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Decision No. E(H-i-é'r .

EEFORE TEE RAIIROAD COMMISSION OF TEE STATE OF CALIFORNIA.

Neteo Snith, et al.,

Compleinants,

VSe

Cellforpia Water Service Company,
& Corpoeration,
Bekersfield, California,
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Defendant.

The City of Bakersfield, a lMunicipsl
Corporetion,.

Petitioner,

VSe Cese No. 3485

Califormia Weter Service Company,
a Coxporation,

Defendsnt.
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Jay A. Hinman, for water consumers.

Walter Osborm, City iAttorney, for the
City of Bekersfield.

E. C. Elliott, for the Defendant.

CLRR, COMMISSIONER:

| | CPINION

These two cuses, involving the water rates of Celifornia
Veter Service Compenmy; & corporation, in its Bakersfield territory,
were consolidated for hearing and a public hearing was hed on

Juze 30, 1933, and the cases mre sutmitted for decision.
Californie TWeter Serviece Compenmy is a large water

utility with twenty-cne separste water plents scattered about
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the State from Redding, in Shasta County, to Belvedere, in Los
Angeles County. Its over-all earning position, as indicated by

its annual report for the yesx 1832, does ﬁot seem to be o1 an

unreasonable basis.td) However, some of its separete plants are

more proflitable tham others. Amongst the more profiteble is the
one at Bakersfleld, the rates on which are drawn into the question
by the instant compleints.

At the hearing evidence was adduced by the Commission's
staff on the historical cost of the structursl property in the
Bakersfield aree, the effect on such historical cost of current
price levels during the history of the comstruction of the property,
present value of land, the gross revemnue under present rates, the
reported operating expenses, as well as the operating expenses
deemed reasenable alter eliminating certain non-recurring items
and certain ltems deemed uwnreasenable. Evidence was also presented
by certain of the consumers as 10 & replacement cost of isclated
poxtions of the property. The company pointed out that recently
izposed Federal texes would somewhet increase its tax payments to
the Federal govermment. Of course a reduction Iin zross revenue
reduces the base upon which Federal taxes are computed end hence
does not affect the net revenue available for returr %o the same

extent. City representatives, representatives of the cousumers

and vthe willlty WoIg In COMBL2%e agresment that emy reduction inm

rates should take the foxm of a discownt om bills computed under

present rates but that no bill as discounted should be less than
$1.00.

(1) The reported net earnings aveileble for return om its entire
Californis properities indicate a realized returm in 1932 of

epproximately six (6) per cent on 1ts tangible fixed capital.
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The most difficult question invaved In these cases
iz the weiéht which should be given to the over-all earning
Position of the compeny and the earning positicon of its Bakers-
field property. ZEach ic entitled to consideration. In view
of the fact that this utility, without merked opposition, has
accepted ome adjustment and reduction in its Bakersfield rates

in recent years (Clark vs. Califormia Water Service compexy,

33 C.ReCe 130}, hes to & considerable extent recomstructed the
systexsof two old water companies which it acquired and con-
solidated, and has greatly improved its scrvice, seven (7) per
cent earning on its Bakersfield operations would secem to be Just
and felr whem considered in commection with the rather low over-
all earning position of the utility.

L discount of twelve (12} per cent on all bills computed
on prosenv rates, with the proviso'that no bill shall be less
than oxe (1) deller, should plece the Bakersfield property in the
frmediate future upon approximately a seven (7) per ceat return
besis. If business revives and its gross ea:nings pick up, it may

be thet a further adjustment wil; becoxme necessary.

I recommend the following form of Order:

OR

— —

ER

A public hearing having deen had in the matter and the
above entitled cases submitted for decision,

IT IS EEREBY FOUXD AS A FACT that the present retes
charged by Celiformie Water Service Compeny in its Bakersfield
district are majust and unreaconzble in so far as they differ
from the modified rates hereir established, (hereby found to be just

2né ressonzble) ond
IT IS EEREBY ORDERED thet Califormis TWater Service

- 3—




Company, a corporation, om &ll bills rendered comsumers for
water service ir 1ts Bakersfield distriet om and after Axgust 1,
1933, shall discount the amount thereof by twelve (12) per cent
but no bill as so discownted shall be less than oxe (1) dollar;
exd that such discomnt shell be endorsed oz each bill With &
notation subsitantielly as follows: ™Charges discounted as per
order of Reilrcad Commission.” ‘

The effective date of this Order shall be July 31, 1933.

The foregoing Opinion and Order is hereby approved and
ordered filed as the Opinforn and Order of the Raflrosd Commission
of the State of California.

1o
Dated at San Frencisco, Caeliformia, this [0 day
of Tuly, 1933.
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