
Decision l:~o. ___ 6_3_9_3_c1_~ __ _ 

BEFORZ r& :?TJ'.SLIC urn.lTIZS COM11ISSION OF TIlE SIATE OF CALIPORNIA 

In the matter of the application of 
PACIFIC ~'JA~ CO., a California 
corporation under Section 454 of tl1e 
~lblic Utilities Code, to increase 
itc rates for its Westside Water 
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corporation, for a certificate of 
public co~enience and necessity 
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Utilities Code for land adjofning 
its Westside 'V1ater System, San 
Bcrnardi.no County, California. 
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otm motion into the service) opera
tions, rules anC: practices- of 
PACIFIC WA~ CO., a corporation. 
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) 
) 
) 
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Case No. 6-387 
(Further Rearing) 
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OPINION 
~-~----

Pacific Water Co. (nereinafter referred eo as Pacific 

or as applieant) is a california eorporation furnishing domestie 

water to consumers in 14 systems located in Los Angeles~ Orange~ 

Kern and San Bemardino Counties. By Application No. 4352S) 

filed with this Commission on June 21) 1961~ it seeks authority 

to increase its rates in its Westside System in San Bernardino 

CountY:t California. By the Fifth Supplemental Application on 

Application No. 38189) which supplemental apl>lication was filed 

with this Commission on August l~ 1961, Pacific seeks the removal 

of a restriction that it "o. ... shall not extend service ••• to 

any other area • .. .. without further order of this Commission .. 

!he Commission in Case No .. 6387 is investigating the 

services, operations, rules, and practices of the company in its 

various systems; eonsolidated with the hearing on the applications 

herein, is an investigation, pursuant to Case No. 63S7, into the 

Westside Sy&tem of Paeific. 

The three ~tters were consolidated for hearings and 

public bearings thereon were held before Examiner Kent Co. Rogers 

on January 9, 1962 in Barstow, on January 10, 1962 in Lenwood 

(San Bernardino County):t and on January 11, 1962 in los Angeles. 

" 

On the latter date the three matters were submitted subject to the 

receipt of an exhibit, which has now been filed. Prior to the first 

day of hea~ing notiees thereof were published and mailed to con

sumers as required by this Commission. 

App=oximat~ly 31 individuals appeared as protestants and 

an additional 10 appeared as interested parties. Consumers 
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complained that the water was of poor quality; that there was sand 

and rust therein; that there was poor' press\lre; that there was a 

broken meter box which ap?licant would not repair; that there were 

broken pipes; that a. meter was in the street instead o·f the alley; 

and that there were water failures. Almost all said consumers 

complainod of excessive rates. 

The Westside service area is' in San Bernardino County, 

California., along. both sides of State Highway 66 (formerly U'. S .. 

Highway No. 66). The eastern portion of the area c:onunences ap

proximately four miles west of Barstow. Tbe certificated area 

comprises approximately six and a quarter square miles including 

all of Sections 8, 9, 10, 15, 16 and 17 and portions of Sections 4 

and 5, T9N, R2W, SBB&M. Applicant is prohibited f:-om extending 

service to additional tracts in this certificated area without re

ceiving supplementary authority from this Commission. The water 

is produced from four wells equipped with electrically driven deep

well turbine pumps. At present there are ewo nonconnected systems. 

The east portion is served with water from Wells 14 and 16 with a 

present total production of 222 gallons per minute delivered 

through a 5,280-gallon pres'sure tank. There is no other storage 

in this portion. The western portion of the servic:e area contains 

the majority of the customers and the unincorporated community of 

Lenwood. This portion is served with water from Wells 13 and 15 

having a total production of 804 gallons per minute. There are in 

this portion .a 100,.OOO-gallon storage tank and two small pressure 
tanks. 
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All services are metered or ostensibly metered. It 

appears that applicant bas only meter r:.'::es, 1:ut thet, due to 

lack of meters> it has ~en in the practice of installing connec

tions without meters and billing the mjnim~ monthly meter charge 

the-::efor. This practice ~~ll be considered aud appropriately dealt ~. 

with hereinafter. 

Applicant's present and proposed rates are as follows: 

Per Meter Per Month 

Quantity Rates: 
Present Proposed 

First 
Next 
Next 
Next 
Next 
CNer 

900 cubic feet~ or less ......... $3.00 
2,100 cubic feet, per 100 cubic feet... .30 
2,000 cubic feet, per 100 cubic feet... .30 
5,000 cubic feet, per 100 cubic feet... .ZS 

20,000 cubic feet, per 100 cubic feet.. .15 
30~000 cubic feet, per 100 cubic feet.. .15 

Minl:mu:m. Clmrge s: 

For 5/8 x 3/4-tnch meter • • .. .. · · • · · .. $ 3.00 For l-inch meter • • . · .. • • • · · S.OO For 1-1/2-inch meter • • .. • • · .. • • • 7.50 For 2-inch meter · • .. · .. • · · · · 10.00 For 4-inc:b. meter • · .. · • • · · 30.00 

$3.60 
.. 35 
.30 
.30 
.20 
.15 

$ 3.60 
6.00 

10.00 
12.00 
40 .. 00 

The ~imum Charge will entitle the customer to the quantity of 
water which that minimum charge will purchase at the Quanti~y 
Rates. 

In the event meters a=e not available when customers apply for 
servic~ the proper size connection will be made and the cus
tomer charged the minimum meter rate per month for the size 
meter required. 

Fire hydrant rates are to be $2.50 per month.. A~ present 

no revenue is de:ivee f.om this service. 

Appliea.nt estima~es that at present rates its rate of 
. ,. 

return for 19'6'1 would be 4.49 percent. The Commission staff esti-

mates that' at present ratec~pplieant would have a rate of return 

of 6.13 percent. At ~he p=o~ozec rates applicaut csti~~te~ for 

-4-

~ 



A. 4352S~ 1.._1S9, C. Gsa7 - sr.·I/5O 'f~ 

1961 it would have a G.S6 percent rate of return; the staff esti

mate is 8.27 percent. 

Tae estimated number of customers for 1961 is an average 

of 612, e:l:clusive of fire hydrants. A comparison of the staff's 

and applicant's estimates of results of operation at present and 

proposed :ca-=es is as follows: 

. .. 

Operating Revenues 

Total Oper. Expenses 

Net R.evenue 

Depreciated Rate Base 

Rate of R~turn 

1961 Estimated .. Present ltites .. 
: Staff .. C§iPany .. 

$ 42,810 $- 41,610 

13,220 13,714 
7,290 8,830 
3,070 3,142 
4,850 4,908 
4 2970 3 2 916 

$ 33,400 $ 34,510 

9,410 7)100 

153-,440 158,012 

6.13% 4.49% 

: Pro;eoseCt :Rites : 
: staft : COmpany : 

$ 50,030 $- 48',832 

13,220 13,750 
7,290 8,830 
3,070 3,.142 
4,850 4,908 
8 2 910 7:t 842 

$ 37,340 $ 38.,472 

12,690 10,360 

153,440 158,012 

8:.271.. 6.561. 

:;:l.le difference in the estiJll.'ltes of ope:cating revenues is 

due to est~tes of fire protection revenues.. ~he staff ~cluded 

$1,200 per year for fire hydrant rentals and the applicant included 

none. The largest portion of the service area is in tho Borstow 

Fire Distric':. There arc in this area 3S stand pipes. Two ¢£ these 

are dry-b~rrcl fire hydrants and ten arc wet-barrel fire hydrants. 

'!'he Fire C~'lief testified that: the district will pay $2.50 per month 

for each fire hydrant: usable for fire protection. The two dry 

barrels m3y be used a~ is. The ten wct-barre1. fire hydrants a:.:c 
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usable bOlt due to freezing weather, must be rep,laced as soon as 

possible with dry-barrel hydrants. the Fire Department is at

tempting to negotiate a contract with applicant wbereby the $2.50 

per month for the two dry-barrel hydrants will be paid to applicant 

and the $2.50 for each wet-barrel hydrant will be applied on tbe 

cost of replacing the wet-barrel hydrants with dry-barrel hydrants. 

The cost of hydrants is allegedly between $350 and $400 each. The 

remaining stand pipes in the area, of which there are approximately 

26, are not usable, according to the Fire Chief, due t~ the fact 

that the threads are incorrect and, in some instances, the water 

pressure is too low. He testified that he will not recommend that 

a contract be signed for payment for any of these hydrants until 

such time as they are replaced. The scaff in its figures calcu

lated $2.50 per month for each of 40 hydrants, which is twe> more 

than are in place and apparently 28 more than are usable. In de

termining estimated results of operations, we will use the esti

mated commerc1al revenues plus the revenues from rw~ fire hydrants, 

giving total revenues of $48,892 at proposed rates. 

Applicant's esttmates of operating and maintenance ex

penses exceeded those of the staff by $494. The greater part of 

the difference was due to what the staff termed "excessive pumping 

expenses". This, in turn, aecording to the staff, was due to' three 

major items: unaccounted for wacer, improper use of the pressure 

tank,. and improper equalizat::i.on of use of well pumps. 'the record 

shows that applicant is furnishing water to several customers with

out meters and charging these customers the minimum meter' rate. 

Ibis practice must be terminated, and applicant's manager stated he 
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will install meters forthwith. This is the possible cause of much 

unaccounted for water. Applicant's local representative ,also 

stated that the pressure tank in the easterly end of the system is 

kept very nearly full of water. This results in unnecessary fre

quency of pump operation and increases the pumping. expenses. It 

appears that this usage is occasioned by excessive accumulation of 

sand in the tank. In view of the improper operations and the poor 

use of the pressure tank, it appears that the staff's estimate of 

$13,220 as allowable operating and maintenance expenses is the 

more reasonable, and it will be adopted. 

Concerning administrative and general expenses, there 

were two major points where the estimates differed. Regulatory 

Commission expenses (Account 797) as estimated by the company 

exceeded the staff by $955. Allocated administrative and general 

expenses differed by $75S. The difference in the regulatory Com

mission expense arises from the fact that applicant charged regular 

employees' salaries to this extraordinary expense and,. in addition, 

amortized the balance of the regulatory Commission expenses over a 

four-year period rather than a five-year period, as customarily 

calculated by the Commission. We find the staff estimate is,rea

sonable. The difference in the allocated administrative and general 

expenses was explained in the staff's general report (5-1601) as 

due to the fact that the staff allocated certain percentages of the 

company's administrative employees' salaries to nonutility services 

thereby reducing the amounts of general salaries subject to alloca

tion. The percentages of allocations used by the staff and appli

cant are very nearly the same: 7.21% of total company expenses 
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were alloca~ed by applicant to the Westside Wa~er System and 7.17% 

were allocated by the staff. We find that the staff figure of 

$5,560 is reasonable, and it will be adopted, resulting in total 

administrative and general expenses of $7,290. 

Taxes other than on income were estimated by applicant 

to be $3,142, and by the staff to be $3,070 for the year 1961. 

However, applicant had received its ad valorem tax bill at the 

time of the hearing, and the total of the property taxes and un

secured personal property taxes shown for the system was $2,602. 

This figure, together with the other non-income taxes, totals 

$3,172, wbiCh will be used herein. 

!he staff estimate of depreciation is smaller than ap

plicant r s in a minor degree. We find the s·taff estimate to be 

reasonable. 

Using the figures we have arrived at here, it appears 

that at the proposed rates app1icant,'s operating revenues, oper

~ting expenses and net reve~e approximately as follows: 
Operating Revenues 

Operating Expenses 

Operating and Matntenance Expenses 
Administrative and General Mise. Expenses 
Taxes Other Than on Income 
Depreciation 
Income Taxes 

Net Income 

$13,220 
7,290 
3,172 
4,850 
8:,233 

$48,892 

36,765 

$12,127 

the staff and applicant differed to some degree on the 

rate base. the difference between the staff's estimated rate base 

and applicant's is due mainly to applicant's including a truck in 

its 1961 beginning of the year plant and to weighting net: additions 
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at 50 percent,. Whereas, the staff's estimate excluded the truck 

and reflected net additions in the . latter part of the year. The 

staff rate base of $153,440 would give a return of 7.90 percent 

using the figures set forth above, whereas, the applicant's rate 

base of $lSS,012 would give a return of 7 .. 67 percent. Each of 

these rates of return is excessive. 

We have carefully reviewed eaeh of the differences be

. tween the staff's and the apPli~~tes of rate base and 

~S:tJ.d that the st:af£· s estimate is... ~ and should be used S:tJ. 

de~~ re~~ at present rates. 

'!'be rate of return based on present rates for the esti

mated year 1961 (excluding all fire hydrant revenues, as DO rates 

for sueh service are presently included in the utiliey's filed 

tariffs,. and reflecting the expense estimates and rate base adopted 

above) is set forth below: 

Qperating Re"\"enue 

Operating ~es. 

Operating and Maintenance Expense 
Adminjstrative and General Expenses 
Taxes Other Than Income 
Depreciation 
Income Tax 

Net Income 

Rate Base 

Rate of Return 

$13,220 
7,290 
3,172 
4,850 
4,255-

$ 41,.610 

32" 787 

$. 8,8Z3 

153,440 

5.751. 

Relative to Application No. 38189,. it appears ehat there 

is adequate water in the area and that the system has a high groweh 

potential. The staff is of the opinion that the restriction against 
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expansion~ in it~ present form~ is not in the best interest of the 

public or the utility. The staff recommended that when future 

extensions are installed, the utility should be required to provide 

loop lines and also distribution mains of not less than eight 

inches in diameter on not more than 2,OOO-foot centers, end in 

addition that th~ utility be ~uthorized to make extensions only 

into portions of its certificated area which are contiguous to 

either of its present systems, and in accordance with its filed 
rules. 

In connection with the investigation relative to Case 

No. 6387, insofar as the Westside system is, concerned, the staff 

stated that the wells, booster pump and storage tanks appeared to 

be adequate and in a well-maintained condition; that the 2,350-

g,allon pressure tank at Well No.. 13 should be modified to, serve as 

~ sand trap; that the utility should be required to remove accumu

lated sand at regular intervals; that' it should adjust the air 

charge! within the tanks so that the tanks are no: more than 20 per

cent full of water at the time the pump is turned on; that the 

2,700-gallon pressure tank'has no safety valve and no indication 

of allowable working pressure; that said tank should be checked 

with regard to safety and should be set to at least the minimum 

requirements of the Unfired Pressure Safety Orders of the Division 

of Industrial Safety; tr..at the main in Jasper Road 'west of Birch 

should be replaced by a pipe not less than four inches in diameter. 
FindinS!, 

Upon the evidence the Commission finds as follows: 

1. Applicant is not earning a reasonable re'tarn in its 
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Westside system at present rates, but applicant has failed to 

justify the rate increases proposed in A~plication No. 43528. 

Applicant t s rates should be increased to produce additional gross 

revenue of approximately $1,690; with such add1t:ional revenue, 

~PliClJ:ttt r s net rate of return after income taxe~ be 

appro~tely 6.2S7. on tbe rate base of $153,440 herein found 

reasonable; s~ rate of return is reasonable. The increases in 

rates and charges necessary to produce such additional revenue 

bave been justi.fied; the rates and charges set forth in 

Appendix A attached hereto ~re reasonable; applicant's present 

rates and Charges for its Westside system, insofar as they 

differ from those set forth in Appendix A attached bereto, are 

for the future unjust and unreasonable. 

2. Public health, safety and welfare require that applicant 

be required to improve its Westside System and the facilities and 

iusta1lations therein, as set forth in the following order. 

3. Public convenience and necessity require that Application 

No. 38189, Fifth Supplemental, be granted, subject to the conditions 

set forth in the following order. 

ORDER -----
Application No. 43528, Application No. .. 38189, Fifth Sup

plemental, and Case No.. 6387 relative to the Westside System having 

been heard, evidence having been presented and the Commission hav

ing made th4=! foregOing findi.ng,;, and based thereon,. 

IT IS ORDERED that: 

1. Pacific Water Co., a corporation, is authorized to file 

with this Commission after the effective date of this order and in 

conformity with General Order No. 96-A, the schedule s of rates 
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attached to this order as Appendix A and~ upon not less than five 

days' notice -=0 the Commission and to the public, to make such 

rates effective for service rendered on and after September 1, 1962. 

2. Decision No. S427S~ da~ed December la, 1956-, in Applica

tion No. So~39, is modified by deletfng therefrom sub-paragraph (0) 

of paragraph (1) on page 10 of said decision, which paragraph reads 

as follows: 

;1 (b) Applicant shall not eJttend service 
beyond its existing v1estside service 
area to any area other than (1) the 
tenwood area, (2) original Tract 
No. 4552, and (3) the improved lots 
along the existtng transmission line 
east of Tract No. 4552 and south of 
U.. S. Sighway No. (6) without further 
order of this Commission. Such order 
may be applied for by supplemental 
application or applications, which shall 
include a proper showing as to an ade
quately engineered water system, an ade
quate water supply, and adequate financing. 
'Whether or not a public hearing ~.,ill be 
required on any of such applications will 
be determined when each application is 
filed.~' _ 

3. In place of said deleted sub-paragraph (b) of paragraph (1) 

of DeciSion No. 54278, the following is substituted: 

(b) Pacific l-7ater Co. sball not furnish service 
to applicants for service~ except where 
su.ch service will be fu.%'n1shed by extension 
from the exist~ facilities of Pacific~ 
without further order of the CommiSSion. 
Such order may be applied for by supple
mental application or applications, which 
shall include a proper showing as to an 
adequately eng~aered water system>' an 
adequate water supply, a~d adequate financing. 
vYhether or not a public hearing will be 
required on any application for such order 
will be dete~iQed when each such application 
is filed. 

4. :?acifie Water Co., not later than September 30~ 1962, shall: 

(a) l"lodify the 2,350-gallon pressure tank at 
v]ell No. 13 by installing risers over the 
intake and discl'large pipes together with 
baffles within the tank. Applicant shall 
report compliance to this CommiSSion in 
writing within ten days thereafter • 
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(b) 

(e) 

(d) 

(e) 

Install a safety valve at the 2,700-gallon 
pressure tank and indicate the allowable 
wor1d.ng pressure on the tank. Applicant 
shall report compliance to. this Coarnission 
within ten days thereafter. 

Operate and m3u~tain the pressure tanl<s 
pursuant to at least the miDimum require
ments of the Unfired Pressure Vessel 
Safety Orders of the Division of Industrial 
Safety. 

Adjust the air in all pressure tanks so 
that the tanks are noe more than 201 .. 
full of water at the time each pressure 
pump is turned on, and install all neees
sary baffles to prevent air from entering 
the discharge pipes. Applicant shall 
report compliance with this requirement 
within ten daya thereafter. 

Replace the main in Jasper Road west of 
Birch Street by a pipe not less than 
4 inches in diameter installed pursuant 
to the minimum requirements of General 
Order No. 103. Applicant shall report 
sueh compliance in writing within thirty 
days thereafter. 

The effective date of this order shall be twenty days 

after service upon the applicant. 

Dated at ___ S&n ___ ~ ___ ~ ________ , California, this 

day of --_CJ-{J-~""--<l~--
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APPLICABILITY 

APPENDIX A 
Page 1 of' 2 

Schedule No. W5-1 
West~1de TArl.ff Ares. 

CENERAL METERED SERVICE 

Applicable to all metered ~ter service. 

TERRITORY 

ta'.C\1OOd. o.nd V1c1n1 ty, Sen Berno.rd.ino County .. 

~titY'Ra.tes: 

Pel:' Meter 
Per Month 

'First 900 eu.ft. or less • .. • • • • .. :;: 3-.10 
Next. 2,100 eu.ft., per 100 eu.f't. • .... ..3l 
Next 2,000 eu.ft., per 100 cu.t't. .. ... ..30 
Next 5,000 eu.ft., per 100 cu.t't. • .... .27 
Noxt 20,000 cu.f't .. , per 100 eu.f't. • ... .16 
Over 30,000 eu.n.., per 100 eu.t't. • .... .15 

l"dnim.\lm Chsrge$: 

For 5/8 x .3/4-1neh meter • * .. .. .. • $ .3.10 
For 3/4-ineh meter .. .. .. .. .. .. ... 3.50 
For l-inch meter .. .. .. .. .. • •• 5.00 
For l~ineh meter. • • • .. .. ... 7.50 
For 2-ineh meter • .. • .. • • .... 10.00 
For 3-ineh meter .. .. .. .. _.. 20.00 
For 4-ineh meter .. .. .. .. .. .. .... 30.00 

The V.d.n1mum Charge will entitle the customer to 
the q'U8.nt1ty of'vater .... hich that minilnum charge 
will porcha~e at. the Quantity Rates. 

(or) 

eI) 
eI) 

(I) 
eI) 

(I) 

eN) 
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APPENDIX·A 
Page 2 of' 2 

Schedule No. ~; 
ioI'est'side Tariff Area 

PUBLIC.FIRE HYDRANT ,SERVIgt 

A PPtICABItm 

Appi1eable to ail·nre hydrant :terv1ce~:thed t,o. munieipel1ties, 
c1~ orga:D.izecl tiro di~tricts aDd other pol'1t:t'cal subdivisions or the 
State'. 

TERRrI'ORY 

tenwood and. 'Vicinity, San Bernardino County. 

Per Month 

For each hydrant ~ • • • . . . . . . . .. ~ ~ 50 
• • • • •• ~ 4. 

snCIAL co~'tirrrol§ 

1. For vater del1vered tor ot.ber than fire protection purposes~ 
charges shall be Inade at the q,uantity rat.es. 'Under Schedule No. WS-l, 
General Metered. Service. 

2. 'I'he cost ofwto.llat1cn aM me.1:D.tenBDce or ~e \lShall 
be borne by the utility. 

3. Reloeation of' arq hydrant 8he.ll be at the expense or the perty 
requestillg relocation'. 

4. F1re hydrants sho.ll be attached 'to the utll1ty',.$ d18tr1bu.tion. 
mail::I.s upon receipt or proper a.uthorization from the appropriate publ1c 
authority. Such authoriZation sho.l.l designate the speei1"1e location 
at. .... h1ch each is to be 1nstalled. 

;'. The utility 'Will aupply only suCh vater 8.t such pressure as 
may be available from time tot1me 415 a. result or its normal operation 
or the system:. 


