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OJ?INION 
-----~-

Ean10rd ~~ter Co~pany, applicant in t~e above. ent1tled mat­

tel', is a public u til1. ty water C OI:lI'ru::lY engaged 1n the busino ss: of 

aistributing and selling water for domestic purposes to consumers 

In this procee.CiillS applicant asks authori ty ~iJO inCro.s.se i'ts 

rates for service. a.ll.egi!lg 1:1 effect tllat t~e present rates do 

not produce a revenue sui~1cie~t to Yield maintenance an~ opera­

tion expe~es, repl~ce:ent fund and an ade~uate re~ on the in-

vestltent. 

A public hec.:cing was ilela. i.n this ::.:latt.er a.t Ee.ru!'ord, Cali~or­

~a, o~ wilich all of applicant's consumers were notified and given 

a.n opportunity to appear ana. be heard. 

The origin&l plant was installed in 1881, or thereabouts, by 

~essrs. Robinson and Rawl~s. In 1906 they organized the Hanford 

~ater Company which took over th~ ori~l system and has Carried 
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on the utility business since that time. 

Tho present schec:lule of rates was esta.blished. in 1906 and has 

cont~ue' ~~thout change up to the present t~. 

":Vater is obtained from deep wells a.nd lifted. by alec'trically 

driven pumps into two storage tanks of a comb~ed capacity of 

150.000 gallons lOcateci on 70 ,foot towers. The water is distrib­

uted. from these tanks through 19 miles of maills V'&..I.7lLg from 2 to 

12 inches in ~~et6r. 

APpro~tely 1500 consumers are served. at pres~nt. 

At tile hearing applicant subltitteci So report showing the book 

value of the syste:r. as $209,84.2. Zais Sutl is subjeet to correetion 

for tbe purposes of this proceeding. ~e evidence shows that tUs 

amount includes the eost of the bath hOUSe which is a non-opera.t1"Qn 

investment in this z::atter, a gasoline engine which ha~ ceen replsC8 ct. 

a port;ion of real estate known as the "Water tract" which is not used 

in the production of water, and a value for ~ old power contract 

w.h1eh he.s expireci.. .A total of these 1'tems am01%Ilts to $2.8,,800. There. 

is also include,d, $10.000 for franchise and water nghts. The evi­

<ienee shows. that ~OO was p6.id :for e. franchise. ·out no claim was ms.d.e 

for water rights. It was :further shown by the evidence that the 

claim of i12,688.14 for cortain real esta-ce u:pon 'r..b.ich the pwnp s'tB.­

t10ns are located" is excessive and that the ~ of $6.000 18 a more 

reas ona·ole me.asure of the value of thi s property. Making the a.bow 

corrections. the a.::nount subIo:tted by s.pplics.nt reduces to $164,854. 

APplicant tl.lso submitted the sum of $28,774 as the maintenance 

and. operating expenses for 1920. The evidence shoW's that this 

amount inc.l.udes several 1 toms that are eJlargea.'ble to cap1 ta.l. expense 

and &.130 to income tax, both of v:b.ich should 'be ~educted. and. other 

items ~ch a.s extraordinary repairs and Railroad Co~ss1on ex_ 

pense which do not occur a.nnua.lly and which should be amortized 

2. 



over a period of their probable recurrence • 

.AlJplic.o.nt submitted the amO'lm:: of $6,580 as a. deprecia.tion 

charge, which was· cOmlYc.teo. on the stra.1gh't line 'basis. The COI1-

mission usually a.dopts the sinking l.~d method of computing c1.epre­

c1at1on as 'the more practicable =ethod in rate fixing, and this 

method will be use~ ~ this proceed~. 

An appraisal of applicant's operative pro~erties was submit­

ted. by l!:t'. M. E. Reac.y t one of the Co:m1ssion's hydra'C.1ic engineers, 

which sllows an eS'~:1mated Origina.l cost of $147 ,6'10. ~is ga:m did 

not include franchise value e.:lcl working espi tal, which should. be 

1::.cluded.. The evid.enee &.1so shows tha.t the sm: of $4,250 sb.ouJ.d oe 

acidecl for rights 'to use eerte.1n real estate for operating purposes. 

~e additions o~ these items increases the estimate of the Co~­

miseion's el:.gineer to $l54 t4:20. !t wa.s impossj.b:.e 'to fttr'ther 

ana.lyze the book a.eCOtc:l.'ts of ap:plicent :tIl. order to reconcile the 

diffe.renee s ·ca:tween the Co:::lI:liss,ion r 8 engineer t s estil:a'te of cost 

and t:b.e book vslue as corrected. a"oove. It appears, however t that 

the sm: estit:.a.ted by the Commission's e:o.o'""ineer is reasoD .. a:ole :roX' 

the purpose of this proceeilig. ;. repl~cemen t a.nnUi ty VIaS com­

:puted. by the 5r~ Sinkil:g tand. x::.e'thod and e.mOtmts to $2, 984. ~is 

sam acc~u1at~~ annually ie ~esigneci 'GO proviae a proper fund for 

the replacement of wo~n-out properties. 

~~. Ready also submitted an ost1mate of the reasonable oper­

e.t1r.g oxpenses :for the il:r.mediate :future in the S'!lI:l of $24,880. 

based upon an ~nB1Ysis of applicant's recor~s and a study of oper­

a.ting concli tions. It ~~pea.l's that 'this estimate i3 rea.sonable and 

'I::UlY propor1.y a.ppear :tn t..ho emrmcl charges. 

't.:le :tollOW1ng is a. sUlD01ary of the above items which go to 
malce ttp the 1J..tIl'ltla,:!. obargos: 

s. 



Return on $154,420 at ~ ••••••• _ •••••• 
Eeplaeement annUity •.•••••••••••••••••• 
MAintenance and operation e~ense •••••• 

$12,354 
2,984 

24.880 

Toto.1 C $. tims:te d a:o:a:a:nl e h8.:r:ge. s • • • •• $40.218 

~e records of t~ c~any show that the gross operative 

revenue :for 1920 wn.s ~,41.541 anel for ~919 it was $37 .240. ~e 

ll'Il::l.be:c of consumers has increa.s~cI. sU:.ce 1916 from 1431 to 15090. 

It is reasonable to ~seu:o that tho business of this uti11ty~~11 

cactinue to increase. It Will oe obs&rve~ that the present rev­

enues are ru.lly equal to the an:c:a.a.:L charges eo::.e1dered as fD,ir, 

a:c.d it is therefore D,1?l'arent that the ra.tes eha.:rsed. a.t present are 

co~pensatory tind re:Mnerative and. that applicant is not entitled 

to an incre ase in ra.te s. 

I recomcen~ t~ followi:g or~er: 

BAnford rrater Company having ~a~e applicD.tion to the Rail-

rosd. C0=1ss10n as. entitled. above, for a:c.thority to 1::.c.rease its 

rates tor water S&rv~~ in ~nd in the Vicinity of the City of Han­

ford, So public hea:ci.ng having been J::.eld. and. the ma:t.ter ;lS.v.tng 

~en submi'tt.ed. 

It Is Eereby Found ~ a Pact that the ~resent rates Charged 

,by s,:!,)pl1.eant are canponsatol:7 and. rez::mnerat1ve; 

And basing its or~e~ upo~ the =ore50i~ finding ot fact and 

the other stateme~tz of f~et contained. in the opinion which pre-

IT IS f:c:;:>ZBY O~ tha't 'the ~:p:plie~:~ion of Ean:ford trs:ter 

com:pru:y to ucraaze re.t.es be and the same is hereby denied. 

~e ~oregOing Qpi~on and Order are hereb~ ap:proved and 
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ordered filed as ti::e O,pi:l1on and. Order of the ?..ailroa.d. COmclSeiOll 

of the state of califo:,,~~. 

Dated &t San Francisco, california, this 

_..I.IL~ __ ' 192.1. 

tL-1 L . day of 


