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Decision No. 89859 JAN 16.1979 -. 
.... ~.. ... .' 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of ) 
PATTERSON CITY WATER COMPANY p a ) 
corporation, for an order authorizing ) 
it to· increase rates charged for water ) 
service. ) 

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

A'oplicationNo.5784.1 
(Filed. Janpary' 30, 1978) 

W1lliam Miller an4 J. B. Patterson, for 
appl::.cant. 

E. t .. Cooke, for the Commission sta£f • 

. OPINION, - ...... _----
This application seeks a rate increase for water utility 

service in Patterson City Water Company's (applicant) service area 
'Which is located in the ci t,y of Patterson in Sta:o.is1aus County.. The 
company has 1,249 services p all of which are :etered.. It .alleges 
that the increases are due in part to offset increases in payroll 
and related costs, material costs, and. power costs. It is .alleged. 
that applicant's distribution system is old and. extensive repa1rs 
and maintenance are req,uired in order to properly serve Ule customers 
of the system. It is al.so asserted. ~hat the cost of such repaJ.rs 
and maintenance are steadily increasing. 

The proposed rates were designed to produce a rate of 
return of approximately 10.4 percent. It is alleged that this rate 
of ret~~ is the minimum necessary to enable applicant to maintain 
its cr~it standing and attract new cap~tal at a reasonable cost. 
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The ori~al cost o£'utility'plant as of AugUst 317 1977, 
was$511767~. Applicant uses the s~raight-1ine rema,ning lire 
method at a rate of·2.1 percen~ for computing depreciation for 
ratemaking purposes._-

The '. hearing was cOllduetee. by Administrative Law 
, . 

Judge Gilman on September e7 19757 in Patterson. At the 
.-..... 

hearing there was no formal participation by any consumers, 
although several memoers or the 'audience asked ques~ions about ~he 
company and Commission rat~cing procedure which were answered. 
The company·s representative testified explainjng the unaudited 
financial statements and the exa.ibi ts attached 'eO the application, 
which ~re received by reference. He adopted the starf's estimates 
and resul'tiS of operations which were supported by testimony from 

the st3!'t appearance. The sta£! appearance also submitted a letter 
or opinion from the Commission's Finance Division recommending a 

10.40 rate of return which would include an allowance of a rate of 
11.06 percent tor common equity. This opinion noted that the esttma~ed 
capital structure 'for 1978 would be approxi=a~ely 62.; percent common 
equity and 37.; percent debt in the r~r.m Ot intermediate-ter.m loans. 
This ratio excludes the long-te~ debt incurred oy the company under 
the sa£e Drinking Water Bond Act)! 

11 Approval for this financing and of a rate surcharge to provide 
only that amount Ot revenue needed. to service the debt to the 
Dep~~ent or Finance ~ provided in Decision No. 89055 in 
Application No. 57464. Because that surcharge, which is 
refundable. if it should produce excess revenues7 is intended to 
exactly offset the cost of the 10an7 and since no depreciation 
is to be allowed on the additional plant? the impact of these 
transa.ctions is considered only to the extent. that there may 
be an impact on property taxes or on maint.enance. 
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Discussion 
Since there is no dispute over rate or return~ and since 

the company at hearing adopted the stafr's results or operations, 
there is no need ror an extended discussion. Table I is the star£
sponsored Smmnary or Earnings £or recorded 1977 and. estimated 197e,. 
comparing applicant's original Stlnlma.-y of Earnings 'With that p::opo~ed 
by the stat!: 
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: Year : 4.;l;lH ~a::l:: : Staff ~lie&Dt: .. -.' oJ·:-.' 1977 : Present : h'oposed : Preset1t : Propose4::~eeds~: 1978 ",: 
~Reeo'z:'ded~ Raee!l Rat:~8 . R!t:!:!1 R.e~, . sin ftc"; ' .. 

~ Adopted.: . . 
Oper. Rev .. $13$.43$ . $151.115, $196.500 $158,520 $206.040 $ 7,405 . $176,780 
SO'WBA Rev. 8.2~0 8.280 ~8.2802 8'.280 

'Iota 1 135,435 151.ll5 196,500 150~240" 197 .. 160;: 875 168.500 
Deductions 

Oper. Exps. 112,234 131.000 131,000 121,400 121,400 9,600 121.400 
Depreciation 9,610 11,945 11,945 11,,300 11.300 64S 11.300 
TAXes ~her 
Than Income 12.168 12.821 12.821 8,700 8,700 4,121 8,700 

Subtotal 134,012 155,766- 155.766 141,400 141.400 14,366. 141,.400 
.Taxes on·. Inc.. 212 200 11.232 200 10.7SO 2.~ 

Total Oper. 
Exps. 134,22.4 155,966 166,998 141,600 152.150 14,366 143.830 

tlet Oper. Rev. 1.211 (4,851) 29-,502 8,640 45,610' (13,491) 24,670 
ep_ Rate B&lIe 226,395 284,77~ 284,774 237,410 237,410 47,364 ,237,410 

Rate of Return 0.51. 10.4't 3.6:- 19.n 10.4"L 
Avg. No. of 

Customers 1.254 1,254 
(Red ?1gur~) 

# At present rates. 
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Applicant had originally used a test year average deprecia~ed 
rate base of $2$4,774. The staff reduced this to $237,410. The 
principal ~~ount of this adjustment is for the purpose of elimin
ating plant fin~ced by the Sate Drinking Water Bond Act from' 
applicant's rate base. 

The oajor differences between applicant's and staff's 

estimates of operating costs are in purchased power ~~d payroll 
expense categories. The staff' calculated its po~er require:2ent 
based on its estimate of water sales. The power estimate was 

allocated to the pumps based on applicant'S 1977 power bills ~~d 
then rebilled at the. present effective PC&E schedule taking into 
account recent reductions in electric Charges. 

Th~ staff made a field investigation of applicant'S system 
during !/.a.y ,of 1978. It conclu~ed that the service waS generally 

.. ' ... t r sa ... ls.ac 0 Y: It noted, however, that low pressure is experienced 
in some portions pf the system. ,The staff's analysis indica~s 
that this was due in part to old, undersized, and leaky pipes in 
the system. The installation of plan~ fin~~ced ~~der the Sate 
Drinking 't'lat.er Bond ACt. is int.enc.ed to correct. this problem.. Appli
cant has acquired additional l~~d on which to install an additional 
pressure t~~k. The staff recocmended that ~oth o! these re:edial 
steps be taken as soon as possible ~o improve 'water pressure. 

The company failed to provide notice of filing the appli
cation as required by Section 4;4(a) of the Public Utili~ies Code. 
However, it did furnish each customer with a bill inse~ notice. of 
the hearing itself. We believe ~ha~ there has been subst~~~ial 
compliance with that statut.e and t.hat the Commission pursuant' to 
Article XII, Section 6 or ~he California Constitution, has the 
power to fix rates'dcspit.e the failure to co:ply strictly with 
Section 454(a), so long as the underlying legislative purpos~ is 
accom?lished~ None of the cuStomers objected to 'the lack of I 

notice of the filing of the npplication. 
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Findings 
1. The Commission finds that the staff's esti:ates of 

operating revenues, exper~es, incl~ding taxes and depreciation, 
the rate case, ~~d the rate of return for the test year 197$, are 
reasonable .. 

2. The increases in rates and charges autnorizee by this 
deciSion are justified and are reasonable; ~~d the present rates 
and charges, insof3r as they differ fro~ those prescribed by thiS 

" 

deCiSion, are ro~ the !uture unjUSt and u~reasonable. 
:3 • The tot.o.l D,."l:oun t of t.h.e increase in a.."l.~ual r:eve!'lue 

authorized by this decision is $18,300; the rate of return on rate 
base 'is 10.40 percent; the return on CO:::lon e~uity is 11.06 percent. 

4. Applicant has complied °Nith the intent of Section 454(a), 
Public Utilities Code, by giving customers notice of hearing but. 

did not give the statutory notice of tiling the rate increase 
application. 

We conclude that the rate increase should be gran~d 
in part and denied in part. 
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o R D E R - ..... ...., ---
IT IS ORDERED that after the e£!ective date of this 

order, Patterson City Water Comp~~y is authorized to file 
the revis~d rate schedules att~ched to thiS order as Appendix A. 
Such ~iling shall comply with General Order No. 96-A. The effective 
date of the revised schedules shall be five d~ys after the date 
of filing. The revised schedules shall clpply only to service 
rendered on and after the effective date of t.he revised schee.ules. 

The e.ffecti ve date of this order shall be thirty d..lYS 

C ' . 4'" • hi II .d-, a.~.orn~a,~. s ~ 
after the date hereo!. 

Dated a'to $ul Fra:DdIIOO 

day of JANUAil , 1979. 

commiss:l.oners 

" .. 
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APnNDIX A 
Page 1 of 05 

Schedule No. 1 

APPlICA!ILITY 

Applicable to all metered vater service. 

TERRn'ORY 

The City of Patterson. and v1c111!:y~ Stanislaus County. 

RATES -
Quantity 'Rates: 

First 300 ea.ft • ., per 100 ea.ft. 
Nexe 19.700 cu.ft • ., per 100 eu.ft • 
Over 20.000 ea.ft •• per 100 ea.ft • 

Service Charge: 

..... 

..... 
$ 0.35 (I) 

.43 I 

.38 (I) 

For 05/8 x 3/4-ineh meter •••••••••••••••• 2.55 
For 3/4-1nch meter .................. 3.10' 
For l-~nch meter •••••••••••••••• 3.80 
For 1 1/2-inchmeter •••••••••••••••• 6.00 
For 2-1neh meter •••••••••••••••• 8.00 
For 3-1ncb meter •••••••••••••••• 105.00 
For 4-ineh meter ••••••••••••••••• 20.00 
For 6-1nch meter .................. ..48.00 
For S-1nch meter •••• ,........... 70.00 

The Service Charge is a read1ness-to~s.erve charge 
appl1cable to all metered service and to vb1ch is, 
to be added the quantity charge computed at the 
Quantity Rates. 

The purpose of the Sureharge. is to gefle.rate suff1e1ent 
revenue to repay the amlUal debt of the Safe Drlnld.ng 
llater Bond Act loan. It shall be separately identified 
on the monthly bill. 

Surcharge 
Per 100 cu.ft. 

$0.028 
.023 
.028 

(I) 
Jo-, 
(X) 

(C) 
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APPLICABILITY 

APPENDIX A 
Page % of S 

Sche<lale No. S 

Appl1.ea.ble ~ all f1'%'e hydnn: se:r:v.tce fu:nisbcd ~ tIlUIlic:tpa11e1es, ~ul,. 
orgatdzed or incorporated fire discrtcts, or other poUtieal subdiv.tsioos of 
che Suce. 

TERRITORY 

The City of Patterson and viciu1ty,. St.anislaus County. 

Per Month 

For eachwbarfhead hydranc •••••••••••••••••••••••••• $1.80 

e S'PECIA'r. eom>!'I"tONS 

1'. Yor water deUvered for other than fire protectio11 parposes to 
contractors,. cankers, settli~g dust,. or any individual requesting vater,. 
water vi II 'be furnished at t1:e 1'1ant meter located on NOr1':h Sth Street 
in che City of Patterson, County of SUU:1s1aus. Charges for th~ service 
shall be made at che Quantity Rates Uft~ Schedule No.1, Cener41 Metered 
Service. 

2. The cost of itlSullation. and maintet1&uce of hydrancs w1l1 be borne 
by the utility. 

3. Relocation of auy hydrant) shall be at the expen.se of the par1:y 

requosting relOC&tion. 

4. The utility w111 suopply only such water at such 1'ressure as TlJJjY 
be available from cime to time as the result of its nor.ul operation of 
the system. 

(I) 
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APPt.ICA'S!L'!'I'Y 

APPENDIX A 
P.~e 3 of S 

Schedule No.5-A. 

. . 
Applicable to aU fire protection serv1ee furn:1shed to mcn1c.ipal1t:!;es 

organized fire d1.triets, and other political subd1v1s1ona of the state. 

'l'E'RRITORY 

'l'he City of Patterson and vieirdt:y, Stanislaus County. 

Standard Rydrane 

Sirsgle O\Jtlet 
Double ~tlet 
l'r:1ple OY;ltlet 

SPECIAL CO!(l)InONS 

$4 • .50 
5.00 
5.60 

(I) 
I 

(I) 

1. 'the eost of installation and ma1nt~ee of hyd.rat'lts v1ll be borne by 
the ut111t,.. The pGblie autborlty w11l pay for the reloeat1Ot'l of an:,. hydrants 
owned by the utility. 

2. The above rates include use of water for fire proteet10ft and for no 
other pu~se. For vater delivered through fire hydrants for any other purpose~. 
eharges will be mAde, therefore, at: monthly qa.antit:y rates, Sehedule No •. 1, 
General Metered Serviee. 

3. The ut1lity w111 sUl'Ply only such vat:er at sueh pr'ess\lre as may be 
available from time to time as a res\llt of its nomal Oper&t1Of1 of the system. 

4. Fire hydrants w111 be att&ehed to the utiliey's distribution ~t'l. only 
as authorized by the proper pubt1eauthor1ty. Such authorl:utiot'l 1IIIlst des:LgMte 
the size and type of hydrants and speeif1eally state the location at vb1eh each 
1~. to be installed. 
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APPLICABILITY 

.APPENDIX A 
Page 4 of S 

Sc:hedule No. S 1-S 

Appl1.c:a'ble 00.1,. for wat:er service Co prtvately owned non-metered f1.re 
spr1t'Jkler systems ~ere vater is to be used only in use of fire. 

The City of PatteJ:'SOll and 'V'1C:iu1ty, StauislGS County. 

S!~ of Se~c:e 

2 ixh 
4.1nch 
6 inch 
81.nch 

S'P'EC'IAL COND'!'t'IONS 

$ 4.50 
6-.75-

10.00 
15.~, 

(1) 

I 
(1) 

1. 't'heminUwm 4i.ameter for fire sprinkler service v.Ul 'be 2 1.Dc:h .... ~and 
che 1I)4x:tmum d1C!leter will not be more chan the d1..lmecer of che main to vh1c:b 
the service is attached. 

2. The customer will pay, witbout refuud. the entire cosc of installation 
of the f1re sprlDkler ser.r1c:e. 'the a~ve v111 be c:otlStraed to inelu4e the 
necessary fittings, valves, pipe~ vault, if fJ.ec:eSSArr;. and detector c:heek valve 
or simil ... r device to l.nd1.c:ate the use of water. Also" if a d1.strl1>ud.Oft ma1u 
of adequate size to serve the private fire sprinkler systea.in addition eo all 
other servic:e does not ex1st adjac:ent to the premises eo be served, a service 
ma1n from the !'1earest eXisting mai!'1 of adeqa.ate capacity shall be i!'1se&lle4 at 
the cost of the appl1e&1lt. 

3. the customer's installation beyond the c:~yfs detector cheek valve 
or similar device ~st 'be such as to effectively separate the fire sprinkler 
system from that of the =stomer's regular vater service. There shall be no 
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APnNDIX A 
Page S of S 

Schedule No. 5 T-S 

cross ecnmec:t:iOfts made unless specific approval by the comparay is granted, an<t 
che any such eross eonneetion shall be made only under the supervision of che 
Comp&tsy. Arry such U'O&uthoriu<t cross eo=ec:tion may be the grounds for the 
imme<tute disconnection of tbe spnt1kler serv:tce without l:f.&bllity to the 
company. 

4. Any uD&uthorlzeduse .of vater,' oth~ than .for. f1-re ext:1%!gu!shing
purposes •• , be che g%O\mc!s for che 11111Se<1Ute diseozmec:t1on of the sprlUl.er 
service without liability Co the co=pany. 
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APPENDIX B 

NOTICE 

BEFOtt THE PUBLIC UTILITIES COMMISSION" OF TEE STATE OF CALIFORNIA 

In the Matter of' the Application of l 
PATTERSON CIn WATER COMPANY~ a 
corporationp for an order authorizing' 
it to increase rates charged tor water 
service. ) 

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

Application No. 57041 

The Commission held he~gs in this matter on September $, 
197$, in Patterson. The Commission starr submitte4 evidence indieati~g 
that the originally proposed increase was excessive. In response 
the company agreed to reduce the amount or increase requested. As 

reduced" the rates would generate an"additional $18.}OO in 

gross revenue, 12.2 pe~~ent more than esti:a.ated unde..;- present 
rates for 1978. The applicant'S service was also considered. 

The company gave not-ice o~ t.he heating but £a1led to give 
notice of the f'iling of the application in the manner required ~y 
law. It you did not know of the hearing because o~ this f'ailure and. 
believe that anot.her hearing is required, you may write to: 

CalifOrnia Public Utilities Commission 
State Building, Room 5171 
3;0 McAllister Street 
San FranCiSCO, CA 94102 

Attention: Administrati ve Law Judge John C. Gilman 
. --.: ... ,. ..... 

gi ving, the reasons.. 'You may also addresS' any inquiries concerning 
the' applieat.1on to that add.ress. 


