Decinion No. ?2 % 5

ZEFORE THE RATLROAD COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of )
PORT COSTA WATER COMPANY, a corpora-)
tion, for permission to increase the) Application No. 4965.
rates for water furnished by =a8id )
corporation. )

A. E. Shaw for Applicant.
Eimer Westlsake snd Frauk B. Austin for
Southern Pacific Compeny.
Thomag R. Eamme, Protestant.
Courtney L. Moore for William H. Neff,
& property owner in the town of Crockett.
T. D. Joanston for the town of Martinez.

MARPIN, Cormissioner.
OPIXNIOX

In the above entitled proceeding Port Coste Water Cthpa.ny
makes application to the Railroad Commigsior for anthority to imncreese
its rates for water supplied by it for domeafic and Industrial pur-
Poses to cozsumers in the citles and towns of Concord, Port Costs,
Crockett, Tormey and Rodeo ard the various industrisl and menufactur-
ing concerns located in their environs along the Sarn Pablo Bey shore
in Contra Costa Couxnty, also for water supplied to the City of
Maxrtinez, which city in turn distributes the weter 3o its inhsdbitants

through ite mnicipally owned distridbution systen.
The application alleges in effect that due largely to in-

creased costs obteining at the present time the present rates are
non-compensatory and insdegquate arnd 40 not produce sufficient revenue
to roturn the maintenance axd operation exponses, & depreclatiom allow-
ance and Interest upon & fair valuetion of the properties used axnd
useful.

A public hearing was held in this proceeding, of vhick all
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interested parties were duly notified and given an opportunity to
eppoar and be hecard. _
The Port Costa Water Compeny is situsted in territory whieh

bas cxperienced o rapid development. ALbout 1887 Mr. George W. McNear

established & grain and warekbouse busiress in Port Coste, and in order
to provide this business and other warehonses and industrial plants,

a8 well &s tkhe inhsbitants of Port Coste, with an adequate water

supply, ke constructed the nmcleus of tkhe present water plant. This
consisted of 2 small impounding reservoir in Bull Canyon, in the vié-
inity of Port Costa, end 2 pipe sysiem which delivered water by gravity
from this canyon to thae town. Owing to the rapid develpment of industry
in this territory, however, 1T soon became necessary to secure additional
sources 0f water suprly. There being no additional sources in that
immedliete vicinity, the entire water system whick at that time supplied
Maxrtinez, was avquired in order to provide & sufficiext quantity to

caro for the neods_of Port Coste ond the indusirisl plants in thet
vielinity.

The Martinez plant wes purchased by Mr. MeNear in 1889. Soon,
however, the demand for water agein exceeded the supply eand it beceme
necessery to obtain additionel water.leny different schemes were tried,
none, however, yielding & sufficient water supply to meot the needs.

In 1898 lr. lcT¥ear orgenized ard Iinsorporsted the present welter company,
which immediately vroceeded to yurchase water bearing land in the wic~

" inity of Concord. Wells were drilled on this water besring land, whick
is known 2c Holler Peld. Tre resulite were very satisfectory and a
good supply was procured. OQther water bearing lands in tiae same vic~
inity were later vurcnased, and graduwally the »resent sources were
ecquired and developed as the demend for water increased., The purchase
of this land at Concord necessiteted the construction of é long trans-
missior main ot considereble experse. As the territory developed, the
compeny from time to time exterded its service, until at this time 1t

serves & very extensive aree along the San Pablo bay shore from Martinez

to Rodeo. This territory 2as been developed very largely by reason
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of its location upon navigeblo waters, the land comtiguous thereto
being very advantageous sites for industrial snd mammfacturing plsnts.
In 1918 the City of Martinez pnrchased‘the distribution system
within 1ts corporate limits and now purchases water from epplicant
wkich the ¢ity in turn delivers to its inhabitants. A large portion
of tho weter produced by this company is delivered to industrisl snd
LEMIECTUrLDg 18008, A7nonentls, oming %6 the lavge afenditiss of
water used, and by reasoxn of o desiro To attraot industries 1o this
distriect, specinl rotes have boon arranged beitween applicant and var-
lous enterprises.. The compeny's record for 1919 shows an average of
893 consumers with & totel amxual consumption of 59,166,339 cubic
feet of water. It appesr:s tkat lerge indugstriecl plants and various
enterprises under tais system, beving special rates, consume 89 percent
of the totel, thomgh the records show thet they sre peying oxnly spprox~
imatoly 66 percent of the total Iincome received; the remsining 1l per-

cent of the comsumption being lergely domestic use at metered and flat
rates. About 91 percent of the consumers are being served or & measured
basis. )

3y reason of these special agreements made with verious indus-
trios and large users at the time the service was instelled, meny diff-
erent schedules of metered rates cre in effect on this system, and it
is gpparent that this should be corrected and & uniform schedule of
water rates established, wkereby the anmual cherges may be egquitebly
distributed among the consumers in proportlion to their use of water,
thus removing the element of discriminetion which now prevails.

Reports and sppraisals relating to the velue of tThe Port Coste
Water Company system were subzitted by J. Q. Barlow, engineer for the
Gompany, end E. A« Noble, for the Railroad Commission.

The estimeted original cost of this system &z submitted by the
Commiscsion'™s engineor &t the hearing has beer corrected as to certain

errors and omiscions. The following is a summary of The aypraisals

of physical properties submitted, exclusive of resl estate:




Jo Q. BARTOW, for Applicant:

Estim&ted Original Cost.........t....-.-.......... $572,831.
Reproduction CoSteeceeccccccccssccnncscncacccsscscens 832,771.
Reproduction Cost Tess DerreciatiOleciececccccccsce 635,627,
inanel Depreciation (computed dy strafght line me-

thod)....O.............................l.- 21,796‘

E. A, NOBLE, for Railroad Commission:

Estimated Original Cost..-..‘..“....'............ 519'674.
Replacement Fand (computed by sSinking fund methodl 5,075,

The estimates submitted by Ir. Barlow purport to show the
estimaved originsl cost of epplicant's properties. The estimate was
arrived et by using prices of meterisls and labor which prevailed
prior to the recent abnormel increase. Suck portioms of the plent as
were congtructed during this period of abnormel prices were included |
2t their estimeted cost based on records of costs kept by the company.
No iecords of original cost prior to 1906 are available, as the books
of the company were destroyed in the San Francisco fire. The Commiss-
ion's engineef uced the same genersl method in arriving at the sums

reported by him,

The reproduction cost, as submitted by applicant, is

computed on a basis of so~called origiral cost; and by applying thereto
certain percentages the estimated yresent day costs are obtained. This
estimate was submitted for the purpose of arriving et 2 sum to ﬁe in-
¢luded In the =mmnual charges for depreciation. It appearsz from the
testimony that the differences in thé two appraisals submitted, as
rezards these items, sariserz largely from higher labor costs and overhead

percentages used by the éngineer for the compeny than used by Mr. Noble.

Generally, tlhere appears 1o be no large difference in the cost of mater-
ials used. A straight line depreciation enmuity has been computed
by applicant on thles reproduction cost.

. Mr. Barlow submitted the sum of $106,860 as the estimated
value of real estate, whereas the records of the company &8 reported
upon by Mir. Geroge R. Kibbe, Chief Accomntarnt of the Commission, show
the cost of these lamds to have been $88,321.24. An exeamination of the

record herein discloses the fact that g material portion of these lexds




are not operative property. It appears that the so-celled Chrigtopher
land, & portion of the Bisso purchase, six lots at Pacheco, various
lotes at Martinez and cn 0ld reservoir site are non-operative. The
coat of these properties, as shown by the records, was $40,172, leaving
as the cost of operative lands the sum of $48,149.

Attention iz directod to the fact that these lands are only
vartially uée& Lor the benefit of the gpplicant’s consumers. They
sre valaable T spplicant from two separate and distinct starndpoints.
The possibility of extracting water therefrom to provide & water supply
for consumers constitutes their value az a public utility property, but
& portion of the area has been plasnted to orchards which will come
into bearing in the near Pfuture, and thus the lends also have & dist-
inet value by rozson of the prospective income they will produce from
this source.

Cortein land owners in tke vicinity of spplicantis water

bearing lands have attempted to obtain a restraining ordet probibiting
applicant from extracting water from these lands. In defending its

position the company has been put to s very large experse. In 1919

alone epplicent spent the sum of $27,441.25 in this litigetion. Al-

though applicant has included this sum in its operating expenses, it
appears that eny expenditure it may make in conrection with tiis 11t~
igation is properly & part 0f tho cos3t of its rights To its water
supply, =2nd therefore & sum representing sn allowsance for tuis expend-
iture has been included in the rate bage herxelin, upon which interest
return is zlliowed.

‘A careftl comsideration of the evidence relating to the
value of thls system leads 0 tie conclusion that the applicant is
entitled to0 an interest return on the sum of $650,000.

The Lollowing tebulation, compiled from the annual reports
of epplicent to the Commisslor, shows tie maintenance and operation

expehses and revenue for the past three years:

1917 1918 1919

Maintenance end Operation Exp., $43,012.10 $52,242.41 $86,741.13
Operating Revemue, 85,587.59 94,776.23 91.743.07
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From the --evid.-onée: “the ororating o:'cpensea foxr 1919 includes
an item of $27,441.25 for a portion of waier litigavion expenses,

sald item neving been mentioned heretofore as xnot & proper anmual
maintenance charge. Furizermore, in 1919 there was lncluded $3,296.40
for legal and engincering expenses incident to the Rgilroad Commission
proceedings which are not recurrent enmually, and the total expense
for this charge should be emortized over the period of their probabdle
TOCUrTanceo. |

Taking into consideration the above facts and the evidence
submitted, tpgether with an anslysis of the operating expenses
aneretofore incurred by spplicent, end sllowing for certain increase
in the cost ol operatvion, including labor and electric power for
pumping, it appears that $62,000 enmmelly is & fair and resscmable
maintenance and operation charge. The deprociation anmuity computed
by the sinking fund method, is found to bve £5,074.97, and tiis smount
is set out as an available fund to be used Pfor the replecement of
Wwomout properties. )

A summary of the znnual cherges follows:

Interest on $650,000 & 8%, $52,000. |

Replacement Fund, 62'838.
Mainterance and Operation Expense : .
Potal: ’ ITI5.075.

The rate schedule 2t present in. effect does mnot produce
the above smount, and *ahere:fo#e it appears that the application for
authority to lncrease rates, should be grented. The rate schedule
established in the following order is designed to yield the above
snnuel charges, and also 1o remove any discriminotion which mey exist

due to the verious specisl rates heretofore in effect.

ORDER

Port Coste Weter Compeny heving applied to this Commission
for an order autho.rizing it 20 increase its ratec and a public hearing
heving boen held end the Cormission being fally spprised in the

premises:

)




It is hereby found as & fact that the present rate schedule
of P¢rt Costae Water Company, in so fer as it differs from the rate
schedlule herein set out, is unjust and mnressonable, a.;xd that the
rates herein established are Just and reasonsble rates to be charged
by said compeny for watler.

And basing its order uwpon the foregoing finding of fact, and
the ¢ther stetements of fact conteined in @he opinion preceding this
oxder, '

IT IS HEREBY ORDERED *thet Port Coste Water Company be snd it
is hereby aunthorized and directed to file with this Comﬁiasion within
twenty (20) days of the date of this order, a.ﬁd thereafter charge the

following rates:

RATE SCEEDULE:

l. Monthly minimum peymcnts for metered service:

RFor 3/4™ and 5/8" inck meters, &1.26
For 1™ inch meter, 2.50
For 1-1/2" inch meter, 3.75
Tor 2 inch meter, 5.00
For 3 inch meter, 6.00

2. Montaly quentity rates: |
Prom O to 2000 cubic feet, per 100 cun.ft., 35

From 2000 to 6000 cmbic feet, pexr-100 cu.ft., .30
From 6000 to 12000 cu.ft., per 100 cu.ft., 25
L1l over 12000 cu. £t. per 100 ecu: f£t., .165

3. Shipping Use:

For all boats, per 100 cu. ft. delivered, =~ 175
Ydinimun charge, 3.00

4. llanicipal and County Use:

l. or f£ire hydrents:
3 inck, each per month, 1.75
2 inch, each por month, 1.25
2. Tor sprinkling rozds and streets by the
City or County, moasured by taxk
wagon capacity, per 100 cu. £%. 17
A1l other rmunicipal use ot the regular
meter rates.

5. Flet Retes:

The flet rates &t present in effect shall
be incressed uniformly twenty (20) percent




The foregoing opinion and order are heredy approved and

ordered filed o %he opinion and order of the Railroed Commission

-

of theo State of Californic.
a
ted at Ssn Freneisco, Celifornis this /5 < dsy

of October, 1920.




