
Decision No .. 76702 

BEFORE THE PUBLIC UTILITIES COMMISSION \ OF 'XEE StATE OF CALIFORNIA. 

!:l. tbe Matter of the Application ) 
o~ESCALON~!ER~1) L!GE! CO. ) 
under Seetio:l 454 of ~e Pu~lic ) 
Ut~lities Code for authority to ) 
inerc..::.se rates for water service". ~ 

Applicati.on No. 51245-
(Filed July lS~ 1969) 

Paul A. Eckho1£t, for appli.cant • 
..J .E. Johnson, for the Commission staff. 

OPINION -- ..... --~-
" 1/ 

Applicant Escalon Water and Light Co~ -seeks author,ity' to 

increase rates. 

Public bearing was held before Exam;ner catey in Escalon 

on December 8, 1969. Copies of the application had been served,. 

notice of filing of the ~pp1ication published, and notice of 
hearing published and pcsted, in accordance with this Commission r s 

rules of proceeure. The matter was submitted on December 8', 1969'. 

Testimony on behalf of applicant was presented by, its: 

president,. its general manager and its accountant. The Commission' 

s~ff presentation was made through an aceountmlt .and an engineer. 

1./ Applicant's original Articles of Incorporation, a copy of which 
was filed in Application No. 30524 3nd incorporated by refer­
ence herein, show applicant t s name to be "Escalon Water and 
Light Company" rather than ''Escalon Water and Light Co'. H 

Presumably applicant has amended its Articles of Incorporation~ 
inas~ch as the 50-year corporate life originally provided 
eh-pired August 22, 1961, but no copies of the revised doc~ent 
i:l.ave been filed With the Commission. ' . 
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Service Ar~a .and Water Syste:c. 

Appli~t owns and operates the water system serving. the 

City of Escalon and unincorporated areas. 0:Z San Joaquin COUX'.l.ty 

adjacent to the city. The se:viee area is relatively flat~ 

The water supply for this system is obtained from. 

applicant's four wells. Well pumps driven by electric motors 

deliver the water to tlle distribution system. An elevated s.torage 

tank and two hydropneumatic tanks provide storage and. maintain 

system pressure. 

the distribution system includes about7-1/2"miles of 

distribution mains!J rangiDg in size up to 7-inch. There are about 

GO metered serviees!J primarily for customers in outlying areas 

.and in new subdivisiotl.S!J 700 flat rate serviees:. and 60 pub-lie 

fire hydrants .. 

Service 

Field inves~igations of applicant's operations, service 

and facilities were made by,the Commission sta.ff. A staff 

engineer testified that applicant generally is providing adequate 

service but -=bat some customers- complained of occasion.a.l low 

p~essure duriIlg the S\1llltiler. Staff Exhibit No. 2 st'ates tluitno 

iD"ormal complaints relating to this utility have been registered 

with the Commission for at least four years. No customers, 

appem:ed at: the hea.rins to testify regarding service. Al~'o-> only 

one customer responded to the notice mailed to all customers and 

inviting comments on. service and other problems. 

Applicant's present: tariffs include schedules for general 

metered service, g~neral flat rate service) and public fire hydrant 

se-..-vice. Those rates all were' established in 196'-_ 

,.. 
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Applicant proposes to increase all of its rates except 

the quantity meter rates for usage tn excess of 700 cubic feet per 

month. The following '!ab1e ! presents a comparison of applicant's 

present and proposed rates: 

TABLE I 

Comparison of MOnthly Rates 

~ 

Gen~ral Metered Service 
Y.d.nimum Cbarge* 
Quantity Rate: 

:ifirst 700 eu.ft. or less 
Next 2,300 cu.ft., per 100 eu.£t. 
Next 7,000 cu.ft.~ per 100 cu.ft. 
Over 10,000 eu.ft.~ per 100 eu.ft. 

General Flat Rate Service 
Sfngle-Family Residence 
Additional Residence on Same Premises 
Oifice, C'c:urc:h or Hall 
S"aop, Store or Market: 
Service Station or Garage 
Restaurant or Tavern 
Each 100 sq. ft. irrieated area, 

during May through October 

Public Fire Hydrant Service 
Each Hydrant 

Present 

$:2.10 

2.10 
.25 
.1S' 
.14 

2.40 
1.50 ' 
1.SO 
3.00 
3.60, 
6.00 

.06 

1.50 

* ~ charge for S/Sx 3/4-toch meter. 
A graduated scale of inc=eased charges' 
is provided for larger meters., 

Proposed" 

$3.15, 

3.15" 
.25 
.13: 
.14 

3.60,' 
2.25 " 
2.70" 
4.50 
5 40 . '" 

9~OO 

.09: 

2.25 

Revenue and customer daea 1n Exbibit No. 2 indicate that 

the average monthly bill for metered service is $5.l7 under present 

re'tes and would be $6.41~ \mder applicant r s proposed rates) an ' 

increase of 2S percent. The revenue and customer data indicate 

that the average monthly bill for flat rate service is $~.44 under 
, ' 

present rates and would be $5.26 under the rates propose~ byappli­

cant) an increase of about 50 pere,ent • 
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Results of Operation 

Witnesses for applicant and the Commission staff have ' 

Bnalyzed and estiD:ated applic:!nt's operational results. S'I%l%lUl.rized 

in T~ble II, from ExhibitsB ~d E to the application and from the 

staff's Exhibit Nc. 2 are the estfmated results of operation for 

the ecst year 1968, under present rates. 'Ihe estimates, asset 

forth in the exhibits> are not quite comparable in that the staff 

sucmary under proposed rates is for the year 1969 whereas the 

st:aff's summary under prese'C.t rates and applicant's summary under 

both present and proposed rates are for the year 1968. Also" 

applicant used wage rates paid in 1968 to' its owner-operators in 

s'tJD'lTllDrizi:a.s operations under present water rates, whereas, it used 

its proposed future wage rates in summarizing operations under 

proposed water rates. The summaries for the 1968- test year under 

present water rates in the two exhibits are shown in modified 

fo:m. in Table I! to ll1ake those estimates more readily comparable. 

!:l£.<:.much as the present rates produce areas onable reeurn, there 

~ no need to summa:ize oper~tions under proposed rates. 

TABLE- II 
Estimated Results of Operation Under Present Rates 

~ 
Operating Revenues 
Deduetio:lS: 

Payroll ~ 
Cpera1:mg aJ:d Ma.1neenance Expenses 
Vehicle Expense 
Telephone Expense 
Other Expenses Excluding Depr. and Taxes 

Subtotal : 
Depreciation, ,',' -,', 
Taxes Other 'Xb.a1l on. 'Income 
Income' 'X.axes. 

'Iotal 

Net Revenue 
Rate .Base 
Rate of Return 
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Applicllnt 
$33~_64l 

lS-~600 
1~695 
l622' )' 

210. 
6,5-17'. , 

25~644-
1,:591 
$: 492 , , 

848 

Staff .. 

$33:95$ , , 



A. 51245 ds 

Revenues 

The staff investigation'-disclosed,that applicant records 

revenues on a cash basis,rathertbanon"a proper accrual basis. 

Correction for this aCcolmting, error is responsible for the 

difference between applicant's and the ;'staff' S revenue' eseimates 

in Ta.ble II. 

E?q?enses 

Alehoughehe. payroll estimates in Table II differ by' only' 

$200~ the largest single issue in this proceeding is the appropriate 

payroll allowance for the owner-operators of the water system. 

Applicant contends that the salaries now drawn by the two owner­

operators are too low and proposes to increase them by a total of 

about $5,000 per year, an increase of some 32 percent~ The' staff 

contends, based upon studies of payrolls of other water utilities, 

that applicant's present wage scales are adequate. As can be seen 

in Table II, a 7.9 percent return on rate base is only about 

$3,600 of net revenue. A $5,000 wage increase would change the 

7. S percent indicated return to an operating loss. The wage issue 

t:: .. uc transcendS all o'i;:hers in this proceeding. 

Applicant has done a commendable job of constructing 

additions and improvements, to its water system and in rendering, 

good service to the public. It bas, however, made a serious and,. 

from the standpoint of this proceeding., fatal mistake in not 

keeping. adequate records. If applicant had maintained even 

rudimentary daily records of the time spent by the owners of the 

corporation in maintaining. and operating the water system, this 

information and pertinent data regArdiug prevailing wage rates for 

the various s1d.lls involved. might have supported some payroll 
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adjustxDeut. Only a few minutes, at the end of each, day would ha.ve, 

been required to record a.llocations of time. In the absence of 

some such presentation, the staff's estimate appears to be the best 

evidence of a reasonable payroll level for appl,icant' s. operations .. 

the, prfne1paldifference between applicant's and the' 

stafffs,estfmates of operation and maintenance expense is due to, 

applicant's err~neous recording of a capital item as an expense. 

Applicant r s vehicle expense was reduced in the staff' 

estimates to account for personal use of applicant's truck. Appli­

cant contends that any personal use of the truck is, offset by 

business use of personal vehicles. Here again, applicant· failed to 

kee~ records of mileage of bustness and personal use of vehicles. 

In the absence of such records, we will accept the staff r s estimate 

of vehicle expense chargeable to the water operations.. 
, . 

Applicant's office is in its president's,home., There is 

one telephone in the home serving all purposes. No additional 

allowance,. therefore, was included by the staff for telepbone service. 

It would have bee:1l more reasonable 'to prorate the telephone costs 

bet't-:oeen business and personal use, but such a modi.fication of the· 
. . 

staff estimnte would l'laVC only a ,nominal effect on rate of return .. 

,The record does not show why the staffls estimate of 

depreciation expense exceeds applicantrs. The difference, however, 

is not a controlling factor in this proeeedins. 

O::le of the majo= differencec between applicant's end the 

staf'f's estimates of taxes other than on income is due to app-licantfs 

erroneous reeording. of employee withholding. taxes as expen,ses to the 

utility_ !he. difference between estimates of income taxes results 

from the net effect of the various differences in r,evenue and 
of. • , 

expense estimates here~before discussed. 
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Rate Base 

Applicant developed an end-of-year rate basewhe:eas the 

s~ff properly used an average rate base. Applicant contends that 

the recorded plant account:s do not reflect all of:.. the labor of 
.' 

applic::iUt's owner-operators. This may well be the ca.se because, as 

a s'taff engineer testified, a.pplicant's rate base per customer is 

the lowest of all Class D Water Utilities in the State. However,. 

ehe absence of any substantiating. records or even detailed estimates 

of unrecorded costs precludes an upward adjustment of rate base in 

tiP S proceeding. 

Rate of Return 

Exhibit E to the application shows tbatap~licant expected 

~o earn over 18 percent ca rate base under the water rates proposed 

in the application. In Exhibit No,. 1,. applicant: concedes that a 

50 perc~t rate increase may be excessive and suggests a 20 percent 

increase, which, by its estimat,es, would produce a' 9.1 percent 

re~ on rate base. No justification was presented for that high 

a return. 

A s~ff accountant testified that the 7.9 percent return 
on rate base indicated under present water rates by thestafff's 

cst:imates is at the high. end of a range of rea~onableness ~ .. indicated. 

by reeent decisions involving other small wate,:=, utilities. The 

staff recO'Clttends that the application be, denied. Based upon the 

evidence available in the record, we concur ~ the ,staff's· 

recommendation. 

Findings and Concl~ion 

The Commission finds· that oppliean'i: has not· shown that 

its present rates and Cl~rges are unreasonable nor that-they will 
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produce an unreasonably low rate of return. '!he Comm1ss,ion ~oneludes: 

tb.at~ based upon the record in this proceeding; the application must 

be denied .. 

ORDER - .... ~ .... ..-. 

IT IS ORDERED that this application is denied. 

The effective date of this order shall be twenty days 

after the date hereof. 

Dated at ___ San __ P'ran __ d«o __ ' __ , California" this .:171.4- ' 


