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S? 11 054 Decision ________ __ NOV 2 51987 

BEFORE ~HE PUBtIC UTltI~IES COMMISSION' OF THE STATE OF CALIFORN~A 

In the Matter of the Application ) 
of Ponnqrovo Wator company for a ) 
general rate increase tor water ) 
service of 35% in the unincorpo- ) 
ratea area of Penngrove in Sonoma ) 
County~ ) 

-----------------------------) 

Application 86-ll-027 
(Filea November 19, 1986) 

,zohn BT powney, for himsel~, Qba Penngrove 
Water company, applicant. 

~orge Nitzberg, for West Penngrove water 
Association, protestant~ , ' 

Mark J. BartSOO, tor California Department 
of Health services,.an~ Sol tiShm~D, for 
Penn~rove water Committ.ee, interested 
part.:J.es. " 

Kathleen Kiernan-Haxxinst2'o, Attorney at Law, 
for the Evaluation and. ,compliance ])ivision'. 

OPINXQ!-l! 

Introd.!leti2.U 
~hi$ application was originally a draft advioe letter 

filing seeking a ~S% increase in applicant John S. Downey's 
(Downey) rates.. (The title, block is incorrect; it should, show that 
Mr. Downey operates the utility systems in, question using 
Penngrove water Company as a business name.) The proceeding was 
converte~ to a for.mal applioation on the reoommendation of the 
commission's Water utilities Branch staff (staff) after objection$ 
were raised by penngr~ve Water Advisory Committee (PWAC),l and 
the california Department of Health Services (DBS) .. 

1 PWAC consists of a group of five area residents appo,inted by 
the Coun.ty Board of Supervisors. Its original purpose was to " ' • 
review the possibility of organi~ing aaistrict to condemn and 
take over applicant's plant .. A,decision has been reached not to. 
take applicant's system by eminent domain •. During this proceeding, 
the PWAC served. to represent consumer interests' directly and to. ' 
encourage individual customers to make statements. ' ' 
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There are two physically separated systems, the Penngrove 
system proper (288 connections) which uses water purchased from the 
Sonoma County Water Agency and the Canon Manor system (64 
connections) which relies on well water. The service area includes 
the community of Penngrove and near~y territory in Sonoma county. 

Atter this matter was converted to a formal proceeding 
and a processing schedule was issued~ statf encountered 
difficulties in reviewing applicant's records. Consequently, the 
schedule was delayed at applicant's request to enable him to. locate 
and present records to support his rate ~ase and expense claims. 
When the documents furnisheCl were found inadequate to permit an 

, I 

analysis of applicant's claims, additional time was allowed for 
staff to audit and reconstruct applicant's financial reco~ds. 

Hearing was held in Penngrove Defore Administra~ive Law 
Judqe (AU) cilman on May 2". The purpose of that day's afternoon 
and evening session was to receive comments from interested 
customers. On May 27 each of the appearances s',mmarized its 
position; l5 individual cons:umers also- made statements on~ their own" 
behalf. DRS :made its full presentation on that day.. A se<?ond clay 
of hearing for technical evidence was held in san ~ancisco on 
May 28. 

The proceeding was~ taken under, submission on July i after 
the tiling ot briefs by staff and applicant. DRS and PWAC did not' 
file briefs. Applicant did not file a late-filed exhibit as 
directed by the 1\LJ.. The exhil>it was intended to- demonstrate that 
applicant had (or had not) published notice of the hearing .. 

There was little' opposition by individual consumers to a' 
rate increase ~r se. However, most were concerned that applicant 
would not use the added funds to. make' needE~d ilnprovements in his 
system. The existing sys~em., according to them" includes 
undersized mairs; improper sizing contributes to. loss or pressure, 
especially on hot days. They contended that any significant 
increase should be conditioned· on system improvements. They al~ 
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recommended that applicant's efforts to correct system deficiencies 
be closely monitored. 

'I'he con:E>'l.Uners were also concerned about a recent incident 
in which a water sample showed contamination. 'I'Wo customers noted 
that applicant had delayed informinq consumers ot the contaminatio~' 
problem. 'I'hey stated that the applicant had not tested his water 
reqularly. 

Several customers stated that applicant was very slow to 
fix leaks, resulting in a great loss ot purchased water. 

One customer made a statement on behalf of a qroup of 
customers who had advanced moneys tor a main extension. According 
to the spokesman, the applicant had. not made any pa:yment~. as 
required by the :main extension agreement.. He also, noted that the 
water pressure is so low on hot days that these customers cannot 
take a shower or wash dishes. He also contended that water 
pressure was inadequate to meet tire tlow requirements of the local 
fire district. He also complained ot shoddy maintenance and 
fai'lure to tix leaks properly. 

Several customers complained that there was no local 
telephone nwnber for the utility ~ In order to report a leak, or 
make any inquiry about service or billing, utility custo:c.ers must 
make a toll call to- applicant's home • All too often they must 
leave a message on an answering machine. Applicant frequently 
tails to call back. 

OHShas imposed a moratoriwn on new connectio~,> by this 
utility because he has tailed to meet DRS requirements to uP9x:aae 
the system. In particular, DRS wants a standby pump and' power-, 

" ' 

supply tor the single well serving canon Manor system.. It also 
wishes to- have the results ot a pump- test on the Canon Kmor well. ,

DKS supports the customers'- recommendation' tor a locar, 
telephone number. It also, ,supports astatt recommendation that, we". 
require a sharp- reduction in the alDountof un4ccounted f·:>rwater.; 
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It also supports the staff proposals for replacing undersized, 
leaky mains. 

OHS notes that the company has adopte~ adequate plans tor 
cross-connection control, but is concerned that the plans have not 
yet been fully tmplemented. 

In correspondence introduced in evidence~ OHS raised 
other issues. Applicant's employee has not been certified or 
applied for certification as a water system operator. There were 
several deficiencies in the manner in which applicant procures 
water samples for testing_ Applicant bas not prepared or submitted 
a water quality monitoring plan such as DRS requires of all system 
operators. 

Staff, in an exhibit introduced in San Francisco ~ 
contended that: 

1.. Applicant should be ordered again to 
establish and maintain the' balancinq 
account ordered by Resolution W-3293. 

2. Applicant sbouldiagain be ordered to 
com~lete the improvements ordered in 
Decl.sion (DI.) 90426· with the followinq 
modification and 'addition: 

3. 

4. 

a.. The l-.lneh main on Ronsheimer Road 
should ,be replaced with at least a 
6-inchmain. ' 

b.. 'rhe existing, undersized mains along Old 
Redwood Highway between Ronshe~er Road 
and Goodwin Avenue should be replaced' 
with 8-inch mains. 

Applicant should alsO':be ordered to seek a 
loan throu~b. the Safe Drinking Water Bond 
Act (SDWBA) to finance the ilnprovemen'ts. 

, , 

Applicant should be encouraged to continue 
his prograJD. of meter replacement as funds 
become available and to repair leaks in a 
timely fashion; staff' recommended that 
unaccounted water, be set at 8%, well below 
the 25% experienced by the applicant in 
1986 • 
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s. Applicant should be ordered to install a 
toll-free teleJphone service fo·r the 
Penngrove area. Staff argued that this 
could. be accomplished without cost to 
applicant by making available the telephone 
nUlllber of the serviceman presently located 
in the Penngrove area. This telephone 
number should be placed in the next 
telephone directory and be included on the 
bills. Proof of this installation should 
be submitted to the statt within 30 aays of 
this order. 

6. Rates autho~ized in this proceeding should 
be based on the staff's estimated. expenses 
and rate base for 1987. 

7. The adopted rate design should conform with 
the current commission water rate design 
policy. 

S. A rate of return of 10.25% should be 
adopted. 

Applicant :made no effective rejoinder to the staff, 
adjustments and estimates other than to assert that his own rate 
base figures were reliable. He still maintains that the 
Panngrove/canon Manor operations lose money. He also made a 
comparison study to show that his rates were low in comparison to 
other nearby water utilities. In his brief,. he disclosed tor the 
first tilne that he owes a large sum to, the County Water Agency-for 
purChased water. 

DISCtlS§.lON 

1:. Balancing Account' 

A. water waste and· the Purchased 
'JfA1alr WAnSCing' Ac:co.gnt . 

On November 13" l~SS applicant was granted a rate 
increase (Resolution W-3293) to· offset the cost of purchased water • 
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The resolution oraered applicant to maintain a balancing account 
pursuant to PUblic Utilities (PU) Code § 79Z.~. However, the 
evidence indicates that applicant failed to comply. 

The staff reconstructed a balancing account. According 
to its figures, the amount of overcollection was $81. Since the 
sum was so small, staff recommended that there be no flow-through 
to customers. However, staff recommended that applicant again be 
ordered to establish a balancing account with an initial balance of 
$81 as of December 31, 19S;6. 

Staff notes that applicant is unable to· account for 
roughly 25% of the water he pumps or purchases. It states. that 
other utilities, on the average, are unable tOo account for Ilo. more 
than 8% of their water. It concludes that applicant has allowed 
exeessive water loss by failing to fiX' leaks quiekly,. and by 
failing to replace or repair broken meters. 

In order to· encourage h.il!I. to reduce water waste and thus· 
reduce costs, staff has reduced its ratemaking allowance tor 
unaccounted for water from the historical 25% to- 8%. (Staff did 
not lnake a comparAble adjustlnent in electrical cost; however" 
applicant could achieve a similar benefit by redueing pumping costs 
for canon Manor if he will fix leaJaI.and bro)(cn meter~in that 
system.) 

Staff has not reconciled its recommendations. Its 
proposed expense disallowance' assumes that applicant will bear 
(and thus try to minimize) the economic burden of excessive water 
losses. On the other hand, instituting a balancing account assumes 
that both over- and undercollections will. be passed through to. 
consumers. Flowinq through the savinqs from better leak detection, 
or meter replacement would not encourage applicant to vigorously 
pursue either activity. 

We will therefore rejectsta!t's recommend.ation that the, . ! 

balancing account be ins"eituted but will adopt the cli~llowance •. , ~: 
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Applicant will be required to distribute the $81 account balance tOo 
customers who are served with purchased water. 

IX - The Audi 1; 

Staff, as a result of its aud:Lt, proposed to restate 
applicant's balance sheet accounts tOo: 

a. Disallow certain claimed plant additions: 

b. Adjust accumulated depreciation of water 
plant; 

c. Reduce the Material and Supplies account: 

d. Increase the ~ount Oof Advances for 
Construction: . 

e. Increase the ~ountOof Contributions in Aid 
of Construction: and. 

f. 'Increase the amount ot alnortized 
contributions • 

In evaluatinq the Water. Plant account, staff found that 
expenditures for plant,. particularly in 1986,. were the su»ject ot 
contradictory documentation. In addition, statf noted that 
applicant had included in his Plant accounts a tract of land not in 
use since 1916 and subsequently sold in 1985. Statt W,1S also 
un~le to verify some $2:4,000 Ootclaimed plant additiol:'lS for 1976. 

Accordinqly, staftrecomlUended tl::l,at the account be adjusted 
downward. 

Thea company also claw. a second· well: as of the date of 
hearinq the well was not used. Since applicant conceded that it 
would not be placed in service ~til modifications were made,. S-btt 
recommended that the well and' it~~ related· depreciation be accounted . 
for as nonutility plant. 

There was no dOC'Ull1entation of certain claime:a! aclclitions 
to TransportatiOon Equipment. There were similar problems in the 
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Other Equipment account. Again, staff recommended downward 
adjustments. 

Staff concluded that the 1% depreciation rate which 
applicant began using in 1985 and 1986 was unrealistic. A staff 
engineer recommended that a 2.42% rate would be reasonable. USing. 
this rate~ staff proposed to adjust the Water Plant account 
balance. (Staff~s recommendation for test year depreciation 
expense allowance also used this rate.) 

In evaluating Materials and Supplies, staff found that 
applicant had failed to conduct regular inventories, that he 
commingled equipment for his Kenwood system, and that his records 
were generally insufficient to support his clailns. 

Applicant did not report that any of his plant had :been 
financed :by contri:butions~ rather than with his own funds. The 
audit, however, revealed that substantial portions of the claimed 
water plant should have been recorded as con~ibuted. Staff found 
that there were $S7,796- of pre-19S6, and $6-,30S of 19S6· . 
contributions. Staff also recommended comparable adjustlnentsto 

, 

amortization of contributions., using the salIle' rate as used :for 
depreciation. 

Staff was unable to verify the majority- of clailned 
refunds on advances for construction. It therefore concluded that 
advances tor construction s~ould be increased:by nearly $32,000:. 

. . 

It reported that the correct, balance at 1986-' year-end should be' 

I, , 

, 

" 

: $83,47Z. I • I. 

The adj ustlnents to the balance sheet accounts are 
sUllll'narized in the table which follows: 
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summary of Audited Adjustments on Balan~e ShQCt AcCount~ 

Water Plant in Service 

Intanqible Plant 
Lanel 
Structures 
Wells 
Pu:mpinq Equipme:nt 
Other water Source 
Water Treatment Pl~t 
Reservoirs/Tanks 
Water Mains 
Services & Meter Install. 
Meters 
Hyclrants 
Other Equi~ment 
Office Equl.pment 
Transportation .Equipment 

Total Plant in Service 

Accumulated Depreciation 

Materials & Supplies 

Advances for construetion 

contribution in Aiel 
of Construction 

Aecumulated Amortization 
of contribution 

As of 
As of pecember 31« 1985 12{31/86 ... ; 

Utility Staff pifference~ Staff 

$ 750 
4,000 

834 
9,945 

13,579 
22,502 

362-
4,271 

247,298 
19,98:1 
lO,773 

6,62'0 
1,450 

178 
5,899 

348,442 

78.,2'71 

600 

52",4'7& 

o 

o 

$ 0 
4,000 

834 
2-,823 

l3,579 
22,502 

362-
4,27l 

222,727 
19,981 
10,773-
,6,620 

o 
178. 

Q 

30S,650 

74,~~1 

o 

84,207 

87,79& 

6,623 

(Reel Figures) 

- 9,:-

$ (750) 
o 
o 

(7,122) 
o 
o 
o 
o 

(24,571) 
o 
o 
0, 

(1,450) 
o 

(5,899) 

(39,792) 

(3,610) 

(600) 

31,731 

87,796 

6,~23 

$ 0 
4;000' 
1,195 
2,823- " 

13,.579' " 
30,3l5· 

362- .". 
4,27l 

22'2,727 ":, 
19,98:1''.'' . 
l3,49l.~ .. 
6,620," 

0' 
17'8. ; 

o 
3l9' 542' , , 

83,472 

94,l.01 " 
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The followinq table summarizes the auditor's adjustments 
to 1986 and earlier recorded expense accounts., The 1984 and. 1985 
adjusted fiqures were considered in conjunction with 1986 recorded 
tiqures to c1evelop the 1987 estimated expenses. 

~sults 9.t Audit - ~nses 
v21ume-B~1m;~ ExDen~~~ 

Reported t!1f:l:~t~1l~~ A!.1g1j;~£' 

19S4 $41,332 $: (289) $41,043-

1985 46,079 660 46,739 

1986 49,000 (2,267) 46,733-

No~2lJ.1m~~l~ Expen~~~ 
1.984 $ 7,69S $- 2',13-0 $- 9,8.28. 
1985 9,026 (4,8:72) 4,154 
1986 9,400 (3-,117) 6,283 

As2:IIIin;i.l:ltJ3lt m it ~neml ExDeDB§. 

1984 $28:,839 $- (6,778.) $22,061 

1985 30,032 (15,799) 14,2-33-

198.6 3l,0~S (9,99S) 21,047 

The 1986 auditec1 expense figures are detailed in the 
ta))le labeled "Expenses.... below .. 

xxx. E'~UCs or !Mmtisms 

A. Reve~ 

Applicant esti'lnated :that, his 19:~6' revenUe would be 

SSl,OOO. staff found that aetUal recorde~i revenue 'was-over 10%, 
hi9her. Statt estimated that ;l987 rev""nUI9. would remain 
approximately the salne as ree6rded 19S6~ This 1987 'estimate! did 
not include any revenue increase from replacing broken. meters • 
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B. Expenses 
. Staff treated income taxes, including test year 

e~~timates, as above-the-line expenses. As shown by the table below 
we have calculated state and federal taxes using the staff
recommended revenue requirement. 

~ TAXes 9D statt-R<xcommeDAAsl Rates 
(1987 Test Year) 

lli.m ~ 

operating RevEmues $92',320 

Operating Expenses 74,140 
Property Tax 2,000 
Payroll Tax 1,a10 
Interest Expense 0 
Tax Depreciation 5,82'0 
State Income Tax 

Subtotal Deduction. 83,770 

State Taxable Income S,S-SO 
State Income 'I'ax at 9.6-% 821. 
Federal Taxable Income 
Federal Income Tax at 15% 

Total Income Tax 

."fI:I 

$92',320 

74,140 
2-,000 
1,8:1.0 

o 
$,82-0 

8'21 

84,591 

7,729 
1,.159 

1,98.0 

Staff recommends that we apply the 1986 tax law in this 
proceedinq. . The effects of 1987 tax law changes should :be handled 
separately aS,determined by·the final.decision in Order Institut:i:.n9' 
Investiqation86-l1-019 .. 

The staff's. purchased water adjustment has. been discussed, 
above~ Staff',s other 198.7' expense estimates were developed after 
consideration. of the audited figures from the prior three years. 
'l'he 1987 estimates relied on enqinec;z:::Lng judgment as well as 
trended historical data. The staff' used' 3.4% for labor cost 
appreciation and 2' .. 6% tor nonlabor cost appreciation. 

'I'he most signifieantdifferences between applicant's 
estimated 1986 expenses and staff's estimatec1 1987 expenses are: 
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1. The adjustment to purchased water discussed 
above under *Balancing Account.* 

2. Pensions and Benefits: since the audit 
found no outlays in previous years, staff 
projected a zero cost for 1987. 

3. Re9Ulatory commission Expense: applicant 
erroneously included the PUC Re~ursement 
fee in this account. 

4. General Expenses: staff's estimate was. 
based on the audit. It is not clear how 
applicant developed his est~ate. 

5. Protessiona1 Services: statt used a three
year average. . 

6. uncollectibles: the staff auditors found 
no entry for uncollectibles in past years. 
Staff argued that applicant can continue to 
avoid uncollectible losses byrequirinq 
deposits under its RUle 7. 

The followinq table compares applicant's est~tes of 
operating expenses for 1986 with the audited figures. Italso 
includes the staff's esttmate for 1987. In, all accounts, 
applicant used its 1985 recorded expenses as its estimatect expenses 
for 1986; he did not· submit estimated expenses for 1987 • 
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• J!iXpeDses 

~~~X: l.SHl§ Est imated Xe~x: 1987", 
Applicant 

Applicant Staff Exceed.s 
~ Estimat~d Audited 4)Ydited Applicant ~, 

Purchased Water $45-,000 $42,574 $2,426 
Purchased Power 4,000 3.,SS2 44S 
Other Vol .. Related §QZ C§21.) 

Total volUl1l.e-
Related Exp-. 49,000 46,,733 2,26-7 

Employee Labor 5,900, 2,463 3,437 
Materials 1,000 1,12S. (125) 
Contract Work 0 921 921 
Vehicle Expense ~.~QQ :l.IZ2~ 7~~ 

Total Nonvolume-
Related Exp. 9,400 6,283 3,117 

Offiee Salaries 5-,070: 3,3-57 1,713 
Manaqement Salaries 9,100:: 3,120 5,980 
Pensions & Benefits 1,33,S., 0 1,335- -' uncollectible 500 0 500 
Office Services & 

• . Storage Rental ' 1,800: 0 1,800 
Office Supplies 

& Expenses 900 1,46-8 (568:) 
Professional services 1,500 2,687 (1,187) 
Insurance 225- 294 (69) -' 
R~. Comm. Exp. 1,750' 1,361 389 
General Expenses , 1. ~QQ' 12- l.. ~~l ' 

'total Admin. & 
General EXpenses 23,680 12,306- 11,374 

Total,Operatinq 
Expenses l~2,080 65,322 16,758 

(Red Figure) 
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The following table shows a comparison o·f the staff's 
estimates for the years 198& and 1987 and the applicant's proposal 
for 1986 at present and proposed rates: 

Opere Rev. 

Expens,s 
opere Expo. 
Prop. Taxes 
Payroll Taxes 
Oepreciation 
Income Taxes 

Total Exp .. 

Net Oper .. Rev .. 
Rate ·Base 

~rmmary of EaX])ing~ 

Applicant Staff Adj~sted 
Present ProposecL Present Proposed. 
Ra~es -Eates Rates Bates 

Estimated ~Ar 198§ 

$ 81,000* $109,350 $90,590* $122,300 

8.1,545 82,080 
2,150 2,l50 
2,250" 2,250, 
3,500 3,500 

Q 2 

89,445- 89,9810 

(8,445-) 19,370 
2l5,.l62 215o,l62 

6's',322 
2,309 

747 
5-,3.48 
J.§Z:7 

77,553 

13,037 
70,753., ' 

65-,322 
2,309 

747 
5,348 

11·730 

85-,456-

36,844 
70,753. 

Applicant Exeeeds 
AQj.301stcsl 

(9,590) (12,950) 

16,223 
(159) 

1,503-
(1,848) 
q,§27J 

11,892 

(21,482') (17,474).: 
144,.409 14,4,,409: 

Rate of Return 52 .. 07% (Loss) '9 .. 00% l8: .. 43% N/A (43_,()7%)~,,' 
, " 

Oper. Rev. 

Expenses 
Oper. Exp. 
Prop.. Taxes 
Payroll Taxes 
Oepreciation 
Income Taxes 

Total Exp .. 

Net Revenue 
Rate Base 
Rate of Return 

Estimated YeV 1287 - Statf 

91,200 l2'3,100 

74,l40 74,140 
2,000 2,000 
1,810 1,810 
5-,820 S,S20 
1,72Q 9,43Q 

85-,490 93-,200 

50,710 29,900 
64,100 64,100 

8:.91t 46.6-5% 

('Red Figure), 

*Applicant's tigurea are estimated: 
staff's is the recorded actual revenue • 
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IV. Investment and Rate Base . 
A. utility Plan1; 

As can be seen from the accompanying table, the principal 
differences between utility and statf figures were the auditing 
adjustments Qiscussed above and a disallowance of ~9S& plant 
additions of roughly $22,000. The staff's adjusted 198G figure for 
additions is based on recorded data~ applicant's higher figure was 
an estimate .. 

Applicant did not provide a test year estimate; the 
staf:f's estimate of average test year plant was. $319,542. 

Utility Plan1; 

1985 Beginning-of-Year utility 
Plant 

Additions 
Retirements 
Audited Adjustments 
End-of-YearUtility Plant 
Average Year utility Plant 

1986 Beginning-of-Year Utility 
Plant* 

Additions 
Retirements 
End-of-Year utility Plant 
Aver~Lqe Year utility Plant 

1987 Beqilminq-of-Year utility 
Plal:lt 

Ac:ldi'cions 
Ret1:rements 
End-lot-Year Utility Plant 
Aver,aqe Year Utility Plant 

Applican:t: 
Estimate~' 

$324,. 9€>S; 
23,477 

O! 
01 

348,.4~~2: 
33&,6Ss! 

348-,442 
33,.201 

0, 
381,.649 
365,.046 

-, 

statf 
Audited' 

$324,965-
23,.417 

o 
(39,. 792) 
308,650, 

308,.65O i 

10,.982' 
o 

319,.542 
314,096, 

Stat! 
Estimat~ 

319',542 
o 
o 

319,~2 
l.19,~2 

*Recorded 1986· Annual Report. 
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B. Rate Base 

Rate base is the amount which a utility has invested in 
its business. It can earn only on that portion of its plant ~d 
other assets which represents its own investment. 

The major difference between staff's and applicant's 
revenue requirement is caused by the staff's reduction in pr,e-1986 
rate base. As can be seen from tbe accompanyin~ table, applicant 
claimed a rate base in excess of $21S,000 for 1986; the stat! 
adjustlnents reduced this by over $144,.409. Projecting the rate 
base into the 1987 test year reduced rate base by another $6,653. 

Accordin~. to the auditors, much of applicant's claimed 
investment in the company was actually advanced by sulXli viders or 
consumers. Except to the extent that a utility repays such 
advances, it cannot earn ie. return on plant financed in this:manner. 
According to staff, another larqe sum which applicant claimed as 
his own investment was actually contributed.· A utility's owners 
cannot earn on plant contributed by others. 

The tollowinq table compares applicant's and staft's ! 

estimates of depreciated rate base tor 198:6- and the staff's i 

projection tor 1987: 

,. 
I 

! 
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Rate B.ruz~ 

App1i~t 
Applicant Staff Exceeds 

~ ~ Estim~;;ed Es;;ima;;~~ Statt a¥ ... 

1986 Averaqe Plant $~36,6S-S* $~14,097 $ 22.,592 
Averaqe Depreciation Reserve 70,149 78', 4 l:3- (8,.264) 
Net Plant 26&,539 235, &S~ 30,856 

Less: Advances 52,477 89,154 (36,677) 
Contributions 83,416- ( 8:>, 4l. Q. ): 

Plus: workinq Cash 500 7,040 (6,.540) .... 
Materials & Supplies 600 600 0:·· 

Rate Base 2'l5-,162 70,753- 144,.409 

Erojeeted 

1987 Averaqe Plant 319,540 
Average Depreciation Reserve a5,98:0 
Net Plant 233,560 

Less: Ad.vances 94,100 
contributions 84,750 

Plus: Working cash S.,790 
Materials & Supplies 600 

Rate Base 64,100 

.Applicant used 198"5· recorcled figures for 198:6 rate ~se~ 

C.. J)epreeiAtion 
The following table compares applicant's and. staff's 

calculation of d.epreciation reserves. In addition to correctinq 
the calculation error in clefend.ant's beqinninq balance, staff also 
aclj ustecl the beqinning reserve. to correct the balance as explained. 
in the discussion of the aucl:i t. the amount of the adj us'bnent was· 

$7,278. 
As noted above,. staff. applied. a 2 ... 42% depreciation rate 

to· the calculation of reserves and. of amortization from198:S on 
instead of applicant's 1%. The staff rate was also" applied. to.a 
calculation of e~preciation expense,.. producing a hiqher fiqure than 
applicant's ... 

- 17 -
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~PreCiA~ion Reserve 

~ ~ 

198$ Beginninq-of-Year Balance 
Depreciation Expense 
Amortization of Contributions 
Net Retirements 
End-of-Year Balance 
Audited Adjustments 
Adjusted End-or-Year Balance 
Average Depreciation Reserve 

1986 ,Beginning-of-Year Balance 
Depreciation Expense 
Amortization of Contributions 
Net Retirements 
End-of-Year Balance 
Average Depreciation Reserve 

1987 Beqinninq-of-Year Balance 
Depreciation Expense 
Amortization of contributions 
Net Retirements 
End-of-Year Balance 
Average Depreciation Reserve 

'Applicant 
Estimated 

$62,027-
3,437 

78,272 

78,2'72' 
70,149 

78,2'72' 
3,769 

82,,04l 
80,156 

(Red Fi9'U%'es) 

Staff 
Audij:ed 

$74,83-5 
5,348 
l,756 

8l,939 
(7,278) 
74,66:1. 

74,66l 
5,685-
1,819 

82,l65-
78,4l3. 

Staff 
Estimated 

82,165-
5,817 
1,819 

89,801 
8:5.,983-

-Incorrect figure used by applicant. 

D. WOrking cash 

Applicant 
Exceeds 
Audited 

(l;911) 
(1,7~) 

(3,667)' 
7,21$ 
3,6:Ll' 

3,6ll ,"; 
(l,916) 
(1"S'19) ,'. 

(124):' ," 
1,743" , 

-, 
-' 

Applicant claimed a working cash allowance of $500 with " ' 
no supporting calculation. The higher staftfigure was developed 
using Standard Practice 0'-l6~ 

- 18 -
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v. Adgpted Ra.,.tes 

A. Rate of Return 
Applicant did not request a specific rate of return. 

Staff pointed out that the no~al ranqe of rate ot return for s~all 
water companies is lO.25% to lO.75~. Staff recommended that the 
Commission adopt the low end of the range, because of applicant's 
history ot poor management and service problems.. 

We have adopted the staff's recommended rate of return. 
B. R§YellUe Reguirement and Rate Design 

Applicant's operation, even under eurrent rates, could be 

e.~eted to qenerate a modest re"::urn, if be is able to. control 
expenses, partieularly those for purchased' water and power. To 
increase his return to the adopt,ed rate of' return will require an ' 
increase of $1,l20 or l.2'3% over the reven1le at current rates. 

The following table- explains, the i
, level of rates adopted.: , 

Adopted :Rates : 

tstjmated Expenses and'Reyenues ";'Xest y~ 1287 

Revenue at current Rates 
·Increase 
Revenue at Adopted Rates 

Operatinq Expenses 
Property Taxes 
Payroll Taxes 
Income Taxes 
Depreciation Expenses 

Total Expenses. 

Net Income 
Rate Base 
Rate ot Return 

- 19 -

CUrretllt Bates 

$91,200 

l,,720 

Adopted Rat~s ' , '," 

$ 1,120 
9-2,320 

74,l40 
2,.0-00 
l.,Sl.O 
1,980, 
5.820 ' 

SS,7S0' 

6-,,570 
64 ,1.00 i 

lO· .. 2s.t 
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~nngrove pi~ri~ 

Comparison 0: Rates 

Metered.. Service 
Per Heter ~r M2nth 

service Charge: 

For 5/S 
For 
For 
For 
For 
For 
For 

x 3/4-inch meter 
3/4-inch meter 

l-inch meter 
1-1/2-inch.meter 

2-inch meter 
3-inch meter 
4-inch meter 

Quantity Rates: 

First SOO cu.tt., per 100 cu.tt. 
OVer 5000 cu.tt.,., per 100 cu.tt. 

Present.. Recommended. 
Rates Rates· 

$ 3.00 
4.40 
6.00 
8.00 

10.80 
20.00 
27.20 

$ 3.00· 
4.40 
6-.00: 
8.00' 

10.80 
20.00 
27.20' 

CQlparison otB1115* 

Usage Prosent Recommended Amount Percent 
109 CU.Ft. Bills Bills ,Increase IJl¥reas¢ 

0 $ 3 .. 00 $ 3.00 $ 0' 0 
S. S.lO 8- •. 45· 0.350 4.3 

10 14.40 14.7S- 0.35 2-.4 
15 20 .. 70 21.0S. 0.3S 1.7 
17 (Avg.) 2'3.22 23.57 0 .. 3S. 1.S', 
20 27 ... 00 27.3$ 0 .. 3S 1.3· 
lO 39.60 39' .. 95- 3.35 0.9 
40 52 .. 20 52' .. 55- 0 .. 35 0.7 
SO 64.80 65.1S 0 .. 35, 0.50 . 

100 127'.80 128.15- 0.3S 0.3, 

*For a. 518 X 314 inch·meter .. 
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v. Asiopted Bates 

h. ~e 9.t R9:tcY.r.n 

Applicant did not request a specific rate ot rot1lrn. 
Staff pointed out that the normal range of rate ot return for small 
water companies is 10.25% to 10.7St. Staff recommended that the 
Commission adopt the low end of the range, because of appl'icant's 
history of poor management and service problems. 

We have adopted the staff's recommended rate ot return. 
B. Revenue Requiremgnt Md RAte Desig:o. 

Applicant's operation, even under current rates, could l:>e 

expected to generate a modest return, it he· is able to control 
I 

expenses, particularly those for purchased water and power. To 
increase his return to the adopted rate of return will require an 
increase of $1,120 or 1.23% over the revenue at current rates. 

The tollowinq table explains the level of rates adopted: ' 

Adopted· Rates 

Est;ima1;§d Expenses and Reyenues -' Te§.t Year 1987 

Revenue at current Rates 
·Increase 
Revenue at Adopted Rates 

oPerating Expenses 
Property Taxes 
Payroll Taxes 
Income Taxes 
Depreciation Expenses 

Total Expenses 

Net Income 
Rate Base 
Rate of Return 

- 19 -

current Rate~ 
$91,200 

1.,720 

AdoPted Bates 

$ 1,120 
92,320 

74,.140 
2,.000 
1,810 
1,98:0 
~,829 

85-,750 . 

6.,.5-70, . 
64,100 ". 

10.25% 
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To fully conform to current commission policy on rate 
design, (cf. 0.86-05-064) applicant's rates should recover at least 
50% of fixed. costs from the service charges; no single class of 
customer should receive an increase significantly larger than other 
classes. 

In this case, the revenue increase is so small that a 
rev~s~on of applicant's rates to meet policy standards is not 
possible. Consequently, we will adopt a rate design wllich 
increases the rate for corsumption under 500 hundred cubic feet 
(Cct) from $1.02 to' $1.09 per Ccf in the Penngrove districe and 
:from $0.09 to $0.13 in the canon Manor system.2 For most 
Penngrove customers this will mean an increase of $0.35 per month. 
In canon Manor the increase tor most customers will be $0.20 per 
month. 
e. Bill ComparisSlD 

The following tables compare rate and customer bills 
under present and staff's recommended rates for both Penngrove and 
canon Manor: 

2 None of the parties challenged the differential l:>etweenthe 
two systems; it is based on the d;i.fference between the eost of 
purchasing and the cost of pumping water. 

- 20-
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Metered Seryiee 

~nngrove District 

~mpaxjson of Bates 

Per Meter Per Month 
Present Recommended 

Service Charge: Rates Rates· 

For 5/S x 3/4-inch meter 
For 3/4-inch metter 
For l-inch meter 
For 1-1/2-ineh,meter 
For 2-inch meter 
For 3-inch meter 
For 4-inch meter 

Quantity Rates: 

First 500 cu.ft., per 100 cu.ft. 
Over 500 cu.ft., per 100 cu.ft. 

$ 3 .. 00 
4.40 
6.00 
8 .. 00 

10.80 
20.00 
27.20 

~OIIDaz;:1§sm2f D:i.llZ'i* 

'Osage Present Recommended Amount 
100 CU·Ft. Bills Bills Inerease 

0 $3.00 S 3.00' S O· 
5 8.10 8:.45- 0.35 

10 l4.40 14.75; 0,.3S 
15 20.70 2'1. oS: 0.35-
17 (AVrJ· ) 2'3.22 23-.5.7 0.35-
20 27.00 27 .. 35- 0.35 
30 39.60 39' .. 95 3.35-
40 52.20 52'.55 0.35-
50 64.80 65 .. 15- 0 .. 3S 

100 127'.80 128.~S 0.35-

*For a 5/8 x 314 :!:nch,meter. 
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$ 3.00 
4.40 
6.00 
8.00 . 

10.80 : 
20 .. 00 . 
27.20 

Percent 
Inetease .• 

0 
4.3 
2.4 
1.7 
~.s. ' 
1 .. 3 
0.9 
0.7 
0.5 
0.3 ,I!, < 
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Canon H,mor oistx:i£t 

Hetered s~roee 
Per Heter Per Month 

Present Recommended 
Rates R~es - i 

For 5/8 
For 
For 
For 
For 
For 
For 

x 3/4-inch meter 
3/4-inch meter 

l-inch meter 
1-l/2-inch meter 

2-ineh meter 
3-inch meter 
4-inch meter 

Quantity Rates: 

First 500 cu.ft., per 100 cu.tt. 
Over 500 cu.ft., per 100cu.ft .. 

$- 3.00 
4.40 
6.00 
8~.00 

10.80 
20.00 
2'7.20 

0.09 
0.60 

~OIpAxiS9n ot Billg* 

U'saqe Present Recommended Amount 
100 CU • .Ft I Bills Bills Incre~:;:e 

0 $- 3.00 $. 3.00 S- O 
5 3.45 3.65 0.20 

10 6.45 6.6S. 0.201 
lS 9 .. 45- 9.65- 0.201 
20 12.45 12.65 O.20! 
20.2 (Avq.) 12.57 12.77 0.2'0) 
30 18.45 la..6S 0.20: 
40 24.45- 24.65- 0.2'0: 
50 30,.45- 30.65- 0 .. 20 

100 60.6S 60.65- 0.201 

*For a 5/8: x 3/4 inch meter .. . 
D. .sll1PU1d the RAte Increase be conditi9M1? 

, 

$ 3.00 
4.40 
6,.00 
8.00 

10.80 
20.00 
27.20 

0.13 
0.60 

Percent 
;Olcrea3· 

0 
s..a 
3..:1. 

. 2'.1 ' 
1.6-
1.6 
1.1 
0 .. 8: 
0 .. 7 I 

0.3 " 

DRS, PWAC, and several customers recommend~ that any 
rate increase be withheld until applieantmake~ade~ate proqress 
toward replacinq substandaro.plant.. This might. have been an 
etfective tactic it the facts had justitied. a large linerease. 

" I 

However, it is not likely: that an increase of less than $100 per 

- 22 -
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month will prove an effective motivator. We have therefore decided 
that the rate increase should be unconditional. 

v:t. Servi,ce and..svstem Deticiencie:r 

A. Service 
Staff conducted its field survey during october 1986. 

Because ef this. timing, usage was low, and staff did not have an 
opportunity to. observe the pressure and supply problems reported by 
consumers. However, statt did note that the utility had failed to.' 
replace runs of undersized pipe or to loop dead-end mains as 
ordered by D.90426. 

In D.90426 the Commission ordered applicant to. make 
ilnprovements in his plant. Staff reports that only two of the 
seven ordered improvements have been made. While conceding that , 

some pressure problems :may be due to. elevation; staff states that ":, 
completing the ilnprovelllents should, solve most reported problems • 

,. ' 

Ondersized and dead-end.mains may not be the cause of all 
pressure'problems. 'rhere is some indication that deliveries. ot 
water to. the Penngrove systelll from the Sonoma aqueduct are 
sometimes made at low pressures during periods of peak usage. 

PWAC also, complained that the utility had not complied 
with the commission orcier in D.90426~ It supported the staff, 
recommendations. 

, DRS also has a list of improvements which, it concludes",:, 
are necessary tor health and safety. It is particularly eoncernedt 
with low pressure and leaks, which could introduce cont .. "n;nants 
into the system. Like our s.taff, DRS reports 'that applicant .is net 
responsive to. that agency's dellland. for planning 'and executing 
system improvements. 

Sta~~ ~d DRS supported the testi~ing customers~ 
complaints that there is no local phone number • 

- 23 -
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In aQQition, staff noteQ that there are a number of 
inoperative meters. ~his encourages water waste; it also deprives 
the utility of neeQed revenue. AccorQing to staff, applicant is 
replacing these as funQS permit. Staff proposed that ne,be ordered 
to eontinue. 

Staff substantiated customer eomplaints that applicant 
does not repair leaks quiekly. Unrepaired leaks, beside damaging 
customers' property and roads, also waste tunds. 
B. SAte prinking water L2AD 

C'llstomers seem willing to accept a substantial rate 
increase it they could be assured that the additional funds are 
earmarked for tixing the most pressing system deficiencies. 

Staff recognizes that the amount of cash flow produced ~y: 
the recomme~ded rates will not support very large expe:c.Qitures fori 

I 

replacing c:r looping :mains. Accordingly,. it has recommenQed that I 
applicant l:le ordered to apply for an SOWBAloan. I 

• I 

If such a loan were qranted,. the funQS would be earmarked! 
for speeifj:ed needs. A financial agent would be appointeQ by the' : 

I
Department of Water Resources toens\lre that fund~ are not wasted. i ' 
'!'he COmlnisnion would allow applicant to collect a rate surchargei 

, " 

just larqe enough. to· offset the payments on the loan. 'Onc:ler our 
standard procedure the utility would not earn a return or collect 
Qepreciati~~n on the ,"QQed plant. 

It appears that use of, SDWBA financing would satisty 
consumer rlecommen<1ations that tunds be earmarked tor specific 
improvemen'cs and that progress be monitored. 'l:his torm. of 
financinq '~ould allow recommended improvements to be completed 
quickly. It 'on the other hand" we were to. rely on internally 
qenerated funds, the completion of all projects would necessarily 
be deferred beeause of applicant's low cash. flow. There is nO. 
other soUX'-::e of fi.nancinq ilDlnodiately available. 

We will adopt staff's recommendation • 

- 24 -
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Applicant claims to have already applied for such a loan. 
We take official noti~e that he has merely done the preliminary 
groundwork to establish a priority. Unfortu.~ately, the priority 
granted was so low that it was not realistic to pro~eed with a 
formal application. 

Our order requires applicant to start over with a new 
proposal specifically designed to achieve a higher priority. We 
~~ll expect DKS and staff to assist and to' monitor applicant's 
efforts to comply. 'rhe orcier does not require applieant to proceed 
~rith a formal application if it becomes clear that he cannot 
~Lehieve a priority hiqh enough to justify a lo~. 

Our order also requires applicant to establish priorities 
~~d definite timetables for the replacement of each stretch of 
undersized mains. One timetable would assUll1e that all of 
1I.pplicant's depreciation expense is reserved and applied to the 
caSh outlays for replacinq undersized mains and looping dead-end 
mains. The other would assume that an SDWBA loan is available .. 
c. ~lephone 

Appliean.t's customers should be able to call to report 
leaks, service outages,. and to make inquiries without paying a toll 
charqe. Applicant also should be required to, answer ~onsumer 
messages promptly, either in person or :by an em.ployee. We do not 
l:.elieve, however, that applicant's employee who' ·lives in the 
pennqrove area should necessarily be required to turn his own 
residential telephone into a business phone for his employer, as 
statf re~ommends.. 

Consequently, our order spe~ities the objective to be ' 

reached,. leavinq applicant to select the best lnethod of 
a~~omplishinq the qeal. Applicant may respond by establiShing an 
FEX line,. installinq a eall-fowardinq device,. or by use of t.my .. 
other form of telephone service which meets the stated objeet:'ves • 
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EroP2scd ~ost-Hcaring nl~eI:"l¢ntion 
A Petition to Intervention [sic) ana to Reopen 

Proceeaings was filed on October 14, 1987 by county of Sonoma 
(petitioner). Petitioner alleged that John' Oowney, dba Penngrove 
water Company and Kenwood Village water Company, owes petitioner a 
debt of as much as $35,000. Assertedly, the acbt was incurred for 
water purchased from the Sonoma County Water Ascney for resale to 
utility customers. 

The Petition stated that petitioner does not seek to 
delay processing of the rate case. It further stated that 
petitioner has commenced civil litigation to collect the debt,. but 
doubts that such liti9ation will provide an adequate remedy because, 
of 'applicant's apparenl: financial condition.' The Petition 
proposed that the Commission issue an interim decision,. reserving 
jurisdiction to take fu.':'ther evidence on the question of the 
alleged debt. 

The Petitlon did not contain points and authorities to 
show that the facts alleged support, a claim justiciable by the 
Commissioni nor did it :~urport to con~ain a complete statement of 
the relevan,t facts. It seemed 'to aSS'Ul!1e that additional facts 
would be de:veloped by Commission 
legal theo~,. by staff argument. 
relief soug:ht. 

investigation, and the, appropriate 
The petition did not specify the 

~he Petition was filed long after th~ submission date. 
The Pe't:iticln was also t:iled too late to be considered in the 
Ad:m.inistrative Law Judge's Proposed Decision,. but not too late 1:;0 
be considered as a comment on the Proposed Decision • 

. There was no iresponse to the Petition.. That being the' 
case,there is no reason not to- treat the petition as if it were a 
comment on the Proposed Decision. (Cf. Rules, of Procedure, Rule 
77.) 

Atter consideration of ,the petition; we have concluded 
that this should be a final rather than an. interim. order. However, 
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there appears to be no reason why the proceeding cannot be reopened 
to dete:~ine whether or not the County is entitled to any relief in 

a supp14~mental order. Such relief would be prospective only f would 
address applicant's rates only, and would not address the debt 
between County and applicant which is a matter for the civil 
courts. 
Finding;;; of Poet 

l. A depreciati4:>n rate of l% is not realistic. Applicant's 
rates should be based on a 2.42% depreciation rate. 

2. A rate of re't:urn in the range o'f 10.25 to 10.75% is 
reasonable. 

3. Applicant is unable to· account for ZS% of water pUl!1ped or 
purchased. 

4. Applicant's allowance tor purchased water and pumping 
electricity should be set to encourage him to tix leaks and replace 
inoperativo moters. With diligence, applicant should be able to 
reduce unaccounted for water to 8%. No balancing account should be 
required • 

s. 
revenues, 

6. 

Applicant's rates should. be based on staff's estimated 
expenses, and rate base for 198:7. 

Applicant's rate of return should be 10.25% because of 
poor management. 

7. Applicant should be'granted a rate increase which will 

increase his revenues bY,l .. 23,%; such an increase will per.mit hilu" to
earn 10.25% on rate base. 

8. The increases in rates and charges authorized by this 
decision are justified,. and are just and reasonable. 

9. The adopted rates- are based on the adopted quantities set 
forth in Appendix Bf which quantities are reasonable estimates tor 
the test year. 

10.. The rate increase is- not large enough to tully implement 
current rate design policy ~ 

11. All of the rate increase should be imposed on the 
consumption block tor consumption under $00 Cc! per month. The 
rate for the first 500 cot of consumption iShould ~e i.n~reased from' 

, 
I 
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provide the capital needed to comply with this order and the 
requirements of DHS. 

19. The staff's recommended adjustments to applicant's 
records are reasonable. The staff's recommendations to establish 
and maintain records are reasonable. 

20. The difference in quantity rates ~etween canon Manor and 
Penngrove properly reflects the differences in cost between 
purchased and pumped water. 
~clus1ons of Law 

l. Applicant should be unconditionally granted a rate 
increase sufficient to enable him to earn a tairreturn on proven 
rate base .. 

2. Applicant should be required to upgrade his system. 
3.. Applicant should be required to-establish toll-free 

calling for customers and to answer all messages promptly. ' 
4. Applicant should be required to tix:all known leaks 

promptly '1nd t~ replace inoperative meter$. 
S. No condition should be placed on his right to file for 

future int:reasesi applicant should be placed on notice that action 
on general or offset 'increases can):)e delayed indefinitely if. he 
has inadequate or incomplete records. 

6. Applicant should be reqt:tired to make' the adjustlnents to 
books of account as ordered below" and to- establish and maintain 
adequate financial records. Applicant ~ould be ordered to- retund 
the $8l balancing account balance. 

7 • This decision' should be a final decision. Wh.m this 
decision becomes effective, the application should be r.~opened- to. 

consider whether a -supplementary. order should be issued on 
petitioner county's petition.-' 

- 29.-



CORRECTION 



• 

• 

• 

A.S6-11-027 ALJ/JCG/jt ** 

there appears to be no reason why the proceeding cannot be reopened 
to determine whether or not the County is entitled to any relief in 
a supplemental order. Such relief would be prospective only~ would 
address applicant's rates only, and would not address the debt 
between County and applicant which is a matter for the civil 
courts. 
Findings or Fact 

1. A depreciation rate of :l.t is not reali: .. tic. Applicant's 
rates should be based on a 2.42% depreciation ra1:e. 

2. A rate of return in the range of 10.2S to 10.75% is 
reason~le. 

3-. App1ica.nt is unable to. account for 25% of water pu:mped or 
I 

purchased. 
4. Applic~mt's allowance for purchased water and pumping 

electricity shouJ~d be set to encourage him to fix 1e~ and replace 
inoperative meters_ with dili9ence~ applicant should be able to. 
reduce unaccounted for water tOe st. No balancing account should be 
required • 

5. Applicant's rates should be based on staff's estimated 
revenues, expenses, and rate base for :1.987. , 

6. Applicant's rate of return should be 10.25% because of 
poor management. 

7. Applicant should be granted a rate increase which will 
increase his revenues by 1.23-%isuch an increase will permit him to 
earn 10.25% on rate base. 

s. The increases in rates and charges authorized by this 
decision are justified, and are just and reasonable. " . 

9. The adopted rates. are based on the adopted quantities set. 
forth in Appendix S, which quantities are reasonable estimates for 
the test year .. 

10. '!'he rate increase is not large enough to, fUlly implement ," 
current rate. design pOlicy .. 

11. All of the rate inerease should be ilnposed on the 
consu:mption,block for consumption under 500, cctper month. The 

rate for the tirst 500 Ccf of consumption should be increased from 

- 27 -



A.S6-11-027 ALJ/JCG/jt * 

$1.02 to $1.09 per Ccf in Penngrove and from $0.09 to $0.13 in 
Canon Manor. 

12. The rate increase provided for in this order is small. 
If delayed until applicant revamps his systcm~ it will not provide 
a significant motivation to accelerate his efforts. 

13. The rate increase should not be deferred pending system 
improvements. 

14. Applicant should not be required to continue the 
balancinq account for purchased water. The balance is $Sl. 

15. The improvements needed can be accomplished more quickly 
with an SOWBA loan. If financed with internally generated funds, 
completion will be deferred because applicant's cash flow is small. 

16. Applicant's management is unsatisfactory because he: 
a. Has tailed to eliminate unlooped and 

undersized mains. 

b. Failed to tollow the unitorm System. of 
Accounts and to keep, adequate records. 

c. Allowed leaks to go unrepaired for too 
long. 

d. Failed to replace inoperative meters. 

e. Failed to establish a system which will 
ensure quick response to leak· reports and 
other consumer telephone inquiries. 

f. Failed to comply with OKS requirements and 
orders, and with Commission orders. 

q. Failed to notify customers promptly of 
suspected water contamination. 

17. Replacement ot undersized mains and loopinq of dead-end 
mains are needed to afford adequate pressure. It adequate' pressure 

, 
is maintained, there is less chance of contamination. 

l$.. It is reasonable and . in the public interest to require 
applicant to file an application forSOWBA financing which would 

- 2$ -
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provide the capital needed to comply with this order and the 
requirements of OHS. 

19. The staff's recommended adjustments to applicant's 
records are reasonable. 'Ihe s·tatf's recoxn:m'endations to establish 
and maintain records are reasonable. 

20. The difference in quantity rates between canon Manor and 
Penngrove properly reflects the differences in cost between 
purchased and pumped water. 
COnclusions 0: Lay 

l. Applicant should be unconditionally granted a rate 
increase sufficient to- enable hila. to earn a tair return on proven 
rate base. 

2. Applicant should be required to upgrade his syste:m.. 
3. Applicant should be required to establish toll-free 

calling for customers and to- answer all messages promptly. 
4. Applicant should be required to· f~ all known leaks 

promptly and to replace inoperative meters • 
s. No condition should be placed on his right t~ file for, 

future increases; ap~licant should be placed on notice that action 
on general or offset increases can be delayed indefinitely if he 
has inadequate or incomplete records. 

&. Applicant should be required to make the adjustments to 
books of account as ordered below,· and· to establish and 'l:ll.aintain 
adequate financial records. Applicant should: be o~dered to re:fU:nd 
the $8l balancing account balance~ 

i 

7. This decision should' be a final decision. When this 
, Ii. 'I 

decision becomes. effective,. the application shoulCl be reopened to 
,. I, 

consider whether a supplementary order should be £ssuedon 
petitioner County's petition • 
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ORDER 

IT IS ORDERED that: 
1. John B. Downey operating under the business name of 

Pennqrove Water Company shall: 
a. File the revised rate schedules in Appendix 

A in compliance with General Order Series 
9& after the effective date of this order. 
The revised schedules shall apply only to 
service rendered on and after their 
effective date, which shall be S days after 
filing'. 

b. Ap~ly a depreciation rate of 2.4Zt to the 
or~qinal cost of depreciable plant for the 
year 1987, and until review indicates 
otherwise. 

c. Review his depreciation rates at intervals 
of 10 years and whenever a major change in 
depreciable plant occurs. 

d. SUbmit the results of each· review promptly 
to the commission. . 

e. Revise depreeiationrates by: 

1. Subtracting' the estimated future net 
salvaqe and the·depreeiation reserve 
from the oriqinal cost of ,plant. 

Z. Cividinq the result by the estimated 
remaining life of plant. 

3. Dividing" the quotient by the original 
cost of plant. 

Z. Applicant shall within 30 days'after the effective date 
of this order establish a system which will ena))le his Pennqrove 
and canon Manor customers to make telephone calls to a . responsible 
company official without a toll charge. The telephone number tor 
such calls shall De printed on customer's bills beginning in 
Deeel!lber 1987.' 

- 30 -
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3. Applicant shall arrange to have all telephone calls to 
such numbers, Which are received ~y an answering service or on an 
answering machine, returned promptly. 

4. Applicant shall set up and maintain accounts as required 
by the Uniform System of Accounts. .All accounts and tinancial 
documentation tor the canon Manor/Penngrove system shall be 
completely separate from private accounts and accounts for any 
other utility or nonutility ~usiness. If any items are allocated, 
that fact shall be recorded and the allocation method set forth. 
Applicant shall set up and maintain a general ledger, payroll 
records, a cash receipts journal, and a check register. The 

checking account tor these two systems shall not be used for 
personal deposits or expenditures. Applicant shall set up-and 
:maintain records of contr~uted plant and amortization, and of 
advances and retunds. 

5. Applicant shall adjust its accounts as follows: 
a. 0 The $750 recorded tor a well site as 

intangible plant shall be excluded due to 
the sale of the tract of land. 

b. The well recorded as $7,122 entered in 1976 
shall be classed as nonutilityplant until 
placed.in service. 

c. 

d. 

e. 

f .. 

The. Water Mains account as of Deceml::>er 31, 
198& shall be reduced by the amount of 
$24,571. 

'rhe Transportation account as of 
Oecember 31,.1986 shall be reduced to 
exclude the acquisitions in 1973 and. 1985 
and the retirement in 1977. 

Th.e Other. Equipment account shall be 
reduced to- a zero ~alance as o-f 
Deceml:ler 31, 1986. 

The Accumulated Depreciation of Water Plant 
as of DecexnJjer_ 3·l,. 1986 shall be adjusted 
to $8:2,.16S • 
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g. The Material and Supply account shall ~e 
decreased ~y $600 and shall reflect a zero 
balance as of December 31~ 1986. 

h~ Advances tor Construction as ot 
December 31~ 1986 should be adjusted to. 
$83,472. 

i. A Contributions in Aid of Construction 
account shall be established with a ~alance 
as of Deceml:ler 3-1~ 198& o·f $94,101. 
Amortization of contributions should be 
adjusted to $8,442. 

6. Applicant shall,perform the following system 
modifications: 

a. Replace approximately 1,700' feet of Z-ineh 
temporary main above 9'X'ound on Petal Ulna 
Hill Road with a 6-inch main. 

b. Replace approx~ately 900 feet o.f 2-incn 
main on Oak Street between Woodward Avenue 
and Ado~e Road and 1-inch main on 
Ronsheimer Road with at least a 6-inch 
main • 

c. Complete loop of Ado~e Road, Grove Street, 
Woodward. Avenue, and Oak Street: replace 
1-ineh and 2-ineh mains on Grove .street 
with 6-inch and install 6-inch mains on 
Adobe Road between Oak Street ar.d Grove 
Street. (Approximately 1,500 feet of mains 
to be installed •. ) 

d. 

e. 

f. 

Complete loop of East Street, Grove Street,. 
Woodward Avenue, and Oak Street;'replaee 
l-incn and 2-inchundersized mains. on East 
Street and Grove Street. .(Approximately 
1,200 feet of mains to be installed.) 

Continue the 6-inch main on Dutch Lane from 
Brand Lane to Petaluma Hill Road. 
(Approximately 1,600 feet of main to be 
installed. ) 

Replace the.main between Ronsheilner Road 
and:Goodwin Avenue along the Old Redwood 
Highway with 8-inch. mains • 

- 32 -' 
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7. Applicant shall m.ake an SOWBA application designed to 
fund only the improvements ordered herein and thOSE: required by 
OBS. Applicant shall cooperate with staff and DRS to draw up an 
application designed to achieve the hi9hest possible priority. 
Applicant may use the advice letter process to, delete f=om tl:l,e loan 
application one or more of the project's ordered herein,. if hel can 
delnonstrate ~Chat such omission will increase the priori'cy ene1ug-h to 
lnake it probable that a loan '~ill be g-ranted. 

8. ,Applicant shall dra:~ up a tilnetable and priority list for' 
meeting- the system improvements ordered herein and those required 
by DHS.. There shall be two alternative schedules one assu:m.ing
SOW'BA financing and. oneasswning, financing by internally gener:t:,ted 
funds and/ or advances or cont.ributions only.. The timetables shall 
be filed with Commission Advisory and Compliance Division and 
served on all parties to this proceeding, not later than 60 days 
after the effectiVe date. 

9. Applicant shall per!or.m the improvements in accordance 
with the schedule for internal fin~cing until or unless he,is. 
granted an SDWBA loan. In that event, he shall construct according' 
to the timetable for SOWBA-finance4 improvements. 

10. Applicant shall repair leaks and repair or replace 
nonfunetioning meters without unreasonable delay. He shall prepare 
and retain a log indicating- the date when the company was infor.med 
of each leak or nonfunctioninq m.eter, the date of repa.ir or 
replacelnent, and the reasons tor delay. This log shall be open to. 
inspection by any a.ppearance herein. 

11. Applicant shall'refund sal in purchased water 
overcolleCtion, in equal shares to each current customer except 
those served by the canon Manor system. 

12. Applicant is placed on notice that failure to. maintain 
aCC'..l%'ate reliable books of account may delay process.ing of any 
future rate increase • 
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13. On the effective date of this order, the application is 
reopened for further eonsideration of the matters raised by the 
petition of the County of Sonoma • 

. This orde~'~2o"ef9dfeetive 30 days from today_ 
Date~ ~ ~ , at San Francisco, California. 
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APPUCABD:.m 

APPENDIX A 
Page , 

AOOP'I'ED RA.'IES 

Pemlgrove Water Company 

Sche<1ule No .. 1-P· 

METERED SERVICE 

Applicable to all metered Water ~erv1ce .. 

TERlU'IORY 

Pecngrove and. vic1n1ty t Sonoma Coonty. 

~. 

Quantity Rate~: Per Meter 
Per Mooth 

F~ 500 cu.!t .. , per 100 eu.!'t ................... ··.. $' -09 (I) 
OVer 500 cu.!t., per '00 eu..!'t ................ • .. - .. •• , .26 

For 5/Sx 3/4-1nenmeter ........................ ••••• 
For 3/4-1ccb. meter ............ ·•·••••·•·•••·•• 
For 1-lnen meter ••••••••••• ••••••••••••••• 
For '~'/2-~ meter •••••• •••••••••••••••••••• 
For 2-1cenmeter .......... ••••••••••••••••• 
For 3--1llcb meter ....... ~ ......... ••.••• .. •• .. • .. • 
For 4-1ncn meter ••••••••••••••• ••••••••••• 

3: .. 00 
4.40 
6.00 
8·.00 

10.80 
20 .. 00 . 
27.20 

'Dle Service O:Iarge ~. a reac11n~to-~erve cl:Iarge Wbicn 
13. applicable to all metered. :service and. to·..m1eh is tel· 'be 
added the monthly cl:large computed. at the Quantity 'Raw •• 
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APPENOIX A 
Page 2 

AOOP'I'ED RAttS 

Penngrove Water- Company 

Sched.ule No. i-C .. M. 

ME'tEREl> SERVICE 

Appl1cable to all metered. water~erv1ce. 

TERRI'roRY 

canon Manor and vieio1ty, Sonoma Co1Jnty. 

RATES 

'. 

Quant1ty Rate:s: 
Per Meter. 
Per Month. 

~t 500 eu.rt., per 100 eu.rt.................... $ 0.'3: (I) 
Over 500 eu.tt.. t ;>ex- 100 eu..!'t........................ 0.60· 

Service O:large: 

Fo~ 5/8 x 31~1nen me~r •••••••••••••••••••••••••• 
For" 3I'1I--1rlch meter ......................... ••.••• 
For '~1a~meter ••••••••••••••••••••••••• _ 
For 1-1 /2 .. 1Dcb. me·eer. ~ .................................... .. 
For 2-1llch me"ter ............................. e ....... e ... . 

For- 3-1llcb. meter ........................ ~ ........ eo .. .. 

For 4--:ln.ch. meter ....... ' ............................ .. 

3.OCI 
4.40 
6.00 
8:.OCI 

10.SO 
20.00 
27.20 . 

tbe 3er'vice Q:\arge is a rea.d.1Ile~to-~e ebargeMlieh 
1:s applieable to· all metered: :1erVice and to· wb1ch,1,:s, to l)e 
add.ed· the maltbly chaJ:'ge eomputed.. at the Quantity Rate3 • 

• 

(END OF APPENDIX A) 

" 

(1") 
I 
I 

(1") 

"." 
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Adopted Tax calculatio~ 

Item 

Operatleg R~veoues 

Operating ~s 
Property !ax 
Payroll Tax 
Interest ~e 
'Iax Deprec1at1on 
State Income !ax 

Subtotal Dec1uction 

State 'taxable Income 
State Income ':tax @ 9.6% 
Federal 'I'axable Ioc(~e 
Federal Income 'I'ax I~ 15% 

':total Income Tax 

APPENDIX B 
P:\ge 2 

Penngrove Water Co. 

AOOPTED QUANTITIES 
(1987 Te:lt :tear) 

Adopted Rates 
CCFT FIt - -
$92",320 $92,.320 

74,140 74,140 
2,000 2,.000 
1,810 1,810 

0 0 
5·,820 5,820 

- 821 
83,770 84,.591 

8,550 
821 

7,729 
1,159 

, ,980 

(END OF APPENDIX B) 
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v.. Adopt~ Ra~ 

A. Bate of Return 
Applicant did not request a specific rate of eturn. 

Staff pointed out that the normal range of rate of re rn for smal~ 
water companies is 10.25% to 10.75%. Staff recomme Qed that the 
Commission adopt the low end of the range, becaus 
history of poor management and serv-ice problems 

We have adopted the staff's recomme 
B. Revenue JWm,iremeut ADs!· Rate Design 

rate of return. 

Applicant'S operation, even uncle current rates, could be 

expected to generate a modest return, if e is able to control 
expenses, particularly those for pureha ed water and power. To 
increase his return to the adopted ra a of return will require an 
increase of $l,120 or l.23% over th revenue at current rates. 

~he following table expl ins the lev~l of rates adopted.: 

Revenue at curre~~t Rates: 
Increase (before IneomTaxes) 
Revenue at AdoptedRa s 

Operating EXpenses 
Property Taxes 
Payroll Taxes 
Income Taxes 
Oepreciation Exp 

TCltal 

Net Income 
Rate Base 
Rate of Ret 
After Tax 

- 19 -
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CUrrent Rates 

$91,200 

1,720 

Mopted Rates 

$ l,120 
92,320 

74,l.40 
2,000 
l,8l0 
l,980, 
5,820 

85,750 

6,570. 
04,lOO' 

lO.25% 
860. 
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To fUlly conform t<> current commission policy on rat/ 
design, (cf. D.86-05-064) applicant's rates should recover a east 
50% of fixed costs from the service charges; no single cla 
customer should receive an increase siqnificantly larger 
classes. 

In this case, the revenue increase is so' that a 
revision of applicant's rates to' meet pO'licy standa 
possible. Consequ.ently, we will adopt a rate des~ which 
increases the rate for consumption under 500 hunired: cubic feet 
(Ccf) from $1.02 to $1.09 per cct in the Penn ove district and 
from $0 .. 09 to' $0.13 in the canon Manor'syst .2' For most 
Penngrove customers this will mean an incr Se O'f $O.3S per month. 
In canon Manor the increase for most cust be $O.ZO per 

~~n~ll C.9lQRarisOD . / 

The following tables comp~ rate and customer bills 
under present and staff's recommenoeQ rates 'for both Penngrove and: 
canon Manor: 

~/ 
2 No e of the parties challen9'ed the differential between the 

twO' sys ems; it is based on the dl.fterence between the cost of 
purcha ing and. the cost of pumping water., 

20 

,I ,,' 
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Findings 0' ~ 
1. A depreciation rate of 1% is not realistic. Applicant's 

rates should be based on a 2.42% depreciation rate. 
/ 

2. A rate of return in the range ot 10.2S20 10.75% is 
reasonable. 

~. Applicant is unable to account for

7
25 of water pumped or 

purchased. 
4. Applicant's allowance for purCha,ed water and pumping 

electricity should be set to encourage h~ to fix leaks and replace 
inoperative meters. With diligence, apJlicant should be able to 
reduce unaccounted for water to 8%_, balancing account should be 
required. . 

5. Applicant's rates should e based on staff's estimated . 
revenues, expenses, and rate bas for 1987. 

6. Applicant's rate of r 10.ZS% because ot 
poor management. 

7. Applicant should granted a rate increase which will 
increase his revenues by 1.2'St; such an increase will permit h~ to 
earn 10.25% on rate base. ;f 

8.. The increases :Ln rates and chaX'ges authc1rized by this 
decision are j usti:tied., fod are just and reasonable .. 

9. The adopted. rates are based on the adopted ~antities set 
forth in Appendix B, wrhich quantities are reasonable estimates tor 
the test year. ./ .. 

10. The rate Increase is not large enough to tully ilnplem~t 
current rate desi~ policy. 

11. Allot foe rate increase should be- imposed on the 
oons'Ulnption block tor consumption under 500 cot per month. The 
rate tor the fi~st SOO Cot of consumption, should be increased from. 
$~.02 to $~.09 per Cc:t in Penngrove' and trom. $0.09 to $0· ... 13- in 
Canon Manor. , 

- 26 -
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12. The rate increase provided for in this order is small. 
If delayed until applicant revamps his system, it will not provide 
a siqnificant motivation to accelerate his efforts ... 

13. The rate increase should not be deferred pendinq system 
improvements. 

14 • Applicant should not be required to continue ther" 
ba1ancinq account for purchased water.. The balance is/$81. 

15.. The improvements needed can be accomplished(morc quickly 
with an SOWBA loan. It financed with internally seherate~ tunds, 
completion will be deterred because apPlicant's~ash tlow is small. 

16. Applicant's manaqement is unsatisfactory becaus~ he: 
a. Has tailed to eliminate unlZP ~ and . 

undersized mains. 

b. Failed to tollow the Unito systemot 
Accounts and to keep ade~te records. 

c. Allowed leaks to 90. unr~aired for too. 
lonq. I 

d. Failed to replace inoperative meters. 

e. Failed to establiS/a system. which will 
ensure quick response to leak reports and 
other consumer til.l.ephone iX'lql;liries. 

f. Failed to comI?J with OHS requirements and 
orders, and w~ Commission orders. 

g. Failed to n~~ty customers promptly of 
suspected w~ter contamination." 

, 17. Replacement 01 undersized mains andloopinq of dead-end ' •• 
mains are needed to aflord adequate pressure.. If adequat(~ presSUl:'e 
is maintained, there Is less chance of contamination. 

, I . 
l8.. It is reasonable and in the public interest to' require 

applicant to tile ari application tor SDWBk ti~ancinq which would 
provide the caPital needed to comply with ttis order and the 

re~r_ents Of1i" 
, 

\ 

- 27-
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there appears to be no reason why the proceeding cannot be reopened' 
to determine whether or not the County is entitled to any relietlln 
a supplemental order. 
Findings ot Fact 

l. A depreciation rate ot 1% is not realistic. 
rates should be based on a 2.42% depreciation rate. 

2. A rate of return in the range ot 10.25 to 
reasonable. 

3. Applicant is unable tel account for 25% 
purchased. 

4. Applicant's allowance for purchased 

or, 

electricity should be set to encourage hint t fix leaks and replace 
inoperative meters. Withdili9'er1ce,. applic t should be able to-
reduce unaccounted for water to 8%. ancing account should' be· 

,required. 
S.. Applicant's rates on statt"s estimated 

revenues" expenses,. and rate base for 
6 •. ~ Applicant"s rate of should be lO.25% because of 

poor mana9'ement. 
7., Applicant should be, 

increase his revenues by 1 .. 23%:
earn lO.25% on rate base. 

rate increase which will 
an increase will permit him to 

s. The increases in 
decision are justified, and 

9. The adopted rate 

es and charges authorized by this 
re just and reasonable. 

, 
are based on the.adopted quantities set. 

forth in Appendix B, wbi quantities are reasonable estimates for 
I ' 
! 

the test ,year. 
10. The rate inc ease is not 

current rate design p licy. 
lar9'e enough to fully imp:lement 

, 

11.' "All of th rate increase should be imposed on the 
consumption block or conswnptionunder 500 Cct per :month •. The 
rate for the f:lrs 500 Cct: of consUlUption should. :be increasE~CI. from' . 

- 27 -
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19. The staff's recommenaed adjustments to applicant's 
records are reasonable. The staff's recommendations to establish 
and maintain records are reasonable. 

20. The difference in quantity rates between Canon Manor and 
Pennqrove properly re~lects th.e di~ferences in cost between 
purchased and pumped water. 
Conclusions of Law 

l. Applicant should be unconditionally granted a rate 
increase sufficient to enable him to earn a fair return"on proven 
rate base. ~ 

2. Applicant should be required to upqraaelhis system • . ' 
3. Applicant should be required t~ establish toll-free 

calling tor customers and to answer all mes~es promptly. 
4. Applicant shall be required to ~ all known leaks 

,I 
promptly and to- replace inoperative meters. 

S. No condition should be plac~~ on his right to tile for 
future increases; applicant should be'placed on notice that action 
on general or offset increases c~fe :delayed indefinitely if he ' 
has inadequate or incomplete rec~ds. 

6-. ';pplieant should be required to- make the adj ustments to
books of account as ordered ~ow, and to establish ana maintain _ .• 
adequate financial records. ~pPlicant should be ordered to retune 
the $8"1 balancing account balance~ -

/ ORDER 

IT IS ORDERED that: 
-!. . 

1.' John B. Oo'1"ley operat:Lnq under the buslJless nalIle of 
pennqrovc~ Water comtlany shall: 

a. Fi~e/therevised rate schedules in Appendix 
A 1nreomplianee with General Order Series 
96 after the effective date of this order. 
The revise.d schedules shall apply only to 
service rendered on and after their 
.I 
/ 

/ , 

- 28 -
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$1.02 to $1.09 per Ccf in Penngrove and from $0.09 to $0.13 in , 
canon Manor. /// 

12. The rate increase provided for in this order is> small/.' 
If delayed until applicant revamps his system, it will not ~vide 
a significant motivation to accelerate his efforts. ~, 

13. The rate increase should not be deferred pend' q system. 
improvements. 

14. Applicant should not be required to. conti 'e the 
balancing account for purchased water. The balan is Sal. 

lS. The improvements needed can be accomp 
with an SOWBA loan. If financed with interna y generated funcls, 
completion will be deferred because applican 's cash flow is small. 

16. Applicant's managem.ent isunsati actory because he: 
a. Has tailed to elim.inate oped and. 

undersized mains. 

b. Failed to follow the 'O'n orm system of 
Accounts and to. keep-a equate records. 

c. Allowed leaks to- go epa ired tor too 
long. 

d. Failed to. replace inoperative meters. 

e. Failed to estab sh a system. which will 
ensure quick r ponse to leak reports and 
other COnsumE! telephone inquiries. 

f. Failed to- co ply with DBS requirements and 
orders, an with Commission orders. 

g. Failed to. notify customers promptly o.f 
suspecte water contamination. ' 

I I' 

,: 
• I ' 

~7. Replacemenof undersized mains and looping of d~d-end 
mains are needed to afford adequate pressure. It adequate pressure 
is m.aintainod, th e is les~ chance of contamination. 

18. It is easonable and in the 'pUblic interest to require, 
applicant to. fi e an application for SDWBA financing which would 

- 28 -



• 

• 

.. 
A.86-11-027 A'LJ/JCG/jt 

effective date, which shall be S days after 
filing. 

b. Apply a depreciation rate of 2.42% to the 
original cost of depreciable plant tor the 
year 1987, and until review indicates 
otherwise. 

c. Review his depreciation rates at intervals 
ot 10 years and whenever a maj or change in 
depreciable plant occurs. 

d. Submit the results ot eaCh review promptlT-··· 
to the Commission. "" .... 

, ~~ 
e. Revise depreciation rates by: // 

1. SUbtracting the. estilnated tu,t'ilre. net 
salvage and the depreciation reserve 
from· the original cost ~Plant. 

2. Dividing the result by/the estimated 
remaining life of plant. . 

3. Dividing the ~oti~~ by the original 
cost of plant. .~ . 

~f,'" 

t,' 
2. Applicant shall withinpO days atter the etfective. date 

of this order establish a system/which will enable. his Penngrove 
, ~~ , " .. and canon Manor eustome~ to make telephone calls to a responsible . 

/J . 

company otficial without a to~l charge. The telephone number tor 
N 

such calls shall be printed';' on customer's bills beginning in 
III' 

December 19&7. 1" 
3. Applicant shari arrange to have all telephone calls to 

such numbers, which ar,ll received by an answering service or on an 
.1" 

answering machine, returned promptly.. . 
4.. Applicant/Shall set upanci maintain accounts as required 

by the uniform. Sys.tem of Accounts.. All accounts and financial 
t . 

documentation to~ the canon ,Manor/penngrove system shall ):)e. , 
completely sep~ate ~omp~ivate accounts and accounts tor any 

r . 

other utility or nonutility business. It. any items are alloe<"ted, 
,'/ 

that tact shal'l be recorded and the allocation method set for-..h~ . 
. ~/ 

'. f" 

- 2'9· -
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~ provide the capital needed to comply with this order and 

• 

• 

requirements of OHS~ 
19. The statt,r s recommended adjustments to. applica 

records are reasonable. The staff's recommendations t establish 
and maintain records are reasonable. 

20. The difterence in quantity rates between~non Manor and 
Penngrove properly reflects the ditterencesz·n co t between 
purchased and pumped water. 
~91usions 0: Law 

1. Applicant should be unconditional granted a rate 
increase sutficient to enable him to- earn / tair return on proven 
rate base. 

2. Applicant should ]:)e required 0. upgrade. his system.. 
3. Applicant should be requir to· establish toll-free 

calling tor customers and to answ 
4. Applicant shall be re red to fix all known leaks 

promptly and to: replaceinopera vemeters. 
S. No condition should placed on his right to· file for 

future increases: applicant ould be placed on notiee that action 
on general or o:f!set incrra. can be. delayed 1nde!ini tcly it he 
has inadequate or incom~¥te records. . 

6. Applicant shou1d be reqcrired to make the adju:s:1:ments to 
I 

boo~ of account as ordered below,. and to establish and maintain 
adequate financial r~ords. Applicant should be ordered to retund 
the $al balancing ac'count balance'. ' 

7. This deciSion should be a tinal decision. When this 
decision become:;!ettective; the application should be reopened to 
consider wheth~a supplementary order should be issued on 
petitioner Co~ty's petition • 

/ 

J 
I 
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Applicant shall se'l! up and maintain a general ledger, payroll 
records, a cash reloeipts journal, and a check register. The 
checkiI1:g account f'or these two- systems shall not be used for 
personal deposits or expenditures. Applicant shall set up and 
maintain records of contributed plant and amortization, and of 
advances and refunds. 

5. Applicant shall adjust its accounts as follows: 
a. The $750 recorded for a well site as ,..",.r' ' .. 

intangible plant shall be excl,uded due t~, 
the sale of the tract of land. /' 

b. The well recorded as $7,122' entered):n 1975-
shall,be'classed as nonutility pl~ until 
placed in ser~ice. ~ 

c. The Water Mai:ns. account as of/December 3-1, 
1985- shall be reduced by th$l'" amount of 
$24,571. ,; 

. ,I 
d. The Transportatl.on acco,unt. as of 

December 31, 1986shal·l be reduced to· 
exclude, the acquisitj:'ons in 1973 and 1985-' 
,and the :retiremen~ 19'77. . 

e. The Other Equ.:tpm.ent account shall ,be 
reduced to a ze~o balance as of 
December 31, 1.985-. 

. I 
f. The Accumulated Depreciation of Water Plant 

as of December 31,. 198& shall~ be adj.usted 
to $82,165'. 

I . 
g. The Mate'rial and Supply account shall be 

decreased by $600 and shall reflect a zero 
balance as of December 31, 1986. 

/ ' 

h. Advances for Construction' as of 
December 31,1986 should be adjusted to 
$8:3,472. 
I 

i. A Contributions in Aid of Construction 

, 

,/account shall ~ established with a balance 
,: as. of December 31,. l.98& of $94,10l.. 

/ . .Amortization ',of contril:>utions' should be ! adjusted·to sa,44Z. 

\. 

- 30 -
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OR D E R 

IT IS ORDERED that: 
1. John B. Downey operating under the business namEY'6f 

Penngrove Water Company shall: ~ 

2. 

a. File the revised rate schedules in AP~dix 
A in compliance with General Order s~ies 
96 after the effective date of this/order. 
The revised schedules shall apply~nly to 
service rendered'on and after ~ir 
effective date, which shall be days after 
filing. 

b. Apl?l~{ a depreciation rate 0 2.42% to the 
or1ginal cost of depreciab e plant for the 
year 1987, and until rev' w indicates 
otherwise. 

c. 

d. 

e. 

Reviewh.is depreciati rates at intervals 
of 10 years.and~ w. en er a major change in 
depreciable plant.o curs. 

Submit the resul oteach review promptly 
to the Commission • 

Revise deprec~ion rates by: 

1. Subtra~n~ the estilnated future net 
salvag, and the depreciation reserve 
frome'oriqinal cost of: plant. 

2. 

3. 

Div <Unq the result by the' estimated 
r ining life of plant. • 

JVidin9' the quotient by the original 
cos.t of plant. 

within 30 days after the effective date 
of this order stablish' a system. which will' enable his Pennqrove 

."' ,I 

and Canon r customers to make telephone:" calls. to a responsible . 
company off' cial without a toll charge;.. Th;atelepb.one n~r for 
such calls shall be printed on ,customer's b~lls beginning in 
Decelnber 98-7. 

- 30,-
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6. Applicant shall perform the following system 
m.odifications: 

a. Replace approximately 1,700 feet ot 2-inch 
temporary main above qround on Petaluma 
Hill RoaQ with a 6-inch main. 

b. Replace approximately 900 feet of 2-inch 
main on Oak Street between Wood.ward Avenue 
and Adobe Road and l-inch main on I 
Ronsheimer Road with at least a 6-inch .... ~~ ..... 
main. . . ~ ,/' 

c. complete loop of Ado~eRoad, Grove St;~et, 
Woodward Avenue, and Oalt Street; repltace 
l-inch and 2-inch mains on Grove street 
with 6-inch and install 6-inch ~ on 
Adobe Road· between Oak Street ~ Grove 
Street. (Approximately 1,S00j!eet of mains 
to be installed.) ~ 

/. " d. complete loop· of East str~et~ Grove Street, 
Woodward Avenue, and Oak .str~~et;, replace 
1-inch and 2-inch unc1.erS'J.zed.: :mains on! East 
Street and Grove Streetr. (Approximately 
1,200 teet of mains tot be installed.) : , 

e. Continue the 6-in~in on Dutch Lane from: 
Brand Lane to Petaluma Hill Road. I . 

(APproximate7,Y 1, 00 teet of; main to be 
installed. ). . 

f. Replace the . between Ronsheimer Road 
and Goodwin Ayenue along the Old. Red.wood 
Highway wi~1S-inchnains. 

7. APPlicantshall make an SOWBA application' desiqried to. 

fund only the improvem.e.rits ord.ered llerein and those required. by 
I 

DKS. Applicant shall ~ooperate' with: staff and DRS to.· draw up an' 
application deSignecYfo achieve thehighest'possible prierity. 
Applicant may use the ad.vice letter process to. d.elete frem the loan 
application one or/more of the proje~s. ord.ered herein, it he can 

to : 
demons~te that ,such omission will increase the priority enough to. 

,(1 I ' 

make it probable:'th~~t a loan will be" granted. 

,. . 
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8. Applicant shall draw up a ti~etable and priority list for 
meeting the system improvements ordered. herein and those required 
~y DHS. There shall ~e two, alternative schedules one assuming 
SDWBA financing and one assuming :financing tly internally generated 
funds ~dl or advances or contr~ut:Lons only. The timetables shall 
be filed with Evaluation and Compliance Division and served on all 
parties to this proceedinq~ not later than 60 days after the 
effective date. . ~" 

9. Applicant shall perform. the improvel!I.ents in accordance 
with the schedule !or internal financing until ~r ~ss he is 
granted an SDWBA loan. In that event,. he shall eo{struct according 
to the tilnetable for SDWBA-tinanced i:rJJ.prover:ne't}ci.. 

10. Applicant shall repair leaks and ~epair or replace 
nonfunctioning meters without unreasOnabl~elay. He shall prepare 
and retain a loq indicating the date wb~ the company was intor:ned 
of each leak, or nonfUnctioning meter, the date of repair or 
replacement, and the reasons for de ay. 1'his log shall be open to; 
inspection ~y any appearance here' -

ll. Applicant shall retun $81 in purchased water 
overcollection, in equal sharJ to each current C".l.stomer except 

/ 
those served ~y the Canon Manor system • 
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12. Applieant is placed on notice that failure tQ maintain 
accurate reliable books of account may delay proeessing Qf any 
future rate increase. 

This order becomes effective 30 days from today. 
Dated. , at San Francisco-, cal:i'tornia •. 

,.,' 

/ 
:~~. 

:t 
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7. Applicant shall make an SOWBA application designe~:1 to .' 
fund only the improvements ordered herein and those require~:1 by / 
DBS. Applicant shall cooperate with staff and ORS to draw up an 
application designed to achieve the highest possible priori-I: • 
Applicant may use the advice letter process to· delete from e loan 
application one or more of the projects ordered herein, '! he can 
demonstrate that such omission will increase the prior.'ty enough to 
make it probable that a loan will be granted. 

8. Applicant shall draw up a timetable 
meeting the system improvements ordered herein 
by DRS. There shall be two alternative sched es one assum~nq 
SOWBA financing and one assuming financing internally generated 
funds and/or advances or contrl.J:)utions onl .. ' The timetable s shall 
be filed with Evaluation and Compliance ivision and served: on all 
parties to. this proceeding, not later 
effective date .. 

9. Applicant shall e improvements in accordance 
with the schedule for internal f1 ancing until or unless he~ is 
<]ranted an SDWBA loan. In that, vent, he shall construct l~ccording 
to the tilnetable for SOWBA-~in nced improvements. 

J.O. Applicant shall re ir leaks and repair or replace 
non!unctioning meters witho tunreasonable delay. He shall prepare 
and retain a log indicati 9'1 the date when the company was intormed 
of each leak or nontun oning meter, the date otrepair or 
:I:'eplacement,. and, the r asons for delay.. This log shall be open to. 
inspection by any ap arance herein. 

J.J... Applicant Shall refund $81 in purchased water, 
overcollection, 
,those served by 

12. Appli 

current customer e~,cept 
e Canon Manor system. 

nt is placed on notice that ·failure to maintain 
1e books of account may delay processing of any 

, . 

future 
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