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5 ..."......., ~~? Declsion No. _____ .... If,& ...... · .... )'."",<, __ _ 

BEFORE '!'HE PUBLIC UI'ILI'1'IES COMMISSION OF THE S'IATE (Jf CALIFORNIA 

In the Matter of the Ap}>liC3tion of ) 
PACIFIC WAtER CO., a California ) 
corporation, under Sect:!.o:c 454 of the ) 
Public Utilities Code~ to increase ) Application No. 39067 
its rates" for its Morongo Valley) Amended 
Water System, in San Bernardino ) 
County, california. ) 

------------------------------~) 
Moss, Lyon & Dunn, attorneys, by GeoTge C. Lyon, for appli­

cant. 
Carl M. Mires; Mrs .. Ve'%US Eversme~eT; Mrs. Vera L. Martin; 

Earl D. Abbott; Charles M. lGlgt; Llliian Rasiem; C:y;r11 
MIllington; William W .. Putman; Anton kilhil-r1c; M-rs .. Agnes 
RUharic; W. E. Shimer; J. C .. English; I>r. George T. H.1rz; 
Ha;:ry L .. D1:-nn; Flem N. Archer; Davis Jones; E. POI Jones, 
Mrs. A. W. Kinsle---y, aua Be'rXl3'rd F. Arnold, in propri8 
personae; Mrs. Ruth SchubUrt, in propria persona .and for 
K. R. Wing; ana l1rs. Margue1:'ite Norton, in propria pe-rSO'XlS 
snd for Mr. and Mrs. K. D. Fobes; protestants. 

CYfil M. Saro-Y8n, John R. Gillanders, and A. L. G1eleghem, 
or the Commission statZ. 

OPINION ......... ---- .... --
Pacific Water Co., a corporation, by ,the above-entitled 

application,· filed May 15, 1957, as amended May 31, 1958, seeks 

authority to' increase its rates for water service in its Morongo 

Valley Water System by approximately $lO~OOO per year based on 1958 

estimated operations. The proposed rates 'represent an over-all 

increase of 62.96 percent. 

Public hearings were held before Examiner Stewart C. Warner 

on October 29 and 30~ 1958~ at Morongo.Y About 60 persons attended 

Y The instant matter was consolidated for hearing with Application 
No. 40260 of Pacific Water Co. to abandon sern.ee on a concrete 
pipeline in its MOrongo system. 
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the hearings and all of such persons who entered appearances pro­

tested the granting of the application. Said protests were 'Oascd . . 

bOth on the magnitude of the rate increase sought and on alleged 

poor water service conditions •. '!he matter was submitted for de­

cision subject' to tb~ receipt of late-filed Exhibit No. 11 which is 

a report of the results of investigations by appl"icant into three 

specific service complaints. Said exhibit was received on November 

10, 1958. 

General Information 

As of December 31, 1957, applicant operated 23 independent 

water systems in Orange;J Los Ange1es;J San Bernardino, and Kern 

Counties, and furnished water service to· 7,627 active service con­

nections. Its utility plant in service amounted to $2,179,570 as of 

that date, and gross revenue for the year 1957 amotmted to $274,l90. 

The applicant was incorporated J\Ule 3, 1953 as a consolic1ation of 

two public utility water corporations - YJ.OUntain Properties, Inc., 

and Desert Water Co. By Decision No. 41627, dated May 25, 1948, in 

Application No. 28751, Desert Water Co ... was granted a cert:ificate 

of public convenience .:rod necessity to acquire and operate the water 

system properties of Morongo Valley Mutual 'Water Co .. , a ~ water 

company, which had been furnishing water service in the .area~ 

about the year 1915. 

As of December 31:t 1957, the applicant herein was fu:rn:Lshi:c.g 

water service to 278 active metered water service eoxro.ections .and 

water was hauled from three hydrants by 82 water-haulage custom-

ers. 
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Description of Sources of Water Supply 
and aate~ Sys~em 

Applicant's sources of water supply are its wells Nos. 1 

and 2 'in the so-called Palm Wells area ~ Sections 14 and 23, and 

its wells Nos. 3 and 4 in the so-called town of MOrongo area in 

Sections 20, 28, 29, 32, and 33, all in T1S 1n R4E, SB~l~ as shown 

on Chart 3-B of Exhibit No.4. Chart 12-A, of Exhibit No.9, is a 

schematic diagram of ehe water system in the Palm Wells 8%ea. Said 

chart shows that water is pumped from wells Nos. 1 anet 2, at an 

elevation of 2,730 feet, to a storage tack at an elevation of 2,940 

feet. ~rt 12-S, of Exhibit No.9, is a schematic diagram of the 
water system in the towc. of Moro'Qgo ll':t'e4. Said cha~ shows that 

, water is pumped from wells Nos. 3 and 4, at elevations of 2,630 feet 

and 2,575 feet, respectively, to storage tanks, the highest eleva­

tion of which is 3,280 feet. The d1stribution pipe-line system 

includes a total of 108,924 feet of 4- by 6-foot rock tunnel and 

conduit, drive pipe, standard screw, cement asbe$tos~ welded steel, 

and concrete mains •. Of this total, 75,875 feet of pipe lines are 

welded steel, 16,599 feet are 8-inCh concrete, and 14~990 are 

stauda~d screw, the majority of the latterbe1ng of 2-inch diameter. 

The record shows that in the P3lms 8'%'ea the distribution system 

from the new well to the storage tank is inadequate and sUbstaudard; 

that pipes are undersized and friction losses are excessive; that 

this condition makes it necesSary to throttle down the flow from one 

of the wells; that sections of substandard main have ~ replaced 

in this area with insuff:Lcieut cover; and that appl:Lcant proposes to 

replace a portion of this system but that unless more of the system 

is replaced it will still be necessary to throttle the flow f:om the 
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well. The record further shows that continued -rapid growth in the 

. town of Morongo, particularly in the northwestern portion of the 

service area, will place an increased load on the existing wells 

and distribution f4cilities; that two elevated 21.000-gallon tanks 

and two l5-HP booster pumps are proposed by applicant to be installed 
, 

to supply service to this area; that the existing pump efficiencies 

are unnecessarily low; that the pumping equipment needs to be over­

hauled or replaced to bring it up to a reasonable standard; that 

there is excessive friction loss in the ~ins between well No.4 

and the 42,OOO-gallon storage tank Which restricts the increased 

flow to the tank; that the original collection facilities, trans­

mission line, and the chlorinator for the spr10g supply from Big 

Morongo Creek are no longer being used; and that applicant has some 

intentions but no fi:m plan for utilizing the sources of water 

supply from the spring in Big Morongo Creek. 

Rates. 

Applicant f S present rates for both metered and flat: (hauled 

water) wate~ service were established by DeciSion No. 46960, dated 

April 8,1952, in Application No. 33002. The following tabulation 

compares the present rates, those proposed, in the application as 

amended, and those authorized hereinafter: 

General Mete-red Water Service 

Quantity Rates: Per Mete~ P~r MOnth 
Present Proposed Author1ze<i 

First 500 cu. ft .. or less . . . . . . . . . . . $ - $ 4.00 $ -F:'rst 750 cu. ft. or less . . . . . . . . . . . 3.00 - 4.00 Next 4,500 cu. ft., per 100 cu. ft. . . .60 Next 250 cu. ft., per 100 eu. ft. . .. .40 Next 3,000 cu. ft., per 100 cu. fe. ..25 Next 4,250 cu. ft., per 100 cu. ft. .38 Over 4,000 cu. ft., per 100 cu. ft. •• .20 Over 5,000 cu. ft., per 100 cu .. ft. .. .. SO .20 
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Under the present rates t:he charge £or .an average bimonthly 

consumption of 1,665 cubic feet is $6.66. Under the rates proposed. 

in the application, as amended, such charge would be $11.99, an in­

crease of 80 percent. Under t:be rates authorized hereinafter this 

charge would be $8.63, an increase of 29.6 percent. No inc:rea.se 

is sought by the a.pplication in the montbly flat rate of $~.50 for 

hauled water, but the applicant will be authorized bere1na£eer to 

increase this charge to $2.00 per month, an l:cc1:'ease of 33-1/3 
percent. 

Earn:lngs 

Exhibit No.4 is a report on applicant's results of oper­

ations in Morongo Valley for the year 1957 recorded and adjusted at' 

present 1:'ates, and for the yea:;: 1958 estimated at present and pro­

posed rates, sabmittedby its consulting engineering 'Witness. Ex­

hibit No.9 (supra) is a report on applieantrs results of operations 

in its Morongo Valley System. for the year 1957 recor<ied, and for the 

:rear 1957 adjusted and the year 1958 estimated at present 'a:c.d Fo­

posed rates, submitted by Cocmission staff engineering and accounting 

witnesses. 

'I'be fo11ew:tng t:abulation StJrnrtlarizes the ea%'%lings' data 

eonta:hlCd in Exhibits Nos. 4 .and 9: 
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, 
, 
'Item 

Oper. Revenue 

Oper. & Maint. EX? 
Adm. & Gen. Exp. 
Depreciation 
Taxes 

Total Oper. Exp. 
Net Oper. Revenue 
Rate Base 
Rate of Return 

SUMMARY OF EARNINGS 

i Ye.'lr 1957 '_-:=!.'" __ .;::.Y'ea:::;;:r~1;.:.9.:;.5S.;:...:E~S;.;e~i~m;:;.at~e~d~~~:-:--r' 
'Recorded' Present Rates i ?i~sea Rates' 
'Per P.U.C. f Per Co. 'Per P.U.C.' Per~.iPer f.u.a! 
, Ex. 9 'Ex. 4' Ex. 9 f Ex. 4 f Ex. 9 f 

$ 13,942 $ 15,993 

9,317 9,744 
2,941 5,341 
3,762 4,889 

507 347 

$ 1§:?2! $ g:I@~ ( Z_~~5) ~ZO - .. 
(3.35)1. 

$ l6,2oo 

9,395 
4,462 
4 .. 762 

$(~g:f§~) 
1, 

ll3,000 
0.001. 

$ 2>;919 $ 26,400 

9,744 
5,341 
4,889 
1,022 

$ 20,996 
4,923 

129,107 
3.8l1. 

9,395 
4,462 
4,762 
3,080 

$ ti,69; 
4:r701 

113,000 
4.161. 

(Red Figure) 

Analysis of the earnings' <1a~ SUbmitt:ed by the applicant: 

and the staff, he-rein'before shown, discloses no significant differ­

ences. Both utilized the 4-factor method of allocating indirect, 

over-all, company-wide ac1m:itdstrative and general expenses, taxeS 

and common capit.-'ll, which 4-factor method was developed by the Com­

mission staff and adopted by the Commission in Decision No. 

56469, in Applications Nos. 38402 (applicant:'s or.a:o.ge Co1.mty Sys­

tems), 38441 (applicant's Westside System), and 38695 (app1icant:'s 

three Los Angeles County systems).. The total. admin) strative and 

general expenses. allocated to the Morongo system for the year 1953 

amounted to $4,097 in the Commission staff estimate. 

Net additions by appliea:c.t to its Morongo Valley utility 

plant in 1957 .amo1.mtcd to- $34,276, and were estimated by the st.a.ff 

to amount to all additional $24,500 in 1955. The bulk of the addi­

tions in 1957 occurred in Ac. No. 315, Wells, $9,145; Ac. No. 324, 

Pumping Equipment, $8,224; and Ae. No. 343, TransmisSion and Distribu­

tion Mains, $10,668. For 1958, the 'major additions were e..~tima.eed for 
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Ac. No. 324:. Pumping Equipment, $2,600; and AI;. No. 343, 'Iransmission 

and Distribution Mains, $18,900. The effects of all of such recorded 

and estimated net additions to plaut were included by the staff in 

its estimated 3vcrage depreciated r~te base for the year 1958 in 

Exl."1ibit No,. 9 (supra). 

Cgmplaints of Customers 

The majority of customers who attended the hearing and 

entered appearances cO!:l.plained of the magc.1t:ude of the proposed rate 

increase, especially in view of low water.,pressure, bad odor, and 

dirty water conditions in various seetious of the two water systems 

in the Palms area and the town of MOrongo. 

Exhibit No. 11 is a statement filed by applicant, at the 

direction of the presiding examiner, regarding applicant's investi­

gation into the complaints of Mesdames Martin and S¢huburt, and 

Mr. English. Said exhibit shows that a flushing program has been 

initiated at Mrs. Martin's service and that the applicant has recom­

mended that Mrs. Martin have her hot water tank drained at regular 

intervals pursuant to the tank manufacturer's recormneudations in 

order to eliminate bad odor from the hot water. At the English 

property, the applicant found that the dirty water and bad odor .Qre 

caused by the p'CIIlping of applicant's new well No. 2 which had not .. 
been sufficiently ~d into the open to clear the water prior to 

turning it into the distribution lines. The applicant indicated 

that it bad instructed its local representative to eliminate 'these 

conditions by pumping the water into the open until it clears up_ 

Mrs. Sehuburt' s complaint would be alleviated by the program initi­

ated for the new well No. 2 heretofore discussed. 

The applicant will be ordered hereinafter to place the 

4,300 feet of 6-inch pipe between its well No. 2 and the tank in a 

trench under at least 30 inches of cover, since the Commission is 
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not satisfied with the opinion of the company that the exposed pipe 

is not detrimental either to the pipe or to service. 

Findings and Conclusions 

After a careful review of the record herein, the COmmission 

finds as a fact that the applicant is in need of financial relief in 

the operation of its Morongo Valley system, an~ that the est1matecl 

rate of return for the year. 1958, whicb would be produced by the 

present rates for water service, is deficient. It is further found 

as a fact that the rates for water service proposed in the applica­

tion, and the increases over present rates which would result from 

the authorization of the proposed rates, are unreasonably high, 

particularly in view of the several and widespread acf1cieneics in 

water service reflected by the evidence of record. Tel, ~ant the full 

increase requested by applicant would result in charging applicant's 

customers more than the value of the service and we hereby so find. 

It is concluded that the application as amended should be 

granted in part and denied in part. The order hereinafte1:, there­

fore, will authorize applicant to file new schedules of rates for 

its Morongo system which will pro<iuce gross operating revenues of 

$21,650, an increase of $5,450 over the estimated revenues which 

would be produced at tb.e prcse'nt rates, or 33.64 percent. Such 

authorized new schedules of rates will include a 33-1/3 percent in­

crease in rates for haulage water service although applicant made no 

suchapp11cation therefor. We are of the opinion that the so-called 

haulage customers should bear their' share of the burden of any 1n­

crease in rates authorized to be applicable to applicant's general 

metered service ~stomers. 

The gross annual increase in rates for water service 

authorized herein is $4,750 less than the gross annual increase 

requested by the company. 
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When the esttmBted gross operating revenues hereinbefore 

set forth are related to total estimated operating expenses for the 

year 1958, estimated net revenues of $2,513 will result. SuCh net 

revenues, when related to 3n estimated depreciated rate base of 

$113,000, will produce a rate of return of 2.22 percent. '!'his rate 

of return .and its components 8l!'e found to be just snd reasonable for 

this proceeding. 

The Commission finds as a fact that the increases in rates 

and charges authorized herein are justified and that present rates 

insofar as they differ from those herein prescribed will, for the 

future, be- unjust and unreasonable. 

Staff Recommendations 

Chapter 13 of Exhibit No. 9 contains' five recOltlmen<iations 

of the Commission staff which applicant should carry out, except 

item (d) ~ich, the record shows, applicant has abandoned, and the 
, " 

order hereinafter will so provide. Also the applicant should correct 

the service deficiencies noted in paragraphs 3a, b, and~' c', audlO 

of Chapter 12 of said exhibit. The correction of such deficiencies 

is covered by General Order No. 103. 

Application as above entitled having been filed, public 

hearings having been held, the matter having been submitted and now 

being ready for deCiSion, 

IT IS HEREBY ORDERED as follows: . 
(1) 'Ihat Pacific Water Co., a corporation, be and it is author-

ized to file in quadruplicate with this Commission after the effec­

tive date of this order, in conformity with the Commission's General 

Order No. 96, the schedules of rates shown in Appendix A attached 

hereto, and on not less than five days' notice to the Commission and 
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to the public to make such rates effective for service rendered on 

and after February lS, 1959. -(2) That applicant shall, within ninety days after the effec­

tive datQ hereof and every ninety days thereafter for a period of 

one year, report to the Commission in writing the results of its 

programs initiated in Exhibit No. 11 to eliminate the service com­

plaints investigated and reported on in said exhibit. 

(3) That applicant shall place the 4300 feet of 6-inch pipe 

between its well No. 2 and the tank under at least 30 inches of 

COver and shall, within 180 days after the effective date hereof, 

report to the Co~ission its compliance herewith. 

(4) That applicant shall carry out the recommendations, except 

item (d), contained in Chapter 13 of Exhibit No.9 of the Commission 

staff and shall report, within ninety days after the effective date 

hereof and every ninety days thereafter for a period of one year, 

its compliance he~ewith. 

(5) That in all other respects the application be aDd it is 

denied .. 

The effective date of this order shall be twenty days 

after the date hereof. 

Dated at __ ...;;S:;,;;@.;.;...;,Fr:I._n_el:5_sc_o_' __ ,California,this / .;;;~ 

SSl.oneI."S 



A.. 39067 Amend. ct * / a.g 

APPENDIX A ., 

Page 1 or 2 

Schedul~ No. MV-l 

APFt ICABI!.. IT"1 

Applicable to all :e~red. ·.ra:t'!r service .. 

TERRITORY 

The 'lmineorporo.ted eO':l':Ill\mity o! Morongo V~(ly, ~d vie~ty, 
San ~rnarcl.1no CO'U."lty .. 

~ 

Quantity Rates: 

First 750 cu. ft. or less ••••••••••.•.••••••••••••••• 
N~ 4,250 cu. tt., per 100 cu. !t •••.•••••••••••••••• 
Over 5,000 cu. ~., per lOO cu. !t •••••••••••••••••••• 

Minimum CbJlrge: 

For 5/8 x 3/4-1nch meter ••••••••••••••••••••••••••••••• 
For 3!4-ineh meter .••.•.•••.••.••••••••••.••••••• 
For l-ineh t:leter .............•. ,. ............ e' ••• 

For It-ineh ~ter ...•••••.••••• ~ ..•••.•••••••••• 
For 2-inch meter •••••••••••••••••••.•••• ~ .••••• 

'the Yd.n1m1Jm Charge 'oIi11 entitle the customer 
to the quantity o~ wo.ter vhicn that miDimll~ 
charge w.i.ll purchase at the Quantity Rates. 

SPECIAL CQ~T!)ITION 

Per Yoeter 
p /!lit Y±2"!'I'"h 

~ 4.00 
.3$ 
.20 

4.00 
5.00 
6.;0 

l3.50 
20.00 

In the event s. meter is not available yhen service undor this 
schedw.e is a.:ppli~ tor, the proper size connection \/ill be mad.e 'and the 
customer "Will be charged the ~ meter ra.te per month ~or tho size 
meter required.. 
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APPENDIX A 

Page 2 of 2 

SC!ledule No. MV-2. ~. 

APPtICABn.m 

Applico.ble to all 'I.l%Illle8.S'Ul'ed 'lN8.ter del1ver6d from. hydrants 
for domestic use. 

TERRITORY 

The unincorporated community of Morongo Valley, anci vicinity, 
Stln Bernorclino County. 

For water delivered !'roc f'ire hydraut3 
for dome::tie ~e only 1 wen ha.ul~ bY' 
the customer •••••••••••.••••.•.•••••••••••••••• $ 2.00 

SPECI(L CONDITIONS 

l. Any custOlter de::1ring to obtain vater deli verie:: Ulldor this 
schedule must obtain eo ...-ri tten pemi t f'rorr. the ut1l1 tY'. 

2. Service uncler this schedule v.Ul 'be f'u.""n1$hed only from 
hydr3llts opecified for ha1Jlsge service. 


