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Decision No. 76125 

BEFORE THE PUBLIC UTn.IrJ.ES CO:t'l1ISSION OF '!BE S'l'Al'E OF CALIFORNIA 

In the Matter of the Application ) 
of TAHOE SIERRA WATER COMPANY ~ a ) 
Corporation, for authority to ~) 
increase rates for water serviee 
rendered within the service area 
of applicant ~ South I.al(e Tahoe ) 
flnd vicinity ~ El Dorado County, ) 
and in the vicinity of Lake T.ah.oe. ~ 

Application No. 50930 
(Filed February 27~ 1965; 
Amended April 10~ 1969) 

Kenneth C. MeGilvray and J. Douglas McG1!.vrAV, 
At~orncys at Law, for app!~cant. 

J. E. Johnson and John J. Gibbons, for the 
commission staff. 

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

Ap,licant, Tahoe Sierra ~ater Company, a corporation, 

seel-:s a't!t:tority to increase rates within its service area in the 

City of South Lake Tahoe and vicinity. 

Public hearing "tITas held before Examiner Gi1landcrs in 

the City of South Lake Tahoe on April 10 and 11, 1969. The 

matt~r was submitted on Yay 26, 1969, ~~n receipt of a.?plie~t:s 

late-filed Exhibit 2. Notice of the hearing ~7as m3iled~ posted, 

and published in accordance with this Commission's rules of 

procedure. 

Testimony on behalf of applicant w~s presented by its 

president and by a CPA employed by applicant.. Testimony on 

behalf of the Cot:mdssion staff wa.s presented by ~ enginee=. 

Nineteen members of the public at:~eneed the hearing, and two 

members of the public presented testiQcny. 
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Applicant's president testified that he has been 

associated with the company for the past 23 years and that for 

the last 16 years he ha.s had sole control of the company. 

Applieant serves approximately 2,400 customers all within the 

City of South Lake tahoe except for a $~ll area near the airport. 

Applicant has three permanent employees and hires two to six 

temporary employees for construction durfng tae $tDrner months. 

Applieant has budgeted $70,000 for construction in 1969. 

During cross-examination by the staff, applicant's president 

requested that the applieation be amended to change its proposed 

seasonal general metered service minimum charge for a 3/4-inch 

meter for the summer season from $48.00 to $35.00 and for a 

l-ineh tlleter from $72.00 to $60 .. 00.. He requested that the 

seasonal flat rate proposed charge for eaCh outdoor faucet 

conneeted to pipe not larger than 3/4-inch be stricken. He 

further requested that the 1968 automobile s~m as betag the 

property of the water company be stricken from the application 

as the automobile 1s his personal property. '!hese amendments 

Applicant's president was unable to testify to any of 

the figures contained in the applie~tion and was unable to 

testify to any of the figures contained in applicant's filed 

annual reports to this Commission. He did testify that applicant 

~oe~ .not refund its main extension contracts tn accordance with 

Rule 15 .. 

Applic~nt's CPA testified he took over the accountiP.g 

fo= the company in 1966. 'Xhe books were not in ,roper order 

when he took over. He requested that Exhibit 3 be relied upon 
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to show applicant's results of operation instead of Exhibit 2(E) 

attached to ~he applieation. Exhibit:3 shows, at present rates, 

a rate of return of 5.37% for 1967 reeorded, 6.447. for 1968 

reeorded and 5.63% for 1969 estimated. At proposed rates, the 

corresponding percentages are 7.68, 8.30 and 7.35. He testified 

that present cash flow was not enough to finance a $70,000 

construetion budget but that he did not believe that all 

construction should be financed from cash flow. He testified 

that applieant is not using Commission approved depreciation 

rates and that he does not know why applicant is not refunding 

main extension contraets 10 accordance with its filed eariffs. 

He claims the 1968 Annual Report) prepared by him and signed by 

applicant's preSident, contains a $10,000 error in net revenues 

because of payroll inadvertently capitalized. He testified he 

would file an amended annual report. 

A staff engineer presented the following results of 

operation based upon 111s limited investigat~on of applicant's 

operations and records: 
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Tahoe Sierra Water Company 

RESm:.:rS OF OPERATION 

Company Recorded 1968 at Present Rates 
(Preliminarily Adjusted by Staff for Expensed Payroll 

~d Depr~eiation Only) 

Operating Revenues 

Operatin~ Revenue Deductions 
M. & O:.txpenses 

(Exclusive of Payroll) 

Subtotal 

Staff Estimate Payroll Expense 
(Using 2,500 Customers) 

Subtotal 

D~reeiation 2.87-
(Of $945,000) 

Non-Income Taxes 

Subtotal Deductions 

S.C.F.T. 

F .1.T. 

Total Deductions 

i'!et Rcvenues 

P...ate Base 

Rate of Re'tUrn 

1968 

$203,945 

44,.331 

50,000 

94,331 

26,460 

20,500 

141,291 

1,429 

1,997 

144,717 

S9~228 

613,503-

9 .. 61. 

The staff engineer testified that if net revenues were 

actually overstated by $10,000, then his results of operat1or:. 

scudy would show a r~te of return of 8 .. 4%. 

Based upon its study, the staff reccromlended that no 

increase in rates be granted. 

-4-



A. 50930 c1s 

A search of our offic1al files revealed that no amended 

19G3 annual report has be~ filed by appli~nt. A business agent 

for the Construction and. Laborers' Union:. testified that the water 

rates were already too high. He testified that large capital 

investments by applicant had only been made in the last few y~:'Cs 

in prepnr.a.tion for sale to the city. The other public wit.o.css 

testified that he had suffered fro~ lack of adequate pressure for 
, 

5 years beg1nning in 1962; that in 1968 pressure impro·,ed; but 

that he still does not have adequate pressure in s'U:l:ll:ller time. 

He testified that he had contacted applicant, tl1e Ee:l:h Depart

ment and this Commission but nothing has been done to provile him 

~lta ade~uate pressure. Late-filed Exhibit 2 is the r~sult of 

applicant's investigation of this p~oblem. 

Findings and Conclusions 

The Commission finds that: 

1. The Commission staff should complete i~s st~clies and 

re~lew of applicant's present rates 3S quickly as re~sonably 

possible, and if the results of such study and review indicate 

tl1at the present rate of return is excessive, the Co~sion 

staff should immediately commence negotiations with applicant 

to insure rates do not result in an excessive rate of return. 

2. Applicant may presently be earning an excessive rate 

0:: retu--n. 

3. Exhibit 2 reveals that service to one customer is 

~dequate and requires installation of certain equipment to 

foprove pressures. 
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4. Applicant is not following the provisions of its filed 

main extension rule rceClrciins, refun.cis. 

5. 110pplicant u; not using Commission approved depreciation 

rates. 

The Comtn1ssion conclucles that: 

1. The Commission's staff should imccdiately commence 

negotiations with applicant to insure rates do noe result in an 

excessive rate of return. 

2. Applicant must ref1lnd main extension contracts in 

accordance with its filed tariffs. 

3. Applicant must use Commission a.~proved depreciation 

rc::tes. 

li. Applicant should report in writing tile sta.tus of the 

service improvements discussed in EXhibit 2. 

5. Application No. 50930 should be denied. 

ORDER 
--..-.~-

IT IS HEREBY ORDERED that Application No. 50930 is 

denied. 
tSa.:Q. »'ra.nel6oCO Dated ae __________ , c.a11:Zo:nia, this 

~- I. SEPTEMBER .A.~ day of _______ , 1969. 

'A. w. CA':OV 
Commis~ioner' ____ ------------------· 
Present but not participating. 

COiiliii!Ss1one::'s 

CommiZ:1oner Ver.oon L. Sturgeon. being 
_6_noco~~rily nb:ent. cU(! not Pt\rticipa'to 

in tho ~1=po~1't1on o~ this procoo41ng. 


