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'BEFORE THE POBLICUTILITIES COMMISSION 'OF, !HESTATEOY'CALlForooA 

• _'. I' 

In thel-"~tter of the Application of ,)" 
CAI.IFORNIA WATER SERVICE COMPANY, a ),,' 
corporation~ for an order 8uthor1z-) 
ing it to increase rates charged "') 
for' water service in the Chico d:[8- )', ' 

Application' No,. '4232'8: ' 

trict. ) , 

McCutchen~ Doyle~ Brown & Ellersen, by Robert Minge " 
Brown 8:ld A. Crawford Greene, Jr., for·applicant. 

'l'be city of chico, by Grayson Price, Jean Morony, 
Fred Davis and Ross Lawler, interested par'ty., 

milM. saroyan aad John R .. Gillanders, for the, 
COiiiiiiission staff_, 

O~ I'N ION' 
~ - ..... - -'- ..... \' 

',' ,. "," 

By this app1ieation~ filedJUXle 8, 1960, California Water 

Service Company seelcs an order of" 'this Commission 8uthor1z1ng:,it',to,,, " 

increase rates. and charges for service .r~nd~ed :in' the' City:::of', Ch1co"':,,,\' ' 

and vicinity. Butte County _ ' 
',' .-

Public hear1ng"111 the matter ,was held' on December ,i,;' 1960 
\-' '." ' 

., . ' " 

at Chico and on December 16,. 1960 at San Franc:[sc:o-. 'The matter" :lsi 

ready for decision., 

Applicant's ex1stingrates 'were 'authorized" for' its Chico:', ' 

District by this, Commissioll on J\lly 5,' 19'55·., The 'r~te1~i:re~~es':, ' 

which applicant now seeks would produce additional revenues of' abO~t .' 

$103,000 aunually, an over-all increase, of' 23 per, ce~t, b~sed ·oD'.the' 

1l0rma11zed level of businessa8 estimated· for ,the year' 1960~Appi!": 
,~ .'." 

cant proposes increased rates for both metered, and·"> fl~t:: r3t~. 
. . , . 

&ervices. tbe la'tter representing, the bulk of appliea~t~ s', custoQer~. " 

l'b.e average metered service' customer 'Would find his water bill: 

increased by about 16 per 'cent and the average flat rate' 'User' ~:b,U.l " , ", 
" .\)", ,"" . !:" .. ; 
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'WOUld be increased by about 27 per cetltif the 'rates which.-app11eant .... ' .' . 

has requested were to be authorized .. 

Applicant's showing. as to- es%'t2ingsmay be 'summarized as' 

follows: 

SumDlaH of' Earnings ' 
. (Year 66 Estimated) 

~ 

Operating Revenues 
Operating,Expenses 
Net Revenue '.' 
Rate Base ~reciated) 
Rate of Retum' ' 

Present Rates 

$ 4.49,100' 
344,110 

. 104,990' 
. 2~120,700' 

4 .. 951. ' 

Requested'Rates .. ' . 

$ 552,280' 
. 400~590-.. 
.15-1,690<' . 

2 ,120'~'700" 
. '.7.15-%. 

, " , 

, 'the Commission staff undert~oka~' independent'iDv~"st:tga~:ron .. , 
'.. \ 

()f the underlying data aDd' a complete- review of applicant's exhibits. 

To the extent that' the' staff found applicant • s·· informa~1on • ~o' b~' 
complete and applicant t S estimates to be' accurate or reasonable:; the 

staff did not dupliCate such prese~tation. In end, results.,·. the ,.' . 

staff calculations'of 'rates of return differ from thO:se':of"app11cant ",' . 

by only 6/100: of one per cent under present rates ,aDd' by O~lY:"lllJ.OO··:: ..•..... 

of one per cene under the requestedrat~s.'. BOth' applicant and: staff 
, ',' .. f 

computed federal income tax .expense on the bas·is. of libersl:£:ze<l' 

depreciation. 
, " \ 

With respect to the trend. in':'rate ~f.· retUm,··' applicant' $. , 

testimony indieates:'.a decline of 25/100 of one.-per· cent a~nually,'.' 

while the staff's testimony' is. that' the decline liesb,etween:·21!lO'O,.<:' 
, ',' ,-... 

I 

and 3/10 of 'one per ceut,s year. 

'l'b.e evidence demonstrates, as the above "tabulation ..•. 
, .. , 

1udicates, that applicant is in need of andis' entitlea to': itlc~eased",' 
. "'.' ",' ., , 

revenues. ' The rates which: applicant has"proposed:,. however,: would, 

produce earni-agsin excess of those 'tomich, in the light of the . 

record, this Coumission considers to. be reasonable' for this, system:;..;' , ' 

In arriving at a conclusion astowhatconst:ltutes. a 'reasonable' ':,'>, :. ' .. , , 

", " 
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rate of return, 1t is not possible to rely on the: ,use of"aformula, 

alone; the, finding: of the Commission in such respect must represent: 

the exercise of judgment after.g1vingcons1derat1ontoall~f·the 

circumstances surrounding each case.. As. stated, appl'1carit.:t:a: ,"" 

entit1e<1~ to increased' revenues and is,' eXperiencing. a:,' decline in.' 'rate , , 

of return. Since the test year 196Ct has' ~oJ"passed,:,~pPlieant ' , 
, .. 

cannot earn either' of the rates:' of retu~ "shown in: the 'foregoing '" 

S'UmlDBry tabulation. Nor can new water 'rates ;,be, made effective' for ' 

toe full year 1961. In view of these ,circ:umstances~' theComm:[ss.i6n: 

£,in<is and concludes that new water rates should be',author:l.zed' so',', 

3s' to produce an initial rate' of ,return 'of approximately 6.7 'per.': 
cent on, applicant's rate base, based:uPon th~ test year '1960'} with. , ,", 

the prospective results that, such rate' of' return will d~clin~' to, 

approximately 6.25 per,cent when,one full year's operations: have 

been experienced' under the new water rates. ' The, Commission' finds 
.' :,"; 

such resultsc to be reasonable. , 'Further, the' Commission' finds" that 

the increases in rates and chaTges authorized here:[~;' are justified, , 

and tbat·the existing ratesand"c:harges, in so far as,they,differ 

thexefrom, ,are for the. future' unjust and unrea,sonable'.' , 

the revenue effect of th1sorder will be' to'pro'r!d'e"" 

$72;,000 in increased revenue annually after an allowance of $2,060'" 
. '.. . ,I 

allocable to net revenue as dle net income effect ofapplicaut's':;, ' 

sale of operative systems and after the deduction of the:'D'e'~~b~~"31~ 
.•.•. ,. ' \ 'c' -

1959 accrued income tax differential from the rate' base~ ,'this' 
, ' 

increase in revenue is equivalent to an over-all increase ofl~:per 

cent. . ,-' 

Applicant's existing and proposed res1dent1al'flat rate" , . 
I 

~ce schedules ap~ar tOo' be somewhat. cumbersome'~ .' In,' addition',. , 

they require continuing premises inspections. In the opinion: of the' 
, , 

'Co1lm1ssion they should be simplified. It is fair and,' reasonable to:, . 
, . '~, . '" \ 
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bill flat rate c:h8rges on a lot':s.ize,bas1s> alld the'8c:hed\l1~s';here111 
, 

authorized will be', so clas81fied~, 

, Applicant's ex:l.sC1ng,' meCer rates. are of tb~ so-called, 

"minimum. charge" type. those p~oposecl are of the "service ,charge" 
.' . . 

, , , ',.' 

type. In the CottmissiOll t a opinion the latter: type , of rate is fair' 

and reasonable for' this utility and will be authorized'.'". 

In this proceedillg. the City of Chico eross-exami':led 

applicant t s wit1lesses respecting the" letting of' contracts for con

struction work and: the relationship. of' :,tbe ~ontraetor to' applicant. , 

The COumission finds no element, of, unreasonableness. ' therein,. ' 

o R D-,ER ------
Sased upon the evidence and the foregoing:, d1seusS:1on~ 

findings and conclusions. 
'-, , 

IT IS HERESY ORDERED that California Water Serrlce,:,Company:, 

is authorized to' file, in' quadruplicate with this Coum1ssion,' on 'or ' " 

after the effective' date of this order, and in,conformity, with the:," 

provisions of General Order No.- 96~ the. sebedulesofrates,and:" 

charges set forth ill Appendix A attached to this order 8Dd,,' on not 
.. '" 

less than five days t notice to the public and to·,th1S-\,cOmad:ssion".,, ' 
-' ''''P' 
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to make sa1d· schedules effective for .. service rendered 'on '. and "after ' :, 

April l~ 1961. 

lbeeffective date of' thi~' order shall be- ~ntyc14ys,:~'· . 
. after the date hereof. 

I',.., 

Dated at · ___ ... SnIA'".u....lFrn:..w.lonj.l.ld;;,\O":x;mill.. ___ ~ California, this . "1Ftv , 
day of ___ ....;.;M.A ... RC .... H _____ ,, ,1961. 
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Schedule No •. CH-l 

Chieo TariN' ArM. 

GEN"EAALMEIERED S'E1tVICE' 

",, 

.. ,- '. 

. ' .. '\ ." 

" " 
. '. 

"'.'" 

x:mRITORY 
", " 

:'W1tb1n and adjacent. to the City o~·.Ch1co, ··ButteCoUnty .. ········ 

:Ser'V1ee Charge: 

Per·Meter. ' 
, Per Montli:> 

. F~ S/8x 3/4-1nch. meter- ........................ '. ... $- Z~30' 
F(ff: 3/4-1ncb.:imeter ••• .......................... ••• 22'.~8050:~ •. 

• '0,' 

Ft:tr l-1neh~,meter-, ................ ~ •• a ..... ,. 

~",... l~ -K-ch.:,!,'m--· '4.°;':'" ':" &~. ~~ ~~~ .w................... ~ 

Ft:tr· 2-ineholmeter ...... .................. .... .... .. 6. .. 90':': 
For 3-1nch.:imeter .' ............................ ..12.00': .. 
For ·4-1neh:)nete:- ......... _ ................... ' l'r.OO·,·· 
For 6-1nch:meter .... ~: ......... : .. ~ ........... 25 .• 00 .. "':,' 
For 8-1neh :meter .............................. , .: 34.00";;:"". 
For lO-1nch:meter ...... , •••• .:. • .; ....... _ ••. "4S~OO.'···i 

Quantity Rate...,:.. 

For all 'Water delivered," per- 100' cu.ft •. ' ........ 
"!'he Se:-v1ee Charge 13 8. reac:lirless-to- ... 
serve "eha.rge a.ppl1ea.ble to- all metered .. 
se::t"'lT1ee aM to vhieh is to be added the 
monthly' charge computed at the Quant1ty 
Rate. . 

u", , 

.$'0.085' " 



A'PP!.ICABILM . 

APPENDIX A 
. Page 2 01:2 

SeheduleNo~ CH-2:" 

ChiS? Te.r1" ArM 

RF§IDMIA.L FtA'tRATEsmyrCE 

; . , 
" '., 

Appl:tea.ble to all residential water service !Urnishecr.on a flat. .... , 
X'8.t.e:, basis. . 

Yitb1n and adjacent to the City ot' Chico" But.t.e Ccunty.· 
;,.·"f' .. Per .Service· Comlect1on ' . 

l~ Fw 8. s1ngle f'8.m1ly: res1dent.at urdt.~ . 
1nc1~ prem1:tes bArug the f'ollo\l-
1:cg lot areas: . 

'01> to· 6,~OOO' sq.1't. • ....................... . 
hom 6,001'11010,000 sq,.£t. ................. ' 
From· 10,001 to 16~OOO eq.tt. ............... .. 
Frem 16,001 to 25,000 sq.ft. • ...... oo .... . 

8.. Fot" each additional single 1"~ 
residential 'Ulli t on tho, B8me premises 
and serred :f.'r0'Jl the same service con-
nection ' ................................... . 

SPECJJ.L . CONDITIQN~ 

. .' Per' Month . , 

.$3~90: . 
.' 4.~,'··· 

; .• 30 1
: 

6·.70 

2.80' 

1.. The a.bove res1denual flat.' ra.tes 8.pp~ t.o· service ~nneet1ons
not liarger than. one inch in diameter .. 

2. All service not covered· by thea.'bove--class1tiea.t1on will:betur" -.' 
nished only' on s. metered be.sis. 

3. Meters may be 1nstaJ.ied~8.t opt101l of utility or'customer :f"~ra.bQve: 
cls.3s:::r1cat1on, in Yb1ch ev'eD.t.. service therea.fter·1dll be f'urnished· onJ.:y-' on 
the blL:lis or Schedule No. CH-1, General Metered Service. 'When a. meter is 
WtAll«1 a.t option or cust.aner, metered: service must be continued. tor' at. 
loast .:12 monthsbe:rore . service v1ll aga1n: be furn!shed at nat; rates.' , 
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