Decision INo. Z oy .

BEFORE TEE RAIIROAT COMLISSION OF THE STATE O CALIFCHNIL

In the Mmtter of the ipplication )
)

of EANRORD WATER COLPANY for au- ) Application No. 6005.
)
)

thority to inerease rateg.

L. L. Zume, for Applicant.

IERTIN, Commiszcsiorer.

Eanford Water Compeny, spplicent in *he eoove entitled mat-
texr, is a public wtility water company engeged in the business of
élstributing and celling water for domestic Purposes to consumers
iz and in the vicinity of Henford, California.

In this proceeding spplicant asks authority %o increase 1its
rates for service, alleging in efZfect that the present rates do
not produce a revemue sufficiert to Jield meirntenance and opera-
tion expenses, replecement fund and aen adecuate returr or the irn-
vestment.

A public heering was neld in this matter at Eenford, Califor-
ria, of which all of epplicant’s consumers were notified and given
on opportunity o0 apvear and ve heard.

The original plent wes installed in 1881, or tkereabouts, by
Nessrs. Robinson and Rawlinz. In 1906 They orgenized the Eanford

Tater Company which Took over the origiral sysvem esxnd has carried

1.




oxn the utility business since that time.

The present schedule of rates was established in 1906 mnd has
contiruved without change up To the present time.

Jater is obtalined from deep wells and lifted by electrically
driven pumps into two storage tanks of a combired capacity of
150,000 gaullons located on 70 £oot towers. The water ig distrib-
wted from these tanks through 18 miles of mairs vearying from 2 to
12 inckes in diumeter.

Approxirately 1500 consumers are served at present.

At The hesring spplicant submitted a report showing tkhe book
value of the system as $209,842. This sum is subject to correction
for the purposes of tkis proceecding. The eviderce shows that this
axount includes the cost of the batk house whick is a non-operative
investeent inm this matter, a gasoline exgire which has been replacsa,
& portion of real estate known &s the ™rater tract™ whick is not used
in the production of water, and a value for an old power contract
which hes expired. 4 total of these items amomnts %o $28,800. fThere
is 2130 included $10,000 for franchise end water rights. The evi-
dence shows that $500 was paid for e franchise but no claim wes made
for water rights. It was furtker shown by the evidence that the
claim of $12,688.14 for certair real estate upon which the pump sta-
tlons are located, is excessive and that the sum of $6,000 is a more
reasonable measure of the value of this property. leking the abow
corrections, the amount gubmitted by applicant reduces to 4164 ,854.

Applicunt uls§ subanitted the sum of $28,774 as the zainterance

8nd operating expenses for 1920. The evidence shows that this

emount includes several items that are ckargeable to capital expense'

end &lso to income tax, botk of which should be deducted, and other
items such as extraordinary repairs and Railroad Commiscion exz-

pense which do rot oceur ammually ard which should be amortized




over a period of their probable recurrexce.

Applicant submitted the amount of $6,580 as & depreciation
charge, which was computed oxn the straight line basis. The Con-

mission usually adopts the sinking fund method of compuiting depre=-
ciation as the more rractlcable metrod in rate Iixirg, and this

metkod will De used irn this proceedizg.

in aprraisel of applicant’s cperative properties was submit-
tod by lr. . E. Reacdy, one of the Commission’s kydrauvlic engineers,
whick skows an esiimated original cost of $147,670. This sum &id

not include franchise velue end working cepital, whick skhould be

ircluded. The evidence also shows that the sum of $4,250 skould be
added for rights t0 use certein reel estalte for operating purposes.

ke additions o0f these items irncreases the estimate of the Cox-

mission’s ergineer to $154,420. It was impossible To further
analyze the book sccounts of applicert iIn order to reconcile the

differences between the Commission’™s engireer’s estimete of cost

end the bhook value as corrected gbove. It appears, however, that

the sum estimated by the Commission’s exgineer is reasonsble Tor

the purpose of this proceeding. 4 replecement annuity was com=
puted by the 6% sirnicing fumd method and emomnts to $2,984. fThis
suz accunmulated ammually ie designed ©o provide & proper fund for
the replscement of worn-out properties.
r. Ready also submitted an estimate o0f the reaconsble oper-
atirg oxpenses for the immediate future In the sum of $24,880,
based upon an analysis of applicant's records and a study of oper=

ating condivions. It oppears thet This estimete ic reasonable and

ney proporly sppear Iin the anxmel charges.
Toe following is & summary of the ebove iteme whieh go to

malte wp the arxmal charges:



Retura on §$l54,420 at 8% ..evvinna..... 812,354
Replacerent annUitY.cvicerececcrcconcans 2,984
Maintenance and operstion expense...... 24,880

Total estimsted axmusl ckarges..... 340,218

Tke records of the cazpeny show thaet the groas operaiive
revenue Tor 1920 was 341,641 and for 1919 it was 337.240. The
mmber of consumers hes increased sirce 1916 from 1451 +o 1509.

It is reasonadle to sssume that the dbusiness of this wtility will
comtimue to inerease. It will ve observed that the rresent rev-
exues are Iully equal to the axmuwal crarges comeidered as fair,
ard it is therefore apverent that the rates charged at presert are
conpensatory und rexmnerative snd that applicant is rot emtitled
To0 an increase in rates. |

I recommend the following order:

Banford Tater Company having made application to the Rail-
road Commission as entitled sbove, Lox authority to ixzcresse its
rates for water served in emd in the vicinity of the City of Ean-
ford, & public hearing 2aving beer held, and the matter aaving

deen submitted,

It Is Foreby Found cs & FTact thet tke present rates charged

by applicant are canpersatory sné remmerative;

Zxd basing its order mpon bthe zoregoirg Trindizg of fact ard
the other statementes of fact conteired in trze opinion whick pre-
cedes this ordex,

I7 IS ZERYEBY ORTERED thet the appliceiion of Zanford Tater

Compery to Izcrease retes ve and the same is teredby deried.

the foregoing Opinion end Order are Lereby approved snd




ordered filed as the Opinion and Oxder of tre Railroad Commission

o2 the State of Califorzis. L
{
Deted at Sen Francisco, Celifornis, tais Z]‘ - day of
Y ey , 1921,

e /—M:":?

T donpd.ssl0ners.




