Decision No. 20AN2Q

ZEFORE THE RAILROAD COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Investigation on
The Commission's own motion into the
rates, charges, contracts, rules,
regulations, c¢lassiflications, opera-
tiozs, prectices, services, or any of
vhem, of RANDSEURG WATER COMPANY, a
public utlility water system operated
in end in the vicinity of Rendadurg,
Xern County, Cellforniea.

Case No. 4078

. el o el e Ve N N Nt N s ot

Chepmen & Chepman, by Ward Chepmen,
£or Randsburg Water Company.
H. R. Collins, for cortein water users.

BY THE COMMISSION:
OCPIXNION

This is a proceeding Instituted by the Rallroad Commis-
sion on its own motion, investigating the operations as entitled
sbove of the Randsburg Water Company, & coxporation supplying
weter to the umincorporated towns of Randsdburg, Johamneshurg,
Red Mountein, and Atolia iz Kera County, spproximstely forty-
2ive miles northeast of Mojave.

Public heerings were held at Randsburg before Exeminer
MacKall and the matter was summmitted on drierfs, the lest brliefl
for Randsburg Water Company beling filed on June 4, 1936.

Admittedly, this utility charges the highest rate for
domestic water service in Californle in so far as rates r;led
with this Commiséion are concerned = one cent (lé).per gel.lon

in the initial block. Eowever, in fairness %0 ell concerned, it

should bo stated thet the terriftory served lles In the lojave
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Desexrt, a section of the State of consideradble aridity, especielly
during the summer months. The effectivo schedule of domestic rTates
was esteblished by the Rallroed Commission in Decision No. 22280,

issued April 2, 1930. The domestic meter rates are as follows:

Foxr the first 1,000 gellons, per 1,000 gallons-

For the next 4, >000 galloas, per 1, > 000 88llonSenmmmncnccnan
Joxr the next 25, 000 gallons, per 1, 000 gellonSemmrencnna= -——
For all over 30 000 gallons, per 1, ooo gallons

Minimem charge ror service for ¢one month------n--------------

The wholesale schedule for mining and milling purposes was
voluntarily filed by the compeny and accopted by the Commission as

follows:

For quantities not less than 1,000 gallons nor more than
3,000 gallons per dey, Eer u,ooo gallong=reemmenccmnenam—wil, vie)
For qpantities ot 3,000 gallons per day or more, per
1,000 gallon«----— -------- e mmm e m——-—————— - o e e m e -~ 1,50
Sales to comsuners vwnder this clessifica=-
tion shall depond wpon there being a sur-
plus of water available over that needed
t0 satisfy “the demands of domestlic consumers.

=000~

The territory served comprizes s vast ria mining sec~ f

tion of the State. Unfortumately, pot“ble wwte* i maga:c 5s ﬁhlgm'iﬁ
only drinking wa»er awa;lab*a in g ﬂ? ﬁw#ﬁ surficient tor genersl
aisvrivution in the vich nity or tho area served is now in the _
possession of the Ranlsburg Water Compeny, originally prooured by
the late C.A. Burcham who opgrated the famous Yellow Aster iline.

e water system 13 mow under the contzol of his wife, Dr. Burcham,
now & resident of the southerr section of Californie. The dperaﬁive
well, locally called the "Moumtain Well," is of mine-shaft consiruc-
tion and is six miles rroﬁ.the Town of Réndsburg end to some extent

even farther Trom certain of the other towns and commnn¢ +les served.
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The pipe tramsmission line from the well to the Yollow Aster Minze
is not owned by the Randsburg Water Compeny dut Ls leased by 4t
from the Yellow Aster Mining and Milling Compeany. Tho lecse egrec-
nent calls‘rorvthe repair and meintemance of the Pipe line by the
weter compeny and tte delivery to the mine, withoud charge, of
9,000 gellons of water per month.

A report was submitted by F.H. Var Hoesen, one of the
Commission's hydrewlic engineers, covering valuation of utility
properties'and operetlion statlistics. Testimony or meintenance
and operation costs was presented in behalf of the company by
irs. Georgla Cormwall, manager and superintendent of the company.

The‘Commission's engineer estimated the kistorical cost
of the properties owned by the utllity to be fifty-nine thousand
nine hundred end seventy-ceven dollers ($59,977) as of November 1,
1935, and replacement annuity one thousend five hundred twenty-
ore dollars ($1,521). The leased pipe line was veluved 3eparatoly
at en edditional thixty thousand six hundred sixty-six dollars
($30,666) with & corresponding replacement amnulty of six hundred_
twelvo dollers ($612). No other valustlon figures were presented.

Revenue 2nd operation statistics presented may ve sum-

narized as follows:

Revenue for Year 1935-=mrmecmeemcmccm e naaaaa S — ---$Zl 533

annuel ‘
Report By Urs. - By
Accoun<ts 1935 Cornwall <Van Hoesen

E- 7 Source of Water Supply 248.12 § 1, 200. 00'*
E-18 Pumpizg 3,242.,37 I 845.00 3,000 00
E2~33 Trons. and Distr. 2 »672.65 4;640.00 2 175.00
Z~35 Commercial Expense l 600.00 2,300.00 1 800.00‘
E=49 Genersl & Misc. IExpense 6, 754 08 4,695,000 l,OOO;OO
Taxes 242_27 J300.00 200.00
10 E~52 Depreciation 1,547.64 1 547.64,'L4§21 15

Totel y16 307.13 $18,837 64 $9 696.15




Waile there was no dispute over the historicel cost of
the utility propefties, thefe was g most wide divergence over the
reasonable and proper maintenence and operation costs both for
tke past and for the immediate Zuture. Nrs. Cormwell for the
company claimed as s minimum reqpirément for future operations
eighteén thousend eight hundred twenty-eight dollgrs:($18,828).
Tbe Commission's engineer estimated this allowance to be nine
thousend six hundred nirety-six dollars'($9,696), & cum which ho
clalmed should be smple and sufficient.

During the past year and a balf the selaries of em-

ployees have been increased consideradbly. The ambunxs.chargod\

to operating expenses for 1935 are unusually high. The.investiQ
gation of actuel operating conditions by iir. Tem Hoesen for the
Comission was most comprehensive and thorough. 4n audit of the
company’s accounts was made dy our Division ¢of Finance and.ascounzs.
Meny cherges to maintenence and operation were found to be improper
and several items appeared to o unreasonable and exorblitant. TFor
instance, an agreecment was entered into by amd between Dr. Rose
Surchem, end Ford Cormwall ané Georgla Cormwell, his wife, whereby
21l the stock of the Randsburg Weter Company was to be transferred
to the Cornwalls for certalin considerations, one of which wﬁsrthe
operation of the water works by the purckasers. Dr. Burcham was
sued under sald contrect by Ford Cormwall, the Ramdsdurg Water
Compeny was at some stage of the proceeding made a party defendent
and the litisaxion expenses of both Dr. Burcham and the company,
emounting in 1935 %0 one thousand thirty-seven dollars and seventy
cents (%1,037.70), were cherged solely 10 tho water company. This
sult béing brougkt over a contract for the sale of the plant egeinst

the owper of +he sicck 1s cleexly not & proper charge azainst opera-




tion expenses except only to the extent of the actual énﬁ neces~
sery costs to the water company actuslly expended by it in 1i%s
own. dgrense as one o the defending parties to the action. Again,
Dr. Burcham, who i1s now an.elderly lady end hes not lived in
BandSbu:g for a great number of years but is a resident of
Alhambre in Los Angeles County, has during the year 1935 been
peaid undex o@e:a&ing expernses charged to the utility three thou-
send three hundred fifty-cine dollars ($3,359), designated as s
selary - for what necessary and/or essential services the record
falls to dizclose. It should be noted thet this utility serves
but two hundred exd sixty consumers and faces no wusually dif-
ficult operating problems as long as present operating condi-
tions exlist that caxnot be handled by the locel manager who is
8lso, it sheuld be rocelled, the purchaser of the entire °u3'~,
stending capital stock of the corporation under the ébove men—
tioned contract.

The cservico in gomeral hes been maintained satisfac~
torily and continuouély; novertheless there is no gelnseying the
fact that the charges made egainst the water users have been and
now are unnecessarily high. A.review o the evidence shows that
the zum of cleven thousend dollers (£11,000) per annﬁm is a rair 
end reasonable allowance for operatlion expenses including_not
only depreciation upon the ntility property but deprociapioﬁ
and costs of repairs and maintepance upon the leased pipe line.
In additién to this, there 4s also includeld a falr allowaﬁce for
Rellroed Commission andvlegal expenses proporly chargéable against
the compexy in the Ford Cornwell litigation snd such ope:ating

elp as i= reasonably aecessary but no allowance 1s cqntained
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therein for salexrlies and othef emoluments to Dr. Rose Burcham,
the absentee owner wiose reimbursement under oxlsting conditlions
of operation must and should, in falrness %o the consumers and
ali others concerned, be confined to surplus earnings oRly.

Besed upon the foregoing rindings of faet, the results of 6pera-
tiox for 1935 indicate a met return of epproximately 17.5 pex
cent upon the utility property investment of Tifty-nine fhousand
nize hundred seventy-seven dollars ($59,977). The rollowing‘te-
duced schedule of rates should produce a net return 3lightly in
excess of csix per cent upon fixed capitel invested and will in

20 wise unreasonebly bhandicap the utility. No allowance has been
made for increased dbusiness as the present record indicates that
such ar lncrease caunot de substantiel due to limitations of oxX~
isting water supply and to other uncertaln factors. Such changes
as may bde advisadle iz billing emd collecting practices eare more
properly matters to be handled through the Rules agd Re@ulations;
& revised set of which wlll be directed to be filed in the follow-
ing Order. |

The Railroad Comnission of the State of California having
jastitutod en investigation on its own motion into the affairs of
the Rﬁndsburg'water Compﬁny-as ebove entitled, public hearings
having been held thereon, the matter having been dulylsubmitted
and the Commission now being fully advised in the prQﬁises,

It is hereby found as a fact that the rates éﬁarged by
Randsburg Water Company for water delivered to its consumers in

and in the vicinity of Randshurg, Johannesburg, Red Mountain and

Atolia, Kern County, in o far as they differ from the rates au-

Se




thorized by this Order, are unjust and unreasonable and that the
Tetes herein established are Just and reasonedle retes 1o bé
cherged for the service rendered, emd

Basing this Order upon the foregoing finding of fact
and on the further statements of fact contalned in the Opinlion
which precedes tunis Order,‘ ‘w"

IT IS EEXREBY ORDERED that Randsbw‘:g.’.'la'ter Compeny be
end 1t is heredy authorized amd directed to £1le with the
Railroed Commission, within thirty (30) days from the date of
this Order, the following schedule of rates to be charged 1ts
consumers for all water deliverod on and after the Jzyiff?ddy

ot _ A dtppns , 1936:

&

VETERED RATES FOR ALL CLASSES OF SERVICE

Minimum Monthly Charees:

5/8 x 3/4=inch Meteremmmesmmmcmecmwa——- e ars e 2,50
3/4=5inCh MOtEYmmmmn e m e e —————————————
l-inch metere-e=eea== e—eeee—————- ——————————— -
l¥-inch meter ,
2~inch metereencvanas- - me—e—- ————————— 10.00
S=-inch meter==m~=- - e o e e e m o ————
4~inch motor~~-am—m—x mmem e ————————— e —————— 2%

Bach of the foregoling "Minimum Monthly Charges®
will entitlc the consumor t0 the guantity of
wator which that minimum monthly charge will
purchase at the following "Monthly Quantity
Rates.” . :

Monthly Qpantitxi&ates:

From 0 to 1,000 gallons, por 1,000 gallonS~wee=emad?, 50
Fron 1,000 to 5,000 gallons, per 1,000 gallons 5,00
From 5,000 to 30,000 galleons, per 1,000 gallonS=e~e- m—— 3,00
All over 30,000 gallons, pexr 1,000 gellons

Water will not be sold for mining and milling
purpoces unless there 1s a surplus of water
available over tha*t needed for domestic con-
SumersS., .




MONTHLY FLAT RATES

Residence occupied dy one person not housokeeping— --------- $1.00
For each additionel PersOR~-m=——-weme—mne—-- e ——————— .50
Residence occupled by ome person housekeqping-------- ...... - 1,50
For each additional pOrsohws-—eccr-recercccacneam~— N — 1
Residence, 1ot modern, occuplied dy one fam_ly O tWowemmaam
For each additionel person - ———
Residence, modexn with tollet and bath occupied by

femlly Of tWOwsmem~em—vecme= L el e et e 5,50
For each additional persoli=e-=ees-n-aee o e o o o e e e e 21.00
0ffice, s3tore or hallew—rewwrccecccas e e LR SR

All other use to be on a meter‘basis.
=000~ |

IT IS EEREBY FURTEER ORDERED that Randsburs.ﬂhzor Company
shall file with the Rallroad Commission of the State of California,
within thirty (30) days from-and after the date of tb.is Or der, -2
vised rules and regulations governing rclations with it, coﬂsume
sald mules esnd regwlations to become effective upon tae:'.: a‘copta.nce
fo» £iling by this Comuission. | : ‘_ ; |

For ell othox» purposes, the effective date of th¢° Order
shall be twenty (20) days from and after the date horeor.

Dated at Sen Francisco, Californlisa, *oh.xs Zd dey

ot ﬂw//uw?“ , 1936.
J

Commizsloners.




