
Decision No. 60648 
------------------

BEFORE TIlE PUBLIC UTILITIES COMMISSION OF niE STA'!E OF CALIFORl~IA 

In the Matter of the Application of ) 
CRES'!MORE VILI.l> .. GE WAl'ER. COMPANY 4 ) 
California corporation~ under ~ction 
454 of the Public Utilities Code, to 
increase its rates for its Palmdale 
Water System in Los Angeles Cot.mty, 
Californ:La. . 

Application No .. 41961 

Moss, Lyon & DUXXIl~ by George C. Lyon~ for the 
applicane. 

A. W. Clark~ H. L. Willey, Mrs. Billie Haron, 
Mrs. 0. G. F!ti~8er~ Mrs. R. t. Gi!l~, 
Mrs. J. E. Maulden ~ Mrs. t:dna YOtmg, L. M. 
Cowfi~, Sarah Coburn, Mrs .. Alice G. Savage, 
E. Altred Miley, John c. Stan~n~ Joseph B. 
Coburn, Alexander ochOa, R. W .. Merritt, 
Mrs. Iva Farley, Mrs. H. L. Hcnsiey~ Alberta 
Rebout, Richard D. Maron~ Mrs. Tom Lucas, 
Mrs. Frank B1nando, Mrs. Chester McDowell, 
tnt:ercst:ed~artie$. 

R. T.. Perry:, for the Commission staff. 

OPINION .... -------

Applicant's Request 

Crestmore Village 'Water Company is a California corporation 

furnishing domestic water to consumers in Palmdale, Los Angeles 

COlmty. By the a.pplication herein, filed with this Commission on 

Februaxy 15, 1960, applicant sec!(S authority to increase the water 

rates. for general metered service and to cancel the presently filed 

rates for flat rate service. 

Public Hearing 

Public bearings on the application were held in Palmda1c~ 

California, before Examiner Kent C. Rogers on June 13 and 14, 1960. 

Eviclence was presented and the matter was submitted subject to the 

filing of Exhibit No.4 withi:n ten days. Thi:: exhibit has been filed 

and the matter is ready for decision. 
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System Facilities 

The actual service area consists of two separated systems 

at the opposite ends of the CotrlDlun:Lty. 'I'he one on the north of 

Palmdale is known 3S the :l?' almdale· Poaltry Ranchos a:nd contains 12 

customers. The one on the east is l<:rl.own as the East Palmdale Ranchos 

and contains 95 customers. All services are lIlCtered. Each system 

has its own water production and storage facilities. 

Present and Proposed Rates 

'!b.e present and proposed rates are as follows: 

Rat:es 

Quantity Rates: 

Per Meter Per Month 
Present· rtoposcd 

First SOO cu.ft. or less ••••••••••• $ 2.00' 
Next 1,200cu.ft., per 100 cu.ft. ••• .20 
Next 2,300 cu.ft., per 100 cu.ft. ••• .15 
Over 4,800 cu.£t., per 100 cu.ft. ••• .1$ 

Minimum Charge: 

For 5/8 x 3/4-i:rJ.ch me~r 
For 3/4-:i.nch meter 
For l-inch meter 
For l%-inch meter 
For 2-inch meter 

••••••••••••• 
••••••••••••• 
••••••••••••• 
••••••••••••• 
••••••••••••• 

$ 2.00 
3.00 
4.00 
7.50 

12.00 

$ 4.00 
.40 
.40 
.30 

$ 4.00 
* 5.00 

10.00 
15.00 

The Min:iJmm1 Charge Will entitle the customer 
to the quantity of water wh:Lc:b. that minimom 
charge wUl purchase at the Quantity Rates. 

* Current tariff schedule lists 3/4-inch 
- met~ but applicant does not usc this 

size and does not request a new rate 
for same. 

Customer £2mplaints and Ser.riee Matters 

Twenty-two of the applicant's customers appeared at the 

hearing. Several had complatnts relative to service and billing. 

One customer objected to an increase in rates due to the fact that 

the service area has become depressed as the resalt of the closing 

of an aircraft plant. rae depressed condition of the area and the 

closing of the aircraft plant are important points, but are only two 
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of the many items for consideration when .an increase in rates is 

required dt1e 1:0 lack of adequate revenue. 

Concerning complaints relative to the billing, it appear$ 

that the applicant had a service man in the area who did not comply 

wieb. the filed rules of the applicant relative to notices of dis

continu.::mce of servi.ee, and also did not: pay attention to complaints 

relative to water service. It also is possible that some of the 

complaints 1:csulted from lack of attention by ~b.c present service man. 

The applicant's president has promised to investigate and correct 

service deficiencies. Complaints relative to billing were voiced by 

several people, and the meters of these people have been cheeked and 

the company has filed a report relative thereto. 

The staff members ehec1(Ccl the system and plant and made 

several recommendations for improving the system, suCh as repairing 

leaks in the pumping plant, bracing the pneumatic tank in the Palmc1ale 

Poultry Ranchos, and establishment of fire hydrant rates. It appears 

from' the record that the leaks in the pomping plant have been repaired. 

Earning Position 

The applicant calculates that its rate of return at the 

present rates, with certain adjust:ments, was. minus 2.S percent in 

1958, only 1.69 percent: in 1959> and minus 4.59 pereen.t in 1960. The 

Coxmnj ssion 's staff estimates that applicant suffered a loss from 

operations in 1959, and would have a negative re'CUrn of 3.42 pereent 

in 1960 at present rates. 

At the proposed rates the estimates prepared bytbe staff 

and the applicant are as· follows for the year 1960: 
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Item Staff Ap2Jieant -
OpcrattngRevcnuc $14,190 $15,i31 

Operntins E~es 
~r.atmg~intenance Zxpenses 4,755 4,817 
Administr,~tive & Ge.o.cr41 Expenses 400 ,380' 
Deprecia.tion Expenses· 2,397 3,,082-
Taxes Other Than Income 1,201 1,621 
State Corp. Franchise 'Xax 259 191 
Federal Income 'T.a:c 1:z337 1 z337 

. Total Operating Zxpense $10,349 $11,428-

Net Revenue $ 3,841 $.3,703 

Average Depreciated Rate Base $63,353: $63,030 

Rate of Return 6.061. 5.881. 

In considering this matter it appears that much of appli

cant's plant is excess (Zxb.1bit 1'10. 3). This so-called excess plant, 

valued at· $21.",460, with an est:lm4ted depreciation reserve of $1,728, 

was eliminated by the staff in deter.mfning ad valorem tax and 

depreeiationexpenses for the year 1960. Furthermore, all of this 

plant was paid for by advances for construction and, therefore, is 

not a reason for the rate increase. 

Findings and Conclusions 

The Commission has carefully considered the complaints by 

the various cuseomers and the depressed economic eondit~$:of the 
•• , •• 1. ,.-

area, as well .as 'the poor earning position of appli~i·Uncl..~ present 

rates. After weigh:i.ng these matters,. it is our finding. and Conclusion 

that improvement in applicant's £:i.naneial position is of prime 

:importance.. Applicant is entitled under the l..:rw to an opportunity to 

earn a fair return on ies plant; 11.OWever, under the eeonomic condi-

1:ions prcvailing and decreased usage that would follow such a sharp 

increase in rates as applicant p~oposes, it is qucst10nable if 

applicant actually could realize 8 fair rets.xrn the first year. In 

order to give the customers reasonable time to adj~t their budgets 
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and waeer usage to the new rate levels, only one half of the proposed 

increase will be authorized for the first year in metered service 

rates. 

For the purpose of determining the validi~ of appliC3nt'~ 

request we adopt as reasonable the staff's estfmate of revenues, 

expenses and rate base under the proposed rates for 1960. The rate 

of return shown of 6.06% is not excessive. We find the same to be 

reasonable and arrive at the conclusion that the applicant's request 

is justified; however, only approximately one half of the proposed 

increase will be authorized the first year fn metered service rates. 

From all of the evidence adduced in this matter we now 

find that the proposed increase in rates and charges, as hereinbefore 

described and authorized herein :in steps is j ustif1ed and th:1t the 

present rates and ch.ilrges insofar as they differ from those here:£.n 

prescribed arc'for the future unjust and unreasonable. 

We further find that applicant's request to withdraw its 

flat :rate schedule, which has not been used since 1955), is reasonable 

and this will be authorized. 

The order herein will provide that applic.an~ shall install 

propc~ £oundationc for the tanl~ at Palmdtlle Poultry &anchos. 'I'Ile 

order will also authorize the establishment of rates for public fire 

hydrant serv-ice. Applicant will be expected to make diligent effort 

to collect revenues for public fire hydrant scxvice from the appro

priate fire protection agency. 

In our op1.nion the rate increase is fully j us~ified in 

two seeps; however, the applicant: is admonished to police the system. 

and see that service complaints are cheeked and corrected promptly. 

All meters are 1:0 be tested within tt two-year period and :Lneorreee 

meters are to be replaced. 
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ORDER. .... ----_ ...... 

Application as above entitled having been fi1ed~ a public 

hcm:ing having been held thereon, the matter having been submitted 

and now being ready for dec:i.sion, 

IT IS 'HEREBY ORDERED: 

(1) (a) 

(b) 

TbJlt Crestmorc Village Water Compo'lnY, a Ctll1f'orni.a 
corporation, be and it is authorized to file in 
quadruplicate with this Commission, after the 
effective date of this order anel in conformity with 
the provisions of General Order 10:0. 96, the sched
ules of rates attaChed to this order as Appe.adix A, 
and, on not less than five days' notice to this 
Con:rrd.ssion and to the public, to make such rates 
effective foZ' all service rendered on ane after 
,October 1, 196q. Concur.cently thercwith t....--
apl?r!'c1int-~is authorized to withdr~ and cancel, 
by appropriate advice letter, i~s presently effec
tive Schedule No. PD-2, Palmdale Tariff ~ea:. 
Residential Flat ~ate Service. 

T'.o.at a~plicant is further authorized to file, after 
tol:Ogust 1, 1961, in .:lceordance ~1:I.th the ''Scneral 
procedure here~bove outlined, the scheaule of 
rates attached to this order as Appendix B, and on 
not less .to,.an five days r notice to 1:his Commission 
and to the public:, to make such rates effective for 
all general metered service rendered on and after 
October l;.,J.9~1_._. ' ~ -

(2) That the hydropneumatie ~t at the Palmdale Poultry 

Ranchos be placed on eonc:rete supporting founc1.ations within sixty 

days after the effective date hereof. Compliance with this pro

vision shall be reported to· the Commission in -writing within ten days. 

the7Ceafter. 

(3) That' beginning with the year 1960, applicant shall 

cletexmine the accruals for depreciation by dividio,z tl1e origina1cost, 

of ~~ utility plant less estimated future net salvage less depreci

ation.,reserve by the es.t1mated rema:£.xUng life of the plant. Appli

cant sb..::lll review the accruals when maj or changes in, utility plant 

composition occur and for each plac.t account at intervals of :oot 
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more than five years. aesults of these reviews shall be subcitted 

~ the Coamission. 

(4) That the applicant shall file with this CorImission, within 

sixty days after the effective date of this order, four copies eac:O. 
. 

of comprehensive maps of the twO' Palmc1ale ~yst:ems drawn to a scale 

not smaller than 400· feet to the inch, delineating by appropriate 

markings 'the various tracts of land and territory served; the 

principal sources of water production·, storage, and dis'tribution 
. 

facllities;· and the locations of the varioas· water system properties 

of the applicant.· 

(S) l'hat applicant shall inaugurate a lIlCter testing program 

under which all meters shall be tested and made to comply with the 

requirements of General Order No. 103 within two years. 

The effective elate of this order shall be twenty days after 

the date hereof. 

Dated at IIan Fr:ulc:ifJoc) 

day of - ..... a~?t:=7~~~~';;;"'OIkf:"'. __ , 1960. 

) CalifOrnia, this ,,31) .z--h 

Com1:i:i10:l0r 1!!&odoro Ii., .:rc=o~ • be1D&' 
DoeO:i:ar11j ~~:ie~t.. ~i1 no~ ~1e1P4t. 
in ~o ~1:~O=1~10~ 0: ~= proeeo~ 
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APPtlCABILl'l'Y 

Ii,FPENDIX A 
pago 1 of' 2 

Schedule No. PD-l 

GENERA t ME'I'ERED SERVICE 

Appl1ec.ble to all :metered 'Water service. 

TERRITORY 

The u:oineorporateci arOtLS known a:l Palmdale Poultr,r Ranchos (Tract No. 
15497) s:c.d Eo.st pa.J1DdaJ..e Ranchos (Tn.et. No. 8597) in the vicin1ty or 
Pe.lJ:lde.le,. Los Angeles CountY'. 

.soc cu..ft. or le:Js .............. ' .......... . 
4,000 eu.fi •. ,. per 100 eu.rt. • •••••••••••••• 
4,800: eu.!t., per 100· eu.1't. • ••••••••.•••••• 

M.1n1mum ChD.rgo: 

For 5/8 x 3/4-1nehmeter •••••••••••••••••••••••••• 
For 3/4-1nch meter •••••••••••••••••••••••••• 
FCI'f: 1-inch mEftex- •••••••••••••••••••••••••• ' 
For l~1lleh mete%" •••••••••••••••••••••••• • '. 
For 2-1:o.eh motea:' •••••• ,. •••• _ ............. • '. 

The Min1mum Charge 1J1ll entitle the customer 
to tho quantity of' wter which 'that mixl1mt:m 
cbArgo will pureha.:se at tbe Qua.ntity Rates. 

Pr:r: Meter 
Per Month 
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APPLICABILITY 

APPENDlX A 
Page 2 of2 

Sehedule No. PD-; 

?n.1mdal4!) TRrii"t AreA. 

Applicable to ill t1ro hydrant service ~3hed to xm.m1e1pa.lit1es, 
d~ orgtJ.nized or incorporated fire di3tr1etsor other pol1t1w' .subdivisions 
or the State. 

TERRITORY 

'I'he un:tneoI!JOrated uee.s know as PaJmdale Poul~ Ranchos (Tract No. 
15497) a:cd Ea.at Pslmde.le Raneho~ (Tract No. 8597) in the vicinity or 
PaJmdalo, Los Angoles County. . 

~' P~Month 

Far eaeh 'W'he.rf' t~ hydrant 
Owned b.1 tho ut1l1~ ••••••••••••••••••••••••••••• $ 2.00· 
Owned 'by' the pUblic author1 ty ••••• ~... • ••• ..... ... • • 1.00 

SPEC!A.L CONDITIONS, 

1. For 'W8.tor delivered for other thAn !'1re protection p1.tt'pOses, cbcrges 
'Will be made c.t the qua.nt1ty ra.tes 'l.mder Schedule No.1, Gc.neral Y.etered 
Service. 

2. Reloea. tion or f.J.1lY' bydrtmt sbo.ll 'be at the expense or the party 
roquesting reloee.t1on. 

3. The utility 'Will supply only such \nl.tor a.t 3Ueh pressure as may 00 
a.vailable !rom time to time as. the result of its normal operation or the 
~stem. 
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A~"DC B 

Schedule No. PD-l 

CENERAt METmED Sm!CE 

AFPLICABItrrY 

Appliea.'blo to allllletered w.ter service. 

The 'IXOineorporated. aree.:s KnO'Wn as paJmdale Poultr.1 Ro.nebos ('I'rtJ.ct No. 
l5497) tJ.lld Ea.~t Fa'mdc.le Re.nchos..-{Tract No. 8597) in the vie:1xdty ot 
PaJ:a:do.le~ Los Angelos County. 

Quantity Ra.t03: 

First eoo eu.tt. or lose •••••••••••••••••••••••• 
Next 4,000 ~.tt., par 100 eu.rt ••••••••••••••••• 
Over 4,800 eu.rt., per 100 cu.tt ••••••••••••••••• 

For 5/8 x 3/k-inch moter •••••••••••••••••••••••••• 
For 3/4-~Ch meter •••••••••••••••••••••••••• 
For l-tnch meter •••••••••••••••••••••••• ~. 
For li-in.eh mete:- .................... ' ........ . 
For 2-1neh meter ............................. . 

The M1n1~ Charge vill entitlo the CU!rt.omor 
to- tho quantity of \nl.tcr .... b1cll that m1n1%num 
charge 'W1ll p1Jrch.Mo at the Quantity Ratee. 

Per Meter 
Per Month 

$ 4.00 
4.50 
5.00 

10.00 
15.00 


