SEFORE TEE PUZLIC UTILITIES COMMISSION OF TEE STATE OF CMIFORN‘IA _

Decision No. 69445

Application of Jz. spa BiLls )

watexr Company, 2 Co*povatxon, g Application No. &/187
for an ordex authorzzzng in- led‘Decembcr 14, 1964)
creases in present water rates. ) :

Rebert 0. Huntexr, for applicant.
t. C. Crawroxrd and H. J. L:.ndenmeye.. , for
the Coomission stari.

OPII\ION

Applicant seeks an increaéé of 100 per ceﬁt in rates f°:, |
general metered service. No increase is requested. in xates for
1imited metered surplus irxigation sexvice, public firxe hyurant
sewvice or water haulage service. As of Jaauwaxry 1, 1965, m_ce
was being provided in the northwest por‘.;i.cm. of R:.ve-sn.dc Ccun
to 280 meter <rate customexrs and 14 £irxe hydran..s-

The matter was heard and submitted befo‘.e E:ca:n:.r'ez
Patterson iz Riverside on April 13, 1965. No cus;ome:s apped:g:d
at the hearing. | |

Present rates as established by Decisxon No. 60502
dated August 2, 1960, ir Application No. 40932, fox a cex £:.cat~. :
of public convenience and necessity, include a dasic m:.n_n::m _
monthly chaxrge for gemeral retered service of $2.00 Lor 800 cub:.c
feet or iess. | |

The summary of carnings included 2s Exhibit D in the
'1ppln.c._t:.on as filed is besed upon the 12-zonth pers oc. ending.

October 31, 1564. The summaxy shows operating revenuc< of $18,_.,. |
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including water haulage of $4,268 for water dgli?ered‘to‘tank
trucks for conmstruction puzposes. Operating cxpenses including
depreciation,‘taxes, and apparently intexest on¢débt, arefshbwn‘
as exceeding revenues. The deQelopment of a depréciéted[:atembase
of $147,399 is also shown.

At the hearing applicant amended its application'to~$how
recent additions to plant and an estimate for 1965 operatibns, 3y
the amendment permission was requested to issue stock and to sell
surplus water to Rubidoux Commity Servicés-District;

The Commission staff made an;indeﬁendént'sﬁudy of appli-
cent's operations and presented the re;uits in Eﬁhibityl; Ac-
coxding to the ztaff report appii;ant's preéent certificated area
covers 555 acres located 2 miles east of the community of Pedley
in Riverside.County. The service area ranges in elevation from
720 feet to 1,217 feet, and has an ultimate potential of 800
residential customers. The waterx sﬁpply is obtained from 2 wells
located in the Santa Ana River Basin, 1 mile east;of:the“Cer:i~‘
ficated area. . | |

The combined production of these wells is_repotted by
the staff to be 600 gallons per minute againSt'é tocal’head‘of
368 feet. The report indicates that there has beea little cﬁénge
in the standing water level since 1962 and that adﬁitiénal wells
can be drilled in the area should the need for additional pro-
cduction arise. The two well pumps are manually'contﬁéiléd znd
discharge into a 3,800-foot 8-inch trapsmission main apdjcﬁe‘dis-
tribution system. A 100,000-gallon reservoir is'locatéd at_an
elevation of 1,080 feet. |

The staff engineer testified that since the well pumps
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are manually controlled the reservoir often overflows; A 10-koxse-
power pressure controlled booster pump supplies watexr to customers
in the upper sexrvice zone. A 28,000-gailon reservo** s fnst;lled
at an elevation of 1,208 feet to operate in conmection with the
boosﬁer pump but tke resexvoiz has nevex been‘conn¢¢:ed:to the
syste=.

Applicant is operating under a watex supply permit
issued by the Riverside County Departzent of Pubiic Health. Ap?li-
cation has been made for a State Department of Public Health permit
but as yet it has pot been issued.

A letter survey to each of applicant's customers
initiated by the steff comparing present rates with those ‘proposed
in the application resulted in 18 letters and 2 pet;tlons con-
teiaing 74 signatures, all protesting the magnitude of the wroposea
increase in rates. |

The staff made field investigations of applicant ‘s
operations and reported that operxating water pressure at the highest
¢levations on the booster pump system fluctuated between 10 and
45 pounds per square inch. Several customers interviewed by the
staff enmgineer protested numerous service interruptiohs witheout
priox notification and complained of dirt and a;r in the water when
sexvice was resumed. The staff Teport indlcates that thcse service
deficiencies have been pointed ocut in previous proceedings lnvo-vlng
applicant and they bad not been corrected at the time of the ctaff
field investigztiouns. | o

The staff accounting witness testifiéd it was necessary‘
to make a nurbexr of adjustments to recorded 196&yexpenses aad utili:y‘
piant items. These adjustments.aS'detailed in Exhibit 1 include &

utility plant acquisition adjustment of $15,929.° Thé adjus:ﬁenz‘ 
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clininates from the plant accounts amounts reéorded’thérein'toﬁ{
puaping equipment and Well No. 8 which were not. part of the watex
System properties acquired from the foxrmer owner of the uhl*igy
system.

The staff reéort:cont#ins a comparison of recorded
operating results for the year 1964 with 1964 adjusted and 1965
estimated. A summary of these results at preseat rates is shown

below:

RESULTS OF OPERATION - PRESENT RATES

1964 : L9904 L965
tem Recorded : Adjusted : Estimated

Opexating Revenue | '
Metered Service $14,587 $15,100 $12,100
Metered Haulage Sexrvice 4,829 4,800 4,800

Total Revenue 19,416 L9,500 23,300

gggrating Rev. Deductions ‘

pexaTing Lxpenses : : ' R
Payroll _ 3,918 4 - 5,350
Power 3,823 ,6 3,000
Maint. Expenses 1,702 : 1,900
Billing & Collecting .6) 1,000
T*anspo’tation - 3C0-
Genexal Zxpense 1,116 1.200. 1,200

Total TTI0,55T  TIL3E0  TIZo5

Depreciztion 4,529 4,281 5,014
Taxes Cther Than Income 3,101 1,840 1,973
Taxes Based on Income 100 100 100
Total Deductions 18,273 17,800 20 037’

Net Revenue 1,143 2,069 - 3, 863

Average Depx. Rate Base | 76,140 75, 270

Rate of Return 2.8 5.11 .

At proposed zates the staff calcﬁiations show a xate of 
retwrn of 18.6 pexr cemt for the adjusted year of 1964 ond 25, 5 pc*
cent for the estimated yeaxr 1965. |

The staff figures undex operating revenues refleét water)"
use under normal rainfall and’témperaturé conditions ead an "djuut-;

ment fox applicanc's failure to read meters during.the months of
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May and Jurne which resulted in lower revenue due to ‘imp‘vroper pr;o‘-
rating of bills in July 1964. ” ;

Under operating expenses the staff adjus.ted“. payrolll up-
waxds by $762 to reflect a more reasonable alloca.t;i’on of ‘pexsonnel .
between utility operations and affiliated intcres}ts; pbwer for
punmping was adjusted downward to include ornly th'é energy c;ha:ges.
required to pump water sold plus 15' Ipe:: cent allowaxice "fc:.r‘ un- §
accounted for water; b:.llmg and collecting expense was adjus Fed
upward by $1,0C0 to include a reasonable amount for postage o*:.m.:.nc.
and other material associated with those act...v:.t:.s_s, and Lmde- |
transportat:.on an allowance of $5 pexr week was’ prowded fo* use of |
the foreman's private vehicle. |

Taxes other than income were adgusted downward to ze-
flect only water company peyroll taxes. Federal income -ta:;es '
reflect tax xates which will be in effect i 1965 and ‘the eff_ecg of
investment tax credit. |

Depreciation expense was adjusted to reflect the effects
of the vtilicy plant acquisitibn adjustment ‘aad other adjustments |
recommended By the staff witnesses. .‘

The staff's rzte base is much less than applicant's rate
base "‘ because of staff adjustments to utility plant and dépreciation \
reserve and because applicant, in its estimate, failed to deduct
unrefxmded advances for construction. The staff's rate bases
reflect deductions for advances of $60,800 fox the 1964 adj’usted
yeax and $82,290 for the 1965 estimated year The staff :.ncludcd
allowances for working cash and matexrial and .,upphes tota...:x.ng

$2,271 more than applicant had allowed.

The staff engineering witmess recommended that applicart
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be required to inmstall and place in operation automatic centrolsv
on all well pumps; a main not less than 4 inches in diemcter to
connect the existing‘28,000—gallon-reservoir to the distribution‘
System; additional storage capaéity of at least 200,000 gallons;
and 2 commection not less than 8 inches in diameter from.tbé;aig-
txibution system in Tract No. 2354 with the'exiStiag‘mainvin
Limonite Avemue. The staff report details the estimated cost of
these recomended plant improvements as follows: |
Land for new reservoir site $ 1,000;
Main £o commect to 28,000-gal. reservoix 1,310
Automatic controls for wells 350
200,000~g2llon storage reservoir 10,000

8-inch main to commect Tract No. 2354 10,000
Contingencics and overhead 240

Total 523,000

IZ these staff-recommended improvements are installed the staff’

c2leulated under present rates a rate of return of 1.2 pexr cent

for tke 1964 adjusted year and 3.0 per centvf¢r the‘l965~es:imated

year.
Exhibit 1 shows applicant's capizal and liabilicies

2djusted at December 31, 1964 as follows: |
Common Stock Equity $ 1,119
Long Téxm Debt - Payable to T. L. Clay 75,000
Note Payable to Cimderella Estates : 21,514
Curxent and Accrued Liabilities 5,483

Advapces for Construction 73,925
Total Capital and Liabilities s IE?,GZE

The staff accounting witmess testified that the $11,514 nozc
payabie to Cindereila Estates and bearing a 6 pex cén# interest
rate should be considered as analagous to common equity as
Cinderella Estates, a developer of land served by applicant;‘is an

affiliate of cpplicant having the same common sole stockholder.

b=




A, 47187 - sl@edx

In view of the fact that applicant's capital stxuctuxe
is largely composed of the $75,000 note bearing & 4 pe::‘ eeiﬁﬁ pex
2nnum interest rate, the staff accounting witness concluded that a
S per cent rxate of refurn on rate base would be reasona.ble; and
adeqeate, provided applicant does nmot install the nlant :..mprove-en S
recoumended by the staff. If applicant does imstall these im- |
provements he zecommended that a & per cemt rate of rctm:nr be |
cllowed due to the probable highexr cost of fma.ncmg bU.Ch ix~
provements. These rates of retuxr would produce retu.ms oD equity
capital of 6.4 pexr cent and 8.2 pexr cent respectively.

The staff suggested that when the xecommended. imp:ovements
had been installed to the satisfaction of the Comm_,szon, appl.;.cant
could be authorized by supplemental oxdexr to fxle revised *ates |
which would inexease gross revenues by approximately_$2r,100-, thexreby
yielding a 6 per cent rate of retuxn on the ctaff zate base.

By amendmert made at the hearing, in coatrast Eo tevenues
of $18,197 on which the application was be.sed, applicapﬁ urged" the
adeption of a reveanue estimate for 1965 of $15,800. ‘rhis' estimate
is comprised of $15,389 for metered sales based on a proj ect:.on of
the 5.5 per cent increase expern.enced dm.:z.ng the fixst threc noaths
of 1965 as compared with 1964, and a water haulage revenue. of $420.
Applicant contended that the recorded watex haulage xevenue of ‘
$4,829 for the 1964 recorded year was abmormally high because of
purchase of comstruction watexr by sﬁbdividers, Watex 'b‘aglage for
that year, exclusive of pu::chases by the fou:: subdivide*s‘ amcun“ed
to $389. Applicant's president testif.':.ed that Heers Development ‘
Company had ceased purchasing construction water as it had develooed

a source of water more economical to use. He also p::esen..ed in
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Exhibit K lettexs fQom his three zffiliates, Jurupa’Estates, Inéf,
Cindexrella Estates, Inc., aad Jurupa Devélopment Corporation, each
stating in substance that they woﬁld“not require consti;ctioﬁ watex
in the future from the utility as they would secure it £:om'the‘
350" Watex Company, 2 mutual company.

For expeuses applicant urged :he adoptién-of‘gpp:oxi-
mately $22,000 as reported by the utility on its Fedefal:inéome‘raxf
retura for 1964. | |

Applicant presented in Exhibit I a cost summéry.of‘the
improvement program subs:an:ially as xéconmended'by the staff.
Applicant's president FeStified,‘and Exhibit I indicateSz;hét con-
nection of Tract No. 2354 witk the existing main‘in-Limpﬁite‘Awenuc
has been completed at a cost of approximately $12,48L, and con-
nection of the upper reservoir to the distribution system‘by_;-‘
6~inch m2in has been completed at a cost of app:éximately $5,634.
The witness testified furthex that he will proceed t6;in$téll in
1965, automatic controls om all pumps and. a lSO,QOO-gallon resexvoir.
His gstimated cost for these items, along with expendituxes‘alreadf-
made, and an allowance for contingencies of‘approximately $2,883,
results in a requirement for system.improvementvof $30,000.

By amendment made at the hearing applicant xequested
pexaission to issue $30,000 of stock to finance the élant addi-
tions described above, and up to $45,000 of stock férxoperaciﬁg
capital in the event mo increase in rates is granted.

By the axzendment applicant also requested auﬁhority ro
sell surplus watér on a temporary basis to Rubidoux Community
Sexvices District. As‘support for adequacy'of suppiy for such

surplus sales, applicant presemted Exhibit B summarizing :epér:s
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of pump tests made on Well No. 11 in 1960 and.Well No. 13 in 1962
showing under low head conditions a combined productxon of 866
gallons per minute. |

In comparing the staff's and appln‘.cént’s estimaﬁg-s-, we
acte that the staff's estimates teflect adjustments foi abnormal
conditions and the expense estimates, which aie,cdnsistent‘with the
revenwe estimates, indicate that détailed consideration has been
given to each item. Applicant's estimates are not‘consiS“ent 2s
" revenues are based upon a short pe*iod o‘ the 1965 year w&ereas
cxpenses are taken dm:cctly from the 1964 *ecorded yeax wmthout
ever elimineting interest expense. Wé‘axe-o~~tne opﬁn;on that the
lettexrs from applicant's affiliates in Exhibit X ave self-sefviﬁg
documents which do mot reflect conditions as they will exist in
the year 1965. Under the cixcumstances we find that the staff’s
estimates of revenues and expenses for the year 1965 arc rcasomzble
and we will adopt them for the purposes of this p:oéeeding.‘

In regard to rate base, we find that the staff’s
estimate which xeflects the plant acquisition‘adjustment~and the
deduction of unrefunded advances is reasonmable, provided it is
adjusted to more nearly reflect the probable costs of system im=
provements for 1965. Applicant'’s allowances for system imwrovements.
as set foxth in Exhibit I are acceptable with the~exception of‘the
amowmnt forx comtingencies. We Lind that a total allowance of
$28,000 for 1965 system improvements is reasonable. This results
in the a2doption of a deprecizted rate base for‘l965 of $101,930;’

In comsideration of the requiremenﬁs for finénciﬁgxﬁhe
system improvement program, we find that a xate offretﬁxnvof"

6.0 per cent on the adopted rate base is fair and réasonabléQ
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Such a return will require gross revenues of $27,360. We conclude

therefore than an increase of approximately 18.1 per cent in rates

for gemeral metered service should be aﬁthorized‘ sd, as to p‘:‘-oduce a ‘

$3,460 increase im gross revenues. The rates hereinafter authorized /

will yield such increase. | | o
The Issuance of stock as proposed would 'improv_e_ appiticant's

equity ratio. We f£ind it will be' reasonable to authorize applicant

to issue stock to finance installation of the specific Systém. im-

provements heretofore discussed and the order will g,rén: such aizthéi:—'

ization in the amount of $28,000. We also find it w:x'.'11-'b‘e‘ reasonable

to autborize applicant to issue stock in the amount of $2,000, to

raise funds for working capital and the order will so‘providé.“we

further find that the woney, property or labor to be procuréd'or .

paid for by the issue of the stock and indebtedness heréin‘ authorized :;"

is recasonably required for the purposes specified here;tn, énd such !

purposes are not, im whole or in part,} reasonably chargéable' to.

operating expenses or to income.

In seeking authorization to sell surplus watex om a
temporaxy basis to Rubidoux Commmity Sexrvices D’istrict',‘ applicant
did not establish that the Distxict desires to purchase watexr nor
was any evidence produced as to the effect of such sales on appli-

cant's revenues and expenses. We f£ind that applicant failed to

show that such sales would be in the public interest and ¢onseq,1_;ently

the request will be denied. .

The zecord shows that by prior oxdexr of the Co::zm.:!.ss:f.oﬁ“
(Decision No. 68076) applicant was denied permission to expand its
service area to emcompass the area which it now wishes to suppiy
through surplus sales. The denial in that instance was upon the |
basis that certain deficiencies im applicant's operations existed
and would have to be coxrected before the Commission could entertain
an application to extend. When épplicam; has completed the systen

improvements recommended by the staff, and has obtaimed a water
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permit from the State Department of Health,applicant may be in)

a position to obtain authorizatxon to expand. :
We £ind that the net plant adjustment of $15,929 m,dn
by the staff accurately reflects the el iminatxo“ of utxlitv plant
not zequired on purchase of the water system and conclude ‘that

applicant should be required to record such adjustment on its
books of accounts. | '

We find tkat the 1ncreases in rates ‘and charges authox-
ized herein are justified, that the rates and chaxges authorizcd
herein are reasonaple, and that the present rates and chaxges,
insofar zs they differ from these herein prescribed, axe for the

future wmjust and unreasonable.

IT 1S ORDERED that: |

1. After the effective date of this ordcr;.appliga;t '
Jurupa Hills Water Company, is acthorized to file the'reviéed‘rate*
schedule attached to this oxdex as Appendix A Such‘filing shall
comply with General Ordexr No. 96-A. The effectlve date of .ne xe- -
vised schedule shall be Septexber 1, 1965 or fouxr days after the
date of £iling, whichever i1s later. The revmsed‘schedu¢e,qhallr m
apply oaly to sexrvice rendered or and after chg.gfféctibe‘ﬁate‘_'
thexeof. | . | - |

2. Applicant shall within 30 days after the effective date .
of this order imstall automatic comtrols or all well‘pumps;fandz
within 10 days thereafter shall report to the Commission in writing
the costs thereof along with any otherx pertinent‘informatioﬁ;'

3.  Applicant shall within 90 days aftex the effective date
of this order install a minimum of 150,000 gallonsvof‘additionﬁl

storage capacity and commect it to the distribution system, and
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within ten days thereafter Shall report to the Commisszon in writing

the cost thereof along with any ‘other pextinent informationm.
4. Applicant shall prepare and keep current the system map

required by paragraph 1.10.a. of General Oxder Nb, 103. Within

ninefy days after the effective date of this drder, a?plicant shall

£file with the Commission two copies of this map.

5. Applicant shall adjust its books of accounts for utility
plant not acquired by debittﬁg $3,205 to Account No. 250, Resexve
for Depreciation of Utility Plant, and,byvcrediting $1,000?tof
Account No. 306, Land; $209 to Account No. 311, Structﬁfesi
$14,031 to Account No. 315, Wells; and $3, 894 to Account No. 324
Pumping Equipment, with a comcuxxent debit of $15,929 to Accouxt
No. 100-5, Utility Plant Acquisition Adjustments. Within ehirty
days after the effective date of this oxrder, applicaﬁt shali file
a Qritten xeport with the Comuission setting forth 2 copyzoflthe
journal entries made in its books of accounts in compliance with
this portion of the oxder. | | - |

6. Applicant is authorized to issue not. to exceed 1$30,000
par vaiuve of its coumon Stock for cash and to use $28, 000 of the
proceeds to finmance the system improvements considered herein,‘
and $2,000 for working capital. This authorizatmon w111 expxre
if not exercised within six months of the effective date of th;s

order.
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7. Applicant shall file with the Commiss:lon a report oxr
reports as required by Gemexral Order No. 24-3 which order,
insofar as applicable, 1s dade a part hereof. |

The effective date of this order shall be twenty days
after the date hereof. | D .
Dated at __Sau Francixko =, California, this Mday oﬁ

Commiss:!.pngrs |

Commissioner Peter E.
Recessarily absent, Qi
in the disposition of

Mitcholl 'be:(ng
Q not participate
this . procood.ing

Comnissioner William M. Bemnett. being.
necessarily ab.,ent ¢id not-participate
iz thke di.;po...iuon ‘ot T.his procooding.,
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Schedule No. 1
GENERAL METZRED SERVICE

APPLICABILITY

Applicable to all metered water sexrvice.

TERRITORY

Jurupa Hills and vicinity, Riverside County.

RATES

Quantity Rates:

First 800 cuufb. Cr less « « o »
Next 700 cueft., per 100 cu.ft.
Next 2,0C0 cu.ft., per 100 cu.lt.
Next 2 SOO cu-ft., per 100 cu.ft.
Cver 5,000 cu.ft., per 100 cu.ft.

Mindmum Charge:

For 5/8 x 3/L-inch meter
For 3/4-inch meter
Fox 1-inch meter.
For ld-inch meter
Tor 2=inch meter
For 3=inck meter

The Minimum Charge will entitle the.

. Per Meter
. Per Mexth

32 35

-2}1 B
T
i o

s 2.35
%.00
6,00

- 10.C0.

1600
; 25 L0

o the cuantity of water which that mintmun .

charge mJJ. nurchase ‘at the Quantity Rates..
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