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Decision No. 49434 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 
" 

In the Mattor of the Application of ) 
MOUNTAIN PROPERTIES, INC." a C~11- ) 
forma corporation, und.er Section 728 ) 
of the Public Utilities Code to J 
increase its rates for its Twentynine ) 
Palms Water System. ) 

--------------------------------) 

Application No. 34200 
.' (Amended) 

Moss, Lyon & Dunn, attorneys, by Charles B. Smith, 
for applicant; ~~ett Clevel~nd, H~rold FriedmA~, 
John A. Johnson" l.<ia. M •• JohnsOn, 'R::l.IBh Renr:v:, Julia G. 
FiSher, Wilhelmine Waldeck, in propria personae, and 
Julius H. ~ehm3n, in propria persona and for 35 others, 
protestants; Ben F. Colemnn, ,W111i~m R. t~ne ~~rr1s G. 
Sherman, Irm~ Travis, Mrs. Fred:·H. peter::en, Bert King, 
in propria persona·~, and. Daisy··B~· CO::lts, in propria 
Persona and for Julia Fisher 3nd Ida M. Johnson, interested 
parties; Theodore St~in, for :the Commission s·taf!. 

OPINION .... _ .... .- .... - ...... 

(1) 
Mountain Properties, Inc., by th~ above-entitled applica-

tion filed March 30, 1953, as amended April 20, 195'3, and Septem'bor· 

14, 1953, soeks authority to increase rates for wat'er sorv1ce in its 

~~entynine Palms Water System, San Bernardino County. 

A public hearing in this ~attcr was held before Examiner 

Warner on October 29, 1953, at Twentynine Palms. A third amendment 

tiled October 26, 195'3, proposing a di:f':f'orent schedule or rates was 

not conSidered. Several consumers and property owners appeared at 

the hearing and complained of poor water service and protested tho 

granting of the applic~tion. 

(1) By Dec1sion No. 48648, dated June 1, 195'3, in App11cat1~n 
No. 34371, Mountain Properties, Inc., and Desert Water Co. were con­
solidated into a new corporation known as Pacif1c Water Co. 
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A~34200 (Amended) .OH 

Gener~l Inrorm~t1on 

As of December 31, 1952, Mountain Properti~s, Ine., furnished 

water service in acout 18 water systecs in Los Angeles, Orange, San 

Bernardino and Kern Counties, to a total of 6,771 constullcrs. Total 

fixed capital as of June 30, 1953, for Paeifie Water Co. amounted 

to $1,682,5'30. 

During the yea:r 195'2 applicant furnished water serv1'cc 

to an average of ,56 eonsumers in 1 ts Tw~ntynine Palms Sys,tcm. The 

record shows that an average of about 100 new accounts will be added 

during the year 1953, for an average of approximately 656 consumers 

for the year. About 3, eonsumers were receiving water service without 

meters and their monthly o111s were based on estimated consumptions. 

Exhibit No. 2+, II Commission staff eng1ne~ring report, con­

tains ::1 schematie diagram as Chart l-C snoWing the sourees of water 

supply and storage of applicant's Twenty.n1ne Palms System, together 

with their respective elevations. Chart l-D is a map o~ applicant'S 

Twentynine Palms System service area.' The service area comprises 

about 21 sections of land amount1ng to 13,200 acres, or wh1ch tho 

subd.iV1ded portions are less than 20 per cent occupied at the present 

ti:e. A. portion of the service :3rea is within the boundaries of the 

Joshua Tree National Monument. 

'RAtes 

Applicant alleg~d in its application that its earnings for· 

the year 1952 at the present ratos prodUced an inadequate rate of 

return. The follOwing tabulation is a summary of the present and 

proposed rates, and the rates author1zed by the order heroin: 
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A-3l.j.200 (Amended) GH 

COMPARISON OF PRESENT, PROPOSED AND AUTHORIZED RATES 

First 500 cu. ft., or less 
Next 1,500 cu.ft., per 100· cu.ft. 
Next 8,000 cu.ft., per 100 cu.rt~ 
OVer 10,000 cu.ft., per 100 cu.ft. 
First 650 cu.:f't., or less 
Next 1,35'0 cu. ft., per 100 cu. ft. 
Next 8,000 cu.!t., per 100 cu. ft. 
Over 10,000 cu.ft., per 100 cu. ft. 

Per Meter Per Month 

Present Propose§ A~thor1zed 

$2.2, 
.40 
.30 
.20 

$ 3.25' 
.40 
.30 
.20 

$2.;0 
.40 
.30 
.20' 

The preceding tabulation indicates that the unit quantity 

rate for water consumption up to 500 cubic feet per meter per month 

is >+5 cents per 100 cubic feet under the present rates and would 'be 

50 cents per 100 cubic teet under th~ proposed rates. No change is 

proposed in the blocks in excess of the minim'Wns. 

Applicant proposes to discontinue its Schedule No.2, 

Seasonal Metered Service, which h~s not been applied tor some time. 

Earnings 

Exhibit No.1 is a report submitt9d by applicant's preSident. 

It contains a statement of estimated earnings of the Twentynine Palms 

System under present and proposed rates and an estimate of earn1ngs 

for the company as a ,whole 'Under the proposcd rates. Exhibit No. 4 

is n report on the results of operation for the years 19,1 and 1952 

recorded, for the year 1952 adjusted, and for the year 1953 cs-timated.. 

The earnings information in Exh1bits Nos. 1 and ~ for the Twentynine 

Palms System,. is summarized in the following ta~ulat1on: 
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A-3~200 (Amended) GH 

ST.OO>1'ARY OF EARNINGS 

: : 'tear !~~~ ~e?r ~2t3 ~t~ma£ea : · · . P.~.~: E~h:b:t :: :Co.Ex.Ul: · · . 
· · Present Rates : Present : Proposed. :Proposed: · · · Item :Ree2rded :Adjystcd : R:=ltes . Rates . R.?tes -· . . . 
Operating Revenue $27,;63 $27,,63 $35,000 $43,800 $40,177 
Oper. & Ms1nt. Exp 20,087 l8,300 19,704 19,7rY+ 21,8~6 
Depreciation 3~51 8 b04 , 8,660 8 660 8,5 6 
Taxes 1: 97 1:243 2,275' 6:8,l 3,Stg: Uncoll. iQ 2Q i.Q 6,2 
Total Opel'. Exp. $24,985' $27,;97 $30,689 $35',280 S3l.t-,33'3 
Net Oper. Revenue $ 2,5'78 $ C:E) $. 4,3ll $ 8,;20 $ 5';844 
Rate Base $79',121 $79,121 $88,89l;. $88,891+ $135',899~ 

Rat~ of Ret1.lX'n 3.26% 4.85'% 9.5'8% 4.3tt.% 

(Red F1::!are) 

No sign1ficant difference in estimated revenues or expenses 

'between the staff sho'W1ng and that, of the company appears. However, 

the estimates of rate base for the year 1953 dif'!er by about $47,000. 
I • • • ~ 

It appeDrs that such differences are attributable to two major items, 

(1) applicant's -estimate of its account c~18, Distribution Mains and 

Canals, amounting to $290,000 as ot December 31, 195'3, wh1chis not 

supported by the record. The estimated 3m~1:Ult appears to be excessive. 

(2) Applicant's deduction for consumers,r advances tor construction 
- . , 

and donations in aid of construction as show on page 7 or Exhibit 

No.. 1 which does- not refloct the full amount ,of consumers' advances' 

and donated capital. The staff exhibit appears to account properly 

for the estimated addition: to fixed capital in service tor the year 

19,3, together w1th consumers' advances and donated capital and the 

ztarf estimates, therefore, are adopted for the purposes ot this 

proceeding .. 

The starr engineer testified that he had recomputed depre-
. 

ciation expense according to the remaining life basiS and he recom-

mended a composite rate of 2.77% as developed in his comput~t10ns. 

lie further recommended that a comprehensive rev1ew of applicant'S 
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A-34200 (Amended) GH* 

depreciation pract1:ces "be made at least.>once each 'four years., or more . 
frequently should ~here ~o major retiroments or capital expenditures. 

Service Compl::11ints 

Cons:1dere.'ble testimony ,was t~ken trom several 'constmlcr 

w1tnesses regarding their complaints about deficient water service. 

The ~ajor complaints were that water service had foiled many t1mes 

during 1953 for periods of from one to twenty-tour hours, and that 

such f~ilures hsd caused great inconvenience. Exhibit No.5' is a 

schedule of water service interruptions and. it corroborates much of 

the testimony of the consumers. With a w~ter system of approXimately 

750 consumers, applican:t ,should employ and. retain 0 !ull-t'ime service 

:en in the community to assure continuous service. An amount tor 

such an employee was provided for in the st3ff eng1noor'"s :ostimate 

for 1953-. 

One conSUl'!lcr witness testified that a storage tank, known 

as 'the Griffin tank and shown on Exhibit l~C of £Xh1bit No.4, had 

ovc~flowed ~nd washed away soil from its base ond constituted a 

h~zard to the commun1tybelow 1t. 

App1icont's pres1d.ent claimed surprise and lack of knowledge 

of the deficient water sc:rvice conditions complained of and ind1cated 

that steps would be taken 1mmediately to investigate each 'compla'int 

and remedy 1t~ The order which fOllows will provide that ~ report 

be filed in 'N'l'iting with the Comm1ssion regarding s,teps taken 'by ap­

plicant to answer and remedy such complaints~ 

~- Ii" this company is in arrears in refundin~l\,consumer advanc~s ..---
~ c· ." \ • 

due them under the prOvisions of applican~s filed Rule and Regulation 

No. 19, Water Main ExtenSions then such financial obligations should I--'. ~ 
be promptly paid as provided for under the rule when due • 

.. r ___________ ---.......... ~- ..... ' .. ·' ... ··~' ... "· 
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Conclusion 

It is evident that applicant is in need of financial relief 

'in 1ts Twentynine Palms System. The reeoX'aea and adjusted. earnings 

for the year 1952 and its earnings for the estimated year 1953 at 

present rates indicate that applicant's earnings have been and will 

be de:f'ic1ent. :S:owever, it is evident that applicant's proposed rat~s 

would proauce an excessive rate of return. The order which follows 

Will provide for- the filing of rates which will produce estimated 

gross annual revenues. of $37,826, or a gross. annual increase of.llp-
• I 

prox1I:lately $2,800. Such revenues, when rela.ted to total estimated 

operating expenses for the year 1953 of $32,214, will produceesti­

mated net revenues of $5,612. This not revenue, related to an 

estimated rate base of $88,894, will produce a rate of return of' 

6.3~. Such rate of roturn is found to be just and reasonable for 

this utility in its TwentynirLe Palms System, and its components are 

hereby adopted for the purposes of this proceeding. 

~1ctcrs should be instDlled on all active services at the 

earliest pos.sible date.. The prDctice of.; estimating consumption, for 

"o1l1ing purposes must be discontinued imL.ediately.. Further, appli­

c~nt should review its meter reading and billing methods in the 

Twentynine Palms district, looking toward effecting substantial 

operating economies by following st~ndard utility pr3ct1ces in these 

t·,vo operations .. 

o R D E R 
--~----

Applie~tion as ~bove-cnt1tlcd, and as tWice amended, h3ving 

been filed, e publie hearing having been held, the m3tt~r having beon 

submitted and now being ready for docision, 

IT IS HEREBY FOUND AS A FACT that the 1nc~eases in rates 

and charges author1zed herein are justified and that present rates 

in so fDr as they differ from those herein prescribed .are unjust and 

\,mreason:lble; therefore, 
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A-34200 (Amended) GH* 

IT IS HEREBY ORDERED as follows: 

1. (a) That applican,t be ;and .,'1 t is authorizee to 
tile in quadruplicate' with this Commission, 
~a·t.'ter the effective date of this oreer, the 
scheeule of rates shown in Appendix A attached 
hereto". ,and on not less than t1ve days' notice 
to the COmmiSSion and the public, to make' such 
rates effective for service rendered on and 
after J'anuary 25, 1954. 

(b) ,Tha t Wi thin thirty days af.t'er the effective 
date of this order applicant shall tile With 
this Commission four sets of' up-to-date rules 
and regulations governing customer relations, 
together With four copies of a tariff servico 
area map acceptable to the Commission. 

(c) That upon the filing of the new sched.ule of 
rates authorized by this order, applicant's 
presently filed Schedule No.2, Seasonal 
SerVice, shall be and it is canceled_ 

2. That on' or betor.c Decomber 31, 195'3, applicant 
s~ll file in writing with the Commission a 
rep~~t of its 'progress in answering: and remedy­
ing the complaints of service defi~ienc1es of 
record in this p=oceeding. 

i_ 

3. That within ten days after tho. effective date of 
this order- applicant shell refund all earned .3.d­
vances, ~anu for mo1n extenSions due tinder its ..--­
presently tIIea Rule and Regulation No. 19, Water 
Main ExtenSions, and with1n thirty days theroafter 
shall notify this CommiSSion in writing of its 
compliance with the conditions hereof. 

4. That applic~nt shall base future accruals to 
the reserve for deprcciotion upon 3 spreading 
a! the orip.~nal cost of the plant, less os­
t~ted net salvage and depreCiation reserve, 
over the estimated remaining life ot the property; 
furthor, applicant shall review such accruals when 
major changes in plant composition occur ond for 
e3~h pl~nt account at intervals of not more than 
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four years. Results of these reviews shall be 
submitted to this Commission. 

The effectivo date of this o~der shall be twenty days 

~ 
, Calif.ornia, this /5.. ~ 
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APPLICAB:LITY 

APl'ENDIX A 

SchedUle No. 1 
GENERAL METERED SERVICE 

Applicable to all metered water service. 

TERRI'IORY 

Portion or the unincorpora.ted community o£ Twentynine Palms and 
vicinity, San Bernardino County. 

RATES Per Meter 
Per Month 

First 500 cu. ft. or less •••••••••••••••• 
Next 1,500 cu. ft ... per 100 cu. !'t ........ . 
Noxt 8,000 cu. ft., per 100 cu. ft ••••••••• 
Over 10,000 cu. ft., per 100 cu. ft ......... . 

Ylinimum Clvl.rge: 

For 5/8 x 3/4-inch meter ................. 
For l-inch meter ..... . ' ..... '''" ....... .. 
For 1-1/2-inchmeter ................. 
For 2-inchmoter 
For 3-inch meter .... ~ .......... . 
For 4-inch metor ............. ., .. 

The Minimum Charge will elnti tle the consumer 
to that quantity or water which that minimum 
charge will pureha~e at the Quantity Rates. 

$ 2.50 
..40 
.;0 
.20 

$. 2.50 
3~50 
7.50 

15 .. 00 
25 .. 00 
35.00 


