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OPINIOW
Tais is an applicat on in which the Winton Weter Companv
(Company) seeks to increase its rates for water service. |
A duly noticed public hearing was held in this matter .
before Administrative Law Judge Donald B, Jarvis in Merced on July 12
and 13, 1983. It was submitted: suogect to the f;l ing of transcrmpta.

and briefs, which have been recezved ‘ ‘ \ "
Swmary of Decision

This decision authorzzes an increase in rates to yzeld
additional revenues of $76,160 and a return on. rate base to ll,b%.

The bill of an average customer w:;l be anreasea 50.3%.
oackground

Prellmlnarily, it. should be noted that in this proceedrng
there are circumstances not usuelly present 1n a typzcal rate case.
Company is being run by a recezver appo;nted by the Merced County
Supexrior Court upon the request of this Commission. Reasons for the
receivership include misuse of'Safe,Drihking Weter“Bond_ Act loan -
funds and Sailure to keep adequate books and records as required by
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'.,Commiss:.on rules. The evidence also indica‘ces 't:hat at the t:.me of
nearing Company owed Pacific Gas and Electric Company (PG&E) $91 469
in unpaid power bills and was cnly naking partial payments on currenf‘
bills. The original Receiver has been replaced by a successor.
However, +the original Receiver prepared this application, and
testified for Company at the hearing. "Receiver"'refersétc.the
original one unless otherwise stated. ) o
Company's Request. | o
', Company requests an increase in annusl revenues. of £117,000 -
which would result in an ‘increase of approximately 7°f for water: |
services. This increas e does not include revenue for the 1can
repayment surcharge for the loen from the Department cf Water
Res curces (DWR) under the Safe Drinking Water Bond’ Act.
Compeny prov:des flat rate service to approximately 1,300

customers. There are two metered cus tcmer Company s present and
proposeld rates fc* flat rate service are as follow
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. Flat Rates - o ,
Per Service Connection Per Service Connection
Per Month . _ Per Month '

, uthorized Rates . . Rates X
Present Surcharge Proposed : Surchatge

For = single-fanmily
residential unit,
ineluding premises not ‘
exceeding 9,000 °q It. ' - o )
. in arez . $2.70 . 315.0%
- FPor each additional , ‘
-single=fanily resi-
dential unit on the
same. prenises

For. each 100 sgq. ft.
of ‘premisesg in
excess of 9, OOO
£q.¥t.

For each commercial
launderette, per wach-
ing machine -

For each. freezer
locker plant

For each store, market,:
shop, or service station-

Por each hotel,. apart-
men%t, or motel, in-
cluding Lfirst unit
office, and uwtility roon

2. For each: additional
unit
Contentions of the Partiee
A. Company's Position ‘ :

_ Company contends thot it is entitled to an increase in o
retes. It also argueo that the rates should include an increment forc'
payment of arrearages owed the Receiver and . legal fees incurred in’ |
connection with the receivership.
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. B. PG&E's Position - " SR
PG&E . contends that the decision in thi° matter °hould
provide a mechanisn for the ‘ull payment of current power ‘pills. It
also argucs for a proviemon provzding for repayment of tre amount of
power bills which are in arrears
C. Position of-Public‘Witnesses
Three members of the public made sworn statements, which
reflect the position of many of the customers. These statements
encompassed the following points: (1) Numerous customers have low
incomes or are on fixed income and cannot afford to pay. increesed ,
rates. (2) 1The customers should not have to pay twice ’or the DWR .
lozn funds which were ‘misused. (3) Company can’ get by with: 1e°s

labor than it seeks to expense in this proceeding.

D. Position of the Commission
Staff (Steff)

The Staff argues that an increase in rates is warranted but
disagrees with Company‘ao £o %he. magnitude of the increesse. The
Staff and Compeny are in agreement that an 11.5% rate of return is
reasoneble. The Staff and Company differ on estimates of operating
revenues and certain expense items. The primary differencee between
the Sta** and Company relate to questions relating to the payment of
arrearages in receiver and legal fees in connection with the
receive ship. . ' :

Materisl Issues o . |

Dhe material issues presented:.in this proceeding 8re- j
(1) 1Is Company entitled to an increase in rates, and if‘so, what is
the reasonable amount of such increase? (2) What provisions, if
any, should be made for the payment of arrearages in receiver fees
and legal fees in connection with the receivership° : (1) Whet
provisions, if any,'should be made for the payment of arrearages in.
PG&E bills? '
Discussion

Company and Staff ueed 1983 as’ the teet year for purposes
of this proceeding.‘ Both agree that 2ot present rateleompany ig




A.83-03-19 ALJ/3%

operating at a net loss. Company is entitled 4o an incresse 4n
rates. (Lyon & ang v Reilroad Commission (1920) 183 C 145 ) iThe‘ﬂ
guestion is one of magnitude. ‘
Operating Revenues

There is 2 disagreement between Company and Staf* over
estimated operating revenues. This estimate is very . important in
this case. 7To the extent estimated oper ating revenues are not ,
realized, money may not be available to pay for authorized lebor,or:
PC&E power bills. o o
_ Part of the difficulty Vtems from how Company counted
customers. Tor example, Company counted each unit of an apartment
house as a separate customer. The Staff correctly applied Company sf”f
tariff and counted an epartment‘house as one customer to be billed as
one main unit plus the other units on the premises served ffonfthe"
sanme ¢connection. For the purpose of estimating operating revenues,_ ,
we adopt the Staff methodology, which is in accordance with Company s"
tariff. : : ] '
' There are two main differences in the estimates of
operating revenues. They relate 1o estimates of customer growth and_
estimates of vater usage for metered service where the meters arev»
broken. ‘ | a B
A Staff;assi tant utilities engineer teetified that sHe
examined the water systen in January 198%3. A% that time she saw ‘
construction in progress. Based on this construction she included in
her estimate of revenues 21 new customers: one new store, 10,newﬁﬁ
single-family residences, and 10 new apartment residences.' The“'
estimated annual revenue generated by these new customers was S" OOO
Company contends that the estimate of 37 OOO in revenue
from new customers is too high. Company does not dispute the amount
of construction in progress. It argues that the Staff: witness gave
no recognition to the realities of the real estate market nd assumed
the rental of all construction in progress for the test yea 1 There
is merit in the Company S positmon on this point. '
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The construction in progress was‘obserred during the test ,
year. It is not appropriate to include estimated'revenues'from these:
units for the entire yesr. Furthermore, the Staff witness d1d not
consider the real es tate and rental markets in her estimate.: For the
purposes of estimating operating revenues for the test 'year we will
use one new store, five new single-family residences,‘and five new
apartment residences. - o

Conpany' 8 contention that the Staff has improperly
allocated an extra $8,000 in Tevenue from the two metered customers
is not correct. Company s position 1S the result of improper

" ealewlations.

Company argues that its 1982‘recorded revenues were
$140,000. The Staff's estimete of revenues for test’ yeer 1°83 at.
present rates. is 8155,440. mhere is & difference of approximatelj
$15,000 in the alleged recorded 1982 revenues and “he Staff s
estipate for ‘the 1983 test year. The assistant utilitiee engineer
testified that the additional customers generated by con truction in
progess would generate Q? OOO inndditionel revenue -2t present
retes. Company contends thet 88,000 is being allocated to the two
metered services, which is unrealistic.’ : o

Company's own estimate of operating revenues for the test
year is $147,749. The difference in test year estimates is 87 691.
Approximetely $7,000 of this is attributable t0 the construction *n
progress. This question has been considered. '

There are two metered customers in Gompany’s,syetem: a
school and a service station. The meterS'have not‘functioned‘j
properly for a period of time. The Receiver testified that ‘there was
not sufficient money to repair or replace the meters. He billed the.
two customern on estimated usage. The Staff recommends tbet the ."“.

Ters be repaired so actual asage can be. measured.\ Company agreee |
with the Staff recommendation, if there are oufficient fundo to.pay’
for the repairs. Our order will provide for the repair of these
inoperative meters.,. : Lo

4
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The difference between the Company and S Eaff‘estimates for |
operating revenues from metered service is 3840 at present rates and
$1,350 at proposed rates. The Commission is of the opinion that the
Staff's methodology is reasonab’e ené it will e used in conjunction'*
with the rates hereafter adOpted. '

Operation and Maintenance
Expenses

' A. Purchased Power ,

Company '8 witneso agreed that the taff 'S estimate of .
$59,810 for purchased power wac based on more recent 1nformation and
should be adopted.

B. Employee Labor .

Company and- Staff presented different estzmates for
exployee labor. Both utilized two outside service .persons for the
estizate. The difference is in wege rates. o

~Company presently employs two °ervicemen, who are- paid $6

an hour. The Receiver testified that in the past Company - experienced - :

employee turnover and lack of fidelity problems which contributed to
nany of the other problems experienced by Company. . :

The servicemen are responsible for the: onmping, treating,‘-
and del ivery of potable weter ot adequate press ures free of any
contaminents or sand. The Department of Health Services reouzree
that at least one water company employee who is directly responsible
for the maintenance of water quality be a certified. water operator.
When Receiver %t00k over the operations of Company none of the
exployees were certified. The Recelver encouraged one of the

servicemen to sttend night courses at a local Junior college %0
qualify for certification. That serviceman i° now a . certi*ied water
operator. | - | |

The Receiver tes tified thap based on his owner hip of
another water c¢ompany and knowledge of’ other water systems, in order
to retain present personnel or hire others of equal caliber, it would
be necessary to pay the lead servzceman $10 per hour and the second
person $7.20 per hour, Company s estipates were. based on these rates,

R
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Staff used a formula approach in'eStimating empioyee
labor. It took the present pay of the servicemen<and 1ncrea ed it
approximetely 10%, which ineluded regular and overtime pay." The .
Staff did not consider whether the present psy was adequste to retain
or attract competent service personrel L ‘

In view of the problems encountered by this ‘systeﬁ,'zf-isf
in the best interest of the customers to insure that competent
personnel are retained o operaue and maintain it. Company's
estinate for employee *abor, which is based on actual wages paid in
compa able situations, is more reasonable than Sta*f s and wﬁ.il.‘l be :
adopted. . -
C. Materials : -

Both Company and Staff estimate the cost of materials for"
the test year to be 32, OOO. ‘That amount will be adopted.
D. 0ffice Salaries R |

Company and Staff differ in their estimates for o*fice
salaries. Company S estima e is based on having two clerks and an
office manager. Staff,s estimate c¢alls for two clerx “and’ 8 part-
time bookkeeper. | S

There is agreement on the need for two clerks snd the

-apmount of estzmated wage for them. Further discuss ion on this point

is unnecessary. : ‘

Coxzpany proposes.to £1ll the position of office manager.
It contends that the position is needed for proper operations.x The
office manager would maintain records and supplies, supervise inside
and outside. employees and deal. on a regular basis with the ,f |
Department of Health Services and this Commiesion., Company estimateS'
a salary of $18,000 per year for this pos ition." L

Stefs contende that- The position ot office managor has
been vacant for several months. The Receiver presently performs sone
of the office manager functions. A pert-time bookkeeper would be
sufficient for these functions. The Stalf's estimate for thie
position is $7,020. o e
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In ordinary circumstances including en estimate for an
office manager would be aporopriate. However, under the facts
presented we must consider the receivership and the attendant coets,\
the duties performed by the Receiver, and the level of office
administration which would be reasonsble for o water system of
Company's size with its revenues The Staff's estimate of‘$32 020
for office salaries is nore reasonable and will be adopted. '

E. Management Salaries ’ ‘ L _ ,

Company contends that the. ress onable'estimate‘for'the -
salary of a general: manager is $27,000. It argues that this amount ,
should be considered separately from the costs of the receivership.

Staff utilized the zmount deteramined by the. Superior Court
for compensating the Receiver (824 OOO) as the estimated amount for
management salaries. : oo :

. The Receiver was appointed %0 operate Company. (Public."
Ttilities (PU) § 855, CCP § 568.) Company does not seriously contend
that the estimates for the test year should include both the full
salary of a general manager and the Receiver. It argues that if the
receivership is terminated, its estimate for the gemeral manager's
salary is reasonable. Also, if the receivership is continued it
would cover an increase in the Receiver's Lee.

The Staff S estimate for management salaries, which is.
besed on the present apount set by the Superior Court for
compensating the Receiver, is reasonabdble and will e adopted,

P. Qffice Supplies and Expense | ,

The Company witness testified that its estimate for office
supplies and expense was incorrect snd that the Staf f'e es+imate cf
$9,000 was reasonable. The Staff‘s estimate will be adopted.

' . Insurance ‘ o C AP

Company's estimate for insurance is $24,330. The Staff
estimated $18,730. The difference results from the: otaff excluding
coverages of vehicles which are not being used by utility personnel
As hereafter eet forth Lnder "Vehicle Expense," we believe the

'
" .
T
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Staff's estimate on vehic¢le usage to be nmore reasonable. The '

insurance estimate based upon this usage iz more reasonable and will
be adopted. '

H. Accounting, Legal, Ete.
Company’ estimated $16,000 for outside’ services required.‘i
Staff estimated §3,500. . s |
| It its brief Compeny states that the §16,000 includes'

» special costs of the receivership for which it has eiected to ask
separate treatment. It contends however, that the Staff's estimate o
is not sufficient to provide for the costs of having CQmpany'~ books
audited by a CPA, ¢osts of ccllections, and regulatory expense. . ‘

While Company challenges the Staff s estimate, it previded;

no evmdesce on these costs. DThe Staff's estimate based on its
investigation is reasonable and will be adopted.

I. General Expense

A.83-03-19 ALJ/Jt -

. : Coxpany estimated 38,400 fer general expense., Staff
| . stimated $4,700.
'f Compsny s estimaue is based on a 1981 recorded amount
which included salary not appropriate for this account. - af*'s
estimate, whicb is based on = three-year average of the account (1980-v
g2), is reasonable and will ‘be adopted.
J. Vehicle Expense : ;
Company estimated 85,600 foi vehicle expense. Stars
estimated 32,550. The difference is due to the number of vehicle°
used for the estimates. o \
Company's estimate is based on the use of three vehicles. .
It does not presently have three operative vehicles- The Receiver
testified thet if the noney were available he would purchase new
vehicles, which would help improve service. He conceded that the.
present application .does not contain an increment which would permit
the purchase of’ these vehicles. The Staff's estimate, which ic baeed
on current vehicle usage, ig reasonable and will be adopted.i_ L

- 10 =
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. K. 0ffice and Storage Space Rental ‘

Compeny estimated $1,700 for storage space rental. Staff
mede no estimate for this aocount.

The Receive* testified that when he as sumed:his duties,
Company stored tools materials aend other supplies neceosary’for
maintenance of its plant in a large shop building in the nearby town
of Cressey. Eowever, the building was oold and Company no longer has .
the use of it. Presently, tools and materials are kept outdoorﬁ
unprotected from the elements. Company propo°es to”fenf’a SHop”
building of approximately 450 squere feet to provide a oheltered
place TO store .oolo and’ mater;al. There would also be a. small
workbench t0 enable the performance of small mechanical jobs in a
p*otected area. The Staff produced no evzdence~on this point.,
Company s estimate is reasonable and will be adopted. : |
Summar | | EA

A sumpary of operation{ond'maintenanoejé#ﬁéﬁéésfiéfaso'””d

- ‘ follows:

Qperat;on and Mainte wance Expense

Hydraulio' : :
Utility. Branch - Adopted
Estimated Yeer 108%

Purchased Power -5 47,400 $ 59,810 & 59,810
Enployee Labor o 35,800 26,700 55,800
Materials 2,000 2, OOO - 2,000
Office Salaries 45,000 32 020 . 32, 7020
Menagement Saleries 27,000 24,000' T 24,000
Office Supplies & Zxpense 17,500 9,000 - 9,000
Insurance 24,330 18,730 18,720
Accounting, Legal, ete. - 16,000 3,500 . 3,500 .
General Expense .8, 1400 : 4,700 - . 4 700"
Vehicle Expense _ S, 600' 2,550. 550“;
Office & Storage Space - o -
Rental Expense 1,700 QL 1,700@

Total O & M Expense s228,730  $183,010  $193,810
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Income Taxes'

Taxes Other Than Income

Compzny concedes that Staff's estimate of $6 900 for ad -
valorem +taxes is correct. It will be adopted.

: Pay*oll taxes are based on' salaries. In the’light of‘the'
findings pade on estzmates for salaries, the estimate o’ 26 870 fo*
payroll taxee is reasonable. ' ' 1' ,

The resultant total estimate of $13;770efor'texesfo%her’j
than income is reaSonaole. - B R
Depreciation Expense’ . B L ' Q

‘ Company does not cortest the Staff! s estimate of $8 030 *o* \
depreciation expense. It will be adopted. |
Average Depreciated’ Rote: Base ,

' Company accepted {the Staff's e@timate of $100, 270 for
average depreciated rate base which will be adopted. ' -

' ' B
Company ond Staff are in agreement ae to how incone taxes
should be calenlated. Based on the amounts herein determined the

estimated amount of $3, 470 will bde adoptea. | T‘

‘Rate of Return

K

Coxmpany requested a rate of return of 11 S%.- Staff‘tock |
the position that the requested rate of return wes not unreaﬂonable.’
I+ also used 11.5% in {ts estimate. A rate of return of 11m5% is
reagonable and will be adopted. | o f
Rate Design’ ‘ ‘

)

As indicated, except for two customero, the system'io flat -
rate. There are no plans for metering residentiel customers.

Conpany proposes to change the present two metered quantity blOCkc to
one since the metered custorers are commercial -oneg and their ‘usage
exceeds the lzfeline allowance. The Staft concurs with thiu proposel
and it will be adopted. | o A “} |
Attrition Allowance . ‘ . ‘ ‘”f~ . | l' :

- Staff presented an exhibit with respect to an’ appropriate
attrition,alloyaoce. The Staff adopted a conoervative methooology

,l
L
0
1
|
!

1 .
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and recommended an attrition allowance of 4.1% to 80 into effect 18
nontas after the ef ectzve date of this. decision. The Commission ;s a’
of the opinion that the Staff methodology iz corr ect. Eowever, the
vaff's estimate is based on its recommended percentag , norease-;‘
Modifications have cnang ed this amount. Applying,otaf* methodorogy

to the modified figures, an attrition all owanoe o‘ 4 35% will be
adopted. L ' - | ‘

uxtraordinary nxpenses

There are.two’ extraordinary expenses iwvolved zu thioha
orooeeding-
1.  Past due 26&T bills.
2. Expenses of the receivership.
Past Due PC&E Bills
PG&E appeared in the. proceeding. Its witness equested
taat the Commission provide an increment in rates. to permit oompany_
to fully pay presen‘ power dills. The w;tneﬁs testified that while
PG&g seeks to colleet the. monies owed on past due bmlls it was not
presentzog a svecific oroooeal on.this issue. S
- The PG&E wz.neos suggested the use ol 2 oalancing accounuu
. to ornvnnt underpaynent of power bills in the futu The'*atns ,
autnor zod in this deecision provide zoaies - for ‘the payment ot current/‘ 
power bills. & balancing account without ‘**ate adjustment necranismf s
will serve 20 ugeful purpos Vone will be orov*ded.‘~v |

T
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Receivership Expenses

The record indicates that as of the time of hearing there
was a court awarded amount of $37,127.76 for receivership expenses
s%ill outstanding. The amount includes receiver's fees ‘a*torney
Zees, costs for mat erials, printing office supplies, and
nmiscellaneous expenses.

Company contends that provis;on for the payment of these ,
expenses saould be nade over a period of time with aw dner ement in ‘
rates. The Sta‘f d*sag*ees and a*gues aat the receive"ship expenoes
shouléd cone only out of the owner's return on equi,y. ,

The facts leading to the receivershi p may be ‘ound in
avestigation of Winton Water Co .(1981)f6 CP ¢ 2d 715. -In that
decision the Commission ordered that: '

"1. The Legal Division iz directed *o fiie an
‘ action in the appropriate Superio* Court
against Irvin Zeppner (Heppner) and Winton
Water Company, Inc. (Winton) and/or the
Riverdale Water Company, Inc. (Riverdale) Zfor
injunctive relief, civil penalties, and to
pevition vhe court for the appointzent of a
receiver for Winton and Riverdale. Also, i+
shall proceed to initiate 2 eriminal action
through the ap ropriate District
. Attorney...." %6 CPUC 24 at p- 723.)
Pursuant to the ordering paragraph the Legal Division took‘

action to secure the appointment of the Receiver.‘
Once. appointed, the Receiver wasg confron*ed with the
following situation.r Company's books and: nanagement were. in

isarray. Company was serving its customers,wat\ contsminsted with
DBCP. ' '

Apnroxima ely 60 days after his appointment the Receiver ,
was adle %o ef’ectuate the delivery of water to vompsny s cusuomere ,*L
which wet the Department of Health Services* minimum contaminant |
levels fo* DBCP.‘ The Reee ver aas ope*ated Compsny in accordance '
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with Commission rules and orders. ZHe has,hadlto'respondofo
litigation involving Company. There has been a shortfalilin,‘
Company's revenue during the receivership, but it ook a period'of g
tinme for the Receiver to acquire the data neceosary *or thia -
application. - - -

Before'-eachxng the isszue of who should pay the
receivership expenses, we turn to Staff's argument that iz
receivership expenses are considered at all, such consideration |
should ve limited %o $16,000. Tais wag the- amount set forth in one.
of Company's exhibvits. Staff takes the pos‘tzon that it dld not have }"
the opporvuni vy To evaluate azounts over $16 OOO.v.*oe a.gument iz |
not persuasive. ! : - : :

Staff's argument that i* did not have the opportunity vO
evaluate amoun %s overs $16,000 is not convinecin ng. "his epclication }
was Ziled on March ¢, 1983. Company's exhzbi*-was prepared in. 1°82-ﬁr
The Superior Court eatered i%s order awarding-cos*s oL, receivershipa";
on'HMarcn 21, 1983. As indicated, the Staff filed a plead:.ng ia the
Superio* Court supporfing the award. Having- suppo*ted the award off |
receiversa*p costs in the Super ior Court four months prior to:the-
tearing on this application, £L's oosxtioﬁ lacs subatance;

The Receiver is an officer of tae court, which seto ais
fees. (Pacific Bank v Maders Pruit and Land Co..(1889) 124 C 725 )
The court's determlnatmon of reasonable fees is, determin&tive. |

(Winslow v Zarold G. Ferguson Corp .(1944) 25 C 2 274 282.)
- Purthermore, the Commission filed a pleading in. the Super10< Court
proceeding which determmned the Receiver s *ees. The pleadicg suated
in part that: ' ‘

"The Commlssion does not object to the *eea which
the receiver requests. In our view, he has documented. toe
work which he performed, and we know from per sonal
experience that he has been diligent and capabdle
performing ﬂio receiversn;p duties.™ (Exhibzv 3, o. 6. )
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There 1S no question of the reasonableness of the costs of ,
receivership in this proceeding. As noted above, the amount properly‘:
at issue is $37,127.76. We find “hat the -ates edopted in this
proceeding should not include any increment for this amount.s
We bYegin with the proposition that public utility managers
are charged with the responsidility of scting prudently and in
accordance with gzood business judgment. Under that standerd,.rates
fixed by this Commission are set 86 as o perait publ;c utilities to
fuliy recover %those foreseeable ope*ating expenses which are
prudently incurred in the discharge of this responsibility, such
rates provide an opportunity for the wtilivy to earn u ‘air rate of
‘return on its investzent. However, expenses #hich are un*easonably
incurred or the result of nmanagerial imprudence are not cnargeable to
ratepayers. DPacific Tel. & Tel. Co .v. Public Ut;litins
Commission 62 Cal.2d 634, 647 (1965). That i3 brecisely ‘che .
situation in which we find this applicant. , .
‘ In *hzs case, the company s owner nad 30 negligent_y
scha-gnd his duties that we found it necesssry to seek the
appoint nen* of a Recelver. We were confronted by miseppropriatzon of“
funds provided through the State Safe Drlnking Vater Bond uaw oo
program, funds which were inteaded to correct deplorable service
conditions. Applicant s customers nave already borne the brun* of
the owner's malfeasance. We decline 0 add to their burden- s
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In the adopted results of operations, estiﬁaéedﬁnet
earaings are $11,510 per year. We will require applicant to
establish an interest-bearing account and payfsé,320.50‘on a
quarterly basis Yo that account, this amount to come from net
earﬁxngs, commencing thirty days after the effective date of this .
decision. ZEvery fourth quarter, accrued. funds ‘shall be d sbursed to!‘
the Receiver. At the end of four years,‘thzs obligation wzll have .
been ‘ully discnarged.
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e proble:s,

£ recoz ced‘,“
Co::a 'e w“tne

_e“da._on. v*ded Py

Py )
Ty

;advuhe resources % 0. The ensuing ¢ will requl rn'uom“a*"
T0 fo~~ulat- ’ o

: meres”

wi; 1 ' ing 0% §151,840 and
2 negative resurn on resently & & rates fer the
=est year ﬂ983,:which iz unreesonably low. , 'i in.néédfb.
ad¢itiona- revenues.

2. fhre S*aff.methodo’ogj in couhuing the nuzmber of Compery's
custozers is in accordance with Company's tarifi. Y

3. It is not appropriate to include es timeted reVonueq"o-
units under construction for the nnt*'e'test-yea*‘wheq those univ
will not:produce“revehue;fcr‘.“e whele yeer. I% s *easonab‘
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“-.I

in¢lude the followmng ir estimateld operating revenues for the year._
One new store, five new single—*amzly residences, and five. new
apartment residences. |
4. It ¢ -o‘reasonable to *equzre trat the inoperat;ve neters
measuring the gervice 0 Company's metered cuotome*s be repaired._
5. The suz of 359,810 is a reasonable estimate for pu*chased
power Lfor the test year 1983. - ' - -
6. Compeny's estimate of 835,800 *or emplcyee labor fo- *he

ueSv yea' 168% is more *easonable than S+taff's because 1% is based cnf

wages necessary %o att rect and retain gualified personuel necessa:y
to operate and maintain the water sysiec.

7. Dhe stz of $2, 000 is 'a reasonadle eétiﬁate-for materials~f
for the test year 19€3. : - o
8. Staff's estimate of 532,020 fo*'o‘fi;e salaries fcr the
test year 19837 is more reasonab’e than Company's becauee it takes
into consideration du ies performed by the Peceiver as well as the
evel of edpinistr at on which would be reasonaole ’or 8 wate- utility
of this size. S ,
9. Stafs's estimafe.of‘SQAQOOO.for manageﬁent salariesufdrgfhe
eg% year 1083 s more reasonabdble than Companyfsﬂbeééuse'itiﬁore” '
accurately reflects the situation during the test year.

10. .The suz of 89,000 is a *easonable eﬂtimete for office
supplies for the test year 1983. | | o

11. S+aff's estimate of $18,730 for insurance during the test
year 1083 is more reasonable than‘Company's»because it excludes
coverage of vehicles not being used. by Company pefsqnnel; -

12. Staff‘s~estimate'of;SE;SOO.for'accounting,-légal,vetca,
expenses for the test year 1987 is more‘reasonab;é"thaﬁ'C¢mpahy's
because it is based on 2 more complete inves*igation and'analySis.

13. Steff's estimate of 34,700 for general expense for the test
year 1983 is more reasonable then Company's because it is’ ba«ed 2

three-year average of the appropriate account.‘
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. 14. Stafl's eatimate of 2, 550 for vehicle expense for the tes ‘
sear 198% is more reasonable than Coxn pany because i* is bas&d or 2
zore probdable estimate of vehicle use. o : -

15. Tae sum of §1,700 is a reascnable estimate for office an
storage space rental for the vest year 198’. -
16. The sum of 56,500 is 2 *eascnab’e estizate for e
zaxes for :he.test-yeaf‘1983. | o
| JT.'”“hQ suz 0 $6.870 is 2 reasonzble estimate for
+2xes for %he test year 1983. 4 S Co
18. The zum of 88,030 is a reaconedble estimate sor

expense for the Test year S
- 4%. The a:oun:‘of,

deprecizted rate wese Sor

20. The suz of 83;47
cor the tess year 108Z.
rezurn on rate base of 11.5% i
22. A chenge in Cozpany's T ate design
one dblock is *eaeonanle. ‘

arlowance of 4.35% zc g0 iz
_on igs reasonadle.

¢crders of the Ccmn

€ C2UC 2¢é 715, =

o83, <he Superior Cours
- in receivershiy cos.,. The
edina supporting whe award’
The appozntment of the receiver was due to the neglzggnce
and ;mprudence of che Company's owner.
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27. A reasomable time to provide for the payment of the
receivership coste is four years.

) 28. It is reasonable to provide: that the costs of receivershlp
be paid from met earnings. , :

29. The increases in rates and charges authorrzed by this
decision are justified and are reasonable and the present rates and
charges, insofar as they differ from those prescribed by this
decision, are for the future unjust and unreasomable.

30. The total amount of imcrease in amnual revenue authorized
by this decision is $76,180. The rate of return on rate base is 11.5%.
No increase in the present DWR loan'surchargc is autho*izcd as the .
present surcharge gemerates sufficient revenues to amortize that 1oan

31. It is xeasonable to requare Company to destroy abandoned
wells and develop a cross-commection control program in accordance
with the recommendations of che Departmenr of healch Services.

. 32. 3Because of Company s f:.nancial condr..:.on ch:x.s order should
be made effective on the date of issuance. o
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Conclusions of Law | | \

1. The following summary of earnings, based on the adopted
quantities in Appemdix B, should be adopted for the tesc year 1933

and used in establashing the rates authorized:
Operating Revenues $230 590

Deductions“

"Operation,and Maintenance : 193,810
Expenses \ :

Depreclation Expense | 8;810f‘
Taxes Other Than Income 13}770j
Income Taxes . - 3,4700
- Total Deductlons ’ 219,0301]v_
Net Revenue 11,510 -
Average Depreciated Rate Base 100;, 270T‘
| Rate of Return 1L.5%
. 2. The applzcatzon should be granted Company should be
.autdcr:.zed to file the revised water rates set fcrth in.. Ap'oend:.x A
which are designed to yield $76,160 in additiomal revenues based on
the adopted results of operatioms for the test year 1983,
3. Company should be ordered to f£ix inoperative meters.
4, Company should be ordered to properly destrcy abandoned :
wells and develop a cross- -connection control program in accordance
with the recommendatdons of the Department of Health Services ”

IT IS ORDERED: that: :
| 1. After the~effect1ve date of this order. deton Water Company
(Company) is authorlzed to file the revised rate schedules attached.
to this order As Appendix A. Such £iling shall. comply'wich General
Order 96-A. The effective date of the revmsed schedules shall be’
five: days after the date of fil;ng, The revzsed schedules shall"
apply only to service rendered on and. after themr effectdve date

~23-
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2. Company shall establish an interesthearinglaccouﬁt and
pay $2,320.50 on a quarterly basis to that account, thi's amount to
come from nmet earnings, commencing thirty days after the effective
date of this decision. On the one-hundred twentieth day and every
ninety days thereafter accrued funds with 1nterest shall be: d;sbu:sed'
to the Receiver. Monies shall be disbuxsed from that ‘account- only
to pay recelvership costs which Have been approved by the Supermor
Court for Werced County :

3. Company qhall fix inoperative meters wmthxn szx months of
the effective date of this order. | X .
4. Within nine months after the effective date of thls oreer
Company shall formulate a plan to properly destroy ‘abandoned- WElla “
and develop a cross-connection control program in aceordance with' ‘the
recommendations of the Department of ﬂealth Servmces The plan sha l'
be submitted in writing to the Commission's nydraulzc Branch
' 5. Within 45 days after the effective date of thms order
.Company shall file a revised. tariff service area map appropr:z.ate “
general rules, and sample copies of prmnted forms that are normally
used in commection with customers' services, Such fxlzng shall
comply with Gemeral Oxder 96-A. The effective date of the revmsed
tariff sheets shall be five days after the date of filzng
6. Company shall’ prepare and keep current the system.map
required by taragrapn 1.10.a. of Genmeral Order 103~ Serzes. Within 90
days after the e:fectzve date of this ox der, Company shall file with .
the Commission two: copies of this wap.
This ozrder is effective. tqday

Da.ted; ‘ HAR 2T 1984

, at San Franc;sco Caleornla.

LEONARD M. GRIW:TS TR - g

. ' Pre.idont
I CERTIFY THAT TP"$ DECTSION VACTOR CALVO o
WAS APPROVED BY "ix ABOVE ~ 'PRISCILIA C. GREW
COWISSTOW&\S ...w.n.-"..'. ' . o DONAIAD VIAIA e
' e N : Y . Commissioners

Commissionc* Wileiam T. Bag 09

7 / A "., ‘ L —-/4—‘" . -
}7 7~ ,/ _/? <:‘\~ - Dbelispg necessar ily‘ab,enx ded SRR
E.'bduovicz, &keCLt‘Ve D%;a?to: 20 participate... - . i

-

Yy
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APPENDIX_ A .
Page 1
Schedule No. 1

METERED SERVICE

APPLICABILITY

Applicable to all metered water service.
TERRITORY

wintbnrand vieinity, Merced County.

| o : : :Pe:'Metef . Per Mdnth ‘ o
RAIES : B , : ) . Per Month - . Surcharge

Service Charge:

For 5/8 x 3/4=inch meter ... . | s 5 25 (z)
For 3/4=inch meter ... weee . 5.5
For =inch meter .. ' : - T.65
For-  1=-1/2-iach meter. . _ ‘ 10.05"
For 2-inch meter. ceveeerrennae. o 13.45
For. 3~-inch meter ...... S P, 28.45:
For 4-inch meter . eeeeee 33 US o
- For 6-inch meter easessssensresesneeen 5u us (I) 135 oo;,

Quantity Rateg.

Fbr all water, per 100 cuffe ceveenen [ 0.8§f (I)

The Service Charge is a readiness-to-serve charge which is
applicable to all metered service and to which is ¢o-be
added the monthly charge computed at the Quantity Rates._"

METERED SERVICE SURCHARGE |

This surcharge is in addition to the regular monthly mete*ed water pill.

The total monthly surcharge must be. identified on each bill. This sur-

charge-is specifically for the repayment of the Cali‘ornia Safe Drinking
Water Bond Act loan auvhorized by Decision 92&15- o
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APPENDIX A
Page 2
Schedule No. 2

FLAT RATE SERVICE

APPLICABILITY

Applicable to all flat rate water service.

TERRITORY

Wintoﬁ and vieinity, Merced County.

" Per Service Comnection *

RATES : , ~ Per Month'

1. For a single-family residential unit
ineluding premises not exceeding :
9,000 sq.£t. in area : (D
a. For each additional si 1gle-famzly
resicential unit on the same
premises and- served from the same
service conmnection teececccccsrnnne
b. For each 100 sq.ft. of premises in
excess of 9,000 sq.f%. conecvveocne. 0.517
For each commercial launderette, per
washing machine c.iccecvecnnccocecnanes 5.45
For each store, market, shop or service\
sation . 13.00
For each hotel, apartment or mot 1,
including f;rst unit, office and
utilivy roon ..:....................... 13.00 . ,
a. For each additional unit ....... 8.85 : (D)

SPECTAL CONDITIONS |

1. The above flat rates apply %o a residential service commection not,‘
larger than one-inch in diameter.

2. If the utility so elects, 2 meter shall be installed and ,ervice
provided .under Schedule No. 1, Metered Service.

FLAT RATE SERVICE SURCHARGE

This surcharge is in addition to the regular cha*ge per mOnuh. ‘The .total
monthly surcharge must be identified on each bill. This surcharge is-

specifically for the repayment of California Safe Drinking Water. Bond Act
loan authorized by Decision 92415
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L | (May be filed 18 months from the effective
. , date of the decision in this proceeding)

 APPENDIX A
Page 3
Schedule No. 1

" METERED SERVICE

APPLICABILITY

Applicable to all metered water service.

TERRITORY
Winton and viecinity, Merced Codhty.

; ‘ Pef'Méter,  Per Month
RATES , , ' - Per Month . Surcharge

Service'Charge:

For.5/8 x 3/U=inch meter .es $5.27T (I) S 2.70
For 3/4=inCh MELEr vereecveccronerannmene  5.TT - 4.05
For l=inch meter . \ 7.68 |, .f 6.75
For 1=1/2=-inch meteér ..... eeseccossa .ense . . 10.09 | 5213.50
For 2-inch meter ..ac.e..s mersersvoee . 73500 - 21.80°
For 3-inch meter ..... reesaveoenas PO 24,54 C 0. 50
For H-inch METEr ecveccesssccvoscnsans 33.5T. - B8T.50,
For. f=inch MELer cuvieseconeesscnreess . DU 65 CI) - A135.00.

Quantity Rates: , . ' g ‘ ‘ j
For all water, per 100 cu.ft. evevn. cenee e 0. 85 (I)
The Service Charge is a readiness—to-serve charge which is
applicable to all metered service and to which 1s to be:
added the monthly charge computed at the Quantity Rates

METERED SERVICE SURCHARGE

This surcharge'is in‘addition,tovthe regular monthly metered water bill.
The total monthly surcharge must be identified on each bill. This sur~
charge is specifically for the repayment of the California Safe Drinking
Water Boad Act loan authorized by Decision 92415. L :
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. (May be filed 18 months from the effective -
date of the decision in this proceeding) .

APPENDIX A
Page 4
Scnedule No. 2

FLAT RATE SERVICE

APPLICABILITV

Applicable £o all flat rate water ¢ ervice;j

| mnrro 4

Wintqn,and vicinity, Merced County.

Per Service Connection

RATES | Per Month

1. For 2.singlefamily residential unit

inecluding premises not exceeding ‘
9,000 5q.ft. in area ..cvcvevcenncocncen $13.05 (D
a. For each additional single-family

residential unit on the same

premises and. served from the same

service conneetion wa.vesececeauen. 8.88
®. For each 100 sq.ft. of premises in :

excess of §,000° sq . secorencesas 0.519
For each commercial launderette, per

washing machine .oveeeeccccecerencanens ST
For each store, market, shop or service -

L LS R LTI T 13.05
For each hotel, apartment or motel, -
including. ’irs. ‘unit, of’ice and ‘
util*ty TOOM vecnucescosavsnnoncnennans

For each additional unit cesmnuonns

SPECIAL CONDITIONS ‘ '
1. 1he above flat-rates. apply to a. residential service connection aot
. larger than one-inch in diameter.
2. If the utility so-elects, a meter shall be installed andpservice‘
provided'under Schedule:No;'1;5Metered'5ervice. ‘

FLAT RATE SERVICE SURCHARGE .
This surcEEFge 13 1n adcition %o the regular charge per month. . The total
menthly . surcharge must be identified on each bBill. This surcharge is .

specifically for the repayment of California Safe Drinking Water Bond Act _
loan authorized by Decision 92415 : , ‘ '

(EXD OF APPENDIX A)
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o | © APPENDIX B
. .Page 1

ADOPTED QUANTITIES

Winton Water Company

| Federal Tex Rates: 15'/.

State Tax Rate:  9.6%

Offcot Ttems

1. Purchased Power:

Electric:

. Paciffe Gas and Electric Company

- Total Cost
K ‘
ZEZ, Sch. Date.
$/lTh Used .

2. P&yroll nhdlgggloyce‘zenefits:

Opezatioa and:Maintenance .

Adainistrative & ' Gcncra 1. -
Total ) "
Payroll Taxes.

3. Ad Valorem Taxes:

Ad Vélorcm‘ Té:’ces- '

o i
Test Year ’

- 1853

s 50,010 o,
333,720, ' 314,600
T 4/6/83, -

0.06388, .0.10648%"
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. Metered Water Sales Used to Desirn Rates:

Wnangé - Ccf‘ - o ‘ | Uséﬂe =~ Cef
o | 1883
Block 1 0-5 , 10 o

Block 2 >5 - ‘ 12707

ADODPTED SEOVICES BY METER SIZF
(all classes)

Meter Size
5/8" % 3/6 | ‘ | ' - services
| 374" |
1T
1-1/2"
: 2"
3"
6" .

FLAT RATE SERVICES

- Nurber
1983

Single - Family residential unit , 1,189
Commerzcial Launderette - L 1l
Store. ' ' K o 37
Apartrment ' ' _ oo 59 - -
Total | - | | 1,286

Additional single-family residential unit _ , ‘

on the same premises = ‘ 62 -
Addfitional apartment unit ‘ 246 - .
Square fectof premises in excess of 9,000 sq.ft. 162,646 .

{ncludes 37 washing machines
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-

| . ‘ ' ' ADOTED TAX CALCUTATIONS -

21923
Adopted Rates’ .
ceFr . EIT

_Operating.Rgvcnues3 l/¢ \ 5230,599" S ‘5255;590; i
Deductions : » ' ‘ L Coa
0 Expeases | c C 193,810 4 193,810
‘Tﬁxé§' :h¢:-Thhn Incotie . _ 13;7701 ,}7 o ;3;77b;.5w
Tax Déorectation | 8,030 84030,
© Sebtotal Deducttons CCFT 215,610 S
 Taxable 'ftrig;qmé-ﬁgc;:_"-ccrz o %,980° .
CCFijﬁr, o : ‘ ‘ . ‘ | 1144dy' - ‘1}44Q  x
Subtotsl Deductions T L e
Taxable Incdme[for‘fITj ‘ o | . o "’ . ‘ 13;54§1§§7'
2 oz
Total FIT - - | “’ : z;qui.i o

s

Do not include receivesr surcharge.

~ (END OF APPENDIX B} .




