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OPINION

.App icant Laton Water Company seeks authority to increase

its rates for water service-

- Public hear:t.ng was held before Exam:.ner Catey :Ln Hanford L

on August 26, l966. Cop:.es of the applicat:.on had been served and
‘notice of hearing had been mailed to customers and publ:.shed m -
accordance with this Comm:.ss:.on s rules of procedure-¢ 'I.'he matter
was ‘submitted on August 26, 1966. ‘ o

' 'I‘estimony on behalf of applicant was presented by its «’"* |
Secretary~Ireasurer. 'rhe Commiss:ton sta.ff presentation was made by
an engiveer and by an accountant. - No customers testif:.ed

‘:Service Area and’ Water System

Applz.cant s semce area cons:.sts of. the um.ncorporated |
community of Latom, Fresno County, about e:’.ght m:x.les north of ..he
city of Hanford, ;C:Lngs County. The service area i’.s cut :x.nto two
parts by the Santa Fe Railway r:f.ght-of-wvay. | o
| The sexvice area on each side of the railroad has its own
well,: hydropnetmat:.c tank and distribution mains. ’Ihe mo

\
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distribution systems are intexrconnected, howeVer,‘ by 'a gle é—inch‘_

main which crosses the r:.ght-of-way near the' southern boundary of - ;
applicant's serv:.ce area. Tha combined distribution systems include
28,300. feet of mains ranginv :.n size f.rom. 1- to 6—inch There are -
approx:.mately 280 act:x.ve flat rate serv:.ces and no metered scrv:.ce

§zstem Improvements

The Comss:.on S"aff points out in Exh...b:.t No. 2 t:hat the
water system has o number of def:.ciencies. ‘the present pump:.ng
capacity is not adequa" 3 there are 14 deao'-end mains and mzmerous
undersized mains. The staif recommends that (l) a new larger pump
cquipped with at least  20-hp motor be :.nsta.llcd to- replace the 1
present lO-hp wmit;(2) 1,350 feet of 4-:.nch and l 600 feet of Z—mcb.
oxr la::ger mains be installed to el:‘.tﬁii:ate certain dead ends, ar.d (.:w)
applican‘- plansa cont inuing, long-term general orogram of replacmg
small mains. _  _‘ S R R
Applicant acknowledges tha.t serv:.ce and fec:.l:.ties are L
sub-standerd. Applicaat's w:.tness test:.fied that all of the staff 's ‘_ ‘\
_ recomendau.ons would be carried out. " She estma ed thc.t the more
urgent improvements showm on Exhib:.t No. 4, a map prepared oy the
.,taff would requ...re m.nety days to complete and that: the grant:.ng
of a reasonable rate increase would enable applicant to f...nance t;..ose
improvements by borrowa.ng and: open-accoun" purchesing.‘ E:chib:x.t
No. 1 shows additional long—range n.mprovements propo.,ecl by applicant.
The staff 's recomendetions shown on Exh..‘bit No. 4 are adoptecr :z.n
the order herein, modified to prov:x.de facz.li*':.e.., which confom m.to o

applicant s long—range pl:ms and thus w:.ll not need further re-f\ I

placement as those 1 ong-term plans are carned out




Applicant s current and cancelled tar:.ffs, of which we
take officlal notice, show that except for some minor rev:nsions in

1942, all of applicant's present rates became effective :.n 1923.

They cons:Lst of a schedule of rates for generel metered service and

a schedule of flat rates for residential 'bus:.ness and f:[re
protection service. | o SN

The unused present rates for metered serv:f.ce prov:’.de for |
a basic minimum charge of $1.20 pexr month for 400 cubic feet or less-"
through a 5/ 8 by 3/4-:.nch meter.-- Rates for use in excess of 400
cubic feet per month range from 25 cents to 15 cents per hundred. e
Appropriately greater minmimum charges are prov:.ded for larger s:f.zes
of meters. Applicact proposes to increase the bas:'.c minimum charge
to $3.25 per month and to mcrease sim:f.larly the’ rates for use :I.n
excess of the amount allowed for the m.nimum charge.‘ 'l‘he Commn.ssn.on
staff concludes in Exh:.bit No. 2 that a service charge type ofi’j
metexr: rate schedule would be more equitable. Appl:‘.cant has no-‘
o‘b;;ect:.on to such a schedule and it :Ls authonzed in the" orderr |
herein, at a level commensurate with the flat rates authorized“‘.-‘*‘ E o
hexrein. | _

" Applicant's present flat rates for res:.dent::.al serv:l’.ce
prov:.de for a basic monthly’ charge of $1.25 with add:[ti‘.onal charges ‘
dependent upon the number of adult n:embers in the customer s house-
hold, the number of plmnb..ng fixtures, the number of £arm anmals
and the area :'.rr:!.gated. Exbibit No. 2 shows that the average
resultmg charge per £ "1at rate customer :’.s a'bout $l 80 per month.
Aoo...:.can" proposes to elim.nate the numerous add:.t:.ons to‘ the

present basic flat Trate and to :l'.ncrease that basic flat rate to :
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$4.00 per month. The Commission staff presented in Exhibit No. 3
- a form of flat rates usually adopted by utilities in recent years.
It provides for a basic charge covering a 51ngle-family residential
unit on premises not exceeding a fixed area, to which charges are.
added for additional res*dential units and. large premises.u That
form of rate is authorized as set forth in’ Appendix.a.to'tne order 't"
herein. o | ‘.;'X i ,. e

The‘present flat rates do not‘coVer‘theftwowbusiness”
customers. App icant nOW'prOposes to offer only'metered service ‘

to business customers. Thais is more equitable'and is authorized

by the order herein.

Applicant proposes no increase in the-present fire

protection monthly rate of $2.00 per hydrant
Results of Qperation

Applicant and the Commission staf‘ have analyzed and .
estimated applicant s operational reSults. Summarized in Table l,-~
from the staff's Exhioit No. 2 and from appl cant s Exhibi* E‘ aref‘-
the estzmated results of operation. for the test year 1966 under
preseat wate* rates‘and those proposed by applicant The staff
figures include the effect of recommended 1mprovements. For _
comparison, Table I also shows the~estimated results of.operatiou,s
modified as discussed hereinafter at present rates, at those |

proposed by applicant and at tbose authorized herein-
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TABLE T

Estimated Results of Operation
lest Year lU6o L

Ttem : Staff Applicant '_Mbdifi‘ed:_ -
At Present Rates . e e
Operacting Revenues © . §$6;80 $ 5,98 $ 6 830;,:
Deduct:ions LT ‘_‘v

s Exel. Depr. & 'I.‘axes’;‘ 7,160 . 4,328 7, 160«;;‘:-
Depreciation - 970 2,169 - RN
- Taxes Othex Than On Income I ggg SRR - 1 & - 99 ‘
Income '.I.‘axes S NS e e o ‘
' 'Iota.l | . .‘ : ‘—'9"2'20‘,

Net Revenue ¢ 340)
" Rate Base - = . S 24 830
Rat:e of Retu:ru‘ : . S Loss ,

At Rates. Pro osed By & l:.cant e e
Operating R'é"v?enues L 1‘4*280;‘1 oL 12,6720 '
Deductions - : ‘ T

Excl. Depr. & 'I.‘axes 7. 160"’:.1.__‘;‘
'Dep::ec:i.ation : o S
'J.‘axes Othex: Than On Income

~Subtotal

| Income Taxes.
' Total

Net Revenue S
Rate . Base' -
Rc.te o Retu::n

At P.ates Authorized Here:.n
Operating Revenues

Deduections : '

2 :.ng Incom_ Taxes

Income Taxes - :
Total g

Net Revenue “ i

- Rate Base -
Rate of Return

(Red, Figure)

Qperatiu;z Revenues émd Expenses | _ o
F*'om Table I it can be seen that applicant s req.zested

zates would result in an increase of 108 percent :*.’.n operat:.ng

revenues, whereas the rates authorized herein w:f.ll produce a 74

percent :f.ncrea.se
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Applicant did not present any- support for its estimates of : o

revenues and expenses. '.L'he staff v estimates of these items vere
fully explained and Justu.fied by the staff engineering witness, '
appear reasonable, and are adopted heren.n.

De_preciat:.on and Rate Base ‘

Applicant s books and records have not been kept properly . o
and accura.tely since 1923 the date of applicant s pre:\rious rate
proceeding. Applicant s showing in the current: proceeding includes ,
ouly such plant items as it could definitely support without a
detailed study. The. Commission staff made sueh a study and used :Lt :
in develop:.ng depreciation expense and rate base components. Except
for the exrors discussed hereinafter, the staff‘s study appears o
reasonable and is adopted with appropriate modifications to correct -
the errors. L e |

‘rhe staff determined its est:.mate of a proper deprec:.at:\.on
~ Teserve requirement by using a 3.5 percent depreciation rate prior
to 1966. This was the rate used by applicant for the years 1923
through-' 1941. Using the reserve requirement thus determined a
future straight-line remaining li_fe depreciation rate of from l 7
to 2.1 percent was derived in Exhibit No. 2. The sudden drop to
about bhalf of the prevn.ous rate suggests invalid assumptions ’. errors |
in calculations, or both. | . | o

A study of the tabulation on page 4 of. Exhibit No. .2‘] - )
indicates that the average -ages of mains services and hydrmzts are' -‘
appro:d.mately 17, 11 and 13 years, respectively, instead of the 6
4 and & years shown on Table 1-A of the exhibit. 'rhis error, when ,
reflected back to the year 1923 a.ffects both the depreciation “

. Teserve re_qua.rement and the future depreeiation rate. ;‘. Applying the - .




correct ages to Table 1-A chows tl:iat a 2.7 percent deprecration’ .
rate is appropr:.ate for both pr:!.or and future' years- The: corrected
reserve requirement is $14,300, or about $4 000 less than that N
developed in Exh:tbit No.. 2. The corrected deprec:.at:‘.on expenseifor -
the test yeaxr 1966 is $1, 540 ot a'bout .$600 h:.gher than that f '
developed in Exhibit Yo. 2. -

Rate of Return

The staff recommends :i.n c.xhibit No. 2 a 7.5 percent return -

cn rate base as reasonable provided’ appln.ca'nt will proceed ex- ‘.
peditiously to make thc improvements. :.t proposes.'. We concur 'I.‘he | ‘-/ |
7.5 percent retuxn should enable appln.cant to’ borrow t‘ne funds and ‘/‘
obta:.n the open-account cred:.t necessary for financing plant | \/
additn.ons and replacements, as discussed herem under "System /
Ioprovements'. | | B

F:md:.ngs and Conclus:‘.ons

The Commiss:.on f:f.nds that' , b |
1. a. Appl:tcant is in need of addit:.onal revenues 'but the
proposed rates set forth in the c.pplz.cat:.on are excess:we.

b. The adop.,ed estimates, prev:iously summar:.zed and d:.scusscd
herein, of operating revenues, operating e.:-:penscs and’ rate ';:ase £o- o
the test year 1966 reasonably represent the results of appl:.cant s
futare operations. ‘ o | ‘

- A rate of return of 7.5 percent on appl:.cant s rate 'base, R
with the proposed system :.mprovements, is reasonable. : |

d. The increases in rates and charges authorrred here::.n are
Justa.fn.ed the rates and charges a\..thor:x’.zed herein are reasonable, § :

and the present rates and cbaxges, :.nsofar as they d:..ffer from those

prescr:.‘bed herein, are for the future unJust and unreasouable.
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2. Applicant's tariff service area map and rules are out of

date and its printed forms are not incorpora.ted in its filed tariffs._‘ SR

3. The system improvements proposed by applicanb and ordered |
herein will require rev:.s:.on of the system map- prescribed by General l‘;
Order No. 103. ' ' o R

4"._‘ The 1965 year-end staff adjusted balances of 'balance sheet };«__ T

" items set forth in Exbibit No. 2 mod:.fied to reflect the corrected
deprec:.ation resexrve of $14 300 are the prOper amounts to 'be shown ,‘
on applicant s books. ' | S o i |
5. A straight-line remaining l:.fe depreciation race of 2 7
percent is reasonable for applicant's plant. . o
6.. The system improvements recommended‘ by the Commis.éion‘ ‘
staff in Exhibit No. 2, modified slightly to. conform with
applicant s long-range improvement plans, are reasonable and
necessary ‘ '. e -
The Commission concludes that the application should be

granted to the extent set forth in the order which follows.

IT Is ORDEREb that' _ : o
1. After the effective date of this order, applicant Laton
Vater Company is authorized to f:x.le the revised rate schedules | 1
' attached to this order as: Append:bc A. Concurrently, appl:.cant shall L
cancel its presently effective rates. Such fil:.ng s‘nall comply 'W:Lth o
General Order No. 96-A. The effective date of the revised schedules
shall be December 1, 1966, or four days after the date of f:.ling, o

whichever is later. The revised schedules shall apply only to _

service rendered on and after the effective da.te thereof
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2. Within forty-five days a.fter the effect:.ve date of th:.s
order, applicant shall file a rev:.sed tariff service area map, ﬂ
apprOpriate general rules, and sample copies of printed forms tbat o
are normally used in comnection with customers serv:.ces. | Such
fn.linb shall couwply with General Order No. 96-A. 'I'he effective date
of the revised tariff sheets shall be four days after the date o£

. 3. Applicant shall keep current the system map required by i
Pavagraph 1.10.a of General Order No. 103. Within thirty days afrer i
completion of the improvements ordered here:.n,. applicant shall f:.le
with the Commissioun two copies of th:.s map, drawn to an indicated
scale of not more than 400 feet to the inch. : | ' ”

4. On or before December 31 1966, applicant shall establish
and thereafter ma:.nta::.n formal books of accounts 1n confomity wu.tb;
the Uniform System of Accounts for Class D “J’ater Utlllties pre— o
scribed by this Comission. As’ Opening entr:.es :Ln those books, T
applicant shall record the staff's adJusted balances for ut:.l:.ty
plant and contributions in aid of construction as of December 31,

1965, as set forth in the tabulations on Pages 4 and 5 of Exbibit |
l\o. 2 in this proceed:.ng. 'r‘he corresponding reserve for depreciat:.on
shallbc$14300 - A R |

S. For the year 1966, applicant shall apply a depreciation
rate of 2.7 percent to the origimnal cost of depreciable plant. |
Until Teview indicates othemse, applicant shall continue to use
this rate. Applicant shall rev:.ew :.ts deprec:.ation rates at in- g
texvals of five years and whenever a ma;or c'nange in depreciable
plant occurs. Any rev:x.sed depreciatu.on rate shall be determ.ned by
(1) subtracting the est::.mated :Euture net salvage a:nd the depreciat:.on

reserve from the or:.g:.nal cost of plant- (2) dividing the result by

..9- o
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. the estimated remaining life of plant; and (3) dividing the
; quot:.ent by the original cost of plant The results of each review
shall be submitted promptly to the Com:.ssion. \ R
C. On or before Maxch 31, 1967 applicant shall.‘o
a. Imstall and place in operation a motor of at lcast , .
20 bp and 2 puxap desa.gned for approximately a’ ZO-hp load to replace .
the present 10-hp. un:x.t. | _ o .
b. Install and place :£n operation appro:d.mately 1 150
feet of 4-inch or larger pipe ‘on Riverdale Street between Gonser
Strect and Pio Pico Streot; appro:dmately 200 feet of 4-inch or
laxger pipe on Furphy Street between Armstrong Street and Pueblo |
Stxeet; approximately 500 fect of Z-inch oxr 1a:rger p:.pe on Gonser
Street between Riverdale Street and’ Snmmit Street° appro:dmately |
650 feet of 4-inch or larger pipe alongjLatonia Street to-DeWbody
Street, and approximately 450 feet of 4-inch or larger p:.pe on o
Fowler Street between Latom.a Street and Mt. Whitney Avenue. |
¢. File in this proceeding a report sett:tng forth -

descr:.ptn.ons and costs of the improvements :‘.nstalled in compliance E
with this order. | | T

The effective date of th:.s order shall be twenty days *
a.fter the date hereof. ‘ S | " o f ' z

Dated at San Francisco - ,California,this 7 ﬁ "
day of NOVEMBER . POTIR T T TR

.. President:

Comissioners"' SR




APPLICABILITY

Schedule No.‘_ 1

GENERAL METERED SERVICE

Applicable to all metered ﬁzté:c_"y.Se.rviéé-’, :

TERRITORY

Laton and vicdnity, Fresio County.

RATES -

Serv:!.oe. Charge:

For 5/8 X B/h-mch meter 00.--.-;.--0-;0‘ooo‘;‘o-..-o-
B/h-inCh mmr ..‘..-.....O..I-OL...'..- .
l"jnch metexr: .'q—-.-....l.-.l.v-'.-.b-_o.‘o\

For
For
For
For
For
For

" Per Meter

U\ o
iy

lé'hﬁhmmr .--ocn....-....--..-uo.o.ro;
z-mmeter ‘---oo-n-..n.-..oov.t-o-..

h”m&mr ..c-..0-....---.--0001000“ |

Qt.an'tity Rates:

For 'che Lirst S,OOO cu.rb., pexr 100 cu.i"b.
For all over 5,000 cult., per 100 cu.i't. ‘

EY YT Y

L R XN ¥

charge applicable to all metered: serv:i.ce
arnd 4o which is to be added the nonthly
charge ccmpu‘ted a.‘c. the Q\:antity Rates- v

Per Month

$ 2. OO" 7
2.25- |

S a8
5.25

9:00 2
13.50

$ 0-15 '
s To

" The Se:rr:i.ce Charge is a readiness—to—serve :
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Schedule No. 2 = - .
RESIDENTIAL FIAT RATE szm’cz'; o

APPLICABILITY

Applicable to all flat rate residential watervfsc‘rvicc-,‘, L

Ve

TERRITCRY S

laton and vicinity, F:csno County_.":

RATES D vor Service: Ccnnec_'ticn

Por Month
For a single—ran:uy residential unit ‘
including premises not exceeding S ,
15,000 aq.ftr‘ in area’ cesecenvmnressassran . 33035

- For each a.dditional single-fmly _

residentisl unit (including cabins,

dormitories, apartments, trailers)

on the same premises and served :
from the same scrv:!.ce connection cvnoe 2.20

b. For each 100 sq.ft. of pren:!.ses in e
oxce38 of 15,000 3q.fbe weevecueisee 0L

SPECIAL CCNDITIONS

than one-inch in dinmeter

1. The a.bcve .tlat rates apply to 8 serv:tce connection not larger‘y -

‘2. Residential sexvice ‘not provided. for above shall bo rurnished -
on a metered ba.sis only. ‘ ‘ | i
3. If esther the utility or the cnstcmcr 30 elccts, a neter sha.'ll

be insta.lled and service providod nn&cr Schedule Nc. 1 Generral Meterod
Sewice.

(e

R

ey o

Y e

‘_(:)"

@

(c)y_ o




Schedule No. 5 -

APPLICABILITY | o
Applicable to all fire bydrant service furnished to mumfcipalities,
organized fire districts and other political subdivisiens of the State. .

TERRITORY

Laton and vicinity, Fresno County.

SPECTAT, CONDITIONS

1. Water delivered for purposes other than fire protectionﬁshallbe -
charged for at the quantity rates in Schedule No. 1, General. Metered Service.

2. The cost of Telocation of any bydrant shall be patd bythe caxty
requesting relocation. \ B s P&" ‘t. N

3. BHydrants shall be comnected to the utility's system upon receipt
of written request from a public authority. The written request. shall =
. designate the specific location of each hydrant and, where appropriate, the
- ownerskbip, type and size. . ' L B

4. The utility undertakes to supply only’ suchwa‘ter at such pressure .
43 may be availadle at any time through the normal pperaucg,‘ of its system. - B




