
Decision No~ ___ ~_,_7~r-_~_~_7~ __ 

BEFORE. THE PUBLIC UTILITIES COMMISS ION OF THE STATE OF CALIFORNIA 

In the l¥'latter of the Application of ) 
CALIFORNIA V1ATER SERVICE cor.~mY, a ) 
corporation, for an order authorizing ) 
it to increase rates charged for ) 

Application No. 32884 

water service in the City of Willows ) 
and' vicinity. ) 

McCutchen, Thomas, Matthe,,,, Griffiths and 
Greene, by Robert Min~e Brown, !or . ...applic:ant; 
Clyde H. Larimer for ity 01" Willows and 
County of Glenn, protestants; John Power and . 
c. T. Coffey for the Commission sta£~. 

OPINION .... ----~-.-. 

C~lifornia Vlater Service Company, by the abo~e-entitled 

application filed November $, 1951, seeks an order of thi~ 

Commission authorizing increased charges for water $,ervice 

rendered by it in ·the City of Willows and vic:~nity in Glenn County. 

A public hearing in the matter was held before EXaminer 

Emerson on May 2$, 1952 at Willows. Except for the city and 

county, representative no person came forward at. t.he hearing to 
., 

protest the proposed increases in water rates. No complaint ·or 

other comment regarding adequacy of service was made. 

Rates, Present and Proposed 

,The rate schedules now in effect in the ·company's 

~'lillows District, except for private automatic sprinkler service, . "." 

are those filed'· January 21., 194$ and made effective· February 1, 

1948 as authorized by the Commission's Decision No. 41107, dated .. 
January,. ~, 194$ in Application No. 2e664. 

The following tabulation is a general c·~mpar:tson of 

monthly charges for water de~ivered to domestic or residential 
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consumers at both the ~resent and proposed flat rates, the last 

column showing the percentage increase which would result for any 

particular classification of use: ' 

: Monthiy charges: : 
: Per Service' : .: 
: Present: l~:::"oposea: Per cent': 

: ______ ~C~la~·~~~s~i~£~i~ca_t_i_o~n __ or~U_s_e ________ ~:_Ra~t~e_s_·~:_Ra~t~~~s_.~:ln~c_r~e_a~se: , 
.' 

Residence with 5 rooms or less 
With bath and toilet 
vlith bath only 
~litn toilet only· 
Each additional toilet 
Each additional: bath 
Each additional room over 5 
Sprinkling or garden irriga ti on, 

payable during May 7 June, > July, 
August, September,.' and Octo'b er: 

For the first 3,000 sq. ft.., -per 
100 sq.. f't. 

For area over ),000' sq. ft., per 
100 sq. ft~ , 

Say 6-room house With ba'l;h) ''linter 
and tOilet 1 wit.h·:3, 000 ) Summer 
sq. ft. of irrigation ) 

$l .. 8; 
2.4.5-
2.l5 
2.15 
.)0 
.30 
.. 15 

.075 

.03 
2.60 
4.e5 

$2~2l 20,,?,%-
2, .. 95 20~4 
2.59 20-5 ... " 
2'.59' 20.5· 

'.36· 20~'O' 
~36 20.0' 
.1$ 20.0 

.09 20 .. 0 

.0)6 20.0 
3 .. 13 20'.4 
5.$3 20~2 

-,' 

The rates for general metered service as presently: in 

er!~ct and as proposed by,the company a~e'as ~ollows: 

Quantity Rates: 
Per Meter per'Month : 

Present, Rates Proposed ~tes 

First 
Next 
Next 
Over 

500 cu • .f't. or less, ... _ ...... ' ... 
2,500 cu.ft., per 100 cu.ft ... 

27,000 cu.£t., per 100 eu.£t •• 
30,OOO.cu.!t., per 100 cu.!t •• 

1.u.ni:um Charge: 
" 

$ 1.25 
.22 
.16 
.11 

For 5/S:...inch me'l;er.' ........ .o ...... .o ......... ' $ 1.25 
For 3/4-,inch meter................................ 2.00 
For l-'irich me~r.......................... ).00 
For l~-inch meter •••.• ~................. 5.00 
For' 2-inch meter;.· ......................... .; 8.00 
For 3-in<:h meter~ ~ ......................... ; 15.00 
For l...-inch meter........................... 25.00 
For 6-inch."meter........................... 50.00 
For $-inch me'l;er.~ ....................... . 
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. :$ 1.75 
.23 
.19, 
.J.4 

.. , 

$ 1~75 
2.40, 
).60, 
6 .. 75 

10.00 
1$.$0 
29.80 
55 .. 00 
81.00 

, . 
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Rates'applic~ble to fire protection service ror publ.ic 

use were originally filed by the company May 5, 1941 and became 

effective June 1, 1941. They are composed or two parts as 

follows: " ' 

": .1 A - GEtnera1 charge ..... ';...................... $90.00 per month 
B - AClditional for each hydrant owned' 

by .. company:,: .............. ": .' ........ '......... • ... .50 :per month , \ .. 
The company proposed to continue these rates in effect without 

change., with: ·'service· for all othe r pu bli~ uses at the general, 

metered service·,rates • 

. . :- 'I'he·'presellt,.rate SChedule for private automatic fire 

sprinkler servic'e ,includes rates for service through 4-inch, 

6-inch a.'ld $~inch· ;'connections and was filed by the company July 21, 

1937.. The companY"now proposes a: schedule of rates f.or private 

fire protection . service' to includ.e additional sizes of connections 

and to incr~~ase:·the· ,'existing rates, but eliminating rates for 

inSide hose connections. ", 

, . , As of the end of 1951 the . company serw}d 482 flat rate 

customers, 77$ meter rate customers, and, 100 fire hydrants. The 

average residential and commercial customer would experience an 

increase of about:·7$ 'cents a month under the rates proposed oy 

applicant. . .' .', " . " 

The System, Ciro\\'th' ·,a.nd Cost Trends 

Willows District is one of applicant's 21 operating 

districts. The first public. water system in Willows was owned 

and operated by the .W~ll.~s.·,~va:ter' and Light Company which sold 

the system to Bat.tle~, Creek Power Company, a sub'sidiary of Northern 

California Power Company. in 1907 • It was later owned o:! 'Northern' 

California Power Company',~' Consolidated and Pacific Gas cLnd 

Electric Company. Applicant purchased t.he system from the latter 

company in 1927. 
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As of December'i'31, ;(l953., tnis: cfi'st.ri'ct secUred, all of 

.l.itswatel'" supply from"fo,ur,.'c'omp'a"ny-'own-ed";wells. These w~~lls. 

~'ra.nge in size from 12 toZJ..>:in'c!les',;diameter'o.f casing 'and! a,re 

-'from 220 'to 7,0 'feet deep_ '~'1aterlis'li£ted' from 'the wells into 
',the 'transmission a...,d distribution 'system by 'means o.f deep-well 

:}pumps :d'riven' by elect-ric moto'rs.'Due'~ 'to the' flat: terrain, the 

entire district is operat'ed "3:S a sin:gle :'p;r:ess'ure zone. 

As of the end of: the year ':1951, : its custo~ers w~~re 

,~rved -:through 107,252' feet 'of tran~srili;ssi!on' and distribu.tion 'rria.1n:s, ,. 
"varying 'in size from ')/4 to 12 inches. Pressures ar~ maintain~d 

',and water provided for peak perio'ds 01" consumption and. eIrle'igenc\fes 

',by means, o£ a 100,000-gallon elevat'e'd ~steel tank. Ad.d1ti'onal 

'mains and services are being ~nst~lle~~uring the current year to 
.... ~. ,. • f' I J. ,"": take care of increased ;numoer o'feustome-rs which it is, est~mated 

will total about 40 .. 

The l,ast rate in:crea,se in ~/il:J:ows was made necessa:ry by 
increased costs of construction a:nd 'operation encountered up to 
the end of 1947_ A-e that time i'abora:na costs of rr.aterials and 

/' ,,' " ' 

supplies had doubled Over the same costs 'be.for'e the war~ It was 

cont.emplated that postwar growth and corresponding eXpansion and 
reinforcement of the water system might have reached a pe~k and 

that a leveling off of cost trends might ensue; 'lIiitne~s .for 

applicant testified that_the district has' experienced a. steady grOWth; 

however r and the processes of inf'lation have,not.1ess'ened.but, to .. tkie 

contrary, have accelerated. Applicant has increased its, capi-eal 

inv.estment in ~'lillows from abou-e $240',5'OC at the end of' 1947 to, nei:e 
than $'.3'4.,.000 at the end' of 1951. 

The record in tllis proceeding clearly S:lOWS that 

applic:ant has installed more than 11,500 feet o.f distribution 

main,~ placed one new well in operation to increase production 
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, "-."'" 
by abou:t 680 gallons ~r minute, has installed a gas engine standby 

plant and. connected 258 new services since 1947. Th"~ ev'±d:ence 

shows that these were installed. at, ever-incre~sing costii which on 

an ovc:r::--all average are 43%· above 1947 costs. During th:e' same 
period applicant has had.· to meet four general wage increases and 

an ine:r:ease or 37% in federal income' taxes. 

Financing of Properties and Expansion 

The record, shows that the amount which appl,icant has' 

invested in Willows since 1947 is more than twice the aggregate 
I 

net revenues received from the district. X.ronie-s tor investment' in' 

~'lillows,' therefore, could come only from sale of securities.' In 

meeting its, capital requirements through issuance of securities' 

applican~t· seeks to provide for' all' of its plants, and not foi::: one" 

particular system:, or district. In general it has financed its" 

investment in plant through the issue of bonds, notes, preferred 

stock, and common stock., As of the end 'of 1951 its capital 

struct.ure consis'ted of $6.4%' long term: debt, 20.3% p~ef'erred s,tock 

and 27.3% common stock and surplus. 

Applicant-f~s stock is widely distributed. ~i'litness .for 

applicant testified, "that no single stockholder owns as much as ~fo 

of the., total shares.' From the rate and earning viewpoint its 

standing in:the money market must be on at least the same' lev~las 

other utilities of like: characteristies or it may not be able to . 

obtain t.he amount' ¢l' capitAl so necessary to t.he .rinancing of its 

expanding growth in plant.. In pass,ing upon the present proce'eding, 

this Commission must'! co'nsider, amone: other things, the maintenance 

o~ applicant's earnings at such a level as will afford th'e utility 

an oppox;tunity to earn a reasonable ~eturn on the capital reasonably 

employed 'by it so as to maintain its credit and attract capital 

sufficient to dis,charge its public duty in meeting the'· reasonable . 

demands tor service. (&;~~) ,r" 
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Summary of Presen~a~ions 

The 'tabulation 'below is a summary of the presentations 

respecting results' of oper:J. tions as made by applieant and the 
I ~ : • 

Commission staff.· Components thereof are diseussed.in succeeding 

paragraphs.' 

Present Rates ProEosed Ra'tes 
A2E!ieant CPUC. Sta1'1'1: Aj5j)Iicant CPuc -Sudi' 

Adjusted Year 1251 .... 

$1~;599' Net Revenue $ 9,635, ~. 9,271 $ l4 ,970 Rate Base (Depree. ) 242,414 2lJ. ,sao 242,414 
, 2i~1 ~~g~%; , Ra te of Return 4~cPP ).83% . '6.2% 

Estimated Year 12.~2 ." 'J' ,. fl • ... Net Revenua $ 9,396 $ 9,497 $ 147919 $ l4,'970 Rate Base (Depree.) 253,315 251,700. 253"..3'15 251,,700 Rate of Return, 3.7% ).77% 5.9% ' 5.95% 

Rat.e Base 

In developing a rate base upon which applicant may be 
, 

entitled to earn a ~etur.n, applicant 'used as a starting point 

~he fixed c,apital used by the Commission in the last rate ease 

and followed the methods heretofore used or r,ecommenced: by the, 
.' . 

staff of the CommiSSion. There is no important element of' 

, difference between the rate base developed by the staff and that 

deverop~d byappli~~t, since applicant did not in this proceeding, 
\ 
, 

seek to include any item eliminated or modi£'ied in the previous 
'. ,.,1 

case. Such difference as does exist is attributable to the 

manner ·in .~hich working cash capit.t,l h.?s been estiL'lated and to 

the manner in which unexpended extcnsicn deposits have been 

included as part of fixed capital .. 

Depreciated rate bases were developed from weighted 

'. average undepreciated rate bases by deducting t h~rerrom the 

d~preciation reserve on'a. 4~ Sinking tund be-sis as 'o!~the 

beginning. of·the period. 
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• 
For the adjusted'ye::.r~ 1951 applicant derived a 

depreciated rate base of $242.,414, while the'staff base was .. ' , ' ... 

~.241,S,OO. The deprccia-:ed ra:te bases of applicant and~~ta£.f, 

ror the estimated year 1952, are $25:3.,)15 and ~251, 700,' 
. . . 
respectively'. We shall a.dopt, for 'the purposes of tl"'..is proceeding, 

rate bases' of 4~242 ,400 and ::;;253,300 for the adjusted year 1951 
'. . 

and· the estimated year 1952, respectively, and we find said· 

bases to be fair and reasonable. 

!<.evenues. ?XPenses and Rate of Return 

As in its development of ~ate bases applicant, in,the 

main, adopted. Commission staff procedures in adjusting its .results 

of past operations and in estimating most of its future operating 

expenses. There is, therefore, no.substantial disagreement 

between the results .of operations as pres~nted by applicant and 

the staff. 
, I 

For the adjusted year 1951 and the estimated year 1952, 
' " I 

on a modified Sinking fund. basis in which 4~ interest on the 
I.' . ~ " . .' 

depreCiation reserve is inclu~ed .. as an operating expense, the I . '" .. ,'. ., . 

results of operations for. the ~vi11ows Dis·trict 1 as adop-:.ed as 
. • I ' •• I • ~ ,I I.. • 

fair and reaso:la'ble estimates for, the p\l~.?ses, of. th:(s. proceeding" "..".." 
-are as r ollews : 

. A \lst-ed··,Year : Estimated Year 5'2: . 
resent :. Propose res·ent . Proposed · . · Item : Rates Rates ., Rates Rates · · 

Operating Revenues $ .57,2'eJ. $ 69,0$$ . $ .59,410 $ 71,637 Operating Expenses 47z6~6 24 .z 11S 20 z014 26 z718 

N,e-c Operating Reven. ue 5 9,63.5 14,970 9,396· 14,919 , 

Rate Base (Depreciated) 242,400 ~42,400 253,3:90 25;3,300 

Rate of Return 3.9,7%' 6 .. 18% 3.7l% 5.$9%' 
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It is apparent, from the above tabulation ,that , 

applicant is exper:iencing a less than r~asonc?ble return ~nd 

is also faced with a declining rate of return under the proposed 

rates. Applicant cannot enjoy increased rates for the full year 

of 1952 and will ,not realize the returns above indicated. It is 

reasonable to expect that 'because of t he downward trend indicated 

above, applicant will realize a rate of return of about 5-3/4% in .. 
the first l2-month period in which new rates may be fully effective .. 

Position of Protestants 

Pro'testants City of ~lillows and County of Glenn made . 
no specific presentations during the course or this proceeding.. , 

They expressed full eonfidence in tllis Commission to arrive a~ 
just decision in the matter on the basis of the evidence received. 

Conclusion 

It is apparent from the evidence that the present rates 

will yield inadequate income from future service rende~ed in 

~·lillows.. The recor~ ,likewise 'indicates and we hereby find that 
, . 

the ra.te of return of 5-3/4% which applicant wilJ; recei vo from .".--" 
-its proposed schedules of increased rates is reasonable. The .~ ,: 

requested rates are r~asonable and will be authorized. Initial 
i 

billi.'"lgs under the new rates '"ill be prorated on the basis of; 

average daily consumption. 

o R D E R 
--..-~-..,. 

California Water Service Company having applied to this 

Commission for. an order authorizing increases in charges for water 

service rendered in Willows and vicinity, Clenn County, a publie 

hearing thereon having ~een held and the matter having been 

submitted for'decision, 
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; IT IS, ·HEREBY FOUND AS A FACT that the increases in 

rates and .charges ~"'thorized herein are juSotified and .tha\the: . , 

exi~ing rates, in SQ far as they differ -eh&refrom, are unjust, 

and unreasonable; therefore,.' -IT IS HERBSY ORDERED that app1ic,ant isauthonzed to. 

file in quadruplicate ~th this Commission ,the schedules of rates 

set forth in Table 2 or Exhibit No .. 2 of this proceeding as 

specifically modiri~d in Exhibit A attached hereto, in accordance 

with General Order No .. 96, and, after ~ot less than five (5) days' 

notice to the COmmission and the publ~c, to make said rates 

e:f'fective for all service rendered on .and aft.er September 16, 1952. 

The e:f'£'ective date of this .order shall be twenty (20)' 

days after the date hey or • . 

t. Il:l.tec\ at ~,~""";.p1"Ca.li1'Omia, this. /7~y of: 

--.:!..~~ , 195.2. . . 

/I I < • 

Comm1ss1.OMrs,. 
. . I' 

ZOAl:oth PottOl" , . ' 
Co=i:J:l~oncr ............. : .............. ~ ....•....• ' 1:loir.Z 
x)'ocoosc.rilj" o.bcont. d.ia. not po.rtiCipo.to 
1:0. tho d.i~;.io::li ~iotl. of thl;:, z,rocooa.l:ae;. 

. ~~ . . ' .... ! 
'/". 
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EXHIBIT A. 

The r~te schedules ~ot forth in Table 2 o! Exhibi~ No. 2 

in this proceeding are approved. a.s 3peCii":i..Ca.lly modified balow: 

Sehed:ule No. 1% Ceneral. lietored Service 

Approved without e~o. 

Schedule No.2, Domestic Flat Rate Service 

Approved withou.t ehMge. 

Schedule No. 3% Monthly Rat~sfor Public Use, 

Chazlge title to react: "Public Fire Protection Servico". 

B.aJ.a.nce of Schedule a.p:pr~ed without eh.o.cgo. 

Schedule No .. I.. Private Fire Protoction Service 

Number Special Conditions and omit last pl1r3graph. 

Balance ot schedule ~pproved. withOut change. 

'. 

,I 
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