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Decision Ne>. ___ 7_4_0_9_4 __ _ 

BEFORE 1'BE PUBLIC UTILITIES COMMISSION OF THE 'STATE "OF CALIFORNIA 

In tile Matter of the Application of) 
DIAMOND IN'!ERNA.TIONAL CORPORATION ) 
under Section 454 of the Public ~ 
Utilities Code for author11:Y to
increase rates. for water service. 

) 

Application No·. 49783: 
(Filed November ~~ 19&7) 

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

the applicant operates a water system serving approximately 

130 flat rate and 10 metered service customers in the community of 

Stirling City, Butte County. By this application it seeks to increase 

i'tS rates.. A report by an engineer of the Commission r s Utili. ties 

Division, Hydraulic Branch, and a 'Financial Examiner of the 

Commission's Finance and Accounts Division will be included in the 

record as. Exhibit No-. 1. Exhibit No. 1 is based~on a review of the 

application, a field' s eudy and a mee.ting.' attended by staff engineers ~ 

company 0-££1cials and customers. 

Applicant, Diamond ;Internationa!l. Corporati.on:,' a Delaware 

corporation, owns the land on··which over 4 miles of' flume is located. 

No water system plant costs-now appear on the ·books. of tb:Ls 

corporation. Diamond International Corporation also' conducts logging 

operations, ,selling. logS to a subsidiary ~ Diamond National 

Corporation (a1.so a Delaware corporation), other subsidiary and 

possibly some nonsubsidiarycompanies. Diamond: Nat10nai Corporation 

operates a saw mill at Stirling City~ is 'the larges.t water, customer 

and its employees per£Ol:m maintenance and operating functl.ons' for 

this water utility. 

the rates now in effect are very low. , The residential 

flat rate for housing units having, hot water facilities is, $1.2S 

per month (all present customers); for 1:hos'e without such facilities 

7S ceutsper month. These rates were filed with 4, letter in 1919;. 
Applicant proposes to :Lncrease its flat rate to $6.l0pe.r month. 
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Applicant claims no rate base. Its sought rate increase 

is expectecl to provide out-of-pocket costs only, without any det-recia

tion charge or rate of retuxtl on investment. "!'he a.pplicant's 

offic1&1.s believe that m081:~ if not al.l, of :Lts pl.a.nt was fully 

depreciated long ago. 

The customers appear to realize that the present rateS 

are too low. However, ·if "city" (i.e. proposed) rates are assessed' 

they want city service. Complaints inclucled dirty water after rains,. 

wastage on saw mill property and also by flat rate customers~ 

fluctuating chlorine dosages and some small mai'n$ which are too 

close to the surface and interfere with road' maintenance. Some 

customers who wrote in objected to such a. high percentage of 

increase at one time. 

The system consists of a' 4-l/2-mile flume of wooden .and 

earth construction from 'the West Branch: of the Feather River to a 

reservoir about one mile from and higher in elevation than Stirling 

City. From. this reservoir one pipeline goes to the mill and another 

to the town. 'the capacity of the reservoir is about 3,000,000 

gallons. 

The staff rate proposal was to change the monthly flat, rate 

to an annual rate of $48. 'the staff would allow 10,000 SQ.uare feet 

of lot for the $48 as agaiust 7,.SOO sQ.uare feet allowed' by, applicant. 

~he staff's recommended meterminfmum charge is $~.40 per month which 

would ene1tle the customer to 1,700 cubi,? feet of water. 

Because of the substantial difference between the staffts 

proposals and those' of appliean,t, two copies of what is now Exhibit 

No. 1 were served on applicant by letter dated February 2, ,1968:. 

Ap~licant was reminded that it'was entitled to a hearing if it wanted 

one. Applicant replied on February 13 th:at it would "accept their 

rec:oamendae1ons It but reserved the right to urge its own proposal if a 

hearing were ordered at the request of someone else. A summary of 

applicant's and staff's results of operations follows: 
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Results of Operation 

Item 

OJ:)erating Revenues 
Re~dentW: & 
BusincS$ $ 1,,795 $ 1,,986:a $ 1,,800 

From .Att:U1ated 
Opcrat.ions 
Total Revenues 

lz500 
3,,295 

~ra~ Rev .Deductions 
SOm'Ce of suPPlY' EiP. 966-
Purch;.sed Power 145 
It.a:inte;Q.anee Labor S,,64l 
YAintenance l"Aterials 2,,017 
Contracted Services. 256 
O:ttiee Salari~ 961 
lI.anagement Salari~ S20 
O:tt1ce Supplies & Ex'9. 100 
Vebiclc Expense 283 
Property' l'axes % 
Payroll Taxe~ 759 
Uncolleet:ibl~ 
Rate Case 
Add;tl Fl'Ullle Repl. 

Total Oper. 
Rev. Deductions ll"m 

Depreciation 

!Dcane Tax 

1.:$00 
3"Ii86 

1.:500 
3,,300 

171c 700 

4,,~ 2S0. 
5,,250 

2,,1;30 1,200 
2$6 "300 
961 1,000 
S20 600 
100 150 
283 290 
34S 400 
1S9d , 600 

2.3 -
2.:750 

lO"lS6 13,,490 

-
Net!Dcane «(>,'/OtL) (6,010) (lO,~90) 

$2~OSo' 

lz500 . 
3,,550 

700' 
'-SO 

2 .. 000 
Soo 
300 

1,,000 
6CO 
150 
290 
hOO 
600 

40-
100 -. 

6".930 

2~5CO 

(S,880) 

Cited. FiffllX'C) 

* After staff' acco'\mtlllg adjustments: as :f:ollows: . . 

$10,,400 $10,,800' $·7,,500 

1.:600 2z$00 2.500, 
12>OO'J 13,,300 .. 10 coo' , . 

700 700 700 
2SO 2$0 2$0 

$,,2$0' 2 .. 000 2,,000 
1,200. SCO 500 

300 "300' 300 
1000' , 600: 1000' ' . 600 

l'COO' 
"600 

150 !SO' J$O 
290 . 290· 290 
400 ' 400 400 
6CO 600 ' 600 

40· 40 - 100' 100 
2.:750' -

".1 

l)"leo 6 .. 9:3~ 6,930 

2 .. 500 2,500 

~z800 

(l .. f§o) 2>070 570 

a. Operating revenues increased by $J.91 to re1':l.eet erroneous omission of 
bill:1ne to now a::d. ter.mimte<1.custcmers. . 

b. EJjm;1n ateCt cost o£ $l,,~84 tor noJ:U.t.il:tty- o~rat1ons erroneoU3~ charged 
'£or ,,--ate%" ut:i.ll.ty operations. ". . 

o. Eliminated cost of meters ($68Z) erroneously charged too~rating expenses. 

de UIlX'CcoX'd.ed uneolleetj,hle amccnts. 
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The Commission is in agreement with the . language 

quoted below from the Commission staff report (Exhibit' No.1, 

page 7): 

. "The staff has exeluded m.a.j or replacement expenditures 
on flumes from the preeedingresults of operation tabulation 
because such items should be capitalized. The staff agrees 
with applicant to the extent that relatively old plant 
should be deemed fully depreciated until applicant submits 
a study acceptable to the Commission establishing original 
plant cost estimates and a depreciation reserve. Major 
flume replacements since the year 1960, a new well and new 
meters~ as well as planned additions during 1967 should be 
normally treated as plant requiring depreciation. It is 
the staff's estimate that the foregoing items amount to 
approximately $70,000 and that, for purposes of this 
proceeding, a reasonable average annual depreciation accrual 
is $2 ,SOO, including an allowance for depreciation of the 
piped distribution system." 

Ihe Cotmnission finds that: 

1. The estimates of ope.rating revenues cmd exp-enses, including 

taxes, as submitted by the staff for the years 1966 and 1967. 

reasonably represent the results of applicant t s operations ... for the . 

purposes of this proceeding. . 

2. The increases in rates. and charges author..zed herein are

justified, the rates and charges authorized hereiuare reasonable, 

and the present rates and charges, insofar as they differ from 

those herein prescribed, are for the future unjust and unreasonable. 

'!he Commission concludes that the application should be 

granted to the extent provided by the- following. order •. 

o R D.E R - .-.'- -.-
IT IS ORDERED that:' . 

1. After .the effective date hereof~ the utility may file the 

tariff sheets ~~tached hereto as Appendix A. Such filing. sha.ll be 
. ' 

made in accordance with General Order No. 96-A. Such filing shall be 

. mad<": on or after the effective date of this order and on not less th.3n 

four days.' notice to the Col:cmission and the· pub-lic. 
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2. Applicant shall, as a cond1 tion precedent· to filing an 

application for further increase in rates ~ prepare a study develop

ing the original cos.t and related depreciation reserve requirement 

of plant used and useful at that t:bne, to be submitted to the 

Commission for staff review and Commission approval for use for 

accounting purposes provided" however, that applicant is. perudtted 

to continue its present practice of not accounting. for plant costs 

and depreCiation thereon as required by the prescribed· Uniform Sys tern . 

of Accounts so long as it does not seek a return on whatever rate 

base may now or in, the fU1:Ure be found to exist. 

3. Within uiuety days. after the effective date of this order, 

applicant shall fUe a report 1"0. writing setting forth its. plans to 

replace the fence around the reservoir and repair or replace the 

chloriuator located near the reservoir, and shall file written 

reports each ninety days thereafter unt1.1 t:hese facilities, are 

completed. 

4. If applicant elects to develop the original cc:s.t and 

related deprecia'Cion reserve" applicant shall apply a depreciation 

rate of 3.0 percent to the origin~ coat of depreciable plant. Until 

review iudic,ates otherwi.se ~ applicant shall continue. to use this rate:. 

The ut11i~ shall review 'its depreciation rates at intervals of not 

longer than five years and whenever a major change in depreciable 

plant occurs. Any revised depreciation rate shall be detexmined by 

(1) subtracting the estimated future net salvageand~ the depreci.at:io:n 

reserve from the original cos.t of plant; (2) dividing the remainder 

by the estimated. remaining life of the plan,t; and' (3) dividing the 

quotient by the orig1na.l cost of plant. the resultS of 'each review 

shall be submitted prompt1y to the Commission. 
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5. Within forty-five days after the effective date of this 

order. applicant shall file a revisect tariff service area mal>.. Such 

filing shall comply with General Order No. 96-A. 

'the effective date of this order shall be tweney days 

after the date hereof. 
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ApmmlXA 
Pagel oe'~ 

Scbedule Nc>. 1 

$IT.R@ SERVlCE 

AP?LICABItrrY 

Applicable to all :metered. vater service .. 

:tERRITORY 

St1rliDg City 8:DCl vicil:dtY7 Butte County. 

First. 1,700 C1l.ft.. or less ..... . ' .............. ". .... .. 
Next 87300 eu.!t~,. per 100 cu..ft. • •••••••••••• 
Next;. 20,.000 cu..f't.,. per,lOOeu~.. • _ ••••••••••• 
Over 30,000 eu.~., per 100 en.ft. • •••••••••••• 

Minimum. Charge: 

For 5/8 x 3!4-inch meter-
Fer 3/4-inChmeter 

.•••........•......•...• 
•..•••..•.•....•..•• ~ ... 

Fer l-inehmeter' ........................ 
Fer l~ineh meter ...................•...• 
For 2-inch meter .••....••...••••......•• 
?er 3-inch meter 
Fer 4-inch moter .••••..••.••.......•.... 

Th. M1mmu:n. Charge will entitle the euetomer 
to the quantity o~ \t&ter vl:l1ch that m1ntmum 
ebarge will purcb.a.se at the ~t1ty Rate •• 

Per Meter , 
Per 'Month. 

$ 3.40 
.17' 
.14 
.09 

$3~' 
$.00' ' 
8".00 

12.00: , 
20'.00> ' 
30-.00 
60.00 

, , 
,I, 



APPLICABILITY 

APPENDIX A 
Page 2· of':: 3 

. . . 

Schedule No •. 2RA 

ANNUAL RESIDENTIAL m! ~ SERVICE . 

(C) 

(C) 

Applicable to all. f'la.t rate res1cle:c.t1al wt.er serv:tce 1"urn:tshed on (C)' 
s.ri s.rm\l4l basis,", ( C)· , 

TERRrl'ORY 

StU-ling City and v1cin1ty~ Butte County.' 

~ 

For a single-family resiclentialllll1t 
1ncludiDg prem1se~ not exceeding 
10,000' sq.f't.. 1n. U'ea. .... ' ................ . 

8.. Fox- each add1tio:oal s1ngle-f'am1ly 
residential unit on the same 
prEllll1ses and served. from the same 

Per Service Cozmection 
Per Year" . ' ... ' 

$48:.00-

serv1ce cODllection ..... .. .... •.•.•• • .. • ... • 40.00 

b. For each 100 sq.£t .•. of'. premiSes 
in exeess 01: 10~OOO sq.ft. • ........ . 

. ' 

SPECIAL cammoos 

eC)' 
. tC) . 

eI) 

I 

eI) 

1. The above f'la.t rates a.pply to a serrl.ce connection not: larger . (N) . 
than one inch in diameter. 

. 2. For service covered by the a.bove cl.as31f'1eat10n,. 1£ thG util
ity so eleets~ a. meter !lball be 1nsts.J.led. and serVice provided 'Under 
Schedule No.1, Metered Service, otteet1ve as 01: the !"1rst day or 'tbe 
tollow1%1g eal.eDW month. 'Where the nat rate eharge tor a period 
has been pa1c. 1n. advanC6, ref"tmd of' the prore.ted d1.f'terence between 
such !lat· rate pa~t and the m1n1mum meter cbarge tor the same period 
shall 'be me.de on or 'before that day. . 

. (Continued) 
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Page 3 or:; 

Sehedule No. 2Rk 

ANNUAL RES!DENnAt :EY!! ~ SERVICE 

SPECIAL cormI'I'IONs-contd. 

3. The e;m,naJ :£'lnt rate charge applies to:lervice du:1Jlg the 
12-month period. cen::menei:Dg J1JJlTJDrY' 1 alXl is due in adv1JJlce.. If' per
manent re~1dent of tbe area. bas been a custoI:1er or tbe uti11ty tor 
at least 12 :nonths.,. he ':NJ.y elect,. at the beginning or- tbe calender 
year, to pay prorated 1"1e.t ratecha.rge:s. in aclvance a.t intervals or 
less than one yoo:r (m.onth.ly, bimonthly orqua.rterly) in accorde.xl.ee 
\11th the utility's esta,bl,1.,bed b~' l1ng periods. 

4. The opel)1ng bill tor flat rate service sha.l1 'be the estab
lished. AW"S) tlat rate eb3rge r-or tbe service.. Where :tn1tial 
service is ost4bl1sbed a.£ter the 1"1rst day or a:tJ.Y yetJr, the portion 
ot such .amlual charge applicable to the current year shall be deter
lUlled. by multiplying the eJmual cbD.rge b7 one three-hundred. s:txty
f'1!th (1/365) or- the number or days rema1n1:cs in the calend.ar y~. 
The balance or the po.~nt or the 1n1t1al a:anual. charge shall be 
ered1ted. aga.1n.st the ebarges tor the succe~ armual period. 1.1: 
service is not continued. tor at least. one year atter the. date or 
1n1t1al service,. no re!'lmd or the 1n1t1al ./llmW charges :shall be 
due the eu5tomer. . 

(N) 
I 
I 

(x) 


