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Decision No. ________ _ 

BEFORE THE PUBLIC UTn.I!IES COMMISSION OF !HE STATE OF CALIFORNIA 

In the Matter of the Application ) 
of ARVIN WATER COMPAl\"Y, .:l Corporaeion, ) 
for an order autborizing it to in- ) 
crease rates charged for water service ) 
within its certificated area, Sacramento ) 
County, California. ) 

) 

Application No. 45179 
(Filed February 14, 1963) 

(Amended April 29 and 
May 3, 1963) 

l~rtin McDonough, £0= applicant; 
Bennett T. l<.8roly, for State Departalent of Public 

Healtb, Bureau of Sanitary Engineering, interested 
party; 

. David F. LaHue, for the Commission staff ~ 

OPINION 
-~----...-. 

After due noticc, public bearing in this matter was held 

before Examiner Emerson on June 21, 1963, at Sacramento. 

Applicant serves 3ppro~te1y 1,515 customers in an 

unincorporated area to :he north of the community of Carmichael, 

the service arca consisting of abou:l,lOO acres of land of whicb 

660 acres are subdivid~d into 2,000 residential lots. Two pbysic~l 

systems ~pply the overall area; one being supplied by four wells 

and one being supplied by a single well, .all wells being. about 

L~50 fcc: deep. About two years ago there occurred an unforeseen 

~nd unavoidable entry of Lcptotbrix, a b~ceerium which thrives on 

tbe iron content of 'Water, into tbe underground ~"aters .;mel thence 

into the supply ~nel distribution system. In cooperation with the 

Sbte Department of Public Health, applicant bas undertaken the 

sp~eial treatment of its supply in order t~ control the Lcptotbrix 

:?roblem. While producing no 'harmful effects on h~~s) this 

bacterium produces a discolored and unpalatable water tQwhich 

customers object. Its control conSists, among other ebings>of 
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an "over-eblorinationlt of the supply, producing a taste of chlorine 

in the'water, to wbich some customers also object. The latter 

condition is far preferable to tbe former, how-ever, and the treat­

ment has been and is now being done under the close scrutiny and 

to the full satisfaction of the Department of Health. The costs 

of the special water treatment, cOupled with the rise in labor, 

~terial, pumping, and tax costs since 1955, when applicant's 

present rates were established, have combined, accorcl1ng to appli­

cant, to jeopardize applicant's financial position and make rate 

relief necessary. Of the gross annual increase of $16,86S in reve­

nues sought by applicant, $12,000 is attributable solely to the 

additional direct costs of water treatment. 

Arvin Water Company, controlled by Mr. R. I.. Stoekton, 

provided water service in the town of Arvi:n for many years. In 

1955, 11r. Stocltton formed a new corporation, Oakvale Water Company, 

to operate in an area in Sacr~ento County known as 'V1bitney Village .. 

In 195Z tbe assets of Arvin Water Cocpanywere sold to the Arvin 

C~~ity Services District but the corporate entity survived. :n 

January 1950, ehe asse:s of Oakvale ~jater Company were sold to 

Arvin 'Vl<ltcr Company and OaI~<:le was dissolved. In October 195&, 

tbe portion of the Arvin water £aeil~ties locatce withfn zhe North­

ridge pzrk County Water District were sold to that district. Since 

1953, Arvin h~s experienced rapid graw:h ~nd most of its expansion 

nas been financed enro~gh ~in extension agre~ents. 

!he Commission staff inve$~igation of applicant's opera­

tions, made in connection with this proceeding, discovered sub­

sta:ltial errors and discrepancies in applicant's b001,s and records 

and clearly shows that applicant's accounting system has been 
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inadequate. In consequence, numerous accounting adjustment have 

had to be made by the staff in sucb accounts as organization, 

franchise, land, transportation equipment, plant) operating expenses) 

depreciation reserve, advances for construction and contributions 

in oilid of construction. Applicant bas been inconSistent, from year 

to year, in charging expenses to accounts and in salary distribution 

to the proper accounts and, in addition, has recorded operating 

expenses and taxes associated with non-utility operations in the 

utility's accounts. As ~ result, applicant's presentation .espect­

ing its earnings position is unreliable in many respects. For the 

purposes of this proceeding the Commission will rely on and adopt 

3S being fair ano. rcason.:lb1e the complete presentation mad.c. by its 

staff. 

The staffrs evidence shows that applicant's earnings ~or 

the year 1962 approximated a rate of reo~ of slightly over one 

percent on an average depreeiateo rate b.aseof $217,200. For the 

estimated yeoilr 1963, applicant's present rates for water service 

arc expected to produce a rate of return of no more than 1.1 percent 

on a rate base of $230,200. With respect to operations under the 

water rates which applicant has proposed, toe evidence respecting 

csti:::o:!ted c3:r:lings may be S'UlIIIllm:'ized as follOW's: 

Summ.ary of: Ooerations 

Proposed Rates - Est~~ed Year 1963 

Item 
Operating :aevenue 

Operating Expenses 
Before taxes and depreciation 
Taxes on Income 
Otber Taxes 
Depreciation 

Total Operating Expenses 
Net Revenue 
Average depreciated rate base 
Rate of Return 

-:3-

Amount: 

$ 79,550 

41~350 
5,150 
3,060 

131 900 
64,270 
15,280 

2.30)220 
6.61. 
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We find that the foregoing operating resu1ts~ togetbe. witb 

the rate base and rate of return, are reasonable. 

In view of the evidence, the Commission finds tbat appli­

cant's need for and entitlement to increased revenues bas elearly 

been demonstrated. Further, the Cocmission finds that the inereases 

in water rates 8S proposed by applicant and as authorized herein 

are justified and that existing rates, insofar as they differ 

therefrom, are for the future unjust an~ unreasonable. 

A comparison of existing and authorized water rates is as 

follows. !'he new' r."3tes will increase the bill of the average water 

user by appro~tely 28 percent. 

Flat-Rate? Residential Serviee,pcr month 

Lot area 7~OOO sq. ft. or less 
7~OOl - 9,000 sq. ft. 
9~001 - 11,000 sq. ft. 

11,001 -. 13,000 sq. ft. 
13,001 - l5~000 sq. ft. 
15,001 - 20.,000 sq. ft .. 

Present 
$3.00 
3.25 
3.50 
3.75 
4.00 
4.60 

General Metered Service, pcr montb: 5/8" x 3/4" meter 

800 cu. ft. or less 
Next 4,200 cu. ft., per 100 cu. ft. 
Next 5,000 cu. ft., per 100 cu. ft. 
Next 1C,000 cu. ft., per 100 cu. ft. 
Over 20,000 cu. ft., per 100 cu. ft. 

3.00 
.20 
.15 
.125 
.10 

Authorized 
$3.90 
4.20 
4.50 
4.80 
5.10 
6.00 

3.90 
.25 
.20 
.15 
.125 

Toe substantial errors in recorded plant investment, the 

failure to ~intain a work order system for recording plant 

additions, the absence of tnternal control over cash receipts anc 

the fmproper recording of revenues and expenses require correction 

by applicant. '!he order herein will direct ~pplicant to adjust its 

books to reflect those adjustments found necessary by toe Commission 

staff. Further, applicant will be directed to determine depreci­

ation accruals by using the straight-line remainiXlg life method 

of depreeiation accounting. Up-to-date maps of the system arc 

desirable and applicant's tariff rules should also be revised in 
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orde: to reflect p:es~e-day practices. !be order 'herein will 

require the same to be filed by applicant~ntbin a rCDsonable time. 

ORDER 
-~----

IT IS ORDERED as follows: 

1. Arvin W~ter Company is autborized to file in quadruplicate 

with this Commission, on or after the effective date of this order 

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

the scbedules of rates attacbed to this order as Appendix A and, 

after not less than five days' notice to the public and to the 

Commission, to ~kc said scbedules effective for water service 

rendered on and after October 1, 1963. 

2. By not later than fifteen days after the effective date o~ 

~his order, applic~n~ shall bave $C~ up and in opcrDtion an appropri­

~te work-order syst~ for the recording of plant additions and 

retirements and within ten &ys thereafter shall notify this 

Commission in writing of tbe details thereof and that the same 

has been accomplished. 

3~ By not later ti.,an :b:!.rty days after tbe effective ~tc of 

tbis ordc=, applie~nt sh~11 s~bmit to tbis Commission proposce 

a'jus~ing en~rie$ wbereby i~s acco~ts s031l be brougbt into con-

formity wi:a proper accounting methods and specifically be adjus:ecl 

:0 cor=ect tbe errors ancl cliscrepzaeies set fo=tb L~ Chapter 2 of 

Zxeibit No. 2 in this proceeding. U,on :lpproval 0= modification 

of such proposed entries by the Commission, app~icant sball ~(e 

said entries within thirty clays thereafter and sball notify this 

Commission in w=iting that toe same have been maclc witbin ten <Ulys 

follO'Winz_ 

-5-



e • ·A.45179 no 

4. Beginning with the year 1963, applicant shall determine 

the accruals for depreciation by dividing the ori~l cost of 

depreciable utility plan: less estim2ted future net salvage less 

depreciation reserve by tbe estimatea remaining life of the plant. 

Further, 3~'Qlic::l.t\.'t. sbOo'll ':~i~1 tb.~ dcp~eei.ation rates using tbe 

straight-line remaining life method whenever subst~ntia~ cbanges 

in depreciable utility plant composition occur and for each plant 

acc~ilt at intervals of not more ~han five ye3rs~ and revise tbe 

depreciation rates in conformance with such reviews. ~csules of 

these reviews shall be submitted to the CommisSion. 

s. 'VTithin sixty days after ~l,e ef~ective d.a:e of this order, 

~pplicant shall file ~r.ith this CommiSSion four copies of a cocpre­

hensive ~p ~awn to an indicated seale of not more than 400 feet 

to the inch, delineating by appropriate ~rkings the various tracts 

of land and =enito=y served; the principal water p:oduction, sto:cage: 

3nd dist~ibution facilities; and the location of the various water 

system properties of applicant. 

6,... ~7ithin thirty d:Jys after the: effective date of this ordc'r, 

~?plicant sball file wita tbis C~ssion, in conformity ~th General 

O~de~ ~ro. 96-f.." revi.sed rules governing service to cus~O'Clers, a 

rcvisecl tariff service ~rea ~p, and copies of printed forms 

no~lly used in connection with customers' sern.ees. Such rules, 
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tariff service area map and forms sball become effective upon five 

days' notice to the Commission and to the publie.after said filing. 

The effective date of this order sball be twenty days 

after ~be date hereof. 
-pt. 

~ .. ,., J:I'ra;C.~ 7 ~ _ Dated at ~ , california, this ~ 
-----------------day of __ AU_G_U_ST __ ~ 1963. 
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APPE!mD: A 
Pe.go 1 of Z 

Schedulo ~o. 1 

AP'PLICABILnI 

Applieabl~ to all cetoree ~ter oorvieo. 

~RITO'RY 

?.An~ -
First 800 cu. ft. or le~s •••••••••••••••• 
~oxt 4,200 cu. ft., per 100 cu. !'t.. • ....... .. 
Next 5,000 cu. :Ct., ~ 100 cu. ft ........ . 
~;oxt 10,000 cu. i"t., per 100 cu. rt •••••.•• 
Ovor 20,000 cu .. !"'t., per 100 cu. fi •••..••• 

V.inimum Cbarge: 

For 5/S x 3/4-1neh meter ••••••••••••••••••• 
For 3/4-ineh ~ctor ••••••••••••••••••• 
For l-ineh moter •••••.••••••••••••• 
For l"ineh meter •.••••••••••••••••• 
For 2-1Dch ce~r ••••••••••••••••••• 
For 3-ineh ceter ••••••••••••••••••• 
For 4-ineh meter •••••••••• , •••••••• 
For 6-ineh ~et~ •••••••••• _ •••••••• 

Per Y.eter 
Per Month 

$ 3.90 
.25, 
.20 
.15 
.125 

; 3.90 
4.$0 
e.25 

12.65 
)$-40 
30.25 
5e.7S 
86.75 

The Y.dni:tum Charge -....ill entitle the ~or 
to the ~1Jl1ntity o! wu,r vh1eh tM:t, ::liD1.rn\1:::l 
eharge will pw:-e~'3 at the Que.ntitj" Rate::. 

(1') 

(I) 

I 
eI) 
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APPLICABILITY 

APPE:!.'DD: A 
Page 2 of" 2 

Schedulo No.. 2R 

Applicable to all r14t rate re~1dent1al ~ter 3~rv1ee .. 

TER.'UTORY 

Tho tU'OIl. loeated north or Co.r:l1ehao1, Saeramento Cot.;Qty. 

RAT?..s -

• 

(1) 

('1') 

Per Serviee Connection 
POt'" Yoonth 

For oneh roz1dont1a1 unit ~thout :vimr~ng 
pool, inel\1ding e lot MViDg llJl tlrCD. of: 

7,.000 oq,. ft. Of' los= .' •••••.•••••••••• 
Ovor 7,000 s~_ ft. to 9,000 sq. ft ......... . 
Ovor 9,000 3~ .. re. to 11,000 ~. ft .......... . 
Ovor 11,000 :~. !t .. to 13,000 oct. ft .......... . 
iNor 13,000 oq. !'t .. to 1;,000 3Cj,. rt .......... . 
Over 15,000 3Cj,. !"t. to- 20,000 :xt. !'t ........ . 
Over 20,000 3q,. ft.,tor eaeh lld.d1tione.l 

l?OOO ~q. ft .. or fraetion thereof ............. . 

For eaeh noneireulation type evapora~ive roo: 
eooler, e.uring the months of Y.a.y through September 
1ne1~ive, in addition to :'Jingle family residence 
ra.te .................................. _ ••••••••• 

SPECIAL CO~D!TION 

$ 3.90 
4.20 
4.50 
4.80 
5.10 
6.00 

.10 

.6$ 

(x) 

f 

(I) 

For serviee eove:-ed by the a.bove classification:, if tho utility (T) 
or customer 00 oleet~, e. meter :hD.ll be i~t.ollod a.:c.d :lerviee provided I 
under Schodule No.1, General Y.etered Service.. (1) 


