all iuegular 

pr.~ctices must cease ~nd that fmmedia~e corrective action must be 

taken. Applicants arc admonished zhat no further discrepanc:i.es will 

~e countenanced. 
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!he Commission finds that the increases in rates and 

charges authorized herein are justified and that existing rates and 

charges, insofar as they differ from those herein authorized, are for 

the future unjust and unreasonable. 

IT IS ORDERED that: 

1. Applicants D. S. l<avanagh and P.auline Kavanagh, doing busi

ness as Kavanagh Vista Water 'COmpany, are authori~ed to file with' 

this Commission, after the effective date of this order and in con

formity with General Order No. 96-A, the schedules of rates attached 

to this order as Appendix A and, on not less than five days.' notice 

to the Cotmnission and to the public, to make such rates effective 

for service rendered on and after August 1, 1963. 

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

order, applicants shall file with the CommiSSion, in conformity with 

General Order No. 96-A, a revised tariff service area map, and 

copies of printed fonns, no:tmally used ·in cOtltlection' with customers' 

services. 

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

applicants shall file with the Commission four copies of a compre

hensive map dr~ to an indicated scale of not more than 400 feet to 

the inch, delitleatitlg by appropriate markitlgs the various tracts of 

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

and distribution facilities; and the location of the various water 

system properties of applicants., 
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7. Within sixty days after the effective date of this order, 

apt>lica-ots shall have refUtldecl eo their customers any and all amounts 

collected as a so-ealled,charge for service to residential swimmjDg 

pools atJd within teo days thereafter shall tlotify this Coamission, iD 

writing~ of the names 31:daddres$es of such customers and the amount 

of the refund paid. 

'l'he. effective elate of this order shall be fift:e.en days after v 
the date hereof. 

Dated at San Francisco 

of _-....I..J\l,w.l..,y'--__ -', 1963. 

~.cali£¢n1ia, this ~ day 

. ... . . . 

coma:asslOiiers 

Commissioner Roloboff present 
but not voting . 
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APPLICABILITY 

AP7.J.."DIX A 
Page 1 ot , 

Schedule No. 1 

Applic:l.'ble to all m.etered ..... atcr service. 

TERRITORY 

('1') 

('1') 

The area. adja.c:cntto Bullard Avenue located ~ppro:r.:i.m.l.tely 6 :niles (1') 
north or Fresno, Fresno County. {'1') 

RATES 

Quantity RAtes: 

First 900 cu.tt. or less ~ • • • 
Next 1,100 eu.tt.? per 100· cu.!t. 
Next 3,000 cu.tt.,' per 100 cu.tt. 
Over 5,000 eu.tt., per loo eu.£t. 

.. .. . · . . ., . · . . . . . . · .... ,. . 

Ydni:nU1ll. Charge:, 

For 5/8 x 31L.-inch met(lr .. .. .. .. • • .. .. • • • • 
For 314-ineh Meter .' .. • • .. .. .. .. .. .. 
For l-inch meter • • .. • • .. .. .. • • 
For l~inc:h meter .. .. .. .. .. .. .. .. .. .. 
For 2-ineh meter .. • .. .. -

The Y.dnirowr. Charge ~'ill pntitle the customer 
to the C{t:&"ltity of ~'~'U'r which thAt ~ 
chargo will ~c~~e ~t the ~tit7 ~te3-

Per Meter. 
Per Month 

$ 2..65-
.18 
.12-
.06-

$ 2.65 
3.60 
$.2$ 
8.SO 

11.00 

(I) 

(I) 

(1) 
I 

(1') 
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APPLICABIIlTY 

APPENDIX A 
Sheet. 2 or :3 

Schedule No. 2 

Applicable to all flat rate 'water' service. 

TERRITORY 

The a:ea adj:Lccnt to Bull.a:d Avenuo lOc.1.tcci 3.pproxima~:ly 6 miles 
north o! Fresno., Fresno Cowlty. (1') 

RATES' . Per Serv:1.ceCozmection 
Per Month 

1. For a sinele-!~ resident.ial unit~ 
inelud.:ing premise.:!! having an area o!: 

8.1loo square teet or less • • • • 
S.,lOl to 9.,,00 z~o teet •••• 
9,$01 to 12.,000 zquare teet. ••• 

In addit.ion, tor ea.c..It 100 squ:u-e teet. 
of premise:! 1."1 exee~:5 or 12,,000 square 
toct ..... ,. • • • • . . . . ... .03 

For e;,ch .o.d.di tioXl:i.l zingle-f'a."Tlil:r 
rosident1al unit on the same ~r~es 
md. served. !rom t.he same servico 
cOl:lnect.ion •••.•••••••• 

2. For ea.eh m::.t.o:nobile service station •• 

3. For each busine~s e~t.abl~~ent other t~ 
~utomobile service stations. • • • • • 

SPECIAL CONDITIONS 

2.30 

6.00 

(I) 

(I) 

1. The Above .nat rates apply'to service connect.i~ not larger (N) 
thnn one inch :in di:uneter. eN) 

(Cont1mlod) 

J 
I 



" . 
A. ~5002 

Scheeule No. 2 

SPECIAl COND:TIONS (Continued) 

2. All service not covered by the ~ove clacsi!ieations shall be 
£urnished only on a metered bas~. 

3. For service covered by the above cwsii"ieat10ns" 1£ 'tho (1') 
utility or the' customer so elects., a. meter "hall b~ instWed and I 
::;ervice provided under Schedule No. l., General M~ed. Service. (1) 


