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Decision No. 581:13 

BEFORE tEE PUBLIC UTILITIES COMMISSION OF '!BE S'!ATE OF CALIFORNIA 

In 1:b.e Matter of the Application of ) 
PACIFIC WA'XER. CO.) a California ) 
corporation, under Section 454 of the 
Public Utilities Code, to increase 
its rates for its Rim Forest and 
Arrowhead View Water Systems in 
San Bern3%dino County, California. 

Application No. 38891 
Amended 

(See Appendix A fo:r List of Appearances) 

OPINION ...... - ... ~~- ..... 

Pacific Water Co., by the above-entitled application filed 

March 8, 1957, .as amended March 26 and June 8, 1957, seeks 'authority 

to increase its rates for water service in ies Arrowhead Vi~ and 

Rim Forest systems in the Sall Bernardino Mountains in unincorporated 

territory of San :Bernardino County in the gross a:cnual amount of 

$9,560, based on the adjusted opexat:ions for 1:b.e year 1957, a 

requested increase in gross a:cnual revenue of 261 pereene. 

Puolic hearings were held before ExamiDer Stewart C. Warner 

on May 20 and 21, 19"58, at Lake Arrowbead, and Oll Febru.uy 4 and 5, 

1959, at Los Angeles. Many customers appe.aredin protest at the 

Lake Arrowhead hearings and several appeared, also in protest, .at: 

the Los Angeles hearings" 

General Informaeion 

Pacific Water Co. furnishes water service in Or.ange, 

Los Angeles, Kern, and San Bernarditlo Counties to in excess of 8000 

customers. 
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the applicant operates water systems in isolated and 

sparsely populated areas of San Be:rnardino County known 3S its 

Morongo Valley, Victorville, Berdooeo, and the instantly be1ng con

sidered ,Arrowhead. View and Rim Forest systems. It also operates ewo 

water systems in isolated and sparsely populated areas of Kern County 

know as its Wasco and Lamont systems. The Orange and Los Angeles 

County systems are partially integr:l.ted :Lnd .are loe~ted in fairly 

densely populated areas. 

Applicant I s Arrowhead View water system was acquired in 

·1952 for $5,300, of which $1,700 was cash a:nd $3,600 a 9-montb note, 

by Desert Water Company, a predecessor of the a.pplicant, from the 

'Arrowhead View Water Corporation. By Decision No. 48996, dated 

August 18, 1953,' in Application No. :34917, Desert Water Company was 

grantee. a certificate of public eonve:dence and 'llceessi ty covering 

the Arrowhead View area, and rates for water service ~e established 

oy said decision. Said rates are the applicant's present :rateS. '!he 

'Rim Forest water system was acquired in 1950 for $2,COO by Desert 

Water Company from Rim of the World Mutual Wa~ Company and Pioneer 

Title Insurance and Trust Company. The area was eertifieatec! to 

Desert Water Company and rates for water service were established by 

Decision No. 45467, dated March 20, 1951, in Application No. 31899. 

Said rates are the applicant's present rates. 

The applicant maintains its general offices at 5724 Venice 

Boulevard, Los Angeles 19, California, and a bUling office, meter 

shop, and two warehouses in Santa Ana. The Arrowhead View and Rim 

Forest systems .are maintained and operated by a general maintenance 

employee 'Who lives in '-the vicinity of these two water systems. 
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Description of Arrowhead Vi~A and Rim Forest Systems 

As shown on the map~ Exhibit No. l~ the Arrowhead View Area 

comprises 404 lots. Water service is furDished to 84 cuseomers in 

said area. Said exhibit also shows that the Rim Forest area comprises· 

190 lots. Water service is furnished eo 40 customers in said area. 

A total of 125 customers are receiving w3:ter service in the two 

systems. 

The sources of water supply are three wells~ two of which are 

located in the Rim Forest area at the lower elevations of the service 

area. One well, the so-c:alleci Rim Forest well No.1, is the m.o.iD 

source of supply and the pumps installed therein produce 31~gallons a 

minute. Rim Forest well No. 2 must be p~d on an intermittexlt basis-

3~ miD7,J~eS on, 16~ mitHJtes off - .:md 1 ts productiotl capacity is 55 

galloXls per minute. Applican:' s Arrowhead View well, also pumped 

iDtermittently - 1 minute on~ 14 minutes off - produeeG 2 gallons 

per minute. 

Water is pumped from the Rim Forest wells to a 110~OOo

galloD storage tank located in the lower portion of the Arrowhead 

View systen and is boosted therefrom to two. storage tanks at elevation 

5942 feet. Said latter eanks' storage capacity totals 33,407 gallons. 

The Arrowhead View well pumps directly into the high level tanks. 

A 7S00-gallon storage tank is located at elevation 5823 feet. 

Charts 3D and 3E of Exhib:£.t No. 3 are scbematicdiagrams 

of wells, P1.:C1ps atld tanks :£.ll the Rim Forest system. 

So'UX'ces of water supply in this area of the San BeX'XlardiX'lO 

Mountains have been meager .aDd the record shows that appliea.nt has 

had great difficulty ill securi:cg adequate sources of water supply 
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for its customers> having drilled two horizontal wells unsuccess

fully and having had three other wells dry up. Applic'.ant r s Rim 

Forest well No. 1 was drilled in 1957 .and has, thus far, proved to 

be a reliable source of water supply. 

Rates 

As noted heretofore, applicant's present rates for its 

Arrowhead View and Rim Forest systems were established by Decisions 

Nos .. 48996 in August, 1953, and 45467 in March, 1951, respectively. 

The following tabulation is a comparison of the present r:ltes for 

the Arrowhead View and Rim Forest areas with 'Chose proposed in the 

application and those authorized hereinafter: 

COMPARISON OF PRESEm'.7 POOPCSSD 
AND .A.TJ'I'HORIZE:D RATES 

Pe;: Meter Per Month' .. . , 
Present ?r.oPsw!d Authori1..ed' 

Arrowtload. R:1m. 
Qwmtit,. Rates: View FOX"e$t 

F1rst Joo cu. ft." or lo,~ ••••••••••• $ 20 00 
Over 300 cu. tt." por 100 cu. :Ct. ••• .60 

$ 8.00 ~ 6.00 
.60 .60 

Fir5t 800 ICU. ft." or le3~ ••••••••••• 
Next. 2,200 cu. tt • ., per 100 cu. ft •••• 
Over 3,OCO cu. ft." per 100 cu. ft •••• 

M:br$Tunm Charge: 

sis x3/~inehmeter ••••••••••••••••••• 
l~1neb meter ••••••••••••••••••• 
l~eh meter ••••••••••••••••••• 
2--irJ.eb. meter •••••••••••• ' ••••••• 
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$ 24.00 
48.00 
90.00 

120.00 

$ 2.00 
.25 
.20 

Per Metor Per Yet.U" 

$ 24.00 
J..S.00 
90.00 

186.00 

$ 96.00 
120.00 .. 
180.00 
240.00 

$ 72.00 
84 .00 

120.00 
204.00· 
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As noted :in the preceding ta.bulation l applicant proposes 

to eltmjnate the present differential beeween the ra~e$ applicable 

to the Arrowhead View .mc1 Rim Forest systems. 'I'!:le record sbows that 

in the Arrowhead View system) 80.36 pe:-cent of the customer bi-montbs 

in 1:he year 1956 were in the cons~t:ton block of 0 to 300 cubic 

feet. The customers falling in this consUlll!?tion category are charged 

$2.00 per month, or $24.00 pc= yezr. At the p=o?o~ed retes their 

charge would 'be $$.00 per month, 0': $96.00 pc::: "Ie:::::, an inerea.se of 

300 percent. At. the authorizecl x-ates such c:ha:rge would be $6.00 per 

month, or $72.00 per yea:.::, <l.1l increase of 200 percent. The record 

shows that in' the Rim Forest system, 50.69 percent of the customer 

bi-~onths in the year 195G were in the conS\."Itlption block of 0 to 500 

cubic feet. The customers falling 'in this consumption category are 

cbarged $2'.00 per month. At:. the proposed rates 1:b.e charge for 500 

cubic feet of usage would be $9.20 1 an increase of 360 percent. At 

the authorized rates sucb charge would be $7.20, an increase of 260 

percent. 

Earnings 

Exhibit No. 3 is a Results of Operation R.eport on the 

Arrowhead View and Rim Forese systems for the yea: 1956 recorded and 

the year 1957 estimated, submitted by applicant's consulting engi

neering 'Witness. 

Exhibit No. S is a report on app1i~t's Results of 

Operation of the Arrowhead View and Rim Forest water SysterlS for the 

ye.a.r 1956 and 1957 recorded, and the year 1957 adjusted submitted by 

Commission staff engineering witnesses. The earnings r data ccntained 

in Exhibits Nos. 3 and 8 is summarized in the following tabul8tion: 
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SU!vrt.lA.~Y g: E;.UlNINCS 

: roar 1957: Yen;r 12:2Z A<ijU3t.ed . Recorded.: P:re~t R.o.to:J : Propoeod R..'t.tes : . 
:Per P.U .. C.: Por Co. : Per P.U.C. . Per Co. : Pel" P.U .. C. · . .. 

Item Zx .. 8 : Ex ... .3 : Ex. S : EJ), :; Ex. oS · · 
Oper~ting Revenue ". :3,552 '" .3,612 ,", :3,660 3.l1n44b C 1.3,220 ... .,; .;,} 

Opercting Expen3es 7,147 10,.690 5,0"1'4 lO,Z?Z S,~4 
Depreei~tion 1,940 1,6,4- 1,853 l, ~ 1,853 
T~s l,620 1,678' (l z2ZZ) 1,678 $,879 

Totlll Opcr .. Exp. o 10,707 14,002 5,6$0 14,047 10,806 
Net Ope%".. Revenue (Lm) (10.390) (1.99°) 399 2,414 

Rate Base 71,235 5l,700 71,23; ;l,7oo 
Rate of Retur:o. (l/t • .59'A) (3.85~D 0.56% 4.67% 

(Red F1~) 

Both the applicant and the staff submitted results of 

opera.tions for the year 1957 as a test year. The record shows no 

growth or change of operations during 1958 or any anticipated growth 

in the immediately foreseeable future. 

AnalYSis of the preceding tabulation an~ a review of the 

record show that the staff estimate of operating expenses contem

plated the operation of the water system by elect%ically controlled 

:l1.1tomatic equipment on U1e pumps and storage tsn:ts. '!he staff eng1-

nee:r tGstified that this type of operation would substantially reduce 

the operation and maintenanee and labor expenses .and' he testified 

that in his opinion the operating pa.yroll should amount to $1800 a 
, , 

year with an allowance of an additional $600 per yea: for eapit:al 

labor, a total of $2,400. The present sa.lary of the operati:.c.g a:'J.d 

\'Dai1ltEl'QAllc~ employee is $300 pel:' month, iDcluding the furnishing by 
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the employee of his ow truck at his own expetlse for gas .and oi 1, 

but the record shows that he sPeDds bu.t from four to six hours per 

day 0:0 the average ill his work. A resideDt customer, who appeared 

at the Los Axlgeles hearing, offerecl to supervise ehe oper.a.tiOD of the 

water system for $100 a mo%2th. Also, i e was suggested that ma.1neexla.t:lce 

labor be employed on an hourly basis. 

The staff modified the amoUllt of utility plBIlt for contri

butions in aid of construction by $636; noooperative property by . 

$5,763; duplicated charges, $3,460; writeups of historical cost, 

$8,253; and excess mains, $4,800; for a total of such modrfieatio:os 

of $22,912, all as showD iXl Chapter lO of f.)-.hibit No.8. 

!he record, as heretofore :DOted, shows that the applicant 

acquired the two water systems iDvolved hereill for substaDtially less 

thaD their historica.l cost; that customers paid $40 each. to the Rim 

of the World Mutual Water Compa2ly; axle that i%2 the Arrowhead View 

system, the appl1cD.Dt had recorded the coses of maiDS, meters axld 

services substantially in excess of their estimated historical eost. 

The staff e1lgiDeer testified th.9.t in mo<i1fying the estimated Orl811241 

cost of the Rim Forest system ,plant in ACCOUllt No. 343, trcmsmissioll 

aDd D1stributioll Maills, by the amOu:Dt of $4,800 for rate-making pur

poses atld for this proeeedi:og, such modification was b~ed 01l the 

fact that the Ri~ Forest systen area oo:ota1ned 190fi£ty-£oot lots 

with at) average of 162 feet of distributiOXl main per consumer. He 

testified further tha.t the usual amount of such main would average 90 

feet: per consumer in a subdivisi.on of this type i:c this, locale. 
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Service ComPlaints 

The record shows that clue eo sbO%'tages of water supply 7 

the applicant notified all of its customers 1n 1957 that it was 

necessary to ration wa.ter to one hour's usage in the xnornillg and one 

hour I s usage in the evening. Such ra.tioning was further extended to 

one hour of usage every 24 hours. 'When the applicant successfully 

drilled its well, now known as well No. 1, this rationing became un

necessary but eustome::s complained of the ina.dequacy of the waee'.t' 

service and their fears of possible water supply failure for fire 

protection purposes. All cus~ers protested the proposed increase 

in ra.tes in view of the uncertain, in.adequate water serv:t.ce 1:bey 

had been rece1~g. 

The record shows that applicant' proposes to divide the 

Arrowhead View system into two pressure zones to improve water 

operating pressures in the Arrowhead View area.. 

Staff Recommendations 

The staff recoteme'.O.ded that, because some of the spplieant 1 $ 

distribution mains were exposed tn places and were insufficiently 

buried in others, they be properly protected in a permanent :manner 

so as to reduce damage by flood or freezing. The staff also recom

mended that the applicant be required to complete its present program 

of separating the Arrowhead View service area. into two pressure 

zones, and that automatic control equipment be installed to ensure 

efficient: utilization of storage .and pumping facilities. !'be record 

shows that the estimated cost of the automatic eontrol installation 

and at least a port,iou of the estimated cost of pipe-line covering, 

together with the cost associated with the drilling of the Rjm Forest 
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well, the buildi%lg of a pump house at said well~ the bu1lditlg of a . 

booster pump at the said well, the iDstal1ation of a 7~-hp motor, 

the cOMlect1on of this plant to'the water system, aDd the 1:O$ta11a

t10D of .a. time clock were inclucied i%2 the staff rate base for the 

year 1957 adjusted. 

Findings and ConclUSions 

It is evideXJt from the record that: the gross operat1Dg 

reVeDues derived from the sales of water by the applic:a:ot 1:0 its 

Arrowhead View axld Rim Forest water systems, a.t the present rates, 

Are illll.deqtUt.te and tha.t t:he applicane is iD Deed of atld eDt:1tleci to 

fiDSllcial relief :n the operations of said systems. It is further 

eviderlt, however, that the r.o.ees proposed in the applicat10l2 are 

excessive and are unjust and 'Ullreasonab1e. '!he record clearly illdi

cates that the applicant cannot be granted a DOr.mal reeurD to operate 

these two water systems in t:he San ~rnardino MoutJtaillS ot) the south 

slope thereof, at the highest elevi .... (:/lls, clong the Dorth and south 
," 

sides of the Rim of the World Highway, with the problems of securiXlg 

ad~q,\Ulte sources of water supply alld with only 125 customers living 

in areas comprisiDg a total of nearly 600 subdivided lots. To estab

liSh rates for the systems ill a ~ner ~o produce what would be a 

:comal rate of returtl would require that applicarJt be au'Chorized to 

charge rates for water service in excess of those proposed in the 

application. 

In view of the inadequacies of water service herein dis

closed, aDd eae economics herein outliIlcd, it is concluded ~e the 

appl1catiotl shou.ld be grD.rlted ill par: .and denied in part. !he order 

which follows will authorize the applicant to file a new schedule of 
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rates applicable to its Arrowhead View .and Rim Forest syseems' areas 

which will produce estimAted gross annual revenues of $10',240 based 

on operations for the test year of 1957 as adjusted to no:mal opera

tions for the foreseeable future. Such authorized rate increase is 

$ 6 ~ 580 and 180 percent ovra the revenues at the present rates but 

is $2,980 and 31 percent less than proposed and sought by the appli

cant in this proee-eding. 

It is found as a fact that the estimates of opera.ting ex

penses submitted by the staff are reasonable and it is concluded that 

they should be adopted for the purposes of this proeeed:tng~ except 

that taxes based on income should be revised for the effect of lower

estimated operating revenues to be produced by the rates authorized 

as contrasted to the rates proposed in the applieatiO'll. When such 

revision has been effected, operating expe:c.ses including c1eprec:La.ti01l 

and taxes will total $9,196 and net operating revenues of $1,044 will 

result. When such net o~"ating revenues are related to a rate base 

of $52,000, which is hereby found to be reasonable, a rate of reeurn 

of 2.0 percent wUl be produced. Such rate of return and its com

ponents are found to be just and reasonable. 

the Commission further 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 prescribed herein will, for 

the future, be unjust and um:easonable. 

It is further concluded that the applicant should carry 

out the s1:aff recOtlllIlendatio'llS to properly cove::: exposed .and insuf

ficiently covered portions of its distribution mains; separate its 

Arrowhead View service area into 'tWO pressure zones; inStall automatic:: 

.. 
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control equipmetlt OlJ 11;$ pumps aDd taDks; atld install meter or meters 

at each of its pumping pl811ts where Dot now i:cstalled, aIld :he ensuillg 

order wi II so provide. 

ORDER ........ ~ .... --
ApplicatioD as amended having beeD filed~ public hearings 

having been held, the matter having been submitted and DOW beillg 

ready for deeiS:LOD, 

IT IS HEREBY ORDERED as follows: 

1. '!hat the applieatioD as amended be and it is grs:oted ill 

part aDd that Pacific Water Co., a corpora.tion, be and it is author

ized to file iD quadruplicate with the Commission, after the effec

tive date of this order, in cortfomity with the Commission's ~neral 

Order No. 96, the schedule of rates applicable to the Rim Forest aDd 

Arrowhead View VUlter Systems, shown i'O Appendix B attachecl hereto, 

nnd UpOD oot less thaIl five days' notice to the CommissiOl) atlcl to 
I 

the puol1c to make such rates effective for service rendered on and 

after May 1, 1959. 

2.. That applic.tmt shall, wi thin sixty days after the effect:!. ve 

da.te hereof, install automatic control equipment: 00 i,ts P'U1:llpS axld 

t:anks; shall separate 1 ts ArrOW'head View service area' iDto two pressure 

zones; shall illstall meters at its pumping plants; and shall report 

i~ ~tiDg to the Commission when it has complied herewith. 

3. 'i."b.at tlpplicant ~nall, within :;~:i:y cle.y: m:tc:r co~pl:£.l!llCe 

with paragraph (2) hereinabove, file four copies of a. comprehensive 

mAP clrawn to an indicated ~cale not smeller than 200 feet to the inch, 

dcline~ting by appropriate nw.rkings the va:xious tracts of: lend and 
'_ I 

eerrito:ry served; the principal water production, storage.and distri

bution facilities; and the loeation of the various water sys~ p:rop-
" 

ertic$ of applicant in its Al:r~7head View and R.im Forest service area .. 
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4.l'hat applicant shall, withiD OXle hundreQ cd eighty days 

after the effeetived.a.te hereof!, carry out a program of covering its 

exposed and ittsufficient1y covered distribution mal.1l8 in its Arrowhead 

View and R1m Forest service area. and shall report in writiDg to the 

Commission whee such program has been completed. 

5. 'Xhat applieant shall determine the a.eeruals for <ieprec1at1oD 

by dividing the original eost of utility pIce less estimated future 

Det salvage less depreciation reserve by the estimated remaining life 

of the plant; apl>11cat1t SMll review the accruals when major c:baxlges 

iIl utility pUmt composition occur and at intervals of not more 'tba:o 

fi ve years. Re~"'llts of these reviews shall be submitted to this 

Cormn:lSSiOD. 

6. That in all other respects the applicaci01l be and it 18 

denied. 

The effeeti ve da.te of this order shall be 1:WeDty days after 

the date hereof .. 

day of 

, california.. th1s 

Cornna ss100ers 

Zhco4oro H. Jonncr. 
Co~iGc1oner.~ __ zY~~~~~-UCK~&&boi~e 
neccs:Jo.rily a.bsent, did %lot ~1c1;pa.t.Q 
1:D. th~ d1::l)Oa! t10n 0: th1s ;procoed.ixlg.. 
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Appendix A 

Moss, Lyon & Dunn, attorneys, by George C. Lyon, 
for applicant. 

Mr. and Mrs. Albert N. Anderson, Robert L .. Asbbrook, 
William D .. Betl~ Mr. and Mrs. Broon L. Burcrit:t~ 
Mrs. Car! L. Clement, Emo S. orwin, Wilson 
Crowder, lItr. and MrS. onar 3. ev, te Roy 
Entsminger, K.ar INl. Y E~t, T. T. Giles~ 
Mr. and MrS. clarence'. tafson, Frank Holland, 
Edwin N. JohiiSon, Henry Kliebert, Vernon MaXfield, 
Cora C. McNay, Lloyd E. MitIs, U. A. Morgan for E 
Emma s. Morgan, George L. pennock, Geor~e A. Plummer, 
William H. Prin~le, Mrs. Stewart K. san ers, Mr. 
and Mrs. ArthUi L. Smai, WaIlace M. smith, Liiin L. 
Steele, Bil! N. s6U'it, and IN11tted Tar1ing; 
protestants. 

John R. Gillanders and A. L. Gieleghem for the 
Co1iii!Ssion staIf. 
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A?'PLICABILITY 

APPENDIX B 
Page 1 of' 2 

Schedule No. AR-l 

Applicable to all metered water :service !urn1shed on I.U'l. annual basis. 

TERRITORY 

The unincorpora.ted area !%lcl'UdiIIg 'l'rllcts Nos. 20l5, 24l4? Z797 t.U:Id 
2986, (U3d Vicinity loco.ted adjacent to Rjm, or the Worlcl H1glr.m.y', approxi
mn.tely tbree llliles southwetterly 01" the community of take ArrO'w'hoo.d., San 
Bernardino' County. 

Pirst :300 cu. ft. or lO'3 .•..•...••............. 
Over :300 cu. 1"c., por 100 cu. !'t .................... . 

For 5/8 x 3/4-1Dch ~ter ............................ . 
For 1-1neb. me'ter .......................... . 
For l~1nch met-e.r ••.•••• ,. ••••••• ,. ••••••••.• 
Fer 2-1neh meter ••••••••••••••••••••••••• 

The Annual Ydn1m\tn Charge Y111 entitle tM 
euztacer to the ~uant1t1 o! water each month 
.... hich one-twelfth or the annual :::l.~ 
eharge v"J.ll purcha.se at the Monthly Quantity 
Rates. 

Per Y.l0ter 
?~r Month 

$ 6.00 
.60 

.Per ~.eter 
,?pr Y4'1\!" 

$ 72.00' 
&..00 

120.00 
204.00 
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SPECIAL CONDITiONS ,Cont f d) 

APPENDIX 3 
~age 2 o! 2 

Schedtlle No. A&-l 

l. The annuel ~ charge s.ppl1eo to service during the l2-month 
pc:-1od com:nenciXlg J~ l, o.nd 1::: d.'\:.e in advance. A cuztomer "'he· has 
e~tab11~hed his ?ermnnenC1 b.1 having token service !or the preceding 12 
months may <elect to pay the annual min~ charge on a b1m¢nthly be.!i3 
equal to oDe-sixth or the annual xn1,,1JmJm charge. 

2. When the C\J:l.1lual mil:Iimu:n charge 10 peid in Ild.''1ance 1 charges for 
w.ter ~ed 1n excess or the monthly illO"..rtlnce ~er the annual !tI.1n1.:num 
charge may be billed monthly, bjmonthly or quarterly a.t the option or 
the utility on a non~tive monthly conzumpt1on bQ31s. 


