Decision No. (AR

AF0AT THT RAIZRuAD COMDITSSION OF THE STAIZ (F CALIFCRNIA.

In the Matter ¢of the Investizavtion on
the Commisslion's own motion of the
reasonableness 0f the mtes, charges,
practices, contracts, rules, regulad-
tions, schedules and coaditions of
service, or apy of them, of the

v ITJST:‘R- N,-A-TE..s f" Jar ::Dn‘b!-‘ Y’ 59 COI“QO I"\.ti onl,
operating a weter system in the vicinity
of Tafy, Xern County, California.

Case No. 2256,

L e T S L WL N L NP SO

Chickering ana Gregory,
Dy allen L. V“lcxering and
walter C. Fox, for Western Water Compnany.
Cokxexr F. Rathdone, City attoraey,
for the City of Talt.
COMIISSIONER:
92IrIg
In this proceeding, the Commission has insvituted oz ivs
own motion an investigation of the reaconableness of the rates,
charges, practices, contracts rules, regulations and conditions of
service of the Western VWater Company, & corporation, which operates
& public wbility water‘sy tem in and in the vieinity of Tafd,
Tern County, Californmia.
Public hearings In thiz natter were held at Taft, alterx
all intercsted partiec had been notified and givern an ompportunity

to a»near and e heord.

The Western wWatlcr Company serves az area which inclules

TV Y -5

Bk Hills, 3uena Tigia, llarlcopa Xlov, lildway and Sunset 0Ll

2ielde, wnd 2lzo inclulces the townes of Tal




entire oil field, although there are 2 few small public utilities
and certain of the larger oil coupanics operating water systems

in various sections of the oil field.

The reves now in elfect were established by this Come

mission in itz Decision No. 12004, dated May 2, 192% (23 CRC ¥89)

and are as follows:

LIONTELY JINILTRI CHEARGES

Domestic Consumers in Taft and South Taft (retail lines)--§ 1.50
Domestic Consumers on wnolesale lines 2.50
Infustrial Coxnsumers on wholesale lin€Seecaucmmeccccmmrccrma- -=10.00

SMONTHLY METZER RATES - DOMESRIC SIRVICE

500 cudic feet, pexr 100 cubic feetamua--- ———————— -3
500 cubic feet, per 100 cubic feet

SIONTHLY METER RATES - INDUSTRIAL SERVICE

30, 000 barrels, per barrel
70,000 bdarrels, ver barrel
100,000 barrels, per darrel

2ATES FOR FIRT SIRVICE IXN TEXI CITY OF TART

For 211 water supplied for fire purposes:
Per barrel S 0.0275
Pexr 100 cubic feet 49

Minimum monthly ehexge for fire purposes for each _

rydrant or conneCtiollmmmemcancccncaccrcrracnnma- —mam—— 8 1.00

Water is obtained from wells located on the Kerm River

bottonm east of Elk Hills and conveyed throusgn about 18,000 lineal
Teet of I0~inch riveted steel pipe to the fLirst booster nlant.
This plant lifts the water through adbout twelve and one-helf miles
of 12 and l6-inch transmisaion mains at 2 working pressuwe of
-bout 450 poundes per square inch to the Teft pumping plant, and
elzo delivers water to the Elk IZills ares at o yumping nressure
of 530 pounds per sguare inch. Wader for use in Talt and areas

above whe elevation of the city is again lifted to two 55,000-barrel




steel tarks at a working pressure of about 400 pounds ver square
inch. There are three otnex pump stations on the gystem which are
overated during periods of heavy draft, two of which boost water
from the main transmission line to the o1l fields south of Tafs,
and oxe plant swprlies a cmall area at the north end of the Midway
il field.

The distridution and transmicsion system comnsists of
avbout 533,000 lineal feet 0L pipe varying from two to thirty inches

v

in diameter. There cre about 3,900 service comnections and all of
the water sold is measurcd. During 1925, about 914 of the water
cold was for industrial use in the oil fields and the remaining
9% was sold for domestic use in the towns of Taft and Ford City.
Jater 15 also =0ld in wholesale guantities for redistridution
in Fellows and other mmall communities located on thé trensmission

ines.

&% the hearings, William Stava, one of the Commission's

aydrauldic enxineers, preseated reports based on a thorough Tield
end olfice investigation of thc company’s water system and opera=
vlons. These reporis showed an axalycis of the company's overating
accounts for the years 1923, 1924, 1925 and 1926, and also set out

tiae Iixed ecanital installed for each year ag showa by the company’s

Yooks, as well a5 the Pfixed capnital inmstalled, based on the Mnd-
ings of the Commlsscion in ivs Decizlon To. 12004, dated ey 2, 1923,
brought up to date by net ulditions and bettermenis. The analysis
of the operating expensez zhowed that +he company nad Liacluded
vherein many items thet more properly should have been charged %o
capival wccounts. Ihcoe Ltenms were deducted cnd added 10 *he fixed
cavnital. |
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<he results of operation for the Four yeavs, dased woon
& average caplial inedalled and using the revised operating and
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naintenance figsures referred to adove, together with {the deprecia-

tion allowance as carried on e - were as follows:.
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et Return 12.5% 18.15% 19.5%

Jig avove capltal instaliled does not include mzterial and
supplies or way allowance Tor working capital or gZoing concern. Allow-
ing *tze sum of $100,C00. %o cover materiasls and supplics and working

capitul would reduce the adbove return to the following:

1923 18 198 26

The evidence shows that the allowance for depreciation
of the physical propexrty has bYeen computed at rates vaxying Lrom
1C% to 5 per annum, which is equivalent to a life of from 8% %o
14 years, 1T the devreciation annmuity is computed on o 5% sinxing
fwnd basis. accorxding to the testimony, the average life of the

vorious facilities of a water system overating under normal ¢on-

ditions is avproximately 25 yrears. The hizh rate of depreciation

~has veen naintaincd by thiec wtility to cover +the somewhat severe

coll conditions obtalning im meny parts of the area served and
alzo, to a c¢onsideradle extent, to éover what it claims to be the
weertainty of the continued demand for water in the o0il fieldu.
The depreciation regerve from the company's records, as of
Decembver, 1926, shows a votal of $71%,684.33, ag compared to the
average cepital instalied For 1926 of 81, 940, 953,

Mr. C.I. Rhodes vresented a report for the company civ-
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ing the fixeld capital installed, az of December 21, 1926, as
$1,933,794.96., to which was added capital adjustments from operat-
ing expenses, an additionsl allowance for organization exmenses,
working capital interest during construction, and cost of develop-
ing the source of water supply, making a total rate base of
$2,152,619.41. The depreciation annuity et uwp by the company
Tor the year 1926 was given as $89,418.36, and an annuity was also
egstinated on a 5% sinking fund bvasis for the same property, amount-
ing to {#90,947.83. The replacement annuity o cover the adiusted
rate hase amounted to $98,170.

The operating cxpenses for 1926 were estim&#ed by Rhodes
to be $287,855., resulting in the operations ror 1926 produeing
e net return of 11.4 on the estimated rate base of $2,152,619.41.
The company's engineer estimated that the necessary additions and

briterments to eapital for 1827 would result in increasing the

above rate dase to 32,22C,826., upon which he further estimated

thet & net return of 8.5 chould be realized for 1927, glving due

consideration to his estimuted prodbable loss of dbusiness for <he
remaining part' of the year.

Considerable testinmony was offered by the engineexrs
for the company and the Commission relative to the probable loss
of future revemues which will oceur because some 0f the oil come
panies, large users of water, have imstalled tueir own facilities
Lo supply weter to their proverties. fThe wtility contends that
its future earning power is seriously affected by the curtailed
use of water by the Pan American Petroleum Company in the Elk
Zills erea tarough the recent action of the Federal Government in

cancelling the lease of vhe properties, and also elaims that a
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possible further reduction in oil field operntions is in immediate
rospect generally throvenout the field beeausc o: o present alleged
over-»roducvion o oil, with a consequent reduction in demands for
water.

She evidence shows hiat the Svanderd Cil Comnany mainteins
aad operates « compleve waler system to supdly iis properties azé

antc in the oil fields and oxnly buys water from the Wesitorn nter

Company &t a Lfew isolated pointc not reached by its own sysiem.

Company acguired the entire holdiﬁgs of
the Pacilic 01l Company, which was oxe of the¢ largest consumers
wegtern Vater Compaony, aund is now extending its own water
systen o éupply the properties of this conswumer, resiliing in a
reduevion In revexnues to the wstility.
Honolulu ULl Company, in comnection with the Teeifie
Gasoline Compeny, has incorporated the Homolulu Pacifie Comvany
waich has installed an independent and private water system 1o
cerve botha propertics. These two companics &re; av precent, users
ol 1arge guartities of waver Irom the Western Vater Company.
~ne Standard Oil Company hes also accuired *he Tacific
Gesoline Compuny, together with “he latter's holdings in <he
Zonolulu Tacifiec Company’s water Hy:tem.
a comparison of tlhe grogs revenues fop ke yearc of 1925
1926 shows ¢ ace in revenmues of {130,744., which was larcely
o the restricted use Sf waler Dy the Honolulw Cil Company
thae RPacilic Josoline Company. Iz the 24 three months of 127,
the utlility recelved a gross revemue of 512S,857.98, whieh is o
decreese of [I2,672.4% over the Lirct three months of 1926. wklle

imomy and Tgures showing the actual and nrodahle lo

o (o)okat Ou

Toxr 1926 and 1927 indicate that the Western Wotem Comnany

reallze the revemues Ffor %he year 1927 tha+ 14 & in ecach




of tke last three or four years, yet it is extremely improbabdle
that the revenues will decline to such an extent that they will
fall to produce o reasonable return or the investment.

Unguestionably this utility has in the past received in
excesz of a falr rate of return upomn its investment when measured .
vy any reasonable stondaxd of depreciation. However, the evidence
cleaxly shows that the revenues formerly recelved Lfrom industrial

service have very seriously declined dwring the latter part of

1926 and the first part of 1927 and, by reason of the present un-
cettled conditions in the oil fields, a reduction in the rates

for industrial service iz not warrented at thnis 4time.

A number of consumers appeared at the hearine and re-

guested the Commission to adjust the rates for the sales of domestic

water in the Laft and Ford City areas 1to nrovide the consumers with

.more weter at a price that will allow ithe vlanting of lawns, flowers

and gardens about their homes, which now is no% possible under the

existing rates for such service. The charges for water in Malt

and Ford City are not upon the same dasis, although the cities

are now adjoining, and it is requested that these rates be egqualized.
The testimony shows that Foxd City is immediately ad-

Jacent to the City of Taflt and, as o matter of fact, the two cities

may be concidered as one commuaity. When the rates now in effect

were established, Ford City was more or less of a tent colony

with no certainty as to future permanency and the rates applied

were those charged in unfeveloped domestic territory. Ford City

is now a well-settled and permenent community end there no longer

exisve any necessity Ilor a rate different fronw that charged to

the consumers residing in Taft.

Tae area waich this utility serves with water is some-




what arid and there is no adeguate locel supnly that will produce &
potable water; Thege conditions have wade it necessary to bdring in
weter from a considerable dlstance through long transmission mains
and, bdecause 0L the rolling nature of the couxntry, it is also
recessary to 1ift the water at least twice by high duly pumps after
bringing the water to the surface‘at the wells. The magnitude of
this water gystem hos been determined primarily by the demands for
large quantities of water for oil operations throughout the area
served, as is indicated by the fact that approximately 91% of the
revenues is derived from this class of wholesale use. Although it
is equally true that the domestic service now rendered could not
Ye maintoined &t its present cost and standerd excert for the
large Celiveries for industrial vurpozes, it is apparent Lrom the
evidence that the domestic rates o not »rovide sufficient weter
for the price paid and that taere chould be an adjustment made
therein to eliminate this ineguality and to remove cextain dis-
crimination now existing in the application of the charges for
gdomestic uce.

The following form of order is recommended:

QRDER

The Relilroad Commission having instituted an investiga-
tion on its own motion into the reasonablencss of the rates, prac-
tices, contracts, rules and regulaticns, and conditions of the
service of the Western Water Company, & corxporation, nublie hear~
ings naving been held thereon and the Commission being fully in-
formed in the natter,

IT IS EERTZY FOUND &S 4 FACT that the rates charged W
the Western Water Company, a corporation, Tor water delivered to

ite consumers in Xern County, Iin so far as they differ from +he

retes herein established, are unjust and unreasonable and %hat

v -
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the rates hereln ectablished are just and reasonanlce »ates Tox such

@

SCrvicCe

«nd besing the orler upon the foregoins findings oX Tact
end upon the statements of fact contained in the preceding orinion,

IT 135 ZEREZY OXDIRZD thet the Western Water Company, a
corporation, Y and the same is hereby authorized and direcied to
file with this Commission, within thirty (IC) days from *he date
of vhis order, the followins sohedule of rates %0 be charged Lfoxr
water delivered o its comsumers on and affer the first doy of

august, 1927.

MONTELY LIINTIUN CTARGES

Jomestic Consumers in Tarlt, South Taft and Ford City
) 3 o
(retail 1‘nes)------------_---------_---_-__----_---_---V 1.50
Domestic Consuaers on wholesale Linefemmeremmmmcccacccc—oceee 2.50
Industrial Consunerc On wholesale lifeSecmmmmmmmmemccwcoaee e 10.00

MONTILY METER RATTES - DUMESTIC SIRVICE

First 4C0 cudhie feet-----------------------—---—---------~--—$ L.50
Over 400 cubie Lfeet, per 100 cubic feCtmmmcmmmmmmmemaccccana 1)

LONTHLY MTTIER RANES - INDUSTRIAL SERVICE

Firss 90,000 barrels, per VArTelemmmmmmmmmmcccoccmcocmaooond 00275
Yext 70,C00 Tarrels, DEr Hurrele-mmmmccacccccmeccccacaccace .02
Over 100,000 bYarrels, per YOrrel---mecermm;cccccmccccceeeace NOAR)

2ATES FUR TIRE SERVICHE
Lo Do CL0Y On TART
ana,
ED CITY
SN ks

For all water supplicd for fire nurposes:
e barrc1------------------------------___-__---_-__n--$ 0.0275

Pexr 10C cudbic S T i Oy 49

dlnimun monthly charge for fire purposes for each
hyérant or connection-----------------------------------$ 1.0C

For all othexr purposcs the offeciive doate of +his ordexr




(20 daye from and a=fter the date hereof.

The foresoing opinlon and order are heredy aprroved

-

the Cninion and Order ol the Railroad

and oxdered Ziled o
micoion ¢f the Shate of Talifommia.
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sean Trencizes, Califormis,
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