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Decision No. 
74093 

------
'SEFORE mE PUBLIC UTILITIES CO!1MISSION OF THE STATE OF cALIFORNIA 

Ap~lieation of PANO~ HEIGHTS, ~ 
'WATER. CO .. ~INC. for Authority to­
Increase its Rates and Charges' 
for. Water Service, and for Interim 
Emergency Rate Relief; and for. ~ 
Authority to Issue a Promissory 
Note. 

Application No..: ·49584 ' 
(Filed' August' ,l~ 1967)' 

OPINION AND ORDER 

By this application, Panorama Heights' Water Co,. ~ Inc. 

seeks authority to increase its rates for water service by 150, 

percent, across-the-board, and to issue a promissory note. Authority 

on an emergency interim basis was granted· to applicant by Decision 
'"I". 

No. 73204~ da-eed October 17 ~ 1967 ~ to put into effect increases:. in ";,-
...... , "j 

" 

rates approxfmatfng 30 percent. 

A Commiss.ion staff engineer and a Commission staff. 

accountant have investiga.ted the application, .and the :reSult'S:.,of 

such investigation were submitted on March 6-~ 1968. in a report which 

is made part of the record as Exhibit No.1. ,Said exb.ibi t outlines 

applicant's service .and present operations, and points out that the 

water system is manually operated resulting in' . low press,ures .and 

inadequate water 3UPP-17 from time to time at or nea,r the. elevations 
.. 

of the upp-er and lower storage tanks. The· tanks run dry' d~ to 
lack of attention to the pumps in the wells dUring the' .peri.ods. of 

maximum demand on the system.. Sand in. the· wa~r is reported .. 
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Exhibit No. 1 also contains aecounting and financial data,. 

and a :eview of applicant's ability to service the interest require­

Illents on the $15,.000, 6-perce:nt note which the applicant seeks 

authority to issue. 

~ca.use applicaD.!:' s utility plant is virtually complete 

and capable of serving 200 customers at ultimate development of its 

certificated area,. ~ W:Lt~r service is presently .~ing. .. furnished 

to only 52 metered .and 8: flat-rate customers,. the staff applied a 

40 percent saturation factor to mains and hyd:anes in recommending 

its 1967 estimated rate base of $21,.930. Ihe factor was ob·tained 

by d:Lviding an estimated near future n\ll'l1ber of 63 customers by a 

reasonably expected long range development of 150 customers •. The 

staff engineer treated non-active advances by· subdividers as 

contributions,. .since all s~v1sioI1. coneraets were verbal agree­

ments; some of which were discontinued .wbcm property eb..axlged hands. 

Advances for construction and the said contributions were deducted' 

by the seaff from. average utility plant in its determi%lad.on of the· 

1967 estimated rate base. 

Applicant estimated a loss of $3., 290 ~t the rates in 

effect prior to the interim decision,. which· s.aid rates had ·'been in 

effect since 1959 and were applicant's initially estal>lisbed·rates. 

A rate of re1:Urn of 4.7 percent on a· rate base of $39 7 474,. applicant· 

alleged in the application,. would have resulted in the year 1966 

adjusted,from gross operating revenues of $9',.040 at the proposed 

rates and from. net revenues of $1,.860,. which· inc:ludedinterest of 

$'900 as a:a. expense. By deleting interest. expense, net rev~es 

at the proposed rates would have been $2,760 .and the rate· of return 

would have been 7.0 percent. 
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The Commission staff, in Exhibit No.1, estimated a loss 

of $890 for the year 1967 a.t the origj,na1 r~tcs. It estimates a 

rate of return of 0.5 percent on its rate base of $'21,930 resulting. 

from. estimated operating revenues of, $4,710 at the'':1nterim, rates , 

and net revenues of $110. The rate of return would have been 

J.5..l percent for the year 1967 with estimated operating revenues 

of $9,040 and net revenues of $3,320 at the proposed rates. 

!he staff recormne:lded that the applicant be authorized to 

file r~tes whiCh would have produced gross opera~ revenues of 

$6,580 for the esdlDated year 1967. Such revenues would'have, 

produced a 7.0 percent rate of return on the staff-estimated rate 

base of $21,930 for the test period 1967 .. 

Several recommendations for the improvement of applicant's 

operatic:lS "Wc:re submitted by the staff on pages Sand 9 of 

Exb....-lbit l~o. 1. 

The staff recommended a'7.0 percent rate of, return for 

tbi.s utility. 

Ihe Co~ssion finds as follows: 

1.. App~eant is in need of additiona.l fin~cial relief, 

despite the 30 percent emergency interim incre.asc in ra.tes for water 

service granted by Decision No. 73204, dated' October 17, 1967. 

'!;::.~ rate ef r~tuc. for the estimated test: ye:u: 1967, at· the :tn~erim 

rates of O.S percent. on a rate base of $21~930 calculated by the· 

staff in Exbibi~ ~~o. l~ is de£1eie:r.t.. 

2. The est!J:l.:i.ted ra1:e of retu...-n of 15.1 pe:t'cent for the test 

year 1967 on the staff rate base of $217930, whie~ would have been 

proo\!ced by the rates proposed 1n the .e.ppli~tio:o., is exceSsivc~ 
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3. The rate of return of 7.0 percent for the test year'1967, , 
, " ' 

which would have been prod'Ilced by the schedules of rates recoramended 

by ::he staff in ~bit No.1> and which would have produced gross 

operating revenues of $6 ,580, together with the rate of return 

components submitted by the staff in Exhibit No.1> are reasonable, 

and they should be adopted. 
". '0. 

4. '!be financial and engineering :recommendations submitted 

by the staff in Exhibit: No.1, on pages 8 and 9 thereof, are 

reasonable and should be .acbpted. 

5. Public hearing is not neeessarf. 

6. !he increases in ra.tes and cha..""ges authorized herein are 

justified; the rates and cha.....-ges authorized herein are reasonable; 

and the present :ates and cha....-ges, insofar as they differ from those 

herein prescribed> .e.re for t:le future unjust and u:treasonable. 

7. Applicant's earnings, as projected for the ixmnediate 

future, based on the earnings for the test yea: 19&7 > calculated by 

the staff in Exhibit No. l;p will not sc:vice its ~roposed$lS,OOO, 

G-perceut promissory note. 

It is concluded that the application should be granted in 

part a:ld denied in part,. and that applicant should be' authorized to 

file the schedules of rates attached to, Exhibit No. 1 as Appendices 

A and B. Said rates would have resulted :in an increase ill gross 

revenues for the year 1967 estimated of $2900, or 79 percent:" over 

applicant's original rates which had been in ,effect since Ma.:ch> 19.s9~ 

and an increase of $1870, or 40 percent)' over the ellerge:lC)' interim 

:rates authorized by Decision No. 73204, dated October 17), 1967. 'The 

aforenoted overall acthorized.increase of $'2,.900 is $2>460 less 

than the overall iucraase of $5,.360 requested in theapp11ca.tion .. 
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The Commission recognizes that the authorized rates are 

higher than those of adjacent suppliers. For monthly consumption 

of 500 cubic £eet~ the monthly charge 'Will be $>.40; for l~OOO cubic' 

feet~ $9.90; for 1,500 cubic £eet~ $14.40; for 2,OOOcubicfeet~ 

$18.90; for 3,000 cubic feet, $27.90; for 5,OOOcubicfeet:~,,$44.l0; 

and for 10,000 cubic feet, $80.10. The basic <:ause of the appl.ican't's 

relatively high rates for water service is the small nu:mer of ' 

customers served related to' the cost of PlJlll?iXlg, storillg". and 

delivering water thereto.. Water service in sparsely populated 

upper and lower desert regions is necessarily costly .. 

The application to issue a note should' be denied without 

pr~judice. 

IT IS ORDERED that: 

1. After the effec'tive date of this order,:Panorama Heights, 

Water CO:' j I;::.c. (applicant) is authorized to file' the revised rate 

schedule attached to this order as Appendix,A. Such filing shall 

com.ply wiQ. General order No. 96-A. The effective date of the 

revised schec.ule $hall be four days after the date of filing. The 

revised schedule shall apply only to servi.ce rendered on .and after-, 

the ~ffeetive' date thereof. 

2. Within ten days after the effective date of this order, 

applicant shall file the limited flat rate service schedule attached 

to this order as Appendix B. Such filiDg. shall comply with General 

O:dar No. 96-A. 'Ihe effecti ..... e date- of the' new rate schedule shall 

be the date of filing and the schedule shall B'p~ly t,o service 

rendered on 8!ld af1:el:' the effective date thereof. ' 
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3. Within ninety days after the ef:€ective date of· this order" 
.. 

applicant shall obtain written main extension contr.acts· to. replace 

its current five active verbal. main extension contracts.. Said 

wrltten contracts shall be on the same main extens!oneontract form 

for il.ldividuals as now on file in applicant t s tariff book. 

4. Within ten days after these contracts bAve been completed, 

applicant shall submit to' the Com:nission a list of the contracts> 

with the names of each of the parties. thereto. If the refund 

provisions are d:Lfferent f~om the requirements of applieant f s·mai,n 

extension rule for individuals., applicant shall req,uest Comm:lS$iou 

authori ty for such devia.tions. 

5. Within one hundred eighty eays 4fter the effective date 

of thi.s order, applicant sb.all investigate the feasibility"of 

installing control devices on its pumps. and reservoirs t~ automat1e~­

ly actuate the p\1D1pS when the water in the reservoirs reaches' a 

precletemined low level" a:ad to tum 0'££ the put:ps whe!l. the water 

in the reservoirs reaches a predete~ned high level. Awritten 

report shall be submitted to the ColXlDlission within thirty da.ys after 

completion of the investigation. 

6.. Withiu one hundred eighty days after the effective date 
, 

of this order, applicant shall submit to the Commission a plan to 

provide adequate service to the customers in the vicinity of the 

storage tallks;, with a schedule for implementation of the plan. 

7. Applicant shall prepare and keep. current the sys,temmap 

required by par.lgraph I.10 .a. of General Order No. 103'e Within 

ninety days after the effective date of this order, appliemt ·shall 

file with the Commission two- copies of this map. 
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3. For the year 1963, applicant shall apply a depreciation 

rate of 3.0 percent to the original cost of depreciable plant. Until 

review indicates otherwise, applicant shall continue to use this. 

rate. Applicant shall review its depreciation rates at interv&l£ 

of five years and whenever .a major change in depreciable plant' 

occurs. My revised depreciation rates shall be dete:tmiDed' by . 

(1) subtracting the estimated future net ,salvage cd the dep~eeiation 

reserve from the original cost of plant; (2) di.viding t:ba result 

by the estimated remai'Di'ftg lite of the plant; . .and (3) dividing the 

quotient by the original cost of the plant. 'I'he results of· each 

re.view shall be submitted promptly to the Commission. 

9. By December 31, 1968, applicant shall' record· on 11:s books 

of account the staff adjusted balances for utility plant accoUllts~ 

advances for const:tUCtion, contributions in· aid· of constructioD, and 

depreciation reserve at December 31, 1966, as set forth in the fti-s:e· 

colucn of the tabulation entitled "Utility Plant and.Rate Base" 

on Page. 5 of Exhibit No.1.· 

10. Applicant's request to :lssue a prom:Lssoxy note in· the' amo'Ullt 

of $-15,000 bearing interest at 6 percent per annum is den:l.edwithout 

prejudice. 

The effective date of this order' shall be twenty . days after 

the date hereof. 

Dated at _--:;;.;;;;;.-....,;,;.,;;;;;.;;;;;;;;;;;;. __ ~.Ca.liforn1a·, this Lp(~' . 
day of ___ ~_~MI.I:IA .... Y __ _ 
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APPENDIX A 

Schedule No. 1 

A'PPtIcABnIT'f 

Applicable to all· metered water service. 

'l'ERRITORY 

Pnnorllm.'l. H~t~ .and v1eini ty, loca.t«i appr¢Ximately' 10 mile3 
we!lt or Twentynine Palms ~ San Bernardino County. 

RA'l'ES - Per: !1'eter­
Per Month 

Quantity Rates: 

First. 500 CQ. .. tt. •. or less ••••••••••••• 
Next 3,500 cu .. !t.~ per 100 cu .. i't. . ..... 
Next. 16,.000 cu.1't.~ ~ 100 cu.ft. 
Over 20".000 cu .. ft. .. , per 100 cu.tt.. 

lid romwn Charge: 

For 5/S x 3/4-inch J:let.er 
For 3/4-1ne.h meter 

................. 

.. -.................. .. 
For l-ineh meter 
For l~inch meter 

........ ~ ..... -.-

...................... " .. 
For 2-inch. meter oil .- ............. " .... . 

For 3-ineh meter .~ ..•......•.• ~. 
For 4-ineh meter ...... ~ .......... . 

$ 5.40' 
.. 90·· 
.72' 
.54 

$ 5.40 
8.00, 

12 .. 00 
25.00 ' 
40.00 
6$~¢O ., 

lZ4.00 

'!he ¥J.ni:n= Charge 'W1ll entitle the customer 
to the ~tit:r of water which that min:1::m:a:l 
charge will purchase at the Quomtity Ra:te3~ 

(I) 

! 
(X) 

(I) 

(I) 
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APPENDIX B 

Schedule No. 2t 

APPLICABILITY 

Applicable to- all residential W3.ter serviee 1'urnished· on a 'limited.' 
nat ra.teba.:sis. -

Panorama Heights and vieinity,'l¢cated a.pproximately 10 . miles west. or _. 
Twentynine PalI:Is,. San Bernardino County. 

RATES Per Ser,v:i.ce·Conneetion 
Per Month'-

For a single !~ ro~idence or 
~iQ.ential1Jlli.t~ including premises $6.00 . 

For each additional single family 
residence. or residentialucitl 

includixlg -premises> served from the 
same serviee eozmoet.ion •••••............. $6.00 

SPECIAL CO~'DITIONS 
. . 

1. Service -under this sehedule shall 'be. limited t(>·-the premi~:s. being 
served. as ot the etteetiV'o date otthis t.a.rif't sheet. 

2. Meters Will. be installed at the option of the utility ortheeus­
tomer for the above elassif'ieations.In the eV'O::lt eo meter i~ installed.>- . 
service thereafter -will ~ rendered only on the basis-_:orSChedUJ.eNo.~ 1,.: 
Metered. Service. . . 


