Deeision No. _ 48720 | 5423 E}M.

BEFORE THE PUBLIC UTILITIES COMMISSION COF THE STATE OF CALIFORNIA

In the Matter of the Application of
MOUNTAIN PROPERTIES, INC., to increase

Lpplication No. 34239
rates for its Mesa 4cres Water System.

Jmended

DAN R. HODGE, et al.,
Complainants,
VS,

MOUNTAIN PROPERTIES, INC., a corpora=-
tion,

Case No. 5468
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Deferndant.
(For list of appearances, see Lppendix B)
OPINIOXN

Nature of Proceeding( ;
. :
These cases, consolidated for hearing and decision, involve

an application by Pacific Water Co., successor to Mountaim Properties,
Irc., to inerease water service rates on its Bakcrsfiel&'System:and

~ complaint by 33 consumers of that system, a2lleging poor sexrvice

and warcasonable rotes because of sueh inadequate services.

Public Hearing

Both cases wore submitted following o publice hearing held
at Bekersficld December 1 and 2, 1953, before Examiner Gregory.
The Bakorsficld System

Paeific Water Co., a consolidotion of Mouwntaim Properties,
Inc. and Dosort Woter Company (52 Czl, P.U.C. 570), is preseatly

(1) Lpple Noo 354239 was filed April 13, 1953. Lmendments were

£iled Lpril 20, July 7 and November 13, 1953, The complaint
was £iled June'2, 1953,
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operating 2% public utility water systems in Kera, Orange,
Los Angeles and San Bernardino Counties.

The Bakersficld Sygtcm (formefly Mesa Leres System of
Mountain Propertics, Inc.) comprises 1,500 ceres of land in wnin-
corporated territory cast of Bakersficld, Kern County. The company’s
water supply is obtained from six wells with a total productive
caracity of 1,857 gallons por minutg?) Ls of Decenber 1953, the
company scrved 1,143 metered and 319 flat rate consumers through
approximately 140,000 fect of mains varying from 1 to 12 inches inhf
diancter., Storage facilitics consist of three steel tanks with &
total capacity of about 926,000 gallons. _

The terraln in which the system lies rises from the
vicinity of the BEdison Highway, on the south, at approximately tho
425-foot ‘contour, to the Bokersficld Country Club, on the north, ot
about the 725-foot contour. Dovelopment of the ares appears to be
towerd the cast, oxeept for five subdivisions in the southwest
portion which, when completed, crxre oxpected to add 177 serviees to
the companyfs systen.

The Complaint Case

During the summer of 1953 = number of consumers, especilally
those in thé highgr c¢levations of the system, oxperienced low water
pressures during periods of peok usago. Also; the water wos dirty
and had an offensive odor. In tho latter part of Lpril there was g
water shortage of adbout two days as & rosult of delay wﬁilc chanéing
the pump and motor on Mogunden WclllNo; 7 from 75 hp té 200 hp.

Fdilurc o nadntain adequate supervisory personnel at fhc Bakorsficld

(2) Ln additional well is being drilled in the castern part of
the area. ALlso, following issuvance of an intorim order for-~
bldding service to additional subdivisions pending development
of & more adequate supply (Dec. No. 49415 hercin, dated
Docezber 8, 1953), the company arranged to sceurd o well in
the southwest portion of its sexvice arca which will add
approximately 400 gollons per ninute to the oxisting supply.
(See Dec. No. 49587, dated Jamuary 18, 195%,)
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office has given rise to complaints, o5 has also the fact that there
are still o number of flat rate services on the system which facili-
tate excessive use of water.

The record shows that with development of new sources of
water, replacement of some mains with larger pipe and installation of
new meins at various places in the systen, together with employmont
of & responsidle office manager, the causes for complaint shouwld be
lorgely removed. Meoasures rocommended by the stzff to thet ond will
be discussed later in this opinion. We find, howovcr; that the
company's Bakersflicld System, in its prescnt condition, iz inadequate
TOo serve itg consumers and those who may de expacted to roquire |

service In the near futuro as 2 result of anticipated development of

the aree.

The Ratoe Caxso

2. JIntroductory

Present and proposed rates and recorded, adjusted and
estimated results of operation of the Bakersficld Syston are set
forth in reports placed in cvidence by the Commissicals staff and
by the company. JAmong these is a supplomontal ropoft by thoe 3taff;
introduced in evidence in the rate proceceding involving the company's
Twendtynine Pxlms. System (Dec. No. 4ou3k, December 15, 1953; Appl.

No. 34200, as amended), which contains allocations of goneral office
secounts to the company's vorious systens for 1952, as recorded and
adjusted, ond for 1953, as cstimated.

The staff” report on the Bekersficld Syston prosents ro;ults
of an investigation of the company's opcrations.for 1951, recordeds
1952, recorded and adjusted and 1953 as estimated. Earnings for
1952 and 1953 are summorized, using straight~line remaining life

depreclation and a depreeiated rate base, and are caleulatod om the

-3=
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as;s of the company's sccond amendment to its application, filed
Jaly 7, 1953.

o The companyfs report includes recordod and adjusted
figures for 1992 and 1953, at present and proposed rates, and
estimates for the latter year on the basis of rates proposed in
both the sccond ond third amendments to 1its applicationé The
company hzs used the straight-line total life basis for computing.
depreciation expenses after deducting donations in ald of construc-

tion and consumers! advonces from total depreeilabile capltal.

b. Presont and Pronosed Rxtes

Applicant?s present rates for metered scervice, ostablished
for a predecessor in 1940 (Dec. No. 33107, May 31; 1940, Appl.
No. 22757) and volunterily reduced three times bcfwccn 1940 snd 1946,
rONES ffoﬁ $L por mépcr por month for 2 5/8 x 3/4=inch meter to P
per month for = 2-;n§h meter, with nonthly quantity rates sprqad
from $0.185 per 100 cubic foeot of wator, allowing from O to 540 cubic
feot, through three blocks to $0.065 per 100 cubic feet for quanti-
ties over 4,000 cublc fect. The prosent dbasic flat rate for cach
residonce of th;cc rooms or less, including bath and toilet, is
$1.60 per month, for restaurcnts, $2 - $5 por month, ond for stores,
$1.50 - $2.50 por month.

(3) Both the compony and tho staff proesented ostimates for 1953
based upon the third amendment to the application, filed
November 13, 1953, just two weeoks bofore the hearing. The
ratos proposed in the third amendment diffor from those in the:
seeond only in the monthly minimum chorge for o 3/4~inch meter,
which 1s increased from $2.30 to $2.50, and in the nonthly
quantity charges for amounts between 500 and 10,000 cublc foct
of water, which arc incroazsed from 15 cents to 18 coats per
100 cu. £t. for quentitics betwoen 500 and 2,000 cu, £t. and
contain an additional block betwoon 2,000 and 10,000 cu. ft.
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Proposed meter rates (according to the second amendment %o
the application) range from $2 per month, for a 5/8 x 3/%-inch meter;
to 330 per nonth fof a 4+=inch meter. Monthly quantity rates commence
at the minimum charge of $2 per month, which allows up to 500 cubic
feet of water, and range to 10 cents per 100 cublc feet for quanti-
ties in excess of 2;000 cuble feet. The propesed basic flat rate,
for a single-family rosidence on a 1ot not oxcceding 7,500 squaro
fect in arex, through o 3/4-inch service, is $3 per month; for cach
store, market or shop, $3 per month; and, for cach service station,
&+ por month.

The forogomng requostod rates were c timated by the staff
to produce increased rovonue, in 1953, of $21,260 for the Bdkcrsfiold
System, or an increasc of 37.8 per coat over the revonue for that
year estimated at prescent rates. l

C. Summarics of Earnines -~ Bakoersficld Systenm

Net revenues and rates of roturn for the Bokersficld |
Systenm for 1953 arc included in both the company's and the staff?!s
studios in ovidencc. The following table shows the ossential

foatures of those studies for 1953, as estimatod by the staff and
the company.

Staff =~ 1?5§

Eotimatod(h Conpeny ~ 1233

Bestimated\ S

% a3 Wy ¥

Prescnt :Proposod

Prosent ¢ Proposed
Tien t _Retos :  Re~taes

Ratos : Rg tes

‘ota% gﬁvcnue gé 5240 Z; ggg 3 g%,iz .55 & 75,ggg %g
Tote ense 3,493,8 g

Net Reveguo ) 12 285 (8,870,28) 8,40%.54
Average: Deprecilated :

Rate Base 203,850 203 850 202,462 202,462
Rete of Return é.

(Red Fiegure)
(a) Bascd on 24 amendment to application.

03% - %,15%

"h W% A% 8)




mhe 6 03 per cent rate of return ostimated Yy the staff
would be ¢ncraased to 6.1 per cent if a propoeed 5 per cent reduc-
tion in ;ederal income tax rates were appl;ed for a full year to the
staff” estimate of 1953 net revenue of ¢l2,285.

It will be noted that the stafft!s estimate of net revenue

for 1953, 1f rates proposed in the sccond amendment te the applica-

tlon were in effect for the year, is approximately $4,000 highor than
the company's. Gross revonue of $77,500 for 1953 was esfimated by
the staff on the basis of 1,646 consumers on tho system as of tho
cnd of thet year. The company, howévor, in a late-filod exhibit,
showed that 1t had a total of 1,462 customers at the cnd of the yoor.
While the differonce in estimated revemue, together with an exponse
cstinmate by the staff amounting to cpproximately 32;000 less than
that of the company, largely accounts for the difforence in net
revenue ~nd the resulting difference of 1.88 per cent in the indi-
ceted rates of return, the company will shortly be in ¢ o position
to derive increcascd rovenue from the Harrison Iract, on tho castorn
cad of the system, and from Clerico Park One to Five Iract, in the
southwest portion, without the necessity of using booster cquipment
To the sémc extent as now, due to additioncl supplics of water
beeoning available, rosulting in lowercd powor charges fbr booster
facilitics, This; together with probable reduction in the foderal
income tax rate, not token into account in the company's caleulations,
leads us to adopt the staff eostimateos a5 being more ncarly in ~ccord
with the probadilitics on this system in the neoar futuro. Othor

differences in the cstimated results are not of o ., degreo roquiring
speeial comment.

Trrprovenents

The conpenyt!s officials reengnize that substantial inprovo-

ments in water supply and tronsmission facilitics are necessory in

bm
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order for the Bakersfield System to keep pace with developments now |
under way or anticipated in the near future. The evidence indicates
that such improvements, many of which are contemplated for 1954, may
0st in the neighborhood of $75}OOO.
Arrangements for financing the improvement progranm throﬁgh
issuance of bonds are not expected to mature until June or July of v
195%. The company; howcvcf;'anticipatcs it will be able to compieto v
before May 1, l9§h (1) installation of an additional well, pumping 'V’
plant and pressure system in the castern portion of its service droa,
ot o1 cstimated cost of $25,000 (2) instellation of 1 ,350 foot of
h-incn Transite pipe south from 2 &=-inch conncetion across Morning
Drive to the Harrison Traet, to comncct with a Y~inch linc about
250 foet north of Bucalyptus Drive, at an catimetod cost of $2, 700-
and (3) installation of 600 foet of 10-inch Trznsito pipe from v
McCurdy Drive cast, to conneet with a 10=inch pipol;no serving the
Prola Tract north of Nile Street estimated to cost $3,000. v
The company has secured one of two producing wells in
Clerico Park cOrporation One to Five Traet, in the southwest: portion
of its sorvice arca (sce Dec. No. 49587, Jamuary 18, 195%, an interim
order herein), which has o productive capacity of abbut 400 gallons
per minute. Although thore may be some. water available from'this
well for the balance of the system when the subdivision has been
completed, the reecord shows that there is nced for further produc-
tion of water in the western portion to augment the supply and v
prossure now derlved from Moagunden Well No. 7, located in the oxtrome
‘south contral portion. Obviously, pipe installations or replacements
recommended by the Commissiom's cngincors in their study, or detailed
by the company in Lits post-hearing adviece to the Commission of
Docember 8, 1953, (sside from the items which the company stotes

e
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v can complete by May, 1954) must be deferred until sources of

additional water supply have been located and brought to production.
In any event, the new sources of water supply now available‘ or
snortly to become available 4o the conpany, together with the pipe
installations to be made by May 1, 195%, should improve conditions
on the system to an extent that will render less likely = repetition
of the critical shortages during the 1954 summer poriod which have
occasioned numerous complaints in the paste

With respeet to now sources of water supply for the
inmediate future, the records disclose that 1,857 gallons per minute
are presently avalladle for some 1,443 customers. On the basis of o
customer demand during summer months of two gzllons per minuto, the
B;kersficld Systen appears to have a deficlency of approximately
1,000 gallons per mimute as of tho ond of 1953; plus such additional
water as will be required to furnish scrvice to now consumers,

Onc other point, involving the production of wator and
The cost thereof, merits attontion. The company’s total power and
fuel bills for the Bokersficld Systom for the period January 1 %o v
October 31, 1953 omounted to $17,661.02. Of that sum, $6,481 v’
represented the cost of power for four wolls (Sterling Pit, Kcmprath;
MeCurdy No. % and Zechman) which together produce at a rate loss
than one-third that of Magunden No. 7, the power cost for whick . v

during the same period amounted %o $6,50%, The company should maoke v

"

& study to deternmine whether these low-producing wells could bo
further developed, cither by deepening ther, by installing lurgcr
pumping cquipnment, or by both.

The record also indicates that the company, in the interest
of improved supcrvizion of 4ts Bokersficld System and its other two
systems 2t Waseo and Lamont, as well as in furtherance of betior

relations with L1ts consumers, should place an oxperlonced office

8-
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Zanager in its Bakersfield office to supervise properly the Handling
of billings, bookkeeping and other problems conncetod with the
operation of a domestic water utility system.

Conclusions

it is clear' from this record. that the company is in need v
of additional revenuc. The rates proposed in the sccond amendment
to the appliéation, taken.in connection with new sources of rovenue
from subdivisipn development and the possidility of reducing pumping
and distribution costs by improvements mentioned above, should serve
td lessen the financial pressure from waich the company's Bakersficld
Systom now appcears to be sufforing.

The operating results as dotciminod by tho staff; as set
fowth in the table oarlicr in this opinion, arc hcroby adoptod as
reasonable for pregcribing rates for the company's Bakersfiold Systen.
Based upon the edeence in this proceedmng, we herebdy fmnd that the
rates which will be prcqcribcd herein will produce a rate of return
of approximately 6. hl per cent on a rate base of $203,850. Said

return and rate bhase we hereby find £0 be reasonable.

Pacific Water Co. h~ving applicd to the Commis sion for an
order ﬁuthorizing incrc 505 in rates for water °crvicc renderod by
its B.kersficld Systom, & public hearing thercon heving boon hold

and the mattcr hoving been submitted for decision,

IT IS HEREBY FOUND AS A FACT that the inercases in ratos
and charges authorized horoin‘aro Justificd and that the oxisting.
rates, in so far as they differ therefrom, aro unjust and unrceason-

able for the future; therefore,




A=342 SL
S T2eE

IT IS HZIREBY ORDERED that applicant is authorized to file

in quadruplicoate with this CQmmission after the effective date of

this order, in conformity with General Order No. 96; the schedules of
rates shown in Appendix A attached hereto; together with a ta&iff
service arce map ceceptoble to this Commission, and, aftor mot less
thon five days! notice to the Commission and the public, to moke sald

rates effective for service rondered in 1ts Bokersficld Systom on
and after April 1, 195%.

IT IS HEREBY FURTHER ORDERED thot:

1. Applicont shell file with this Commission, within forty
days after the cffective date of this order, four copies
of o comprechensive nmap, drawn to an indicated scale not
smaller than W00 feet to the inch, delineating by appro-
pricte markings the various tracts of land and territory
served, the principal water production, storage and
distributicn facilities, and the location of the various
propertics of applicant in its Bokersficld Systen.

Applicant shall procced forthwith: (a) to develop or
socure additiomal sources of water supply for the now
developuent In the castern portion of its Boakersficld
System; (b) to install 1,350 feet of 4-inch coment-
ashestos pipe south from the 6-inch connection meross
Morning Drive t¢ the Harrison Iract to comncet with the
L-ineh linc about 250 feat north of Bucalyptus Drives
(e) to install 600 feet of 10=-inch cement-asbestos: pipe
from McCurdy Drive cast to conneet with the 10-inch
pipeline serving the Pxola Tract north of Nilo Street;
all to be completed on or before May 1, 195%.

Applicant shnall proceed forthwith to obtain additional
sources of water supply for its Bokersfield System as a
whole, preferably to be developod substantially in the
western portion theroof, of not less than 1,000 gallons
per mimute to be available not later than July 31, 1954,
or, in licwu thoreof, as a tempersry coxpedlient, to sceurc
an cmergency supply of approximately this same quentity,
through interconnceting facilitios to other sources in
applicant's Bakersficld Systom locality, for usc until
such time 25 applicant shall have obtoined such additional
sourees of water supply of 4its own on 2 permancnt bosis.
Should applicant fail to obtain 1ts own additional supply
of wator on a permenent basls as hercinebove provided. for,
applicant shall, within 2 recosonable pordlod thercafter

2nd not lator than Decomber 31, 1954, so advise this
Commission in writing.
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Applicant is directed to file with the Commission,
commencing not later than the first day of the nmonth
following the cffective date of this order, monthly
reports in writing of the progress made in sceuring
additional supplics of water and in completing
installation of said pipelines, together with a
statenent of the cost of sceuring such additional

iupplios of water and of installation of said pipo-
ines.

Except @s autaorized by Decision No. 49587 herein,
1ssucd January 18, 195%, applicant shall not furnish
water to any new or additionzl subdivisions within or
adjacent to 1ts Bakersfiecld System, without a showing,
satisfactory to the Commission, that it has procured
or there arc avellable to 1t, sufficient quantitios of
water for rendition of adequate service to existing
consumers as well as to such new or-zdditional sub-
divisions, and until tho Commission, upon such showing,
shall have vacated or modificéd this order.

The effective date of this order shall be fwenty doys
after the date horeof.

Datod a.wé_// N FF, California, this WA

dey of 4$(>42¢u€129%£¢y~ , 1954,
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APPENDIX A
Page L of 2

Schedule No, 1
GENERAL METERED SERVICE

APPLICABILITY
Applicable to all metered water service.

TERRITORY

The uni=corporated territery cemprising portions of Seetions 25, 26,
35, and 36, Township 29 South, Range 28 East, M.D.B. & M., and vicinity,
located epproximately 5 miles east of the City of Bakersfield, Kern County.

RATES . ' Per Meter

ooy Par Morth
Quantity Rates:

Pirst 500 CUefte OF 10583 ceecrvenrecsceses S 2.00
Next 1,500 cu.ft., per 100 cu.ft. o35
Over 2’000 Cuﬁftt, per loo C'u-ft- [ E N N NENNN] -10

s

Minimum Charge:

For 5/8 % 3/L~inch MOTOT c.csceecsvesceninee $ 2,00
For 3/4~I0Ch DOLOT eecesvrecrecacse .50
For 1-inch meter 4..00
For l#-inch meter 7.50
For 2=inch meter 10.00
For 3=inch neter : 20.00
For l=inch meter 30.00

The Minimwm Charges will entitle the cone-

sumer to the quantity of water which that nonthly
minimun charge WLll purchase at the Quantity
R&%B. "
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KPPENDIX A
Page 2 of 2

Schedule No. 2
TEMPORARY FLAT RATE SERVICE

APPLICABILITY

 hpplicable to all water furnished on a flat rate basis ponding instal-
lation of meters.

TERRITORY

Tne unincorporated territory comprising portiens of Sections 25, 26,
35 and 36, Township 29 South, Range 28 East, M.D.B. & M. » and vicinity,
located approximately 5 miles east of the City of Bac ersfield, Kern County.

RATES Por 3/l4=inch

Service Connection
1. Residential Service: Per Month

. For each single family residence, including '
prexises not to exceed 7,500 square feot in ares $3.00

b. In addition, for each additional residentiol
wnit served from %he Some service comnection 2.00

c. o eddition, for each 100 sq.ft. of premises
mexCOSB of"?,soo Sq-ft- I..I.Q.-.---l.l...to- 0003
2. For each store, market or shop kaving no plumbe= :
ing fixtures other than lavatories amd toilets 3400

3. For each service statien

LA A LN X NN E RN YN NN YW RN R ACW

SPECIAL CONDITTIONS

1. XNo pew spplications will be received for service under this
schedule.

2. Existing consumers receiving service wnder this achedule will be
placed on metered service as soon as the rearrangemont of piping will permit,

ard thereafter service will be rendered only under Schedule No. 1, General
Yotered Sexvice.
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APPENDIX B

Appearances,

Moss, Lyon & Dunn, by George C. lyon, fTor Pacific Water Co.

James Vizzard,” for Dan R. Hodge, ¢t al., complainants and
protestants.

£ R. Jebb, for varlous consumers along Edison Highway,
protestants.

Ray N. Shannon, for Clerico Park One to Five, Inc.;
Clayton T. Cochran, Deputy County Counscl, for 6ounty
of Kern; Robert E. Gunning, Asst. Supervisor, for -
Supervisor Floyd L. Ming, érd Supervisorial ﬁistrict,
Korn County; Erncst C. Hunter, Asst. Superintondent,
Bokersficld City School District, for Bakersficld
City School; Mrs. Leland Jones, for Parent Toachors
Lssociation, Pioncer Drivo School; Leoland Gunn, City

. Manager, for City of Bakersficld, all interested
partics. -

Ronald Foster and Theodore Stoin, for the Commission
stolf.




