
SD 

Decision No. 67010 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Application of REDWOOD WATER ce., INC.,) 
a California corporation, for authori- ) 
~ation to raise water rates. ) 

) 

Application No. 45858 
(Filed October 11, 1963) 

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

Applicant operates a public utility water system in two 

adjacent summer resort areas known as Summer Home Park and 

Highcroft, located near Hilton on the Russian River in Sonoma 

County. Applicant is a wholly owned subsidiary of the Summer 

Home Park Corporation, which is wholly owned by approximately 50 

stockholders who are property owners of the area serviced by the 

utility. Water service is furnished to 164 residential customers 

under a flat rate schedule. Water is pumped from a well and from a 

sump into two 25,OOO-gallon redwood, two 500-gallon redwood and one 

200-&allon pressure tanks. The system consists of 19,510 feet of 

mains. 

The following tabulation compares applicant's proposed 

rates with present rates: 
Meter Rates 

Quantity Rates: 

First 
Next 
Over 

400 cu.ft. or less .••• 
1,000 cu.ft., per 100 cu.ft .• 
1,400 cu.ft., per 100 cu.ft •• 

Minimum Charge: 

For 5/8 x 3/4-inch meter . . . . . . 

Per Meter Per Month 
Present Proposed 

$ 
.35 
.25 

$ 
.35 
.25 

Per Meter Per Year 
Present Proposed 

$30.00 $50.00 

The annual minimum charge, payable in advance, 
entitles consumer to 400 cubic feet of water 
per month through a 5/8 x 3/4-inch meter. 

(Continued) 
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A .• 45858 SD 

Fl~t Rate 

Annual charge payable in a.dvance ••. 

Per Service Connection 
Per Year 

Present Proposed 

$30.00 $50.00 

Applicant also proposes the establishment of an initial connection 

charge of $50.00 and an inspection and reconnection charge of $5.00, 

and, furthe~proposes discontinuance of the metered service rate 

schedule. 

The Comm:f.ssion staff made a field investigation and report, 

hereby received as Exhibit 1, in cotu,ection with this application. 

Twenty customers protested that the increase in rates would be 

excessive, especially for the customers who use their cabins only 

during the summer seaSon. Other complaints were that the water is 

of poor quality, service could be improved, and the increase is 

required to cover the cost of improper planning of the system. Seven 

cuStcmers wrote that they favored the proposed rates. As of 

November 1, 1963, only one informal complaint, which concerned rusty 

water, had been filed by applicant's customers during the past two 

years. 

Exhibit 1 substantially supports applicant's allegations 

that it is presently operating at a loss and in need of rate relief, 

~s indicated by the following tabulation: 
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Item 

Summary of Earnings 
Year 1964 Estimated 

: Present Rates : Proposed Rates : 
:Applicantis:CPUC St3tt:Applicant's:CPuC Statt: 
: Showing :Exhibit 1: Showing :Exhibit 1 : 

Operating Revenues 

Deductior.s 

$ 4,920 $ 4,950 $ 8,200 $ 8,250 

Opcrati~g Expenses 
Depreciation Expense 
Taxes Other Than Income 
Income Taxes 

5,500 
750 
300 
100 

3,900 
730 
500 
100 

5,500 
750 
450 
400 

3,900 
730 
500 

1~000 
Total Deductions 6,650 5,230 7, 100 6,130 

Net Revenues (1,730) @ID 1,100 2,120 

Average Depreciated 
Rate Base 19,141.82 19,700 19,141.82 19,700 

5.7% 10.8% R~te of Return Loss Loss 

(Red F1gure) 

The principal differences bo:ween staff's ~nd applicant's 

estimates result from the following: 

(b) 

(c) 

(d) 

Operating Revenues - The staff's estimates include 
the addition ot one customer, whereas applicant's 
estimates did not give any consideration to growth. 

Cperatin~ Expenses - The staff's estimates are based 
on 19b! and 1902 recorded expenses adjusted to 
reflect exclusion of nonrecurring expenses. The 
staff's estimates include $100 for rate case 
expenses ($500 total prorated over five years), 
$200 for deferred maintenance, and $60 for water 
testing. Applicant's estimates are based on 1962 
recorded expenses, to which $1,750 was added for 
eefe:red maintcnanc~. 

Depreciation Expense - The present composite 
depreciation rate ot 2.8 percent is used by both 
staff and applicant. The staff's estimate differs 
from applicant's because of the staff's exclusion 
of depreCiation on mains to be replaced by proposed 
additions. 

T~xes - The staff's estimate of property taxes is 
based on the latest tax rates, whereas applicant's 
estimate is based on a SO percent increase over 
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(e) 

the 1962 recorded taxes. Th~ staff also included 
an allowance for payroll taxes, which item was 
not considered by applicant. 

Rate Base - The staff's estimate of rate base 
differs trom applicant's mainly in that the staff 
included an unweighted allowance for 7 and the 
applicant weighted, a replacement item. The 
staff ~lso did not accept as firm the plans of 
applicant to build a new storage tank. A working 
cash allowance is not appropriate inasmuch as 
annual charges are collected subs~::lntially in 
advance of the renecring of service. 

The staff in Exhibit 1 recommended that rates be authorized 

which would result in the following summary of earnings for the yesr 

1964. : 

~ 

Operating Revenues 

Operating Expenses 
Depreciation Expense 
Taxes Other Than Income 
Income Taxes 

Total Deductions 

Net Revenues 

Average Depreciated Rate Base 

Rate of Return 

At Staff 
Recommended Rates 

$ 7,630 

3,900 
730 
500 
850 

5,980 

1,650 

19,700 

8.4% 

The principal service complaint appears to be the rusty 

wa~cr in a portion of the system. During the field investigation 

~ace by the staff, it was found that water from taps in this area 

had a brownish tinge. The staff recommended replacement of the 

three-inch main caUSing this complaint. 

The staff investigation disclosed no records indicating 

t~1..'lt laboratory tests of the water were made during 1963. The staff 

recommended that the utility be required to have regular tests made 

of ~he water quality, under the s~pervision of the local public 

health agency. 
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The staff also recommended denial of applicant's requests 

to establish service connection and special reconnection charges and 

to discontinue its metered service rate schedule. 

Upon consideration of the evidence the Commission finds 

that: 

1. Applicant is earning less than a reasonable rate of return 

and increased rates should be authorized. 

2. The estimates of operating revenues, expenses, including 

taxes and depreciation, and the rate base as submitted by the staff 

for the year 1964 reasonably represent the results of applicant's 

operations and they should be adopted for the purposes of this 

proceeding. 

3. A rate of return of 8.4 percent, when related to the 

adopted rate base, is fair and reasonable for the operations of 

this system. 

4. The increases in rates and charges authorized herein are 

justified, the rates and charges authorized herein are reasonable, 

und toe present rates and charges, insofar as they differ from those 

herein prescribed, are for the future unjust and unreasonable. 

S. The above staff service and rate recommendations are 

reasonable. 

6. A public hearing is not necessary_ 

The Commission concludes that: 

1. Applicant's request for authority to increase its rates 

should be granted to the extent provided in the following order. 

2. Applicant's request to establish service connection and 

spec::.al reconnection charges and to discontinue its metered service 

=ate schedule should be denied. 
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The annual flat rate charge at the rates herein authorized 

will be $46, compared with the present annual rate of $30, an 

increase of 53 percent. 

IT IS ORDERED that: 

1. After the effective date of this order, applicant, Redwood 

Water Company, Inc., is authorized to file the revised schedules of 

rates attached to this order as Appendix A. Such filing of revised 

rates shall comply with Gener3l Order No. 96-A. The revised rate 

schedules shall become effective for service rendered on and after 

May 1, 1964, or on and after the fourth day following the date of 

filing, whichever is later. 

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

order, applicant shall file with the Commission, in conformity with 

General Order No. 96-A, revised rules governing service to custo~ers) 

a revised tariff service area map, and copies of printed forms 

normally used in connection with customers' services. Such rules, 

tariff service area map and forms shall become effective upon five 

Gays' notice to the Commission and to the public after filing as 

hereinabove provided. 

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

applicant shall file with the Commission four copies of a r.evised 

comprehensive map) drawn to an indicated scale of not more than 400 

feet to the inch, delineating by appropriate markings the various 

tracts of land and territory served; the principal water production, 
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storage and distribution facilities; and the location of the various 

water system properties of applicant. 

4. Applicant shall replace. on or before December 31, 1964. 

the three-inch iron pipe connecting the Highcroft pump to the 

Summer Home Park Subdivision with a main at least four inches in 

diameter, and shall notify the Commission, in writing, within ten 

days thereafter. If said replacement is not so effected, the 

Commission may order rate reductions. 

5. Applicant shall institute, on or before June 1, 1964, a 

program for the periodic testing of water quality and shall report 

to the Commission, in writing, within ten days thereafter that such 

program has been instituted, together with the details thereof. 

6. The request of applicant to establish additional service 

charges and to discontinue its metered service rate schedule is 

denied. 

The effective date of this order shall be twenty days 

after the date hereof. 
~ ~CJ3C() J ( f /j Dated at _________ , California, this N_--'1/, 

day Of;]~!MA , 1964. 

CommisS1~nor William M. Bennett. being 
neeessarily absent. did not participate 
in the d1spOS1 tion ot this proceod1J2,f.J 
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APPLICABILITY 

APPENDIX A 
Page 1 of h 

Schedule No. lA 

A1rnUAL CENERAI. METERED SERVICE 

Applicable to all metered water service furnished on an annual 
ba::is. 

TElWTOPX 

(1' ) 

The areas known as SUllltTler Home Park and Highcroft, and vicinity, (X) 
loeated approximately four miles northwest of Forestville, Sonoma County.(l') 

RATES 
Per Meter 
Per Month 

Monthly Quantity Rates: 

First hOO cu.!t. or less ••••••••••••••••••••••• 
Next 1,000 cu.rt., per 100 cu.ft • •••••••••••••••• 
Over l,hOO cu.rt., per 100 cu.rt • •••••••••••••••• 

Annual Minimum Charge: 

For 5/8 x 3/h-inch meter ....•.••..•....••...•..•. 

Per Meter 
Per Year 

$45.00 eI) 

The Annual Minimum Charge will entitle the customer to (N) 
the quantity of w~ter each month which one-twelfth of I 
the annual minimum charge will purchase at the Monthly 
Quantity Rates. (N) 

(Continued) 
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SPECIAL CONDITIONS 

APPENDIX A 
Page 2 or 4 

Schedule No. lA 

ANNUAL GENERAL I-rzTERED SERVICE 
(Cont.inued.) 

(1') 

1. The annual m1nimum charge applies to service during the (1') 
l2-month period commencing Ja:nu:Jry 1 and. is due in advance. !£ a I 
permanent resident of ,the area hss beon a customer or the utility 
for at le3St 12 months, he may elect, at the beginning of the calendar 
year, t.o pay prorated. minim~~ charges in advance at intervals or less I 
than one year (monthly, bimonthly- or quarterly) in aceorci.Rl'l.CC with the I 
utility's est.ablished billing periods for water used in excess or the 
monthl:r allowance under the a .. mual minimum charge. When meters are 
read bimonthly or quarterly" the charge will be eomputed by doubling t 
or tripling, respectivoly, the nu.~ber of eubic .feet to which ea.ch bl()('l, . 
rate is applicable on a monthly basis. (1') 

2. The opening bill for metered service, except upon conver~ion (N) 
trom !lat ra.te oervice, shaU be the established. annual mir.imum charge I 
;Cor the service. Where i.."l1t1al service is est.Wlished a..f'ter the first I 
day of any year, the portion of such 3nnUAl charge applicable to the 
current year shall be determined by multiplying the annual charge by 
OM three-hundrod-six'ty-fitth (1/.365) o.f t.he n\ullDer of days remaining 
in t..~e calendar y~. The balance or tho payment of the 1m tial annual 
ch%rge sr~l be credited against the Charges .for the succeeding ~~ual 
~eriod. If service is n~t continued. for at le~st one year after the 
date ot initial service, no retund of the initiAl a,nnu.;.J. ~ges shall 
be due the customer. (N) 
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APPLICABILITY 

APPENDIX A 
Page :3 of 4 

Schedule N~. 2AR 

A.~AI. RESIDENTIAL FLAT RATE SERVICE 

Applicable to ~ flat rata residential water scrvico furnished 
on an annual basis. 

TERRITORY 

(x) 

The areas known as SUmmer Home Park and Highcro1't 1 and vicinity 1 " 

loca'ced approximate~ tour miles northwest 01' Forestville, Son~~ 
Co~~ty. (T) 

RATE 

For a single~.t'arnily reoident1al unit, 
ir.cluding premises ••••••••••••••••••••••• 

SPECIAL CONDITIONS 

Per Service Connection 
Per Yea:!' 

$U6.oo (I) 

1. Th~ above 1'lat rate applies to service connections not larger (N) 
than one inch in diameter. (N) 

2. For service c~vered by the abcve classi!ica~ion7 it the (T) 
utility or the customer so ale cts, a meter shall bo installed. and. 
oe~r.Lce provided undor Schedule No. lA, Annual General Metered Service, 
effective as of the first day of the follOwing calendar month. 1.o.'here 
the 1'lat rate chargo for a period has boen p~d in ndv~ee, refund of 
the prorated difference between such flat rate paym~nt and the minimum 
meter charge for the same period shall be mad.e on or before that ~. 

3. The annual flat rate charge applies to service d.uring the 
12-:nont.."l p~~riod. com:nencing January 1 and is due in advance. It a (~) 
p~~ent resident of the area has been a customer of the utility for (N) 
at least 12 months, he may elect, at the beginning of the calendar f 
yoar1 to ~~ prorated. flat rate charges in advance at intervals ot le$s I 

than one yOD.%' (monthly, bimonthly or Cj,uarterly) in accordance with 't.ha I 
ut11ity's established billing poriod.s. (N) 

(Continued) 
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APPENDIX A 
Page 4 of 4 

Schedule No. 2AR 

ANNUAL RESIDENTIAL FLA.'!' RATE SERVICE ___ ..;.,..,.0.--' 

SPECIAL CO~~!TIONS (ContinucQ) 

4 •. The opening bill for flat rate :;;erviee shall be the (N) 
established annual flat rate charge for the service. Where the 
initial serviee is established atter the first day of any year1 the 
portion of such annual charge a~plicable to the current year shall bo 
cletermineQ b7 multiplying the annual charge by one three-h'UndreQ sixty-
1'i.fth (1/.365) of the n\UT1'oer o! days remaining in the ea.lendar year. The 
balance of the payment of the :!.n1 tial annual charge shall be cred:!. ted 
against the eh~ges for the succeeding a:mu~ period. It sorvice 13 
not eontinued for at least one yC3r atter the date of initial service~ 
no refund of the initial annual charges shall be due the customer. (N) 


