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Decision No. 72405 -------
BEFOBE THE PUBUC UTILI:rIES COMMISSION OF II-=:: STATE OF CALIFORNIA 

Application of T!!lJNDERBIRD w.~ER. ! 
COMPANY under Section 454 of :hc 
Public Utilities Code fo: 
authority to increase its t)ub1ic 
utility water rates -

j..=>r.>lication No.. 43702 
(riied A~t 11, 1966) 

Knapp, Gill, Hibbc:t & Stevens, 
by vj:~i'man c. Kn~22.) aad 
lV'. L. Ariiold;t for applicant .. 

CheStei- c. N~ and Ra~r!.d. E.. HC.Yt~, 
tor the Cc~ssion s:;;a:ff: -

OPINION 
~--,,------

A public hearing on the app1icetio:l W.:lS held in Palm 

Springs, CalifOrnia., on Februa:y 17, 1967, before EY~p.r Rogers 

~.and the matter was submitted. All customers were not::'iiec. of the 

hearing. there were no protests. 

The applicant req~sts authority to increase its general 

metered service rates as follows: 

Quantity Rates: 

First 500 cu. ft. or less 
Next 2,000 cu. ft., per 100 cu. 
Next 2,500 cu. ft.) per 100 cu. 
Next 5,000 cu. ft.) per 100 cu. 
Next 10,000 cu. ft., per 100 cu. 
Over 20,000 cu. ft., per 100 cu. 

Minimum Charge: 

For 5/8 x 3/~,-ineh meter (A) 
For 3/4-inch meter 
For l-inch meter 
For l%-inch meter 
For 2-inch meter 
For 3-ineh meter 
For 4-inch meter 

ft. 
ft. 
ft. 
ft. 
£1:. 

Fe~ r-r.,,,,,tcr Per Month 
Pre:;ent Proposed 

$ 2.00 
.25 
.20 
.15 
.10 
'.07 

$ 2.00 
2.50 
3.00 
4.00 
5.00 

$ 2.50 
.29 
.23 
.. 17 
.12 
.08 

$ 2.50 
3.50 
5.00 
7.50 

10.00 
20.00 (B) 
35.00 . 

Shown as 318-inch in application, in error. 
Largest meter presently in use in 3-inch size. 
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In addition, applicant in Exhibit 1 requests an upward 

adjustment from $0.07 to $0.08 per 100 cubic feet for water presently 

sold to Palm Valley Water Company under an amended interchange 

agreement approved by the Commission pursuant to Decision No. 55833, 

dated December 3, 1957, in Application No. 37856 of Pa~ Vall~y 

Water Company. However, applic.'lnt in t:'lis proeeeding lms not 

specifically requested amendment of t:"e existing ~grce:ncnt nor 

authorization of a revised agreement providing for. s~ch increase. 

In the event that applicant does negotiate an ~end2d cgrcemer.t 

with Palm Valley Water Company, it must present copies of such 

agreement to the Commission for a~p::-ov~l, in .:lccordance with the 

provisions of Section X. A. of General Order !b. S6-A. 

Applicant also requests authority to ca.o:lcel its flat rate 

schedule for the reason that it has no flat rate services. The 

request for increased rates was ep~osed by the Co~sz:r,on s~aff 

Which contends that the applicant is now ea.~~~ a ra~a cf return 

of 8 percent and that the proposed rates will result in a r~te of 

return of 12 percent. 

A comparison of the summaries of e.;:,.rni~s at p:asent and 

proposed rates as calculated by the applicant and the st~ff is as 

follows : 

· · · · 

Sumnary of Earn1~s 
(Estimated Year 19 7) 

--" --------------------- - --- -- - -.-

Item 

Operating Revenues 
Less -Operating Expenses 

Depreciation Expense 
Taxes other than Income 
Taxes on Income 

Total Deduction~ 

Net Revenue 

Average Depreciated Rate B.a.s.e 

· · · · 
: 

ti.'OE.Lic:mt 
Pre$en~ : Proposea 
Rates . Rates . 

$ 51,6JJ.3 $ 59, 992. 

.311507 .3"1,,507 
9, 72.3 9,,723 
2,,400 21 aOO 

100 1,616 
L""7,,O L:S;246 

7,913 14,746 

207,870 207,,870 

3.8% 7.)$ 
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-- .--..-.-· Sta1"!" · · '" · ?resent : Proposed : · : P.ates : Rates · · 
$ 6.3,180 $ 7.3,190 

.3.3~8S0 .3.3,850 
9,400 9, 400 
2.,,260 2,,260 
~,O30 5.670 

L ;sIiO 51,,180 

llJ.,,640 22,010 

18.3,400 18.3,400 

8~0% 12.0% 
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History and Organization 

Applicant is a California corporation organized 
' . . , 

August 6 ~ 1946. I.ts largest customer> l'b.underbird Co;mtry Club 

(Country Club), owns all of applicant r s shares of stoc!<:. The 
... 
officers of the t'(·:O c:orpo=ations .::.s of Feb=us.~ 17, 1967 ware as 

follows: 

President 
Vice P:i:esident 
Treasurer 
Secretary 

Service Area 

Arplicant 

Jac:.kSO:l Smart 
Ed Saye:::s 
B. Ross 
Robert S::l:'l.difer 

Ed S~ers 
B. Ross and. J aekson Smart 
G. C:'ark 
Fisher (First n==e ~o~~) 

Applicant·s service area is ~pproximately 10 miles south of 

Palm Springs on P~hway 111. Water service is furnis~ed to 

approximately 200 customers including Co'l1!lt::} .. Club .:t:'Lc' ?clm Valley 

Water Company. The major portion of applic~t' s custC::lers are 

located around the golf course of Count:y Club. 

Water Supply and System 

Applicant's distribu~ion system consists ot 35,000 feet 

of mains varying in size from two to te:l ~cb·~s in ci.i;,::neter. 

Applicant's water supply is obtained fro~ two l4-inch 

diameter wells> Nos. 1 and 3, each equipped with an electrically 

operated deep well turbine pump. Well No. 1 pumps into the golf 

course irrigation system owned by Country Club; Well No. 3 P'I.lll1ps 

into applic3nt'a distribution mains and can be connected for use 

in the golf course irrigation system. Applicant has a. 500,000-

gallon steel storage tank located at an elevation higher than the 

distribution system. Near the steel tank a small distribution 

system is served by a booster pump and a 5,OOO-gallon hydro­

pnc'1..'ItIlatic tank. 
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Reu.ons for Hearing 

The application is lmique in that primarily it is based 

on the fact that the applicant transferred one of its procucing 

wells ONeil NO.2, infra) together wi~ certain related equipment 

and mains to its parent: cot!4pany, the Country Clcb, without 

authority from this Commission on the ass~tion ~t s~d well and 

facilities were not property used and useful in the con~~t of its 

business. It is conceded that if these trc:nsfers a:e fout!d proper 

and legal the applicant is entitled to a rate increase. 

Section 851 of the Ca1~fornia pCblic utilities Code, 

insofar as pertinent, provides: 

nNo public utility • • • shcll sell, • • ., or 
. otherwise dispose of or enc~e= th·~ ";;t1':o1e or 
any part of its .. " • line, pl~t, syc'tc:l 0:' 
other property necessary 0: use:ul i=. tc.~ 
perfo~ce of its duties to the pi.iol:i.c ••• 
without first having securod fro~ the co~si~n 
an orde= authorizil'lg it so to do. • •• 

uNothing in this section shall prevent the sale 
• • • or other disposition by any puhlic utili~ 
of property which is not necesszry or ~aeful in 
the 'performance of its dutie.s to the pu:,lic, ""." 

on January 2, 1965, without authori.ty £:0:::1 this 

Commission, applicant sold its VJell No. 2 and related plant assets 

to COlmtry Club and Country Club sold certain plant assets to 

applicant (Exhibit 3). Applicant contends that the facilities it 

transferred to the Country ClUb were not properties which were 

necessary or useful in the perfor.mance of its duties to the public. 
I .' • I 

The staff contends that the, pJ:t)pertieS ~ra:osferred to the Country 

Club were necessary or useful in the perfo.z:m;mce' of such duties. 
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Background 

By Application No. 47657 filed on June 10, 1965, 

applicant sought authority to issue an unsecu~ed pro~sscry note 

in the principal S\:ID. of $65,000 to the Country Club. Of tr.is sum, 

$35,000 was to be usecl. to pc:'] 1:\';0 Ol'lC-yesr r.otes which s??licant 

had issued to Country Club in excb,ar.ge for :funds with which 

applicant had made improve:r.cnts in its syzte:l. Th~ epp!.ic:;:.tion 

contains the allegation the.t, I'lThe remaining $30,000 of the 

principal sum involved in the p~oposed note is to cc~er an exchange 

of plant assets between Th~"':'lc;;:r~i:::d vlate::: C'j~?.:=y and Th't:.O.cierbird 

Sountry Club. Ti:l:otJgh this excher..ze, Thunc.erbird Coo.:w."'ltry Club is 

taking over, as a nonutility, the pr~-y job of servicing its 

golf club with irrigation wO.ter. This chc:nge c:..::.e ~bOl;t -::1:rough 

the decision of the Country ClUb to not o~ly ~zur-e ~~ p=i~J 

irrigation job at hand but also to fertilize the so~f c~~=se with 

liquid fertilizer through the irrigation li~es. As a consequence, 

property which was neither neeessery nor uscfvl ~ the perfo~ce 

of its duties to the public wcs transferrce fro~ ~~un~~rbird Water 

Company to Tb.underbird Count:y Club and, aloT.'..g" the-::c",n.th, certain 

property was transferred from Thunderbird Country ClUb to Thunder­

bird Water Company) all as hereinafter" described. Applicant will 

. continue to serve Thunderbird Country Club with some of its irriga­

tion reqU1remP.nts from Yell No. 3 which will be valved off to 

prevent" back-flow and will also continue to serve its domestic 

requirements. 17 

The assets to be transferred "from applicant to th2 

Country Club had a net cost depreciated of $47,515 and included 

"Well No. 2 wellsite and well, the pump house, the pumping equipment, 
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mains, valves and a meter. In exchange, applicant was to- acquire 

certain pumping equipment, mai IlS) services, meters and fire 

hydrants, having a net cost dep:eciated of $77,679. 

The applicant states thc.t the transfe:: of assets ",as 

made on January 1, 1965. 

By Decision No. 693C4,datcd June 29, 1965, the 

Commission authorized this tra:lsactic-n. In s~d c.ecisicn i~ is 

stated that, "!he application discloses tholt Th1..~oo:;:bird Country 

Club, as a nonutility, is assuoing the p~-y responsibiliry for 

irrigating its golf course. Applicant asserts th~t, .;:s a conse­

quence, property no longer useful in appliczn::s u~ility operations 

and having a depreciated cos: of $47,515 was t:~sfe:red to 

Thunderbird Country Club which, in tU::"!l, t~Qsfsr.r~6. other property 

having a depreciated cost of ~77 ,679 to c.p!>licant.:1 

It is stated that ':the Comici.ssion has cODsid(-:red this 

matter and finds that: (1) the proposed note issue is for proper 

purposes; • • . H .The Commission cautioned that, "The authoriza.­

tion herein given is not to be construed as i::~dic.::.t!vc of a:nounts 

to be included in proceedings for the deter.=~Ma~ion of just and 

'reasonable rates. II 

Evidence concerni~ Transfer of 
Wei! Fio. 2 and Re ated F ac~b. ttes 

Applicant: 

A public accountant presented a report: (Ex..ubit 1) in 

support of the rate application herein considered which was based 

on the assumption that the transfers stated in Application No. 47557 

(supra) and for which the promissory note was authorized by 
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Decision No. 69304 had bec;~ made. He developed a rate base, 

revenues and expenses starting with that property rema1ning after 

said transfers. He said that the p:Ci!lcip3.l. reason for the transfer 

of the assets was to separate the ir=ization and. do~c:l.c systems 

to avoid contamination of co~stic water by the i~jection of 

liquid fertilizer into that portion of the system which was used 

to irrigate the Country Club r s golf course. ':he ~7it!l~$S te.;:tified 

that the Country Club hns d:illcd a new ll~-inch well (i,;'ell No.4) 

which is equipped with a lOO-hp ~otor to au~ent or replace Well 

No.2 which, he said, is a sanec:::. 

A sanit~ry engineer with the ~vc~side County Dc?artment 

of Public Health testified 1:b.at he w".s cor..::~rned la."ith investigating 

matters dealing with contacin~tion of ?ubl~~ u:tlity water supplies 

and that he has concerned hiIn.zelf with the problcr'''':; of 'b.:-ck-flow 

contamination in the applicant's syst~ and the inject~~ therein 

of liquid fe.tilizer. He st~ted that a mcjor concern c£ ti~e 

Department where irrigation systems, p~:ic~l~ly on golf courses, 

use pressurized water with s?rinkler. ~eads of the ~~~ird type, 

is the leakage; t~t at time~ when prassu~e is cii~inisced within 

the water main below natural atmospheric pressu~c, baci<-flow can 

occur from the sprinkler heads into the irrigation portion of 

those systems; and where irrigation portions of the systems are 

used as water mains to ca:;:ry domestic. water to other sectio:ls of 

the domestic system, the Department is vitally.concerned·.. He 

stated that in such eases the Department asks that the irrigation 

system be entirely separated from the domestic system; that this 

problem had been discussed with applicant; that it has been the 

Department's concern; that it has recomDlended against 
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interconnection; and that the irrigation system and the domestic 

system of the applicant, as supplied by Well No.2, should be 

separated. 

A consulting engine~r testif~ed tha~ prior to t~e 

transfer of Well No. 2 and its :r:el.:t:.:!d fa.e:f .. lities l:.e 't ... ~ asked to , 

investigate the plant or f~cilities of the ap?li~~t for the 

purpose of determiniDg whether t~a irrigation li~e ~d a~y one or 

more of the tvells were us~d 2Zd 'USeful j,':l ?'~'!"li.:. s2rrj.cc; that 

pursuant: to said request he mac.2 a field s~..:.e.y c: a,,!'j.cm:~ t s 

faCilities and prepared a. report, d.:::.~d October 26, 19G/~, based Oll 

said study (EXhibit 5). 

The enginee: stated tll~t applic:.~t b.:.d tb.:tcc wel!.s, an 

irrigation system for the golf course &ld Do Co~st:!.c system; that 

separated by diseon:r:u~eting c~=:e.in previous po~t$ c~ ~-"'ter.co,~ec­

tien and the installation of the necessa:y pipelioae to ~~lish 

such result. 

His repo:t shows the follo~g ~attcrs, ~ng ot~ers: 

Well No. 1 is normally connected to t~e i=r~~tion system 

but can be connected to tb.e domestic syste':!!. 
" 

Well No. 2 is connected to the irr~a~icn system only. 

Well No.. 3 can pump to the domestic system or to the 

irrigation system. A system of interlocked ,diaplttagm operated 

valves prevents pumping to botb sy~tecs at ~e s~e ti=e. 

As of October 1, 1964, the three wells cad a~?roximately 

the following productions: 

Well Number 
1 
2 
3 

Gallons Pe= Minute 
530 
450 
750 

-8-
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The engineer stated that on the basi s of 1.40 consumers, 

the average well pro<iuetion required on a me.x:I..tlum. day would be 

460 gpm; that Well No.. 1 o;.;rou!.d be :eq-.:.1J:ed to o~=ate app:cximately 

21 hours per <lay 0: Well N~. 3 ar:-p:rox:tm.D.:cly 15 bcurs ?c= ~y to 

that. if Well No .. 3 we:e out 0: se::vice i:l a n:.a:d.::luc. mo:th, 'Well 

No. 1 would provide more than the ~:o:esc:: r%rl.:SDetlt fo:: :';.:1.1 

standby. In addition the:e is a'll e:~.e:gen...""Y c.oz~.,..;:.-c::{.o:.l .w!.~~ Palm 

Valley Water Company. 

The e:-ginee: c.o:cl~ed, cmo~.g otbe= 'i:'("~Pgs, tb.a~: 

1. Well ~o. 3 is neeeesa:."Y ~d 'USe:ul to the .,.p:?!iea.-:t ill 

the perfo~ce of its duty to the p~blic .. 

2. If ~e go lf course s~d ec.;:.se to be a co=s~= 0:1 the 

applicant's system, or should it make prev:.sioc to s·tv:;;~.y a portion 

of its own needs equal to the p::ocuc'tio:: of Well lio .. :I., ta~:l i!l that 

event Well No .. 2 ~~uld no longer be n~es.sarJ or 'USeful to the 

applicant in the perfo~c~ of its duty to ~e p~bl!C. 

3. If the golf course should Ce3.Se t~ b~ a. COl):,;?..1\te= Gtl t::.a 

applicant's system or should it make p~$i~~ t~ z~~~ly a portion 

of its needs equal to the produc:ion of Wel:s Nos. 1 ~d 2, then in 

:t:hat event Well No. 2 would no lO%1ger be Xl0Cessary or 1.:Seful to the 

applicant in the pe~formance of its Guty to the p;Jblie ·and Well 
. . 

No. 1 would no longer be necesGary 0= use£~l, exc~Pt· ~$ s stand­

by source of supply as an alternate to Well No.3. 

The enginee: testified that by investis~~'he fO'Jnd 

that Well No. 2 was and virtually always has been a sand-p:-od:u.c i ng 

well, at the rates at which it was pumped, at least, a.:ld :1:!.at it 
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had given trouble when used co the domestic system by the sand it 

produced and put into the syst~. He further testified that he had 

been info:r:med that in order t~ prevc:t.t s~d.iDg, Well ~~. 2 had the 

100-hp pump replaced with .:l 3~-!:l? I?:~; th.&t We:::' ~To. !~ b:.d beer. 

equipped 'I."ith the lOO-~p pu::;p f:::cl:l We21 No. 2; .:t~.:l t~t prc~,*,ly the 

produetio~ would be in tbe r~e of 600 to 800 ~~lJ~ns per ~toute. 

O:l the basis of tb.e e.q;inee::! s :c,(v.):':t, tile cppj.!cS:\t 

transferred its Well No. 2 .;;:tJ.c. :eJ.3.ted faci!.it~~$ to t=.e Co~try 
Club without the Comm.issionJ s authori::atiot'. (Ex1.1.~bit 6). 

A witness fo: ~ppli~~t est~t~~ ~t in lS~1 &pplicant1s 

total. metered sales, ush.g we!.ls Nos. 1 ax:.d 3, ii:el~ i::igation 

of the golf co\::'se, will be 422,3:5 Ccf. Tb.is tctal ussge "i~uld 

only req'l,.dre 292.5 days of produc~:l f:-cm ~~l:' ~lo. 3) at t;"e rate 

of 1.080 million gallo1!s pe: d:::..y, the proe~::).O!l sb.oy~ on EYJ:ibi~ 5 

herei::1. Well No. 1 is sb.oWll by said Er,h'!bit 5 :0 ~VQ .!~ t.lclclitional 

production of .763 million gallo~s per ~y. 

Staff 

In its repor~ (Exhibi: 2) t~c st~~~ iS~o=~~ :~e transfer 
~ 

of Well No.2 and related f~ilit~es,refer:ec to ~~ Decision ~~. 

69304, supra, from the applic2.D.t to the Cot'Otry Club. Its :easons 

therefor, as stated in par~graph 6 of Section 1 of said exhibit, 

Prior to January 1, 1965, applicants o~N:ed Well No.2 and 

transferred it to the Country Club on said date without Commission 

authority. By the transfer applicant lost a major portio:: of its 

sales to the Country Club and reduced its reVe!lues witho:lt 3:!J.y 

offsetting benefit to the remain;ug customers. This loss of reVe1lue 
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would become a burden on the other customers unless the transfer 

was ignored. Since the transfer was made ~~~hout Co~ssion 

authorization and is not in the public in:crest, Hell No. 2 with 

related land, p\:Illping and meter-ins cq~ipm~'!:lt: is ::::ens::'ci.e:.:"~G. as 

belonging to appliean~ and the revenues that wo~~d be derived from 

such sales to Country Cl~b ~:e trca~cd as applicant's revc~ues. 

A staff accountant testified th~t h~ an . .:! .c s:'::-t:':f 

engineer, who together prepared ~YJlibit 2, conside=~d the transfer 

of the well and related facilities ~s being a~ ~~utco:ized 

transfer of utility plant facili:ies a~d adj~st~d u:ili~y plant 

and reserve for de?reciation accord:!.ogly. '!~:eee a<ij'3.st'tr..ot'4ts, 

including the acquisition from the Cour..tr; C:i..:.b, resulted in a 

utility plant of $309,980 as of Deccmbe: 31, 1965 co~p3rcd to the 

applicant's recorded figure of $317,743 and a i.eserve for depre­

ciation on said date of $46,938 rather th3~ the $36,982 ~hown in 

applicant's books (Exhibit 2, T~ble 2-A). 

The staff engineer teseifi~d thzt for the r.e~son that 

the transfer of Well No. 2 and relat~d f~ci::"iti~s 'Vj~$ not 

authorized by the Commission, he considered the well and related 

facilities a part of applicant's system and included all revenues 

and expenses connected with the transferred facilities in 

calculating his results of operation. He further stated that 

additional' reasons why the' transfer was not reccgnized by the 

Commission 'staff were that prudent man~gement would not lose a 

major part of system revenues by selling a piece of property; that 

there was a lack of arm's length dealing between the par:ies, and 

that the r~ining customers received no benefit from the transfer. 
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Both the· eng:fnQer and·:he acccuntant conceded 

on cross-exami~ation that if the transfer of the well and related 

facilities and the acquisition of the sys~ co~tructed by the 

Country Club were ~roper, tao app~t's calcul£tio~ i~ Ex~bit 1, 

with minor exceptions, are correct. 

Findi!S Concern.in~ tb.~ Ir~Mb!.' of.. 
well o. 2 and AeLi~cd ~~seilitie~ 

1. Country Club o~s ..:lll issued ce~i::el stock 0: .;:.;:plicant. 

2. Prior to Janua...-y 1) 1965, .;l?pl:Leant f'~-m.z:'cd 'W~ter to 

customers through three wells) i:clud:ing well ~~. 2 ."!."ld its related 

facilities. All 'Water froe. Well No. 2 has beer. daliv~'.=ed to ax:.d 

used by Country Cb:b. 

3. On or about .Jauua.....-y 1, 1965, applic:.t!lt s~ld 'Well ~lo. 2 

and related facilities to Co:.::ctry Cltib. '!!::!.s ::,:<!le ~a1iar.9.·tcd the 

sold fa.::ilities from applicazlt'2 s r~~ system. ':CD.S 'be.sic 

reason for said sale was that the Co~t~ Club W~ il:l:~o~~ing 

fertilizer into the system connected with Well No. 2 .a!ld using the 

water and related system to ir~ig~te the golf cc~=~e. Tbe ~tro­

ductioll of fertilizer into the sys t£!U co'.lld. ca'Us~ t:;.e ~:il::er to 

become unsafe for human consumption. 

4. The Riverside County Health Depart:me.:t bas recommended 

that the portion. of applicant f s system used to ir=igclte the golf 

course be separated from the remaining portion which is ~cd to 

supply domestic water. 

S. Country Club is the only entity w~cb. has been served 

water through Well No. 2 and its rel.u.ed £.aeilities si.oee 

January 1, 1965, thereby el~ating the concern of the Riverside 

County Health Department with respect to in~~rconnection of appli­

cant's domestic system with the Count~) Club's irrigation 

system. 
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6. Well No. 2 is a sander and as a. result thereof) since 

January 1, 1965, the Pt.1XllP therein has been recbJced from 100 hI' to 

30 hp and produces appro~~cly 300 Z=.llcoo 0: ,vater per miJ:'I..1:e. 

7. Countr"J Club !:las =c~~tly c.::illcd a wa!.:;' wb.!cl:. has a 

lOO-hp pump and p~cdue~s ep~=o:~~tcly 600 g~~~:s 0: water per 

minute. This well is llOt o,,"v.l!ld or used by ti:-.e c,?pl.icot. 

8. The applicaZ1t had ~\':":) "~alls i:~ .• :!.:cj .... ~"; ".£~;er t!le t=3:.lsfer 

of Well No .. 2. These wells procuce a tot.:.l of ~?~~.t~~y 1280 

lallOD~ s. W2~~E per miZlute. '!he p:.:cC"..:ctic'J. of tUU:.e= O:le of these 

through the 72~= 1967. 

9. App11c~t has, and ou Je:').U=-7 1, 19~.5 had, e.n :l:\t:ercba:o.ge 

agreement wit!l .,'l 1?~blic utility watc::' e,,~.::.!:y Ul t~ vie.i:;:ity for 

standby or emergency water. Tae:e is a pe~20!l: CD~cc.tion 

between the two sys t~ • 

10. Well No. 2 and rela.ted facilities w~~e no~ useG. and useful 

in applic~tts water syst~ O~ January 1, 1965 ~d the ~~te= 

produced from Well No.2 was ~~t at ~~e~ t~:c :~ccss~~ t~ the 

public utility operations of the app1ic~~. 

Conclusion 

The Commission concludes that the t:~fe~ cf W~ll No. 2 

and related facilities was not the transfer of propertj ~cd or 

useful in applicant f s public utility opers~ic7! atld t.1J.l.!t s~c:1 Well 

No.2 and related facilities should be excl~d f~oc eppliczctts 

rate base in determining tbe here~ co~sice=ed appliea~~o~ for an 

increase in rates. 
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Results of Operations Without 
WeI! No. 2 and Related Facilities 

Revenues 

The staff agreed wi~a the applie~trs estimates of 

revenues for the year 1967 at present and proposed rates ey~pt 

that the staff added the revenues it estimated would have been 

derived from the golf course water sales ass'~ Well No. 2 

remai'Ded the property of applic.ant. These added revenues were 

estimated by the staff to be $11,543 at present rates and $13,203 

at the proposed rates. 

We have heretofore held that the t=~sfe~ of ~ell No. 2 

was justified. We find that the reVe:lues estimated by tlle applicant 

for the year 1967 are reaso:l&b1e. The rev@'..r.~ !!gures adopted are 

$51,640 at present rates and $59)990 at propos~d rates. 

;Expenses 

A COlllparison of the applicant'f s and the stafi's e.st:Lma.ted 

operating ~uses for the year 1967 are as follows: 

Item 
FiUpiDg 
Water Treatment 
Transmission and Distribution 
Customer Accounts 
Administrative 'and General 

Total Operating Expenses 

5)1~O 
:'! ,520 

llzE-5S 
$~1,S07 

Staff 
~.5,1r20 

110 
4,830 
2,520 

10:570 
~3,850 

The d1fference in the pumping expenses is ~e to the fact 

that the staff iueluded the cost of pumpixlg W~ll No.2. This well 

has been removed from. applicant t S system. W~ find that applieant' s 

estimate of pumpiug expense is ress"l:.able ane it will be adopted. 

The difference in the esttmates of t:~soiss!on ~d 

distribution expense is $290 and results from the staff's lower 

es timate of meter Ul.4iute.uanee expense. The applicant t s reeo:ded 
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amount for this ite= was $999 in 1966 and it allowed $1295 in 1967. 

We find that the staff's estimate of tr~s8io~ and distribution 

expense is reasonable and it will be adoptee. 

The diffe~en¢c in 3~~ict=~tivc and 3ener~l e~c~sas is 

due to the reduction by the et=!f 'Of man~~:lt p~y:r:e'il expanses. 

The main portion of ~bis eY.p~~se is $5i5 pe= ~~ta paid ~o a 

manager 'Who also w~rks fo'Z the Co~:rJ CJ.~ and =cc~!tves a. salary 

therefrom. We find that tbe st~~ffs est~te 0= ~,~~~is=rative 
and general expex:.ses is reasonable a::ld it will l:>~ ao(,?Zcd. 

In su=ma.ry~ we find :bat the =eLlo~~~ o?e~~t~.expenses 

are reasonable for the test ye~ 1961: 

It:em 
e\~ing 
Wate= Tree.tment 
T=~smission ~d nistr~b~tio~ 
Cus tomer AeCOu:lts 
Administrative and Ge:eral 

'rot&l Operati.ll8 Expe=~~s 

Tax~s Other Than ;'~eome 

The applicant esticated s~h taxes ~~uld total $2400 for 

the year 1967. The staff a.djusted th5.s f~,"::i:'a tv $:22·60 to rezlect 

a smaller dep:eciated plent but includ!ne Wz~l M~. 2 ~d related 

facilities. We find tha.t the S'Um of $2186 is a . easo:lable sum. to 

allow for taxes other than income taxes fer the lear 1961. 

Depreciation Expense 

The applicant: and the sta.ff used differex:t li,,"es and 

percentages to estimate depreciation expa~se for t~c year 1967. 

The applicant1s estimate was $9723. Tee staffts estic&te was 

$9400 including Well No. 2 and rela.ted facilities. We f~d that 

the staff! S es·timate of $9014 for depreciation e..~e 
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remaining after de~-Jcting for Well No. 2 and related facilities 

1s reaso:!lable. 

Income Ta.,,<cs 

. .. • • . . • 

estimated ill the amcl.:lt ot $5~40, ~e z:.t:ld :hat i=!.!or:c t~cs will be 

$1257 at present r~tes a~d $3l~S2 ae p=oposcc ~at~s. 

Rate Base 

As of December 3l, lS65 applicant:s ~~co=~ed utility 

plant was $317,743 with a reserve for cep:ec~~tio~ of $36,982. 

. :. • . 

related facilities :0 the Co~try Club ~C h~~ :cccivcc ~ exchange 

therefor certain pipelines ~~d facilities cons:~ted by Country 

- •• • • • 

No. 69304, supra). 

The staff treated the trans=e: of t~e ~~ll ~d related 

fae1lities fro~ applicant as tbo~ not made ~d consi~=cd the 
\. 

facilities received from Co~~ry Club ~ hc~~i:z b~~ a~~~~tz3d but 

treated the excess cost of the facilieies =e~~iv~d ~ ~ contribution In 

aid of construction. 'We have held tb.st t~(:. t::oULS~e: of Well No. 2 

and related facilities was proper. We ftccl ~at ~ staff's 

treatment of the excess cost of the replae~:a~t £a~lities acquired 

from the Country Club was proper. 

The staff-adjusted utility plant 2S cf J~~=y 1, 1966 

was $309,980 'With a reserve for depreciation 0:: $t:-6,988. These 

figures included the original cost of Well No. 2 ~d r21ated 

facilities of $15,215 8:ld related dep:eeiation reserves of $5t>69. 
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The staff -estimated the average utUity plant in service for the 

year 1967 to be $320,000. We find this is reasonable with the 

d.elet1en of $15,215 for Well No. 2 and related facilities. This 

leaves an average adjusted utility plant in 1967 of $SQ4,735, 

which we find reasonable. Allowing for the depreciaticn ~rve 

on Well No. 2 and related facilities we find that the average 

depreciation reserve for the year 1967 is $55,276. 

Materials and SWPlies 
and Work long cas 
The staff and the applicant agreee that allow~nces of 

$3800 for materials and supplies and $4100 for 'Wo~kito.g eash are _ 

reasonable. We so find. 

Advance for Construction sed 
Contributions in liel of COr.structt~oll 

The parties agreed that the average advSDCes for 

construction would amount to $75,400 iu 1967. the appl!e~t 

included $482 for average eontributions in aid of c..ocstruction. 

!his 'Was adjusted by the staff by the addition of $7,2UI- to 

reflect the excess eost arising from too excb.ange cf assets betw'2eD 

applicant and Country Club. We find that tb.!.s tree.tmc:1t is proper 

and we find that the staff's estimate of $7,400 for average 

contributions in aid of construction in 1967 is ::-easonable. 

We find that an average depree1.ated rate base for the 

year 1967 of $174,600 is reasonable. 
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Findings 

Using the figures as adjusted herein for the estiQated 

year 1967: 

1. We find t!lat a.ppli';.ant T s rz-"a:l~S will be $51,6.1. .. 0 .:It the 

present rates and $59,990 a: t~c p~o?o3ed ~a:cs. 

2. \ore find tllat ap!?lie~t t S ope::ati:g exp.:':r.l$c--:.S w.lll total 

$30,120. 

income will be $2,136. 

4. We find that appl!c:~t's depreci~:icn ~~~;::~e ·~ll be 

$9,014. 

5. We find that applica:lt ~ s i:::~~::.e tm::cs ~;'ll be $1,257 

at the p:tesent r;!tes ar.d $3,t:52 a:'; tbe p::or.:-oscC: ;:ctea. 

6. We find th~t the applic~t~s averas~ e~j~3tcd ~e!lity 

plant will be $30L~, 785. 

7. We £i~d tbat the a~~lic~tts 3Ve:~ge dcp:eci~tio~ reserve 

will be $55,276. 

8. We fi:ld that a1low~ees of $Z~O f.:;:t' ~.?t~=i~!.s aed 

supplies and $4100 :or wor~ cas~ are reasc~~lc. 

9. We find that applic~tTs av~ra3e aCv~CCS =o~ co~str~ction 

will be $75,400 and that its average cotltrib~t:'ons i:l aie of 

construction will be $7400. 

10. We find that applicant's average dopre~ia:od r2.~e base 

will be $174,609. 
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11. We find that the amounts tabulated below, including taxes 

and computed on the basis of the foregoing findings, fairly repr.e­

sent the prospective earnings of the applicant for the year 1967 

under present and proposed rates: 

Item 

Operating Revenues 

Less -
Operating Expenses 
Depreciation Ex~cnse 
Taxes other then Income 
Taxes on Income 

Total Deductions 

Net Revenue 

Avg. Depreciated Rate Base 

Rate of Return 

Present Proposed 
Rates ~tes 

$ 51,640 $ 59,990 

30,120 30,120 
9 ('1' 9~O14 :. .. '. WIt 
2 .. ·.:.85 2.106 
1 z257 :) ''''2 . "'., . 

42,577 44,7iz 

9,063 15,218 

174,600 174,600 

5.2% 8.7% 

12. We find that applicant is in need of and entitled to 

increased revenues. 

13. The applicant requested net revenues of $14,746 on its 

estimated rate base of $207,870. We have adjusted the dep=eciated 

rate base as estimated to $174,600. The staff has recommended 

a rate of return of 7.5 percent. We find such a rate of return to 

be fair and reasonable on the adjusted rate base of $174,600. 

14. We find the increased and simplified rates authorized 

herein will produce gross revenues totaling approximately $57,112, 

an increase of $5,472 over the revenues at the existing rates, and 

will yield net revenues of approximately $13,097. 

15. We find that the increases in rates authorized herein 

are justified and that the existing rates insofar as they differ 

from those authorized herein are for the future unjust and unreason­

able. 
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16. We further find that the applicant should be authorized 

to discontinue flat rate service and it will be so ordered. 

17. The staff has made various recoU!!lle:ldations. We find 

these recommendations are reaso~able a:d they will be ir\c~~~d 

in the order herein. 

We conclude that the applicati~n s~c~ld be granted to 

the extent specified in the order herein. 

II IS OlIDERE!> tb.at: 

l. After the ef:eetive date of this o=c~z) ~pplie~t) 

Thunderbird Watar Co!llpany, is authorized to file tb.e revised rate, 

schedule atte.ched to tMs order as A?pe:ldi~ A. Sl.lC~ =ili::.g shall 

eomply with General Order No. 96-A. The effective dr.~c of the 

revised schedule sh.:lll be June 1, 1967, or fou:' ezys ef!:er 

the date of filing, whichever is later. The revised scbacule 

shall apply o:ly to service rendered on a:\d .lftcr th~ ~!ffective 

date thereof. Concurrently "'1itb. s't.'!Ch i5.1i:tg) t!??licc:..t ~~2..11 

eancel its Schedule No.2, Flat Rate Service. 

2. Within forty-five days a:tez the e==3ctive ~ate of ebis 

order, applicant shall file a revised tariff service ~=ea ~p, 

appropriate gene:::al rules, and sample c,opies of printed :tOl:l:S that 

are llO:z:mally used in connection with customers' s~r.v:~ccs. Such 

filing shall comply with General Order No. 96-A. 'rile effective 

date of the revised tariff sheets shall be four clays after t:e 

date of filing. 
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3. Applicant shall prepare and keep current the system map 

required by paragraph I.10.a. of General <kder No. 103. Within 

ninety days after the effective date of this o:der, appli~~t shall 

file with the Commission two copies of this ~p. 

4. For ~e year 1967, a?plicact shall ep~ly the depreciation 

rates set forth in Table 3-A of Exbi~1t 2 in. l.:p,,!.!ccticAl No. 48702 • . ,. 

Until review indicates otb.crv:ise, at'j?!.ice::.~ s:b.all co:t:bt'te to use 

these rates. Applicant shall review its Geprecia~ion rates at 

intervals of five years and w~~evcr a majo: eh~e in cleprec~able 

plant occurs. Any revised ~~:e.ciatioD. :;;:.~~s s~all be a.cter.:ilined 

by: (1) subtrac:i:lg the estir..atcd future :c.e:: s.:\lvcze a:cl the 

depreciation reserve from the or1g~al cos: of ~~~t; (2) ~~v1ding 

the result by tee est~ted =~r1~4rg life of p1a~t; ~d (3) 

dividing the quotie:lt by the o:iginal cost of pl.:mt. '!~.o =asults 

of each revie'\ol shall be submitted p:omptly to t)le Co~.~s:io:l. 

5. Applica:lt shall improve its work o=ck= system s.:o.d 

department procedures to comply with .. ~.:.eo".l!:ti.~g !'Cc:::r:uct!.c,.;:.s 3-B 

of the Uniform System of .Aeeo'U:l~S for Cless ::;, ~~i.~t~= Utiliti~s. 

It shall keep available at all ti~s coc:pletc cl~tailee. supporting 

data and informa1:ion in its office a:d files. 

6. Within. six months from the effective eete be:!:'eo£, 

applicant shall :J~divid'.18.l1y mete: each house U\ ~e g::oup loown 

as the Fairway Cc;ttages and shall report to the Co=issio'O., i'O. 

writing, that tM,s has heen accomplished) within ten d;lYS thereafter. 
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7. Applicant shall prepare and maintain a meter record file 

as required by paragraph 8, Part VI of General Order No. 103. 

8. Within sixty d41YS after the effective date of thiz o=der, 

applicant shall record entries upon its book3 of account so as to 

credit Account No. 265, Contributions in Aid of Co:lCtruc~!O:lJ and 

concurrently reduce payables to the Count:y Cl~b by $7,214. 

Applicant shall file with the Commission a copy of t~·~ j ot:~~l entry 

or entries used. 

The effective date of this order s~ll be twer..ty days 

after the date hereof. 

Dated at ____ ~ __ ~_. _e_~_W;O __ J califc=..,.~aJ tM:: 

day of ______ r.;...;.;ip_T~_' .... 1_~ 
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APPENDIX A 

Sohed.\lle No. 1 

(T) 

APPLICABILITY 

Applicable to all mete~ed yater 3ervice. (1) 

TERRITORY 

Thunderbird Country Club, and vicin1ty, locaJ.:.ed 10 m:tles south or (T) 
Pa.lm Springs on Higlr.ra.y ill, Riverside County. (T) 

RATES -
Quantity Rate3: 

First ;00 eu.ft. or less ...•.•........•...... 
Next 4,500 eu.rt., per 100 cu.ft. • •••••••••••• 
Next 15,000 cu.rt., per 100 cu.£t. • •••••••••••• 
Over 20,000 cu.!t., per 100 cu.rt. • •••••••••••• 

Min1m\1Ill Charge: 

For 5/8 x 3/4-1r~h meter 
For J/4-!nch meter 

.................. ,. ..... 

............ ,.. ............ . 
For l-inch meter 
For l~inch meter ........ -•.............. 
For 2-inoh meter ........••........•..... 
For 3-inoh meter ••......••...........•.• 
For 4-inch meter .................•....•• 

The Minimum Charge will entitle the customer 
to the quantity or water which that :nini:num 
charge v:Ul purchase at the Qua.nti'Cy Rates. 

Per Meter 
Per Month 

$ 2.20 
.25 
.14 
.08 

$ 2.'-0 
3.00 
5 .. CO 
7.00 

10 .. 00 
20.00 
30.00 

(T) 

(I) 

! 
(I) 

(T) 

(I) 

(I) 

(T) 
f 

(T) 


