Decision No. 25424 ”‘L' gf‘ﬁqﬁ.

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALI:ORNIA‘

In the matter of the Application of
RANDSSURG WATER CCOMPANY for an order
authorizing increase of ratrsc Jer
water service, ancd for interim order
‘authorizing immediate increase of

Application No. 29502
rates for water service. '

Amended

L N A A

Thomas J. Kelley, for applicant;
James B. Nosser, for himself;
Giles A. blliot , for comnercmal
Water users.

OPINION ON AMENDED APPLICATICN

In the.original proceeaing of this‘matter the Commission
in its Decision No. 42010, issued August 31, 1948 established a
tenporary emergency schedule of raves to be charged by the Randsburs
Water Company for water delivered %o its consumeru. This rate

provided for a monthly minimum charge of $3 with an allowancc of 400

gallons of water, and a charge of 60 cents for 100 gallons for all use
over the 400 gallens. |

This interim rate was reaffirmed by the Commission in its
Decision No. 43113, issued‘July 12, 1949, in a reopened proceéding,
However, the mat:erfwas held open in order to permit the Commiséioh
staff to investigate the resalts of operation of the system at éhe‘
interim rates. Subsequently, the company f£iled an amended applfcation
asking the Commission to establish a schedule of higher interim‘rates,
which thereaftor would be made permanent. Thege rasves p*ovided for a
monthly minimum charge of $3 for 300 gallons of water or less, and
90 cente per 100 gallons for quan*itiee over 300 gallons. Thc company

alzso 1uked that a mining and milllng rate be established asg lO cents
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‘per 1,000 gallens, for transporting through ivs pipe lines watef
purchased by mining intérests from outside sources of supply. Kppli-
cant also asked that the deposit for establishing credit be incfeaséd/
from &3.33 to &5, and that a charge of $1.50 be auchorizéd fér @oving
a meter from one service connection to another when a consumer qhangés
nis place of residénce.‘ i |

The company alleges in the amended application phat tﬁe
temporary rates established by the Commission did not produce suffi-
ciont revenue to pay the operating expenses, which included the .
puréhasé of waver, and as alresult no profit was earned on the invest-
ment in utility property. ‘

Public hearings on the amended application were held before‘
Zxaminer Stava at Randsburg on April 6 and April 20, 1950. | |

The water supply for this system is normally obtained:from
applicant's Mountain Well, located approximately 6 miles northeésterly
from Randsburg. The.production of water from this source hasrgiadu-
ally decreased from 15,000 to 8,500 gallons per day. Approximately
8,500 gallons per day is being purchased from the so-called Alﬁpach
Viells, this'source of claimed nonutility water being named afteé
Jomes Alspach, now geéneral manager for applicant. Storage for'éhe
sysvem is supplied by six tanks having a ¢ombined capacity of lﬁb,éQQ
gallons. The water is conveyed and distributed through 49,611 feet of
pipe lines varying from 4 to 3/L inches in diameter. There afe,2883
conzumers being served, all on 2 metered basis.

The company, by its general manager, presented evidence
showing the results of operation of the system for the years 1948 and
1949 at present rates, as recorded on the books, and estimated #hat |
the 1990 revenues from the requested rates would:total.$30,000;;which

sun was estimated 0O ¢over maintenance and operation expenses for the

year. The Commission staff submitted a report showing the results of
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operation for the year 1949 and estimated for l950lat present raﬁes,
and also estimated carnings for the two years had the requested taieé
been in effect. |

Computations a2s to the earnings for the years 1948 and 1949

arc as follows, all based on the present rate level:

company : Commission Stafl ' E
: 1948 : 1949 : 1949 | :
:Strajght-Line:Straight-Line:Strajgat-Line:Sinking Fund
Iten :Devreciation:Depreciation:Depreciation:Deprecizstion:
Rate Base $74,730# © $78,38LF $L0,250% $9L,722
Oporating Revenues 22,004 25,116 25,116 25,116

Operating Expenses 19 G937 30,747 21,828 2L, 828
Depreciation 176 2,221 2, ‘221 1 136

Total Expenses 22,113 32,968 24,049 22,961
Net Operating Rev. (109) (7.852) 1,067 2,152
Return - - 2.6% R<3%

# Book Fixed Capital :
* Undepreciated Rate Base less Book Reserve

(Red Figure)

In the above table, the company's fixed cepital is the swm
set up on its books, while th¢ Commission staff's figures for this
item are based on on appraisal of the system made by the staff zn cén-
nection with Application No. 28825 (Decmgion No. L1869, issued
July 20, 1548) brought up to date. |

The differences in the 1948 and 1949 company revenues are

due to the increased rates esvablished by the Commission in its
Decision No. L2010, supra. | | }
The number of consumers has dccreascd from 329 in 1947 fo
238 as of December 31, 1949, a decrease in two years of 12%. ‘
The differences in zpplicant's operating cxpenscs for theuc
twe years arise from the purchase ¢f water from the Alupach Wellgir

during 1949 a2t an average cost of $900 per month for the year.

-3=-




. A-29502 EL

The record shows that the winters of 1948 and 1949 were unusually
severe and caused considerable inerease in expenses, largely for main
repzirs resulting from freezing temperatures and for bauling water
during the periods that water was not available £rom the pipe lipes.'
Expenses were further increased during 1949 because of repairs to
Tzeiliti es resulting frem deferred maintenonce. The Commission svafs

zdjusted expenses for the year 1949 were estimated as providing for

reasonzble maintenance and operating expenses for this system under

normel conditions.

The estimate preparcd by the Commission staff for l9sd
operations shows slighcly lesser gross revenues at prcsenc‘ratesébut_
excessive returns if the proposed rates were made effectlvc.

Alspach testified thoet the present rates were not producmng
sufficient revenue to pay the expenses; and that if the rates were‘
not increascd, he would be compelled to,discontinuc purchasing water
from the so-called Alspach Well source and ration the water availablé
from the Mountain Well source, which now provxdcs only about onc-half
of the¢ consumer requirement. The quantities of water produced from
the two sources of supply and sold during the year L1949 follow:3

o Gallons
Mountain Well 3,227,050
Alspach Wells 3,0&6,525

Total Production 6,273,645

Water Sold : :,568,&0
Losses 2,705,244
Per Cent Loss L3.12% |
The unusually heﬂvy losses were explzined by applicant*s
witness as being duc to brecks in the pipe lines dur;ng the winter of

1948-19L9, lecks that were difficult to locate, and the drippzng of
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water in consumers' homes. This witness testified that 25 to 30
gallons of water could be dripped per day through a single serfice
without heing registered by the meter. He testified that the €ompany
owes him $11,099, which indebtedness was incufred—during the pe?iod
from Cctober 1, 1948, to February 28, 1950. ‘

Alspach claimed that the rates have not produced sufficient
revenues %o repay all of the money due him, and, consequently he has
been unaole to pay for all of the water purchased.

Thxs witness stated that water {rom the Alspach Wells%is
cbtgined(in accordance with an agreement bvetween himself and thg
‘owners of the wells and the property on which they are located;f
aamely, Mineral Ménagement Corporation of San Francisco. The t#ans-
mission of the water from the wells %o a sﬁorage tank at»Randsbﬁrg
is made through 6 miles of'pipe lines owned by the Yellow Aster?Mining
Company, operated and maintained by Alspach under a separate agfeemenz.f
Supplying water from thesec wells is expensive since it requiresia
600-foot 1ift at the ‘wells to surface the water and thence al, lOO-
foor lift through four booster pumps to applicant's storage tank 1n

i

Randsburg.

The evidence indicates that there are no other proven |

sources of water supply haviang & qualivy that is acceptable to ﬂhe :

consumers or to the Kern County Board of Health.

Aﬁvnach asked that a2 rate of 10 conts per l ,000 gallons ve
establiched for the trans miso;on of nonutility water from the Alspach
Wells throughk the u tilivy pipe system for mining and milling use,‘
only when it would not interfere with the recgular service. He ,ratcd
~that there is a demand for water from mining igzerests‘at,a ratc}that.
would permit development Work in the terricory;vwith ;he,possibi}ity
of discovering new ore bodies which would revive the mining indu%try .
in that section. The miners would purchase their water from the%'

!
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Alspach Wells, plus transportation charge. The greater the quantities
of water used for mining operations, the ¢heaper the wholesale price
would be to the Randsburg Water Company.

However, because of the extremely high rate now charged for
domestic and commercial water service, the fequest o transport,hon-
utilivy water for 2 special industry would result in unfair discrimi-
nation against other interests, especially the commercial consuméfs
using large quantities of water. Applicant's request for the spécial
transportation rate, therefore, will be denied.

Applicant contends that the present'deﬁosit of $3.38 t§
establish credit is not sufficient to cover the bills incurred by
new residents in the territory. He claimed that many of these resi-
dents came from localities that had gmple water supplics and weré
accustomed to using water freely, and, cven aftér being\infofmed?of
thc high rate, often ran up bills as high as $25 for the first.ménth
before realizing the nccessity of restricting the water use?i As the
monthly minimum charge is $3, the request for a $5 deposit to¢estabe'
lish credit is not an unreasonable one and applicant.may refile its
Rule No. 6 providing for the $5 deposit.

Applicant's request for the establishment of a charge of
$1.50 for moving a metver for a conéumer‘who changes his residencé

from one premises to another, will be denied. Turning on water

service at a new location for an occupant is a routine operatingj

" practice and covered in general expenses.

Witnesses for the domestic consumers and the commercia;
interests protested any further increases in rates on the groundﬁ
that the existing ratés‘already'have resulted in excessive wacer}
charges. Property owners testified that they were losing tenanté'
and had vacant pranises because the renters could not afford to ﬁay

the water bills. These witnesses urged a reduction in rates in order
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To ¢ncourage the consumption of water and thereby increase the rgve-
nues. They felt any further inerease in rates wpuld be against bublic
interest.

Witnesses for the commcrcla; intéerests protested any furthcr
increase in rates on the grounds that thm class of consunmer coufd and
would provide o cheaper supply by hauling water from'springs‘and%wells
in tark wagons. These witnesses objected to the salaries of three
employvees totaling $750 per month as an excessive and unreasonabdle
charge against 288 consumers. These witnesses also objected to-ﬁhe
vnusually high water losses of 45% expericenced during the year 1949,
as the consumers were being penclized in expenses for'producing‘bhe
water. They directed attention to past'system‘losses that varie@
from 2 minimum of 21% to a maximum of 33%, during a seven-year pbribd
preceding 1949, as a morce reasonable measure of what losses should
ve. They also contended that some of the losses were due to defgrred

i

caintenance, resulting from former operators of the system‘not

‘ |
expending sufficient funds on repairs and replacement of distribution

pipe lines but applying system revenues to salaries.

Other witnesses testificd that the qualisy of the wate}
being delivered is very good and since the{discontinuance of theiButte
Mine water, a2 saving has resulted to many consumers of at least &L
per month in not having to purchasze bottled water. :

The Rand District is confronted with a most serious waﬁer
supply problem. If the rates are not raised as requested, appli&ant?
claims that it will be compclled to discontinue the pufchase of &ater
and rely entirely on 4Lts Mountain Well gupply. This will requirﬁ
rationing as this source produccs only approximately one-half of the
consumers’ demand. However, if the rates are incrcased, as requested
the commercial interests may decide to haul water for their uoe,‘which

they could well do, thercby reducing company revenue to such an axtcnt
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that appiicant would be unable To purchase‘wnter. The unaccounped‘for
water losses sustained by the sfstem during 1949 cre, no doubt,fpartly
avtridutable to the consumers’ practice of dripping water and indi-
cates what may be expected if a2 further incrcase ih rates is grénced.-
The territory is also handicapwed by a decline in nining activify;
which adversely affects the economic stability of the entire aréa.
The opportunitices for employment have been reduced, causing lab&f t6
move to other localities, reducing the humber of consumers. Thé‘
record shows that some of the local residents work at,thé U.S.'ﬁaval
Ordaance Test Station at Ridgeerest but only reside in Randsburg
because they are unable to obtain housing located ¢loser to their
ecployment. As previously pointed'out,‘the number‘éf consumcrséhés‘
declined 12% in the last two yeafs; Commercial enterprisesvinrﬁed
Mouﬁtain are complaining of the decline in business and of the high
water rates, and threaten o prcvi&e water service by hauling wﬁter
from distant sources of supply. | |
The record shows that the present management has impréved
the system by relocating and replacing old pipe lines with new ones,
and has installed two fire hydrants, the first fire scrvice_supﬁlied
by the system. However, applicant should realize that conzinue&
demands for increases in rotes do not necessarily produce increases
in revenues, especially where no serious attempt is made to opefate
cither econcmically or efficiently and the ability of the cqnsumer,to'-
pay is igneored. | |
 The opérationé of this utility, under both present and'past
xanagement, have been characterized by unreasoﬁaﬁly and unnecessarily
high operating costs entirely unwarranted in a-community alread}
handicapped by adverse economic conditions and industrial reverées.
The Commission will permit only the fair and necessary expenSeswto-ﬁé
) |

included in fixing rates. | | |
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The record shows that with the adjusted maintenance?dnd
operating expenses submitted by_the.Commission staff,'the requested
rates would produce an excessive return. However, applicant ;s
entitled to some relief and the order herein will provide‘ratés that
will increase gross revenues approximately $4,000 annually, résulting‘
in an increase of about 15%, as compared with‘applicanm's reqﬁest for
a 38% insrease. The order will result in a rate of return of h%
adequatc pending further hearing of thls procccdlng and the Pur’cher
ofd=r herein. . |

The major item of expense in this utilicy*s.operacién is
+he cost of purchased water. Unfortunatcly, the evidence is iﬁcon-
clusive and insufficienz to warrant a finding on the reasonab?e costs
of this water. On the face of the unsupported expense, howevér, the
charges appear excessive. Tror uhl° reason, the rates set up -n the
following crder will be temporary, subject to modification after this
proceeding is reopened for further hearing to obtain addztzonal
evidence on the ¢osts of purchased water and the determxnatlog of the .
reasonableness of the payments made therefor. ‘

In order to make it possible to continue the water supply
{rom the Alspach Wells until 2 further investigation can be made‘éf
the operstion of this company, it is nercby found that publmc 1nterest
and neecssity require that the cffective date of this decis ion be‘,
~ten (10) days from the date hereof, and that the rates~prescr§bed

herein become effective on July 1, 1950.

QXDER

Karndsburg Water Company, a corporation, having applied to

this Commission for an order suthorizing inereases in rates, a public
_hearing having been held, the matter having been submitted and now

being recady for decision, -
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IT IS HEREBY FOUND AS A FACT that the incrcases in rates

and charges authorized herein are justified; thercfore,

IT IS HEREBY ORDERED that the Randsburg Water Company, a

cerporation, is authorized to file in qua@ruplicate with this
Commission cfter the effective date of this order, in conformity'with
Geaneral Order No. 96, the schedule of interim rates shown in Exh;bxt A
attached hereto, and, after not less than five (5) days’ notzce‘to the
Commission and the public, to make said rates effective for sergmce
rendered on and after July 1, 1950.
IT 1S HEREBY rU“THER ORDERED that this proceedlng a° abovc

. entitled be and it is hereby rcopencd for further hearing for thc .
purpese of tgking evidence relating to the costs, charges, contracts,
ané 2greements for purchasing water and ©o the costs of mgnagsmcnt of
Pandsburg Water Company, and for the further purpose of dctermzning
whether the interim rates established hercin should be continued in -
effect, verminated, or new and revised rates,.ruies~and regulatiéhs
established for watér service rendered. Such further hearing in the
matter shall be had before such Commissioner or such Examiner ag méy
be designated, at a time and place.to be detcrmmned. - ‘ %

The effective date of this order shall be ten (lO) d4y°
after the date hercof.

Dated 2t San Francisco, California, this o g4
I , L950.

s

- Commissioners..




APPLICABILITY

Schedule No. 2
INTERYM METER RATES

Applicable to all domestic, commercial, and industrial metered water service.

TERRT TORY

The wincorporated town of Randsburg ond Joha.nne.,burg and vic:.nity in x(om
County; and Red Mountain and Atolia in Sen Bernardine County.

RATES

Per Meter

Quantity Charge: Per Month

First 300 £2llons OF 1033 erevrcccsrsesenccnrns $3.00
Over 300 gallons, per 100 gallons .c....ceeenee .70

Minimum Charge:

For 5/8 X 3/L=5nch MELET ovevrensmecncrasocans

For
For
For
For
For
For

&3

3/L=inch MELOT tecrssvsrnrrinonnnnnne
1=ineh MELOY sececccscvsscnscnsonne
13=inch MELET vevrrevrccorrnnascosans
2=inch meter esesssccscsnn
3=iNCh MELOY veeevvccrcscvesenssoes
L=inch MELEY sovusveoncacejssvesvone

3888888

3
A
6
9
1.
L6
25

The Miniwmum Charge will entitle the consumer
to the quantity of water which that monthly
mdnjmum charge will purchase at the Quantity
Rates.




