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Decision No. 69773 

BEFORE THE PUBLIC UTILITIES COMMISSION OF !liE StATE OFCALIFOaNIA 

IN THE ~T!ER vF THE APPLICATION ) 
OF DONNER LAKE UTILITY COMPANY, ) 
a california corporation, for ) 
authority to increase rates for ) 
water service. ) 

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

Application No. 47075 
(Fileo October 29, 1964) 

Joh~ M. Bar~,for applicant. 
Bess M. Re1~ for East Eno Property Owners, protestant. 
William E. Von'Ta~en, for Donner take Property Owners 

Association, protestant .. 
;ohn D. ~eader, for the Commission staff. 

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

Proceeding " ' 

-
This application was heard before Examiner Gillanders on 

May 27 and 28, 1965 at Donner Lake. It was subm1tted 0'0 June 23, 

1965, upon the filing of the hearing transcript. Copies of the appli

cation and notice of hearing were served in accordance with the 

Commission's procedural rules·. 

ApplicaDt presented one exhibit and testimony by one wit

ness in s~~port of its request for authority to increase its rates 

and charges for water service at Donner take. Two witnesses from 

the Commission staff presented the results -of their independent 

studies and investigation of applicant's operation. 

Represe~tatives of two property owner groups appeared as 

protestants and one representative testified to the quality 0= the 

water and other service matters. The aSsistant health officer for 

the eastern e~d of Nevada Couoty, who is also vice president of the 

board of directors of Donner Lake Fire Department, testified as to 

the purity of the water aDd to the fire fighting requirements of the 

fire department. 
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The Commission has receivecI approximately 150 'letters from 

customers of the utility protestiDg the proposed' rate iDerease mainly 

because water service is required for only a few weeks or weekends 

of the year. 

Systee and Service Area 

Applic3l'lt furnishes W4~er service to approximately 521 

customers at Donner Lake located in Nev~da and Placer Counties •. 

Water is obtained either frCQ a spring located on the north side of 

the lake or by pumping directly from the lake. There are two pressure 

zones in the service area.. Water is delivered into t.a:cks, on oppo

site sides of the lake, which provide service to most of the cus

tomers by graviey. However, approximately 200 customers are serv~d 

from two, additional tanks into ~hich water is boosted fro~ the main 

oistributioD system. The total storage capacity of the system :is 
" 

approximately 375,000 gallons. 

Rates 

Applicant's present rates became effective in January, 

1961. They consist of schedules for annual general metered service 

and annual general flat rate service.. Applicant proposes that the 

present annual flat rate charge of $60 be increased to $90 ano that 

the present monthly minimum charge for a one-inch meter, which in

cludes usage of 800 cubic feet, be increased from $5, to $7.50 per 

month or aD ~nual charge of $90 per year. !he same perceDtage 

increase is proposed for all customers. 

The COmmiSSion staff, in Exhibit 3, recommended that the 

present annual flat rate charge of $60 be increased to $81 and that 

the present monthly minimum charge for a one-inch meter, which 

includes usage of 800 cubic feet, be 1ncreasedfrom $5· to $7 per 

month or all antlual lIlinimum charge of $84. In addition, the staff 

-2-



A. 47075 GH 

recommended a seasonal residential flat rate service of $70 for the 

summer season April l~ through November 30. 

Results of O?ar~tioD 

Witnesses for applic~t and the ~ss1on staff have 

aDalyzed and esti~ted appli~t's operational results. Summarized 

in the following tabulation from the seaff's Exhibit .3 and froc 

applicant's Exhibit F attached to the applicatio~, are the estimated 

:esults of operation for the year 1964, under present water r~tes 

~d those proposed by applicaDt. 

ESTI¥lATED RESULTS OF OPERATION z r:.AR 1964 

Present Rates Pro:eosed Ra.tes 
ApplicaDt CPUC S.taff Applieallt CPUC Staff 

Operati~s Revenues $ .3.3~000 $ 33,760 $ 49',500 $ 50,~~0 
, '. ", 

Deductions 
-operating Expense 26,505 20,590 26,505 20,710 

Depreciation Expense . 8,860 6,730 8,860 6,730 
Taxes 
Other Than Income 3~500 2,700 3,500 2,700 
On Income - 100 2z500 3.160 
Total Taxes 3,500 2,.800 6,000 5,350 

Workitlg capital l z000 - lzOOO 
Total Deductions 39,855 "3'0,120 41,365 33,,300 

Net Revenue (6,865) ·3,.640 7,135 17,.360 

Depreciated Rate Base 274,256 182,750 274,256 182,750 

Rate of Returo Loss 2.0% 2.6% 9.5% 

(Red Figure) 

In addition to its estimates of 1964 results of opera~ion, 

the staff es~imated that 1965 results of operation would produce a 

rate of return of 2.3 percene at prescot rates and a rate of return 

of 10.2 percent at rates proposed by applieaot. 

Issues 

The following are issues in this proceeding: 

1. Seasotlal vs. atlnual rate schedules • . 
2. Reasonableness ,of the estimates of operating revenues, 

expenses~ ineludiog taxes acd depreciation, and rate base. 
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Rate Schedules 

The record shows that the compaDy began its certificated 

operations in 1955 and that its i~itial tariff schedules provided 

for a seasonal rate from April 1 through November 30 for each single 

family residence. 

Early in 1960, by Application No. 41957, the compaDy re

quested authori~ to eliminate its seasonal rate aDd to inaugurate 

an annual minimum charge of $72 per connection. By Decision No •. 

60952, dated October 25~ 1960, the Commission authorized an annUal 

minimum charge of $60 and ordered the company to improve :£ ts service 

and facilities. !he record reveals that the company added. 

$199,684.80 to its pl~t accounts in the period 1960 to 1964, 

$35·,730.67 of which were fiDaxlced by adv8Xlces for constructiOD. 

While most of the above expenditures were for normal growth, it is 

clear that the company has complied with the requirements for im.prove,,:, 

ment of its service aDd facilities aDd its witness testified that the 

system is DOW fully winterized. 

The staff engineering witness testified that he believed 

seasonal service should be established because of the severe winter 

conditions at Donner Lake as compared to the seasonal service in 

other parts of the state. 

The witness for the fire department testified that the 

~ecessity for fire protection continues year round. 

The record reveals that approximately'180 people use their 

premises year rou~d or some time during the winter and that a pro

posal is presel'ltly before the Board of Supervisors of Nevada. County 

for the formation of a road improvement district in the west area to 

hard surface the roads aDd keep them opeD .all year. 
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We find that applica~,t is enti'tled to an opportunity to 

earn ~ X'ea.con~'ble return OD. i'ts re.asonable investmen'C aftc:-.allcwing 

for c:>..-penses that arc not seasonal but annual, and 'ti:1erefore 't>1C will 

aut:!orize ..:nnua.J. rate schedules. 

O?erati~gRevenues 

The 1964 ~cve~uc estimates of the staff aDd applicant 

differ maiDly by th~ st~ff's iDclusion of revenue from ~ix customers 

"'ho receive free water service i:c exchange for water rights cd 
:.1. ~", • .. 

serv~ees provideo. During the proceed1~8~ it became apparcct ~bat 

some customers had more than o~e sc:vice connection aDd that esei

mates of revenue baoed on customers could be in error. The record 

shows that as of May 27, 1965 the actual customers were 521; ~ual 

service connectiot'ls were 532; A:letered cotltlectiotls were 32; free C011-

Dectio~s were six; aod that there were 34 inactive cotlnections. 

We will adopt the staff estimate of revenues corrected for 

eot'lDcctioos 'ba$ed OD the actual conDeC~Ot'l count described above. 

£perating Revenue Deductions 

the principal differences beeween the lS64 operating expense 

estimates of the s.taff ana applicant are in the items of payroll 

e~eDse and depreciation expense. 

T'ne eompallY has four employees. Two are stationed at the 

Reno office aDd two are stationed at Donoer Lake. The Reno office 

employees are paid a total of $3,600 per year while the superinten

dent who is stationed at Donner Lake receives $450 per month, his 

helper being paid $350 per month for a total of $9,600 per year. 

Except for emergencies, the company believes that it can continue to 

operate with these four employees, but that it cannot operate with 

any less in number. 

The staff estimate of $8,490 for salaries was based on a 

study of salaries and outside services: of, utilities located throughout 

Ca.lifonlia which were cot'lsidered to be"'of similar .size and opera.t:1ng 
. ';:".~ 

charaete:is ties·. In essence, the sta£f recoraDleDdatioIl is that the 
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compaoy employ only one maiDtenance maD at Donner Lake. 

The company's testimooy regarding the duties aDd require

ments of its maintenance employees, especially during ~e winter 

seaso1'J;, is pers'Uasi ve a.:od in view of our adoptiotl of .annual rates 

we find the amount of $13,200 to be a reasonable s~lary allowance. 

The staff's estimate of depreciatioll expeDse is lower 

thatl the comPaDY's mainly due to the rate base satur.:ltioD a.djuotme:ot' 

proposed by the staff. The staff's adjustment is reasonable .aDd its 

estimate of depreciation expense will be adopted. 

We will include in our adopted results the other staff 

estimates 'Oot related to salaries or depreeiatio:c expense .. 

Rate Base 

The rate base estim.a.ted by the staff is lower thaD estimated 

by applicaot due to ehe staff's exclusion of a workiDg cash allowaDce, 

the exclusion of the extra cost of overbuilt plant, the deduction of 

the full balaoce of advaDces for construction aDd other minor accoUDt-
~ 

iIlg adjustmeDts. 

Except for the staff adjustment of $1>050 for a portion of 

.:l. roadway, the staff's rate base adjustments appear reasot:!able for 

the purpose of this proceediIlg and will be adopted herein. !his, 

however, does Dot preclude applicaDt in future rate proceedings from 

presenting additional data on the presently overbuilt pl~t and on 

the status of the advacces for constructio~ accoont. 

Adopted Results 

The staff testified that a fair rate of return on the 

staff's rate base would be 6.5 percent. We ~11 adopt a rate of 

return of 6.5 percent in this proceeding as reasonable. 

We fiDd that the estimates under present and authorized 

r~tes as set forth below of operating revenues, expenses, including 

taxes and depreciation, atJd rate base for the year 1-964 reasonably 
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represe~t the results of applie~t's operations and are hereby 

adopted for the purposes of ehis proeeediDg. 

Item. --
Ope:atiDg RcveDue 

Deductions 
operating ExpeDse 
Depreciation Expense 
T~es Other Than Income 
Taxes OD Il:lcome 

Total DeductioDS 

Net Revenue 

Depreciated Rate Base 

Rate of Return 

P:i:rx:1iDj:!;s 

ADOPTED St1MMAR.Y OF EARNINGS 
YEAR i9~ 

Prese~t Rates Authorized Rates 

$34,720 $47,460 

24,420 24,500 
6,770 6,770 
2,900 2,$00 

100 +.240 34,190 'l,z;IO 

530 12,050 

185,450 185,450 

0.31. 6.5% 

Upo~ cODsideratioD of the evidence the Commission fines 

that: 

1. The foregoing adopted rate of return~ operating revenues, 

expenses, including taxes and depreCiation, and rate base, are 

re~sonable for the purpose of prescribing rates. 

2.. Applicant is eartli'Dg less thaD a reasonable rate of retur'D 

and increased rates should be authorized. 

3. the iDcreascs 1'0 rates and charges authorized hereill are 

reasonable, axld the preseDt rates and charges, insofar as they differ 

from. those herei%) prescribed, are for the future urJjust aXld UDrea

sonable. 

We conclude that applicaDt's request for authority to 

increase its rates. should iD part be graoted as provided in the 

followiDg order. 
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ORDER 
--~- ..... 

IT IS ORDERED that: 

1. After the effective date of this order, DOD~er take Utility 

Company is authorized to file the revised rate schedules attached 

to this order as AppeDdix A. Such fili~g shall comply with GeDeral 

Order No. 96-A. The effective date of the revised schedules shall 

be December 1, 1965, or four days after the date of filing, whichever 

is later. The revised schedules shall apply only to service rendered 

OD and after the effective date hereof. 

2. Wi thin 1'linety days after the effective date of this oree::, 
.. 

ap?lieaDt shall file with the ,CommiSSion two copies of the system 

:nap :ccq'Jired by paragraph l.10.a of General Order No. 103 • 
• 'I· 

3. For the year 1965:<,applicaDt shall apply the deprecia.tion 

rates set forth in Table No. ,'1 of Exhibit 3. Uxrcil review indicates 

otherwise, applicant shall continue to use these rates. Applicant 
, .'1, 

shall review its depreciatioll'rate~ at iDte:=vals of three years· or 
,. 

whenever major changes in dripreciable plant occur. Any revised 
',J, 

depreciatioD rates shall be ::'determi:ced by (1) subtracting the esti-

~ated future net salvage aDd the dcpreciatio~ reserve from the origi

nal cost of plant, (2) clividitlg the result by the estimated rems.11)iXl~ 

life of the plant, aDd (3) dividing ehe q,uotieDt by the origiDal cost 

of plant. The results of each review shall be submitted promptly to 

the Commission. ·'".,)I( 

/~:~ .. > 
40 Applicatlt shali .. adjust it~ books of account to reflect all' 

of the staff adjustme~tsto the plant end reserve for depreciatiotl 

account:> except for the item of $1,050 for land (supra) as set forth 

itl th.e tabulation, "St.ml:tIUlry of Plant aDd Rate Base", on page 4 of 
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Exhibit 3. Applicatu: shall submit -to the Commission a. copy of the' 

journal entry accorap~~ishing these adjustments withitl sixty days after 

the effective d~'ee 0.£ :this order. 

The effecti Vj~ date of this order shall be twenty days after 

the date hereof. . 

Datedat:-__ -..IIiSI.iiiI\L.!...:;.Fra:.:.::.:n:=.:cl::.:~:.;;~ _____ , Cali fortlia, this 

- ;,r./ OCTGBER /.3 day of. ___________ , 1965. 

commissioners· 

Cocc1~~1oner P.t~r ~. M1tehell. being 
noec:~:'!,:,ilr .~~~Ct'llo. ~14 not. J'~.T't1c1~t. 
in t.~o 41:,o:1t1onot tb1: procoo~1n&~ 

. . 
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mooIX A 
Page 1 or 1. 

Schedule No .. lA 

ANWAI. CENERAL ME'l'ERED SERVICE 

APPLICABILITY 

Applicable to all metered water service 1'urrdshed on .an 8J'ltXIJAl 'basis. 

Donner Lal<e and vicinity., Nevada and Placer Counties .. 

RATES 

Mon~ Quantity Rates: 
Per 1-1et.er 
Per'!"l'onth . 

F1rst 800 cu.!t. or loss .................. ~ ••••••• $ 6.7S 
Next SOO cu.f't.., per 100 cu.i't. ................ .31.. 
Next 2,700cu.ft., per 100- cu.tt. ............... .27 
Next J..,OOO cu.1't .. ,por 100 c:u.!t. ................. .21 
Over 8,000 cu.ft., per 100 cu.rt. ................ .1$ 

Per Met.er 
Per Year 

For l-lncb meter ...... til ................. til ... ".. $ 81.00 
Far l~ineh meter •••••••• " ••• _ • • • • .... • •• • •• 100'.00-' 
For 2-inCC meter •••••••••••••••••••••••••• 123.00, 

The Almual Minimum CMrgo will entitle the customer 
to the ~uantity o! water each month whiCh one-twelfth 
o! the annual ~ charge will p\lrchase at the 
Mon~ Quantity Rates. 

SPECIAL C~1)ITIONS 

1. The annual m:i.n1mum charge applies to service during the 12 .. month 
period comrr.eneing Ja:rN/J.ry 1 and. is due in advance.. It 3. permanent resid.ent 
ot the area has. been a customer or the ut.ility tor a:t least l2 montw., he 
may elect, a.t the beginning o! the calendar Ye:Jr, to pa.y prorated ~\lm 

(COntinued ) 
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APPENDIX A 
Page 2 of 4 

Schedule No. lA 

ANNUAL GENERAL METERED SERVICE 

SPECIAL CONDITIONS· (Continued) 

charges in advMce at intcrv'w of less t.han one year (monthly, b~onthly 
or quarterly) in accordance with the ut:Uity's est.:iol1shed 'billing periods 
for water 'l.U:ed 1."'l. excess or the monthly allowance under the annual mini-
mum charge. When mcters are read bimonthly or quarterly I the charge will oe 
computed by doubling or tripling, respectively, the number of cubic feet to 
which each block rate is applicable on a monthly basis. 

2. the opening bill for metered service., except upon convers1on from 
flat rate se%'V1ce I shall be the est.ablished annual xninimurn eharge ~or the 
service. Where i.."'l.itial service is estab~he<! after the first eay of art',! 
year, the portion of such aZl."lual eh:lrge applicable to the current ye:Jr 
shall be determined by multiplying the annual charge by one three-hundl"ed
sixty-fifth (l/365) of the nwnber of days remaining in the calendar "leta. 
The balance or the payment of the init.ial armual charge shall be credited 
a.gainst the charges for the succ~d.ing ar.nual period.. I1'" service is not. 
continued for a.t least one year ai'ter the date of init.ial service, no 
re1'und of the initial annual charges shall be due the customer. 
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APPLICABILITY 

APPENDIX A 
Page 3 of 4 

Schedule No. 2A 

A.\'NUAL GENERAL ~ ~ SERVICE 

Applic.able to all flat rate water service 1Urnishedon an annuaJ. 
'basis .. 

TERRITORY 

Donner Lake .and vicinity" Nevada and Placer Counties. 

RATES 
Per Service Connection 

Per Year 

1. For a single-family residential unit, including 
premises ..................................... - $ Sl.OO 

2. For ea.ch hotel" a.partmentT or motolT ine1ucilrlg 
first room ,or tlll.i't ......... ~ •••••••• ' .......... . 

a. For each additional room or unit ••••••• ~ 

SPECIAl CO~TDITIONS 

81.00 

U .. OO 

1. '!he above nat. ra.tes apply to service connections not larger 
than one inch in diameter. 

2. .All sorvice not eovered by the above cwsi£icat.ions shall be 
turnished only on a metered basis·. 

3. For service covered 'by the above classi!ica:t10nz" it the u'tility 
or the C'Il!itomcr so elects I a meter sh.aJ.l be in.:talled and service provided 
-.mder Schedule No. lA.,. Annual General Met.crod Service" e!'tecti \'e a:!Io! the 
first day o'l the following calend.lr month. 'Where the nat ra.te charge 'lor 
a period has been paid in advance I re.fund of the prorat.od di!terence b<rtwecn 
such i:lat raw payment and the minimum lTLeter eh.arge tor· the same period· 
shall 'be made on or before that day. 

(Continued) 
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AP?ENDIX A 
Page 4 of 4 

Schedule No.. 2A 

A.\WAL GENERAL FLAT RATE SERVICE 
..-.;;;;.~=------

SPECIAL CONDITIONS (Continued) 

4.. The annua.1 !la.t r.ate cnarga applie: to service during the l2-month 
period. commencing JaJ:J:u~.ry 1 and is d.ue in advance. It a permanent reoidcnt 
of the area: Ms been 3. customer of the utility for .at least 12' :n.on:th.s" he 
:nay elect" .at the beginning of the c.uendar year" to pay prora.t.ed tlo.t rate 
charges in a,dvance at interval:: of less than one year (monthly" bimonthly 
or q\lA%'terly) in accordance with the ut·ili tyt s est.lblished billing periods. 

$.. The opening bill for nat rllte service sha.ll be the established 
annual nat rate charge for 'the service. ~'hcrc initial oemce is eoUll:>
lished after the first d:3.y of any yeu" the portion o£ :iIlcl'l. annuAl charge 
.'lppl1c~le to the current yea:.. ... · shall be determined by Ill\ll't,~plying the 8M~ 
charge by one three-h1.Uldred-sixty-fifth (1/36.5) of the number 01: days remain
ing in the calendar yoar. The b:l.lanec o! the payment ofth¢ initial annu.2.l 
charge ::;l::UUl 'oe cred.1ted aga1nst the charges for the succoEtding annua.l 
period. I1' service is not continued for at least one y¢.lr. a!ter the date 
or initial service,. no re~d of the initial annual charges shall 'be due 
the cu:stcmcr ~ . 


