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Decie:ion No. 41092 

BEFORE THE PUBLIC UTILITIES co~aSSION OF THE STATE OF CALIFOP.!>1:A 

) 
In the U~tter of the Application of ) 
CA!.IFORr-:IA WATER SERVICE CObQ?ANY, a ) 
eorporatior., for an order authorizing ) 
it to increa~e r~tes charged for water ) 
~ervice in the City o£ Dixon and ) 
Vicinity. ' ) 

---------------------------) 

;.pplieat:i.on No. 28617 

McCutcher., ThoJ:Uls, ~tthew, Griffiths & Greene, 
by Robert JUnge Brown, for Applic~t .. ' 

Hans Rohwer, ~ayor, ~d RalphUoss, for City of 
Dixon. 

Applicant, cal1forni1.1. WC!.ter Service Co~pany, a corporn.tion, is engaged 

in the public utility water bU3ines3 in several ,cities' and tOwn3 in California, 

including the City of Dixon, Soll!.no County, in Which 10~a1ity the utility's 

sy~tem supplies water for domestic, com~ercin1, industrial and municipal purposes. 

In this proceeding the Company allc€es that the rates now being charged 

for water service in its Dixon district, Which were o:riginally established for its 

predecessor in 1915 and. which hc.ve not. been chaI:ged s:ince that d.ate, are no longer 

ade~u~te to produce sufficient. earnings t.o support the present investment after 

providing for operuting and maintenance expenses, taxes and depreciation. The 

Company further al1~ges tl-..:.t substu."lt.i.;>.l cl.l.pi tal addi'tions and rep1clcements to its 

Dixon system are being made and must be made in the near future, Which additional 

capital requirements have oeen ac~ompanied by materia~· increa~ed co~t~ 0: doing 

business without a corresponding increase in oper.:1ting revenues, thus resulting in 

declining net incom~.. Wherefore the Co:r ..... ..issioc. is rc~uested to increase i ts rate~ 

for water service rendered by i~ Dixon w~ter syst.em ~ con!o~ty with, the proposea 

schedule of rates set forth in the a?plicetion. 
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Public hc~rings in this m3ttcr were helQ in Dixon 3nd in San Franci~co 

before Examiner St~v~. 

The water !Upply fo~ the City of Dixon and vicinity is obtaineQ at . 

pre~ent from two drilled wells ~ -'lith a thirQ one contempl.!!ted to ,be added in the 

very near future. Electrically-driven pumps deliver the water into the main~ 

which are con.~ected to a 75~OOO-gallon elevated steel storage tank and to a 

distribution system ... the latter,. as of Deccttber 31, 1946, comprising 43,885 .feet 

of pipe v~~ng in size .from three-fourths of an inch to eight inches in di~eter. 

At the ~nd of 1946 there w~re 52Z active service cor~~ctions. 

ill water is sold at meter rates, except' £o:r fire protection.' The fire 

hydrants are owned by the City ,of Dixon ~~d serviced with water by the Company at 

a fiat rate of $60.,00 per month regardless o.f the number of fire hydrants served.' 

The only other flat rates now applied by th~ Company .~re those for private 

automatic fire sprinkler ~ervice, presently involving a single customer.' Applicant 

has not rcqu~st~d any chnnge in the rate~ for either of these services. A 

formerly authorized schedule of flat rates, applicc.bl(~ to residential, commercial 

and other purposes" is no longer used by the Company ~I.lld request is made for its 

withdr~wal. , 

Th~ schedule of meter rates presentlY in ef'f'ect," established prior to 

the enactment of the Public Utilitie~ ~ct, provide~ £~r ~n cllowance or' 500 cubic 

feet of water at a minimum monthly charge ot Sl.oo, ,wj:th charges tor aQd.i't1ona1 

use reduced successively through two blocks to 7~ cents per 100 cubic feet for' 

all use over Z,700 cubic feet per month. The Company asks that D. schedule ~f 

rates be established that will provide for a minimum monthly c~ge ot $1.25 with 

~~allowance of 500 cubic feet of w~ter, the er~ge5 for additional use being 

reduced successively through three blocks to '9 cents per 100 cubic teet for all 

use over 30 1000 cubic feet per month •. 

Testimony tor the Comp~ny waz pre~ented by thre~ of its officials, . 

Ucs::;rs. ,George t.';':illiarns"H. k.Hti:-ri3 and Fred t. t1odge., A'report on the 

results of operation of the Company's Dixon district was also introduced in 
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evidence, repr~senting the coordinated effort of the Eydra~ic, Re~earch and 

V~luation ~ivi~ions of the Commission's P~blic Uti~ities De~rtment. In both set~ 

of evidence, tho:: record~ of this portion of the Comp.'l~' s operD.tion~ were reviewed 

depreei~tion were made for the ye~rs 1947 nne 1948. E3timatc~ or ruturG revenU~5 

were ba:leo. on the ~ctual w~ter use in 1940 with c<lre'i'u1 consider~tion of the 

erreet~ or the relat!ve~y dr,y yeer of 1947 ana t~k1ng into account the expected 

incNa~e in the nuznbcr or eOlW1.lIner:s in the variou:s ela"i!'1e:itiorus. !n the 

estimates of expenses for the £uture, due cognizance was given'to the increased 

e03ts of mnterial3 and to the Co~~~'s recent expcr.Lence concerning upward wage 

and salQr,y ~dju~tment3, althouSh no allow~ec w~:s made tor any further wage 

increases in 1948 over those in effect ror 1947. 'l'he i:nportant elements of this 

testimony will be tabulatea zubsequcntly in this opinion~ 

The fixed c~pital in service now shown on the books of the California 

Wnter S~rviee COQPany reflects the Commission ~r~ncers' rJLstorieal cost 

llppraisal IlS 01' Jilnuary 1, 1927, plus suoseq,uent additions. A review was mDcie by 

engineers of the Commission t s s'tP..i'f of the net ~adi tions !rom the date of 

o.cquisition, and the adjusteci book capit~J, with allow.mees for material and suppl1e:'l 

and working cash, COltprises the r~te bases for the yet;: 1946 ~d the estimated years 

1947 and 1948. 

A~ a 'result of a study made in 1937 by engineers of trJLs Commission, the 

Company adjusted its depreciation reserve as or Decemc'er ~l, 1936, and sub~equentl.y 

used the 5 per cent sinking fund composite depreciation rat~s developed'in that 

stuqy. These composite rates, when applied to the enci-of-ye~r depreciable capital 

segregcted to certain classes, cievelop~d sep~rate over~all composite rates whieh 

were applied during the succeeding year to each of the Company's properties. By a 

continQstion of this procedure, the CocP~'s reserve for depreciation for it:s 

Dixon prop~rties? exclusive of the prorotc of the San Jo~e general office reserve, 

nmounted to $62,360 a3 of December 311 1946, s~e being 60.6 per cent cf the 

deprc¢iabl~ capit31. 
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In connection with the current proeeeding~ the Commission staif's 

engir.eers reviewed the lives used. in the development ,~f the CompAny's composite 

annuity rates end certain chaIl8es were mace in the estimated lives after giving 

consider<ltion to the present ages ~c life expectanci,es of the properties. 'the 

application of the revised rates :~terially reduces the depreei~tion (".xpense. 

E.!timated reserve require:nents for the years 1946, 1947 and 1948 were computed by 

the Commission's engineers~ based on the ~ge and life assucptio~ used in 

d.eveloping the <ll'lnuity %""cltcS. The Co::lPa.~· was in agrt~ement with these mmuity 

rates and reservc require!ler.ts. 'Ibe following tabula1~1on sets forth the sWf's 

resulting figures for the years ~entioncd, wr~ch includes amounts applicable to 

the prorate of the S~ Jose general office capital. 

Yenr -
1946 

1947 ~tim.;.ted 
1948 ~timated 

Annuities 

Sl,070 
1~60 
1,270 

End-of-Year 
Reserve Reguirements 

u..O~84 
40~962 
42,831 

The dcvclopcent of the results of operation~ s~ized from. the 

exhibits introduced in evidence by the Comp~ny representatives and by the 

Commission staffts er~eers~ is shown in the followi~ tabulation: 
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: ~t Pr~sent ~~tes : At·Proposed Rate~ 
Recorded · Est1mated by : Estimn.ted Year 1 ~S : · : 

: 

. Yellr · C.P.U.C. Staff : C.P.U.C. . C.Vl.S .. . · . 
Item 1946 · 1947 : 1948 . Starr : ComE8& · . 

Total Oper~ting Revenues 316,340 $17,224 :61e,031 $23,751 $22,545 

Expenses: 
Oper~ting & Maint~r.k~ce(l) 7,523 7,933 8,329 8,329 8,335 
General & Miscell~neous(2) 1z221 12460 lz2P 11~t3 1162~ 

Sub-total 8,844 9,393 9,8 :2 9,8 :2 9,,96 

Taxe~ (incl. Fecer~l Inc.) 2,062 2,3(17 2,410 4,705 3,959 
5% S. F. Depreci~ tion A.."lnui ty 1,,618 1,160 1,Z70 1,270 1,270 
Amortization Franch. etc. 24 :210 24 24' -

Total Expenses 12,548 13,170 13,566 15,€6l 15,189 

Net Oper~ting Revenue5 3,792 4,054 4,465 7,$90 7,356 

hverage ~ate Base 121,600 133,200 133,200 133,524 

Rate of Return 3.5%(3 ) 3.33% 3.35% 5.92%, 5.50% 

Notes: (1) - Account Nos. 1 to 35, inclusive. 
(2) - Account Nos. 26 to 47, 1nc::'usive. 
(3) - Per Cent, Net Oper~ting Revenu~s to Fixed Capital ($108,759) 

as of Decemoer 31, 1946. If comput~~d on basis of $ll,706 
expenses a.s adjusted by C.P.U.C. st'lfr and net revenue or 
$4,634 on its average rate base or $110,200, the rete of 
return would be 4.21%. 

. . 
: 

The foregoing Summtlry :lhOVi.s thPot the rotes c,f return as estim..'\ted by the 

Company ~tre subst~ntially in ~grec~ent with those estimated by the Commission's 

engineering staff. Both se~ of figures show th~t the rates proposed by the 

Company would increase the over-all grosc revenues an ~verage of about 3l.5 per 

cent over those which could be produced under the rate 3ehedule~ now in e!!eet. 

The tabulation also indie~tes that th¢ pre~ent rates cannot render ~ adequate 

return to the Company under eonditior~ existing ~d antieipated ror the immediate 

future" while the proposed r~tes mAy be expected to prcd.~ce just .:-..nd reta.50nable 

earnings from thio portion of the Com~'s oper~tions. 

A careful an~~.sis of the rate .struct~re prop¢sed by the Co~pany 

discloses that while it devictes from. the present struc·t,ure by making a greater 

'proportionate increase in ch~ges for the larger mont~r water quantities 

consumed, it h~s been devised in en effort to ~llocate the cr~rges for water·~old 
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as equitably as possible in accordance with the segregations as to fixed costs of 

~upply ~nd di~tributi¢n, eost~ va~~ng directly with 'water quantities, CU3tomer 

Co~t9, nne gener~l nOmini:tration CO$t~. Therefore, the schedule of r~tes and 

charges n.~ proposed by the Comp;.ny will be ~uthorized in the Order following this 

Opinion, with the exception th~t minor changes will be made in the monthly , 

minimum charges in order to make them more consistent with each other as to the 

various siz~s of meters listed. 

Questions were raised by representatives of the City of Dixon and its 

inhabi t~ts \:!s to the adequacy of the Company's systeJn to supply water at 

satisfactory pr~s3ures et all times, pDrticularly in I:ertain sections of the 

service ~rc~. It appears that in some e~ses, at least, it has been necessary to 

inst~ll lorger service pipes ~d meters to supp~v the premises of residential 

consumers in order to fQ~nish water at satisfacto~· pr.essures under conditions 

of peak dem.md. \fiith the institution of minimum. chart~es for the various sizes of 

meters, this might result in exorbitc.nt chF\I'ge:; for tIle amount of water delivered, 

particularly in those month~ when irrigation of lawns end gardens is unnecessar,y 

and water is, u~ed only for household purposes. 'l'he tE~!!ItimOny of the Company's 

repre:;entatives was to the effect that the program of enlarging the mains, which 

was deterred by the scarcity o!.nu,teriels and labor d~ng the war period but 

which has ceen underway !!Since late in 1946 and. during 1947, will be actively 

pursued until reason~bly s&tisfactory pressures can bEl maintained at all times 

on all parts ot the distribution system. The construction of a third pumping 

plant at a location SOIr.C distance fro:n the existing ur.1i ts, now planned for 1948 

or 1949, ,should furt.her incraaM th~ reliability or' slJ~ply ana adequ:;te pressures. 
Inrerer~nce to th~ recognition ot very1ng water del1verie!!S through 

advised as to the change and their rights to have their meter installation chznged 

to the dezired ccpacity. 



e 
EF - A.286l7 - Pg9 7 

Appl~catior. a~ entitled ~bove having oeen filed ~~th the Public 

Utilities Co:mr.i.ssion o! the State of Cruoifornia" public heDrings hav:t~ been held 

thereon, the matter having 'been duly sub!r.it;ted ana the Co::llllission now being fully 

advi~ed in the pre:r.ises" 

IT IS HEREBY FOUND AS ~ FACT th~t the r~tes now ch~rged by California 

Water Service Comp~ny, a corporation, for water ~u?plied to its customers in the 

City of Dixon, Solano COuntYT and in the vicinity thereof, are unju.st and 

unrellSonable in so far as they differ fro:n the rt1tes Established herein; that the 

rates herein ast~blished ~e just ~d re~on3ble r~tes to be charged for the 

service to be rendered; that the increase in rates authorized b~~ this deci:don 

i, hereby found to be justified; and, b~sing its Order upon the foregoing finding.s 

or f.:l.ct and upon .f'urthcr st:.:.temcnts of f.:l.ct contsined in the Opinion which 

p:-ecedC5 this Order, 

IT IS HE:P.EBY ORDERED that California ~I.o.ter Service Company, a corporction, 

be ~d it is hereby authorized to file in quadruplic~te with the Public Utilities 

Comoiz3ion of the State or California, in confor:nity with the Commission's 

General Order No .. $'6.,. within thirty (JO) day::; from the eate of this Order/ the 

following schedule of rates to be chargee for all water s6rviee renciexoed
c 

on- arid 
.. 

after the first d$y of Februar,y, 1948, to its customers in ~d in the vicinity of 

the City of Dixon, Solano County: 
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Schedule No., 1, 

GENERAL lrETEP.EO .SERVICE. 

Applicability: 

Applicable to Illl wa.ter :service furnished on a metered basis.' 

Territory:' : 

Rntes: -,. 
In the City of Dixon, .Solano County~.and 'in the vicinity'thereof.· 

Per ~ter" 
Per ..:}{..,rith.-

~~ntiti(' P~te$: 

For first· 500 cubic feet 7 ·or less • .'. .'..' e',. ',. • $1.25' 
.18' 
.1'35 ' 
.09 

For next·' 2,500 cubic. feet; .per 100 cubic feet' .. '. ~ ... 
For ,next· 27 ,COO cubic feet; ,per '100 cucI1c feet' .. '. 'oo . 
For all over 30,000 cubic feet, ,per 100 cubic feet' .. '. ' •. 

l'.inimum Charge: 

ForS/8-inch meter 
• .. '. '. .. lAW '. '. ",. • '. '. '. -. ~. '. -. of... $l.25-

For.3/4-inchmeter .. .. • '. • • ... ... ... -. '. It. ". I. '. '. .• .. ~. "." 2.00 
For, l-inch'meter .. .. ' ... ~. ' .. ' ........ " ....... ". -. '. -. ~." .3.00 

.• ... • .... "- ~. '. 4 ........ ' ••• '. '. ~. '. '.. 5.'00 
• '. .. .. ... ". '. .... ... '. '. .... '. '. '. ,.... 8.00 

For ' l~ineh oeter .. • 
For, 2"':ineh ceter • 
For J-1neh meter • 
For ' 4-inch meter .. 
For 6-inch meter .. 

• • • • .. ...... '. '. '\#' • '. ' • .-. '. '. .... 15.00 
• • • ,. .. .. .. .. .. .. • ... ~ • '. '. '. • • .. 25.00 
• .. • • .. • • • '. • .. .. ce '. '. '. '. ". '. .. ;0.00 

The !4inimum. Charge will entitle the consumer to: the quantity , 
of water which tlut monthly minimUl:l. charge will Purchase at . 
the ~uantity Rates. 

11 IS HEREBY FURTHER CRDERED that the schedule, of nat rates heretofore' 

tiled by the California.Water Service Company'for unmeasured water service 

rendered to its cu~tomers in the City or Dixon, Solano County,and.' in the 

vicinity thereof, and no' part or which schedule has belen applied for several 

years past 1 ~hall be cancelled. by appropriate tariff !'lling coincident ' With the 

filing or the above'schedule; however, th1~ portion of the Order sball in nowise 

affect the pr~lsently .. tiled Ilnd effective :r'e:tes applicable to ·the water ~upply' 

service to municipal tire hydrants 'of the City of Dixon nor tor private automatic 

tire· 8prinkler service" ~h1ch schedules are hereby continued· in·effect; .. 

The. effective date of this Order shall be twenty (20) days from and' 

a£te:r' . the date ·hereofoo . 
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Dated. at 1%1 d'i~, Cclirornia, this _....:,,~{/._ day ot 

---'l/~Q.=~=' :'=";:'-i1C---" 1948 .. 


