
GH 

66366 
DecisioD No. "------

BEFORE ~m PUBLIC UTILITIES COMMISSION OF !HE SIhtE OF CALIFO~IA 

III the liatter of the Application of ) 
PARl(WAY WATER CO., a corporation, for ) 
authority to illcrease its rates and ) 
~~argcs for its water system serving ) 
the communities of Parkway Estates~ ) 
Glee Elder and adjacent territory in » 
Sacramento CoUXlty. 

------------------------------) 

Application No. 45176 
(Filed February 13, 1963) 

Bacigalupi, Elkus & Salinger, by William C. Fleckles, 
for applicant. 

Lawrence Q. Garcia, L. L. thormod axlQ R.. W. Beardslee, 
for the comm~ssioD staff. -----

OPINION -_-.._--.,...".. 

Proceeding 

This application was heard before Commissioner Mitchell 

and E..~amiller Coffey at North SacrameDto OD July 17) 1963. It was 

submi tted uPO'D the filing of the hearing traXlscript 01) August 9) 

1953. Copies of the application and notice of hearing were served 

in ~ccordance With the Gomm1ss1o~'s p;ocedural rules. 

Applicant presented five exhibits and testimony by one 

witlless in ~up})Ort of its request for authority to illcrease its 

rates and charges for water service ill Parkway Estates, Glen Elder 

and adjacellt terri tory it! Sacrament:o Cou:oey. By Dee1siofJ No. 6540l, 

dated May 14, 1963~ i~ Application No. 45360, this OommdSSiOD 

3.uthorized the transfer of the Glexl Elder "'r<later system to the C1 ty 

of Sacramento. Four witnesses from the CommiSSion staff prescllted 

the results of their independetlt studies aDd iDvestigations of 

3pplicaxlt's operations. Portiolls of the record in the application 

of CitiZeIlS Utilities Company of CaliforDia (Application No. 45164) 

for iDcreased rates for water service it! its Boulder Creek District 
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A. 45176 GH* 

relating to rate of return aDd to expenses to be allocated through 

mutual service accoucts we=e incorporated in this record by stipu-

lation of the parties. One public ~t~ess protested the requested 

increase in rates. 

System ruld Service Axea. 

Applicant is a wholly oWDed subsidi~ of Citizens 

Utilities Company (Citizens Delaware) headquartered at Stamford, 

Cotlnect1cut, and is, together with lline other califortlia water service 

companies, an affiliate of Citizens Utilities CompaDY of ~~11forn1a 

(Citizens california), with headqua,rters at ~edding, CaliforDia. 

Citizens Delaware operates or controls utility companies with gas, 

electric, telephone and water operations in nearly 400 co~unities 

in the UOited S=ates. Citizens Delaware engages ac~ively in ~e 

administrative dixection of applicant aDd pe=farms certain adminis

trative~ financial,engincering and purchasing services for applicant ~ 

as well as for its own operating districts ~d other subsidi~-y 

corporation~. An office is maintained by Citizens Califo:nia io 

Redding, Califo~ia, where administration and engineering for the 

telepho~e department of Citizens california and general accounting, 

including billi~8J for the applicant and the California affiliated 

companies are performed. ACministration of applicant, of Citizens 

Califoroi~ water depar~eot operations in five districts and of other 

California affiliated companies is performed from 3D office main-

tained in North Sacrametlto. 

As of December 31, 1962, applicant served approximately 

68 metered, 2230 flat rate and 8 private fire protection customers 

and 205 public fire hydrants. During 1962 applicBDt served aD 

average of 418 customers in Glen Elder. 

Applic~t's Request and Rate Proposal 

Revenues received by applicant are obtained from the sale 

of water to business customers at meter r.ates aDd to residential 
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customers at flat rates. The following table s1vnmarizes ~pplicant's 

present aDd proposed rates, no increases being requested for private 

aDd public fire protection services: 

PRESENT AND PROPOSED RATES 

Annual Gexaeral Metered Service 

QUaIltity Rates: 

First 800 cu.ft. or less ••••••••••••••••••• 
Next 3,200 CU.ft6, per 100 cu.ft •••••••••••• 
Over 4,000 cu.ft., per 100 eu.ft •••••••••••• 

M1 n:lm.un Ch.arge: 

For 5/8 x 3/4-inch mete: ••••••••••••••••••••• 
For 3/4-inCh meter ..................••• 
For 1-1nch meter ••••........•• ~ ..... . 
For 'l~-inch meter . 

••••••••••••••••••••• 
For 2-inch meter ................ -.... 
For 3-inch meter ..................... 
For 4-iDch meter ••••••••••••••••••••• 
For 6-ineh ~eter •••••••••••••••••••••• 

Resicectial Flat Rate Service --
Rates: 

For each residential \:1i t wi thout 
swfmming pool, iDclud~=g a lot 
having aD area of: 

8,000 sq.ft. or less ••••••••••••••••••••••• 
8,001 to 11,000 sq.ft • ••••••••••••••••••••• 

1l,001 to 13,000 sq.ft • ••••••••••••••••••••• 
13,001 to 15,000 sq. ft • ••••••••••••••••••••• 
15,001 to 20,000 sq. ft • ••••••••••••••••••••• 
20,001 to 25,000 sq. ft • ••••••••••••••••••••• 
25,001 to 30,000 sq. ft • ••••••••••••••••••••• 
30,001 to 35,000 sq.ft • ••••••••••••••••••••• 
35,001 to 40,000 sq.ft • ••••••••••••••••••••• 
40,001 to 45,000 sq. ft • ••••••••••••••••••••• 

Over 45,000 sq.ft., for eaCh 
additional 10,000 sq. ft. or 
fraction thereof •••••••••••••••••••••••••••• 

Per Meter Per Month 
PreseDt Proposed 

$ 2.00 
.15 
.075 

$ 2.00 
3.00 
4.50 
7.00 

14.00 
25.00 
40.00 
70.00 

$ 2.40 
2.75 
3.00 
3.25 
3.75 
4.00 
4.50 
5.00 
5.50 
6.00 

.75 

$ 3.00 
.23 
.11 

$ 3.00 
4.50 
6.75 

10.50 
21.00 
37.50 
60.00 

105.00 

$ 3.35 
3.70 
3.95 
4.20 
4.70 
4.95 
5.45 
5.95 
6.45 
6.95 

1.20 

Ucder appliceot's proposed rates the bills for metered 

service to businesses would inc~ease 50i. and the bills for flat rate 

service to =esidence~ 'WOuld increase 95 CeDts per lIlOZlth. The average 

-3-



A. 45176 GH 

monthly bill for metered service is $9.19 UDder present rates and 

would be $13 .. 74 UDder propos~ rates. The average monthly bill for 

flat rate service is $2.66 aDd would be $3.65 UDder proposed rates. 

Issues 

The following are the issues in this proceeding: 

1. ReasooSb1eness of the estimates of operating revenues, 

expenses, including taxes and depreciation, and rate base. 

2. Reasonableness of the rate of return. 

3. Staff operating and safety recOC'lme1ldaeions. 

Results of Operation 

'the followi.:cg tabulatioD compares the estimates made by 

the staff and by applicant for the results of operation i:o the test 

year 1963 UDder both present aDd proposed rates: 

Iee:m -
Operating Revenues 

Operating Eh~eoses: 
Opr. & Maillt. Exp. 
Adm. & CeDe & ~.iSC:. 
Taxes Other ThaIl OD 
Depreciat10D 
IDcome Taxes 

Total Cpr. Exp. 

Net Revenue 

Depreciated Rate Base 

Rate of ReturD 

SUMMARY OF EARNINGS 
Year 1963 Estimated 

Exp. 
1tlc. 

Presellt Rates 
Applicant's CPOC staff 

ShowiIlg 
Exh. No. 2 Exh. No.6 
$ 75,174 $ 74,250 

22,400 21,620 
10,500 8,530 
16,032 7,890 
16,672 14,160 
2z583 100 

$ 68,187 $ 52,300 

$ 6,987 $ 21~9S0 

$435,550 $389,400 

1.6% 5.64% 

Proposed Rates 
AppliCaDtls CPUC 

ShOwing Staff 
Exh. No.2 Exh.No.6 
$ 97,439 $101,140 

22,400 21,750 
10,500 8,530 
16,032 7,890 
16,612 14,160 
11z239 1 .. 130 

$ 76~843 $ 53>460 

$ 20,596 $ 47,680 

$435,550 $389,400 

4.7% 12.24% 

The staff's esttmate of revenue at present rates is $924 

less tha!l .2pplic.:mt's. ApplicaDt did not exp1aiD the basis of its 

revenue estimate. To estimate total revenue the staff witness, after 

adjustiDg for the sale of Glee Elder, determined by class of service 
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theliDe3r projectioD of recorded revenue for the years 1960, 1961, 

and 1962. We find reasonable the staff esttmate of revenue at 

present rates as reflecting customer growth and inerements iD average 

cus tomer usage. 

Applica:ct's estimate of operatio'D and maintenance expenses 

at present rates exceeded that of the staff by $780. The field 

iDvestigatio'D of the staff indicated that four of the seven pumps 

operate at over-all poor efficieccy, that pressure tanks are oper

ated in aD excessively water logged conditioD, aDd that the pressure 

taIlks receive too much air charge. The staff estimated that the 

correction of these operating conditions would effect a $400 savings 

in p~ping costs. Inasmuch as properties of applicant's affiliate 

in North Sacramento were recently lost by condemnatioD.proceediDgs, 

it is to be anticipated that applicaDt in the immediate future will 

have higher UXlit costs thatl ill the past. We fiDd reasonable appli

COJ:lt's estimates of operation and lX18inteDarlce expenses after a $400 

reduction to reflect potential pumping cost savings. 
Applicant's estimate of administration aDd general and 

miscellaneous expeDses exceeds that of the staff by $1,970, $1,600 

of which relates to expenses incurred at Stamford aDd Redding which 

are allocated through mutual service accounts. Applicant has adopted 

the staff recommendations relative to the reductioD of cODstructioD 

overheads but has not adopted a reeommendatioD to eli~Date direet 

charges from the Stamford Mutual Service.AccoUDt. 

We find ~at applieant's estimate of $752,000 plus $28,000 

for penSion expense is a reasonable estimate of the amount of 

salaries, wages a:nd other expellses which in 1963 will be iDcurred 

3t Stamford and should be distributed iD part to California oper

ations. 
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AppliCaIlt has had two opportunities in this 1'roceediXlg to 
... 

demons~rate the rcasonableDcss of its position on direct charge, oXlce 

in response to ~taff dat~ requests aDd again duriDe the hearings in 

these proceedings. Applica~t h~s fn11ed to produce any cODvincing 

evidcr.ce that (1) the Corn!nil!JSiOD shottld ~o:: iollO"A r..he geDe::p..l 

principle guiding the sesff, to wj.~, that Stam£ord expenses ~hould 

be chnrged to Callfo~ia operatio~s only to the ex~ent that such 

expe.1lse~ m~e i" the 1:iterest of CaU.forni~ eOlls\l1l1cA:'S, a.nd (2) the 

proper oetb.od of eff-aetillg sl.:ch cn.;:.xses to c".liforr!a op~rJlt;;toDs 

iz to allocate by the four f~ctor method only those itemc which 

remain after the elimination of am~UDts which ~ be ider.tified and 

as~l~ed directly, ~h1eh result f~om activities of no benefit to 

Califoni.a COtls\..""Ue:s a.:ld w:tieh rclc.te to congtruet;.on o'l)'c:!:leacs. 

I~ orcler th~t the Co~SS10D may be informed of staff 

reco'OCleodetiotl of the amouot of Stamford expeDses ~\thieh should be 

chnrged to ~~lif~rni~ o?~rstic=s, it is Deeese~zy tn&t ~~e st~ff 

examine the St~ford books ~d :ccords ~~/or the applicant ~z.e 

adequ~te rcspo~ses to st~ff requests for data. It is ~ot iD the 

public i~terect th~t califo~ia CO~GumCT.S be required to bear the 

expenses, of :Ul audit ill S'i:a:ford ccch yr:.a:r: th.:lt si.'plie~nt or ~ 

affiliate rcqt.'te8ts a. rate inc:::easc. Applic~t: aDd it~ ~.ff:tl:'l\.tcfi. are 

placed on notice that the exp~~~e of such out-of-stctc &~dit~ may be 

production of 3.pp:optiate boo':<:s ~d records in C3.1i£ornia t"'..a.y be 

rcqui:ed, or t.."".lat the COl!;tiszi.o~ w~ 11 disa.llow exper.:ses which. s.re Dot 

prov"d by appli.<:3Xlt to be :reDSo""blc. We firld reaso,,""l.e, b2.sed on th~ .j' 
r·~t:i.os d~veloped f~OI::' t..~c stt;ff e,'.!o::'t" thet dircc'\: cl:.-:.:,ze: tl,.-::J.ot::.ntir.g 

to $173,500 should be d~ducted from expenze inc1!Z'red in Stamford. 

~e £i~d re~on~ble $5,800 C~ cp~11c~~tts ~o=tic= of the expeDses 

which are allocatee through the Mutt:.Sl Se:o:vice Accc1J:It. This 
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allowance is $500 greater thaD that of the staff, iDcludes the effect 

of eliminl1.tion of directs .frQ'lll Stamford expeJlse, and incX'eases 

directs to Califoro1.s.. We find that a. re~,:u:-,oD4hlp A'lr<WQn.,.~ £01: Ad

ministrative aDd gen~ral ~d miee~11Dneous expense is $Q,030. 

The differeDce, $8,142, between the estimates of taxes 

other than lDe~e results mainly fr~ the various estimates of 

ad valorem taxes. Based on the last-lalOWD tax rates and the a.ctual 

assessed valuations applicable to the year 1963 introduced during 

the hearing OIl this applicatiorl, we £iod th.:tt the swf estimate is 

reasonable after increasing the ad valorem taxes fr~ $7,300 to 

$9,800. 

Ibe difference in depreciation expe~se betweeD the estim~ecs 

of the st:lff .a:ld ap~li<:&Ilt ma!llly :esult: fro:n the sea.ff use of 

longer remaiDing lives. We find reaso~able the staff estfmaee of 

$14,160 for depreciAtion expense. 

The ztaff method of computing income taxes differs from 

that 0: applicant's in that: 

1. The staffls income tax depreciation estimates are b&ged 

Oll:, depredation ra.tes aXlcl x:ethods utilized by .a.pplicaDt in its tax 

returDs; applicaDt's income tax depreciAtlo~ expenses in its showing 

are the same as used for book purpoGes. 

2. The staff has reduced federa.l incOOle taxes by the amount 

of the invesement tax credit; applicaDt bas Dot made this deductio:. 

3. The staff h2S computed interest expeose by applying 

Ci tizetls Delaware r 8 c::'j)1 aliutiorJ ra.tio and composi te interest rate; 

applicant has not inclu,ded 3D interest expense deductiotl. 

We find the staff method of computing income tsxes reasotl

able. We have reviewed these ~djuSbneDts in other proceedings 

involving affiliates of applic~t. 
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'!he d!ffere:lce betweeD the rate bases estimated by the 

staff aDd applicant mainly result from the staff adjustment fo= an 

amount i~teDded as a contribution but not recorded 48 such, from the 

I staff deductioD of mo~ies ~hich the applicant has failed to collect 
\ 

from subdividers, SDd from the lesser staff allOWaDce for working 

cash. We fiDd the staff rate base :easonable. 

Servi ce 8tld Ra.ces 

A staff witness testified that of 26 customer trouble 

:eports from January lS62 to May 1963, all have been satisfactorily 

resol ved or service deficiCDdes corrected. Tbe witness further 

recommended, to which applicant objected, the foi1owing operating 

improvemetlts, which we fiXld reasonable: 

(1) Applicant should compute its well productioXl aIld mai:luU,Il 

monthly records of the quantities so produced at each well. 

(2) ApplicaDt should iDstall a safety valve at each pressure 

tank and indicate the maximum allowable working pressure on each 

tatlk. 

(3) Applicant should operate aDd maintain the pressure tanks 

pursuaIlt to at leas t the minimum requirements of the UJlfired Pressure 

Vessels Safety Orders of the DivisioD of Industrial Safety. We are 

gravely concerned regarding the UDsafe practice of applicaDt relying 

o~ Che :upture of its Q1se~oution sYGtem, or the even weaker hot: 

waCer heators of its ct"..Stomers;, as a pressure taDk protective measure 

i:o the eve.nt of failure of its pump pressure switches. 

!b.e staff wi tDess fureher recormnended 'that rates Ghould be 

authorized which would effeet aD approximately equal unit cost of 

water to both meter rate aDd flat rate customers. 

Adopted Results 

The staff rec~ded tha.t: the t'&te of ret~ for epplice1Jt 

be withitl the rallge of 6.4 to 6.6 percent. 
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We find t:h.at the estimates as set forth below of operati:ag 

rev~:nues UDder presellt rates 8lld the rates aIJO charges hcreitl author

ized, ~e~ses, iDcluding taxes ~d depreciation, rate base And rate 

of ret'J.rD for the year 1963, reason.:lbly rcp:'esellt thc results of 

applicant's operations for the purposes of this proceeding, aDd said 

rate base and r~te of return we fiDd to be reaso~able: 

ADOPTED SUMMARY OF EARNINGS 

Present Rates Authorized Rates 

Operating Revenues $ 74,250 $ 81,300 

Oper.ati'Og Expenses: 
Operating & Maint~nance Exp~se 22,000 22,000 
Admin. & Ge'Dl. & Misel. ~se 9,030 9,.030 
Taxes Other Than 011 Income 10,390 10,390 
Depreciat10IJ 14,160 l4~160 
Income Taxes 100 100 .. ----

Total Operating ~ensec $ 55,680 $ 55,680 

Net Revenue $ 18,570 $ 25,620 

Depreciated Rate Base $389,400 $389,400 

Rate of Retu...-n 4.777. 6.581.-

Findin~s 

Upon consideration of the evide~ee the Commission fiDds 

that: 

1. Applic~t is earni~g less thaD a reaso'Oable rate of returo 

alld iXlcre.ased rates sh.ould be aut:hor:i.zed. 

2. The increases in rates aDd charges authorized herein are 

justified, the rates aDd charges sutborized herein are reaso~able, 

aDd the presetlt rates arld charges, i~so£ar as they differ from those 

herein prescribed) are for the future unjust aDd unreasoDahle. 

3. The propo~~d increases in metered service rates are 

unreasonable and have not beeD justified. ) 
We concluce that applicant's request for authority to 

increase its rates should be granted for residential flat rate ccrv-

ice to the extent provided in the following order. ~ 

Under this authorization the monthly bill of each resi
dential customer will increase 32 cents. 
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IT IS ORDERED that: 

1. Parkway Water CompaDy is authorized to file with this 

Commissiotl» after the effective elate of this order alld itl conformity 

with General Order No. 96-A, the schedule of rates attached to this 

order as Appendix A and» upon not less than five days r notice to 

the Commission aIld to the public, to make such rates effective for 

service rendered on and after December 16, 1963. 

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

Parkway Water Coml'4tlY shall: 

(a) ~ute its well production a:ad thereafter D14in
taitl monthly records of the quantities so produced 
at eaeh well. 

(b) Ins tall a safety valve on' each pressure tatlk and 
. indicate the maximum. allowable workiDg pressure 
on each tank. 

(c) 

(d) 

Operate aDd maiDtain the pressure taDks pursuant 
to the requir~ents of the UD£1red Pressure Vessels 
Safety Orders of the Division of IDdustrial Safety ... 

Info~ the Commission in writing wheD the compli
ance with items (a), (b) and (c) bas beeD accom
plished. 

The effective da.te of this order shall be tweJlty days 

after the date hereof. 

Dated at _____ San __ F_I'3.n_elsc_O ____ » california, this ,;;t,-4 

day of~_--.;N..;..;O_VE_M_B_ER ____ , 1963. 
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APPENDIX A 
Page 1 of 2 

Schedule No. 2R 

RESIDENTT.AL ~LAT RATE SERVICE 

APPLICP.BltIT"I 

Applicable to all flat rate residential water service. 

TERRI70RY 

The area known as Parkway Estates, located at the intersection 
of Florin Road and Franklin Bouleva..'""d. a.."ld vicinity ~ southerly of 
Sacran:ento" Sacramento County. 

RATES 

For each rc=idential unit without 
swimmi."lg pool" including a lot having 
n.."l area. of: 

8,000 sq.£t. or less ••••••••••• 
8,001 to 11>000 sq.ft •••••••••• 

ll~COl to 1),000 sq.tt •••••••••• 
1),,001 to 15,,000 sq.ft •••••••••• 
lS,ool to 20,000 sq.ft •••••••••• 
20,001 to 2S,,000 sq.ft •••••••••• 
25,001 to 30,000 sq.ft •••••••••• 
30,001 to 35,,000 sq.ft •••••••••• 
35,,001 to 40,,000 sq.ft •••••••••• 
40,001 to 45,000 sq.tt •••••••••• 

Per Service Connection."; 

$ 2.72 
3.07 
,3.,32 
3.57 
4.07 
4.32 
4.82 
5.32' 
S.82 
6.32 

Over L.5,OOO sq.tt •.• for each additional 
10,,000 sq.:f't. or !raction thereof. .8S 

SPECIAL CONDITIONS 

1. Cha.rg~s for flat rate service are payable in advance. 

2. All service not covered by the above classifications 'Itf.u 
be i\lr.nished only on a n:etered basis. 

(Continued) 
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AFPENDIX A 
Page 2 of 2 

Schedule No. 2R 

RESIDENTllL ~ ~ SERVICE 

SPECIAL CONDITIONS (Co~tinued) 

3. Meters rr.:;.y be :.n:;tallcd a.t option 01' utility or customer 
for dbove classifications ~~ which event ~ervice will thcreaiterbe 
rendered. on the basis of Schedule No. 1~ Gcner.u Met.(!red Service" 
and rmlst be continued tor not less t..han 12 months before it T!JAy be 
again changed to flat rate sOrviee. 


