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Dec i sion No. -....;4;..;...::>_-_S_5_5_~ 

BEFORE THE PUBLIC U'l'IL~TIBS COMMISSION OF THE STATE 01~ CALIFORNIA 

In the Matter of the Appli'cation of ) 
CALIFORNIA WATER SERVICE COMPANY, a } 
corporation 7 for an order .authori.z- . ) 
ing it to increase rates charged for ) 
water service in the City of Chico } 
and vicinity. ) 

Application No. 31429 
(As Amended) 

McCutchen, Thomas) Matthew') Griffiths & Greene) 
by Robert M. Brown, for applicant; Gra~son Price, . 
City Attorney, Jean Morony, Assistantity Attorney, 
and William H. Dick, Special Counsel for the City 
of Chico; C. A. JudI, intej~ested party. 

California Water Service Comp8~i in this proceeding 

requests autho:c-ity to increase rates for water service in its Chico 

District. The application '''as filed on .May 24., 1950, and an amend­

ment to the application, reviSing the pr,oposed .schedules of rat'es 

and charges, was filed on February l~., 1951. Hearings were held in 

Chico on March 14 and 15) 1$1;1, before Examiner OTBrien. The matter 

was t;aken under subc.ission at the conclusion of the hearings. 

The Chico District embraces an area of about 6-3/4 square 

miles~ comprising the City of Chico a:c.d adjacent unincorporated 

territory in Butte COUl"lty.. The system sierves a population of 

approximately 21,000 people. 

Applicant acquired the Chico properties in 1927 from the 

Chico Water Supply Company, Chico-Vecinoivater Company, and the 

W. E. 'Whj. te Water Company .. 

At the end of 1950, applicant s(~rved 5, $14 consumers) 

99 .. 5% of whom were commercial and domestic: accounts. Water is 
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obtain~d from 18 wells in. the ar'ca, .t.wo of which are dug. wcl1~. 

The drille~ wells range from 500 to 96l feet in depth. In 1950, 

';Lbout 2.1$ billion gallor~s of wa1~er were produced. Storage capacity 
. 

is about 850,000 gallons in four elctvated steel tanks. The trans-

rr.~ission and distribution system consists of approximately 7$.5 miles 

of main, ranging in size from 2-j~ch. to. 14-inch. About :23% Of~C 
sGrvices are m~tcred. 

Applicant assElrts that the need for increased rates arises 

primarily from th~ tremc:ndo.us increase in labor ra.tes ~nd material 

prices in recent y~ars. It cites as e~plcs the 1941 installed 

c\~st of 6-inch cast iron mc.in at $1.64 per foot as compared to 

~3.23 p~r foot in 1950; in 1941, $15~35 covered the cost of instal­

lation of an avcr;;.ge 3/4-inch f1a·.t rate domestic serVice where·as in 

1950 a similar installation cost $36~60. The costs of more compli­

ci!ted installations 1 such as a well cUld pumping statio%:.1 show 

similar increases in that an i~tallntion which was installed in --
1950 costing ~16,743 was. similar to a 1940 inst~llation costing 

$20,900. Elevated steel storage ~car.J:s show similar increases in 

that a 300, OOO-gallon el(:lvated t.:ll~k installed for $37,126 in 1945 

cost $59,04$ to duplicate in 19,0. The over-all effect of theso 

itLcreascs in prices, according to nPFllicant' s testimony) is that 

its cost of doing business has increased npproximately 95% since 

1$14.1. 

Both applicant and the COInI:'liission staff made analyses of 

tho results of operations of the Chico District and ~stim.:~tcd the 

level of earnings from both present and proposed rates based upon 

the av~rage levels of revenues and expenses for 1950 and 1951. 
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The following table summarizes a portion of those estimates and 

indicates th~t the staff's studies lcad:substantially to the same 

conclusion as does applica.n't~ t s evidence .. 

: : 1950 Adjusted : 1951 Estimated : 
: 1950 : Prel~ent Rates : Proposed Rates : 

: ________ ~I~t=em~· ________ ~!~~~c~o~rd~ed~:_C~o=~~~ll~~:C~P~U~C~S~ta~!!~:~C~==~~~.~:C~p~U~C~S~ta~!~ 

Opernting Revenue $ 182,219 $ 182,1219 $ lB2,2J.9 $ 247,,6lJ $ 2.44~295 

O~rntins Exoenses 
Operation snQ Maintenance 105,422 105)1016 lCfl .. 568 ll3,840 112,O14 
Ta"o'3 24,,620 2S"J..:L7 23,356 52,':"75 5l~60S 
Depreciation (5% S.F.) 2';~04 2t291: Sz2~ 10 z 404- 2~2~~' 

Total. Operating Expenses 139,>40 J.::!9,,737 139,308 l76,.719 173;,565 
Net Revenue 4:2"t::73 42,1.£2 42,9ll 70,,894 70~730 

Ra.te! 'Ba~e, Avg. Undeprecinted 1,087"CIC>O* 1,098,,000 1,087 ,,000 l,,233,,000 1,,230,,000 
Ra.t~ or Return 3.94% 3.9% 3.95% 5.8% 

.... C'PUC sW! rate base. 

The table shows that applical:lt, under present rates in 

1950, was c.ble to produce a return of ,only about .3.9%. 

5.75% 

Applicant proposes to increase its r~tes to produce an 

increase in gross annual ::-evenues of about $55,$50, or 29%. About 

half of the increase would be absorbed: by tax increases, principally 

federal income tax, leavil'lg the: remair.~ing half ~o be retained by 

applicant in order to bring its net return up to a proper level. 

The proposed rates produce maximum percentage increases 

on the flat rat~ consumers. Accordinl~ to the record, the present 

flat rates in the Chico District were established in 1933 and the 

present meter rates in 1935 .. 

Applicant devised its prop1osed rate schedule after a 

study of the allocated cost of flatr'ate and metered service. That 

study indicated th~t rev~enues from present rates for a basic 

3/4-inch sE:rvice were 7 cents per 100 cubic feet, or 29% below the 

average cost to serve such baSic customer. The total cost to serve 

of 9 cents per 100 cubic feet reflects a customer cost of 4.3 cents, 

a demand cost 0:£ 3.5 cents, and a supply cost 0:£ 1.2 cents. 
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A comparison of the present basic s~rvice rates with the 

propos~d rates follows: 

Flat R~te Ser~iec 

Per Service per Month. 
Present Rates Proposed Ra;tes Classificatiol'l, 

For each residence of five rooms 
or less ••••••.•••••••••••••••••••••. ~ •• 

For each additional room •••••••••.••. ~ •• 
For each flush tOilet ................... . 
For each bath or shower ••• ~ ............. . 
For sprinkling or garden irrigation, 
payable every month in the year: 
Up to 3,000 sq. f~.1 per 100 sq. ft. 
oj~ surface watered •••••••••••••••••••• 

Over .3,000 sq. It., per 100 sq. ft. 
. of surface watered •••••••••••.••••.•.• 

$1.10 
• 10 
.20 
.20 

.025 

.01 

. z"tetered S€rvice 

~1.50 
.11 ... 
.27 
.27 

.034 

.0136 

Per Meter per Month 
P'resent Rates Proposed Rates 

QU.?r'l,tity Rates 

First 500 cu. ft., 
Next 500 cu. ft.) 
Next 2,000 cu. ft., 
Next 1,000 cu. ft. 1 
Next 6,000 cu. ft.) 
Next 20,000 cu. £t. 1 

~ 30,000 cu. ft., 

Mini'mum Charges 

For SIS-inch'meter 
For, 3!4-inch meter 
For l-inch meter 
For, 1,-inch meter 
For 2-inch meter 
For 2l-inch meter 
For' 3-inch mett::r 
For, 4-inch meter 
For 6-inch meter 
For S-inch meter 
For lO-inch meter 

or less . ,. .............. 
per 100 cu. ft .. . ... 
per 100 cu. rt. · . ' .. 
per 100 cu. tt .. .. ... 
per 100 cu. .ft. · ... 
per 100 cu .. f't .. · ... 
per 100 cu. f't. · ...... 

· ........................ . .... -............ *.I~. ........................... · ........................ " . · ......................... . 
'" .................... ~ . · ....................... ~ . ............................. ~ . 
• .......................... iIIl .. 

'" '" ......... ,. ............... ' . · ................ '" .......... '. 

$1.00· 
.• 20 
.15 
.15 
.10 
.. 05 
.05 

1.00 
1.00 
2.60 
3.20 
4.10 
4.70 
5 .. 60 
7.00 

10.00 
13.00 

$1 • .35 
.1S 
.15 
.10 
.10 
.10 
.05 

1.35 
1.S0 
2.60 
4.75 
6.75 

12.35 
1$.75 
33.00 
46.00 
5$.00 

Upon a full reView of the reco1rd, the Commission concludes 

that the earning level and return on the~ investment which the pro-
~ , . 

pos~d rat~s are estimated to produce are not unreasonable to . 

D' As ind.icated in a preceding tabulatiol:l, the company estimated 
that the proposed rates would producoa return of 5.e% while 
the Commission's staff concluded they would produce a return 
of about 5.75% on an undepreeiated rate base. 
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applicant's consumers and are necessa.r:y to provide applicant with 

some improvecent in its systec financ·ial position. 

Applicant proposes to 'change flat rate nondomestic cus­

tomers to metered service. To do so will require the installation 

of proper equipment. Pending such in$t;allation, which may take 

some ti~e because either the company or the customer may have diffi­

cult.y in obtaining the required materials, or in making the neces­

sar:r piping rearrangement, applicant rE~quests authority to bill 

such customers at the present flat ratets J increased in each case. by 

36%, the percentage increase proposl~d for residential flat rate 

customers. Applicant has offered to file with the Commission a list 

of such nondomestic customers pending institution of metered seI'vice. 

The City of Chi~o through the city attorney urged the 

COmmission to specify zone rates for applicant's Chico District. It 

asked that the incorporated city limits be adopted as zone boundaries 

and that one l~vel of rates be applicable for service within the 

city limits and a second level of rates: applicable to service outside 

the city limits. The city conter.ds that much of the increasing cost 

of service is attributable to incrcascdconstruct1on cost of recent 

plant additions compared to the cost of plant installed in earlier 

yoars. It further believes that such r(~cent construction has taken 

place to a major extent in territ.ory outSide the city limits. 

No evidence) however, was presented shOwing that a differ­

ential in rates would. be reasonable or 5u.stified as between con­

sumers located within and outside of the city's corporate limits or 

that such polit.ical boundary line would :M~cessarily be a proper 

barrier. There is nothing in the record of this proceeding indicat­

ing t~~t establishment of such an arbitrary preferential zone of 

lower rates within the incorporated area \lrould not result in unfair 

discrinlination against consumers living outside the City ~imi1jOI 
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A J:,ublic utility waterworks under the jurisdiction of this Commission 

operates as a.."l. independent system obl.it~ated to supply water to all 

members of the community res:Lding \\ritl!lin its area of service, under 

uniform rates 1 rules and regulations, regardless of municipal or 

other similar political subdivision bOtmdaries. 

This same issue was directly before this Commission in the 

investigation on its own motion into t,h:e operations of California 

Water Service Company's system ill Oro'tJ'i'.l1~7 Butte County, Case 

No. 3218, DeciSion No. 25337, decid,~d November 77 1932 (3$ C.R.C. 222) • 

In this decision, the CommiSSion, among other things, found as 

:follows: 

"Since its inception this Cormnission has carefully 
avoided the placing of arbi t:rary and frivolous 
restrictions and del1mitatiolllS upon rates and serv-
ice to public utility con~n.lm'~l"S. No distinction 
without other controlling rC~l.s()ns has even been 
recognized either in the rates charged consumers 
or in tl'l.e rules and regulations governing service 
ty them solely by reason of t.he fact that delivery 
was received outside of the ir:~corporated . limits of a 
municipality. There being nc' just cause why such a 
distinction should be made in, this case, the California 
Water Service Company neccssar'ily will be directed in 
the following order to remove the unreasonable dis­
crimination i:1 Rule No .. 19." 

Upon the present record it appears that the factors 

tending to increase costs outside the c:i'ty limits) such as the 

larger pr~portion of recent high cost capital, may be largely if 

not entirely offset by the fire protoct:~on costs and differences in 

densi·.~y or average consumption within the city. 

Under the circumstances, it appears appropriate to author­

ize the rates sought in the applicati,on herein. 

Applicant made an oral request that it be authorized to 

prorate the metered billings rendered during the first billing 

period after the effective date of the n·~w rates upon the basis of 

tho average daily consumption established,by the first meter reading 

subseq'l.lcnt to that c£,fccti ve date, in ord(~r to avoid the necessity 
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of readine the meterc on the efi'ec'e.ive date. It further . requested 

that the flat rates be made ei'f~~ct:bre on either the first or --
sixteenth of the month following thc~ effective date of the new 

rates. This procedure appears rea~\onable and may be followed by 

:the company. 

ORDER - ~ ... --
California :va~eer ServiceC,ompany having applied to this 

Commission for an o:-der authorizing certain increases in rates and 

ch.lrg~s in its Chico Dist.rict, a public hearing having been held, 

and the matter having 'been submitted for deCision, 

IT IS HEREBY FOUND AS A FACT that the increases in rates 

and charges authorized herein are j~~ti£ied and that the existing 

rates in so far as they differ from the rates herein prescribed are 
t,./". --

unjust and ~~rcasonable) therefore, -- rr IS HEREBY ORDERZD as follows: 

1. Applicant is authorized to :ri.lt~ in quadruplicate with 
this CommiSSion after the effective date of this order, 
in conformity ''lith the Commission's General Order 
No. 96, the schadules of ra.te;s shown in Exhibit A 
attached hereto, and, after not less than five (5) days' 
notice to the Cocmission and 1~O the public) to ma.ke: said 
rates effective for service r(mdcred on and after June 16, 
1951; and concurrently to cancel1 existing rate scbedules 
superseded by the schedule $ h~lr'einabove authorized. 

2.. Applicant, ..... ithin forty (40) days from the e.f'fcctive date 
of this order, shall file with this Commission four sets 
of rules and regulations governing customer relations, 
each s~t of which shall c ontain a. suitable map or sketch, 
drawn to an indicated scale u~on a sheet S~ x 11 inches 
in Size, delineating thereupon oy distinctive markings the 
boundary of applicantTs prcs~nt service area and the 
location thereof with reference to the imcediatc surround­
ing territory, provided, howev·or, that such filing shall 
not be construed as a final or conclUSive d~te%'!'!lination 
or establishment of the dedica~~c~d area of service or 
portion thereof • 

. 3. Applicant, within forty (40) d~~ys after the: effective 
date of this order, shall file four copies of a 
comprehensive map) dra·...m to an indicated s,::alC! of not 
less than 400 feet to the inch" delineatirlg by appropriate 
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markings the various tracts or land and territory 
served and the location or varj.c>us properties or 
applicant. 

The eff~ctive. da.t'e of this clrd.er shall be twenty ('20) eays' 

att.(lr tho dat.e hereof'. 

Dated at Los Ange~¢s, Calii'orn1a, this _~g~~ ___ aey 
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Sched\l.le No .. 1 
, 

GEt-."ERAL }'ID'ERED SER1TICE ---- -- -- -----
A 'PPLICABIL!TY 

Applicable to all ~ter service !'ur,~l~hed on So meter~ basi!!. 

TERRITORY 

In the City of Chico, Butte County, ':I.nd in the vicinity thereof'. 

Q:u,a.."l.tity Cha.rge: 

For the 1'irst 
For the next 
For the next 
For all over 

Ydni:num Cha.r~e: 

500 cU.i't .. c:r le:5s ............ . 
2,500 cu..ft.:, per 100 cu:.i't ••••• 

27,000 cu.ft.;,:Per 100 cu • .ft ......... 
30,000 cu .. ft .. :~ per 100 cu.ft ••.••• 

Per Meter 
Per Month 

~1.35 
.l5 
.10 
.05 

For 5/S-ineh meter ••••••••• ~ ••••••••••••••••••• ~ 1.35 
For 3/4-~~Ch ceter ••••••••• ~................... 1.80 
For l .. i.1.ch llletc'r ~ .- ......... 1 ••••••••••• ~ • ., • .. .. .. • 2.60 
For li-1lleh meter ............. , ................ ~ ..... ' ..... I 1..7S 
For 2-in,eh·'meter .......... ,...................... 6.75 
For' 3-ineh meter •.••..•...•...••.•••••.•.•.•• 12.35 
For ~-inch meter •.........••.•.•.••••.••.•... lS.75' 
For 6--ineh meter ................ _ .......... . ' • . 33.00 
For S-inch'meter •.........•......•.......•... 46.00 
For lo-ineh :net~r ....... , •••• II ' ............. " • • • • • .. • 58'.00 

The YJ.ni:num Chartr,e Will ent.itle the 
conoumer to the o~tity or water 
which that. month:Ly minilnum i. chAr~e 
will purchase at the '~tity Rat~~. 
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Schedule IJo ~ 2 

DOMESTIC ~ ~ SERVICE 

APPtICABItItr 

Applica.ble to all umea.sured. water ~Iervice rendered to dome.stie or 
residential COn3Ume~. 

TERRITORY 

In the city ot Chico~ Butte County~ and in the vicinity thereof'. 

RATES Per Service - Per Montn 

For each residence of five ro~ru5 or les~........ $1.50 
For each additional. room........ ..... .. • • • • .. .• • • • • • • .. .. .14 
Fo::- each .o.u~h toilet •....•.••. t It....... .. .. ... ... .. .27 
For each bath or Shower........................... .27 
For spril'lkling or garden iXTig~Ltion" 

payable every month in the yOSIl": 
For the first 3~OOO ~. !toll' per 100 :sq.!'t. 

or ~ur!ace watered ••• c •• ~ ••••••••••••••••• · 

For allover 3,000 sq. rt.), per 100 sq.ft .. 
ot surface watered. ' ............................. .. 

.034 

.0136 

SPECIAl. CONDITIONS 

ArIY new applicant. tor domestic or ~Isidential service of' water may 
select either .f'la.t or meter rates. An:! domestic, or residential. con~r 
heretofore served. at mc~er rate3 may e)Cor'eise his option to be served 
without So meter at na.j~ rates and, likowi3·e~ &rJY domestic or residential 
consumer heretofore 3e:rved. at nat ra.tes ;CliIlY' exercise his option to be 
serve4 through a. meter; provided" however" tho.t when' a:n applicant or 
consumer has exercised bi~ option to be served und.!)r either ,ehed.ule" 
such applica.."t or consumer must agree" wht1e he rema.ins a co~er" to 
accept such service at the 3elected rates tor a period ot at least 
twelve (12) consecutive months. 
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EXHIBr.C A 
Page :3 of 5 

Sehl.)dule No. :3 

m1PORARY FtAT RA'l'E SERVICE ---
APPLICABn..!TY 

Applica.ble to all unmeasured "WeLter service rendered t.o other than 
domestic or residential. eon~en un1~ meters can. be installed. . 

TERJU1'ORl' 

rAtES -

In the city of Chico, Butte County, and in the vicinity thereol' .. 

(Com~ to insert. here a list. I~t all cla.esii"icatiOM or service" 
except domestic and residentia:L ;service,. now being rendered at· 
nat rates" showing monthly ra'~~s for ~ch classifications w!ll.eh 
will result il!. eharge$ no more than thirty-six (36) per cent. 
greater than ehargelS now being ':made.) 

SPECIAL CONDITIONS 

1. No new service eonnec'l".ioM may receive service under this 
scbedule. 

2. Existing nondomestic con.5UIl1e~ may receive metered service as 
~on as the a.rr8l'lgement of piping will permit and thereaf'ter may receive 
service only under General r·!eterec1 Serlf'lee rates, Schedule No.1. 
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APPLICABILITY 

EXH!BIT A 
Page J... of, 5 

Schedule No.. 4. 

~ HYDRANT .§ERVICB 

Apl'lica'ble to .ul water service rendered to :nIJni~ip.~l fire ei~t¢rn~ 
a."'ld. fire hydrant3 for the ext .. in~li~hmeI1,t of fire~ .. 

TERRITORY 

In the city of Chico.. Butte County. 

For first l1S fire ~lU~5 and not more than 
l7 fire cisterns ••• -•.• *.~ .................... . 

For each additional fire plug or hydrAnt •••••••••••• 

SPECIAL COrmITIONS 

Per '!Jlonth 

~275.00 

1.00 

The above monthly~ate5 include ~~e of water for fire protection 
and for no other purpose. For all other use 'by pU'blie a.ge:'1cies .,or for 
water delivercdthroll,:;h fire hydra."1ts f·or any other Pl,ll"pooe p charges 
are to 'be made at the G¢nerc.l !t.etered Service rates .. Schedule No.1 .. 
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APPLICABn.m 

Schedule :t~o. 5 

. I ,. '~ .. 
<i' ... 

PRIVATE AtrrCW.ATIC ~. SPRINKlER SERVICE 

Applic::a'ole 'to all water :service l:-endered to private :Lutomatic t1re 
spr.1.nkler in5tal.la.tion&. 

TERRITORY 

In the city or Chico I Butte County I and in the vieicity thereof. 

For eaeh 2-ineh co%lMction .................................. .. 
For each '4-ineh eonnect10n ....... ~ ••••••••••••••••••• 
For each 6-ineh eonnection •••••• ~ ••••••••••••••••••• 
For each 8-ineh connection .......................... . 
For each l,-inch or under in5id.ehoee connection ... .. 
For each 2-ineh 1Mic!e hose eonn~letion ............... . 

SPECIAL COrDITIONS 

Per Month 

; 3.25 
4.00 
6.00 

10.00: 
.SO 
.75 

It not otherwise provided !or, each private tire hydrant owned and 
attached by the consumer to & private automatic tire sprinkler service 
shall be charged 1'or :conthly at. thr", same ratea:s charged. tor a municipal. 
fire ~rant. 

The above rates are Applicable only to private automatic .tire 
sprinkler :service to whicl'l no eonnecti·o:a., tor other than fire protection 
purposes a.re allowed and ,,,hich are, re,gu:La.rly inspected. by the underwri tors 
ha.ving jurisdiction, are installee. !I.cco:rd1ng to speciticatiolUJ ot the 
company, and are rna!.nta.ined to t.h~1 sati:s!'action of =said. company. The compa.tJY 
may iMtal1 the st&rtla.rd detector type lneter approved. by the Board ot Under­
write~ for protection agaimst thC!~:;', l~'al<age,or waste ot water. 

It a distribution main of adequa t~, ~ze to .serve a. i)r:!. vate automa.'~ic 
fire extinsuishing 5~tec in addition tC)all other normal service does not 
exist in the street or alley adjacent to th.e i)remises to be served, th.en a 
service lllAin from the nearest ~ting l::ru.n 01' adequate capacity ~ be 
installed at the co:st of the ai)plieant. 

For water delivered, based on tlOnt;hly meter readings, General Kotend. 
Service rate~, Schedule ::0. 1, shall apply. 


