oo ORIGHAL

BEFORE THE PUBLIC UTILITIES COMMISSION.OF‘THE'SEATEHOF CALIFORNIA

In the Matter of the Application )
of CRESTMORE VILIAGE WATER COMPANY,

a Califormia corporation Under
Section 454 of the Public Utilities
Code to Imcrease Its Rates For Its g
Palmdale Water System inm Los Angeles
County, California and For Its
Bloomington Water System in San
Bernardine County, California.

Application No. 51234
(Filed July 3 1969)

Haight, Lyon and Smith, by George C. Lyon,
or appliecant.

Chester 0. Newman and Alburt F. Bragglns,
for the Commission stafkt.

OPINION

Crestmore Village Water Company (applicant) is a
California corporation furnishing domestic water to approximately
269 consumers in San Bermardino County in ﬁnincorporatedlterritory
in the vicinity of the City of Bloomington.l/ It seeks authority
(1) to increase its rates for water service and (2) to5ihcreasé7
the customer deposits. |

A public hearing on the application was held in Los
Angeles, California, before Examiner Rogers on January 12, 1970;
evidence was presented and the matter was subm;tted subject to

the £iling of certain exhibits, The exhibits have beﬁn fmlcd and the

1/ It also seeks authority to inmcrease the rates and deposit. inm its
Paimdale systems. Due %o iasufficient notice, the uﬁrlﬁcatlon
has been reopened for further hearing in Palmdale..
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mattexr is ready for decisiom. Prior to the hearing, noticé thereof
was mailed to each consumer. There were mo protests. |

All services are metered. The system 1s stppliéd’with
water from applicamt’s wells.

Customer Deposits

The applicant requires that each customer make a turn-cnm
deposit of $5.00 to protect it against uncollectible bills. It
requests that this deposit be imcreased to $7.50. The reasous
advacced were that the proposed rates will result in average bills
In excess of the existing amount of the deposits and that there is a
larze turmover of custemers resulting in frequent recourse to the
deposits for payment of bills. The staff recommended that this 
request be granted.

The present and proposed rates are as follows:

Per Meter Per Month

' Present “Proposed
Quantity Rates: Rates Rates

First 800 cubic feet $2.00 $3.00
Next 200 cubic feet .20 -
Next 1,000 cubic feex .20 .25
Next 1,000 cubic feet .15 .20
Next 500 cubic feet 12 20
All over 3,500 cubic feet .12 15

Minimum Charges:

For 5/8 x 3/4~inch meter - $2.00 - $7°3.00-
3/4=inch meter 2.5Q S
l~irch meter 4,00 - 6,00
1-1/2-inch meter 6.00 15.00
2-inch meter 3.00 24.00.

The Minjmum Charze will emtitle the cuvstomer to
the quantity of water which thet minirum charpe
will purchase at the Quantity Rates.

% Applicant's present tariff schedule provides for a
3/&-inch meter minimum charge but applicant inadvert~
ently neglected to Indicate a corresponding proposed
minimum charge. Rates cuthorized herein will contain
an appropriate charge therefor.

-2-
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Rate schedules for metered service and flat rate service
axe on file with the Commission although the flat rate schedule is
not belng used and could be eliminated. Applicant 1s not askzng to
increase the flat rate. as proposed by applicant, the charge for :
the average monthly use of 1,550 cubie feet of water would imeresse
from $3.50 to $4.38, am increase of 25.1 pexcent. The monthly ‘
ninimum charge for a 5/8 x 3/4~-inch meter is proposed to be increased
50 percent, from $2 to $3, and the minimum Quantity increased from
800 cubic feet to 1,000 cubic feet. The quantity zllowed in each
block is also proposed to be changed. A comparison of charges for
water sexvice through a 5/8 x 3/4-inch meter st applxcant S present
and proposed meter rates in Bloomington and those of neighboring

water wrilities is presented in the following tabulgtion'

Comparison of Monthly Cherges
5/8 x 3/4-~inch Meter

Applicant :Inter-

: Moathly {Bloomingtonz :County
:COnsumption Present: Propose cWater
:_Cu. Ft.. : Pates : Rates : Co.

San Uzbriel
Valley
wWer. Co.
Fontana
Division

Southerc
California
Wtr. Co.
Bloomington:
Taxiff Area-

700 $2.00 $3.00 $1.75 $3.45 $2.75
800 2.00  3.00 1.75 3.45 2.98
1,000 2.40  3.00 1.75 2.89 3.44
1.550 1 3.50 4.38 2.33 5.10 4,71
2,000 4.40  5.50 3.00 6.09 5.74
2.500 5.1 6.50 3.50 7.15 6.89
3,000 5.90  7.50 4.00 8.2% 7.84

Awerage xonthly consumption by applicant's customers in the
Bloomington systen.

*F #9020 o1 0}
fF P w0 9 gy

In calculating revenues for 1969, an ave*age 0£ 272 mc:ered

cuvtomers was used. The applicant stated that the aﬁtunl averhéev

was 259 active sexrvices.
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Tke results of operation in the Bloomington system for the
yvear 1968 as recorded, and for the year 1969 at pfésent and probosed
4 .

rates as estimated by the applicant and the staff are as £ollows:

: : 1969 Estimated
1968 : Present Rates @ Proposcd Rates
Item -RccordedﬂApplicant - Stafr :Appiicant: Stail

Operating Revenues $11,265  $11,611 $11,610 $15,386 ‘$1s,39o

Operating Revenue

Deductiouns :
Souxce of Supply & A - & -
Puzchased Water - 100 100 100 100
Purchased Power 1,438 1,440 1,320 1,440 1,320
Materials 1, 7076 >500 250 ”500 250“‘
Contract Work ’193 1,050 1,050 1,050 1,050
Employee Labor 1,687 1,200 1, 7200 1, 1200 1, >200
Office Expense 398 405 "410 "405 "410
Insurance 115 86 90 86 90
Accounting, Legal 520 1,667 1,600 1,667 1,600
Uncollectibies 43 58 60 77 60
Vehicle 143 - - -

ey Opes- 5,617 6,510 6,080 6,529 6,080

Depreciation Exp. 1,597 1,535 1,450 1,535 1,450
Taxes, Ad Valorem 862 "960 ’840 960 ’840
Taxes, Payroll 106 70 70 70 70
Taxes, Income _69 236 560 1,388 % 1,690

TREaLPede g 251 9,361 9,000 10,482 10,130

Net Operating Inc. 3,014 2,250 2,610 4,905 260.

Rate Bases - 39, 053 35, 7435 39, ’063 95~435‘
Rates of Return - 7. 4 12.5% 14. 287

]-Applican: nade no allowance for Investment tax credit ox the
5 percent surcharge.

There ie Lirtle difference in the estimate of revemues 2ud
the staff's rounded figures will be adopted. We £ind that these
revenves will be $11,610 at present wates and §15,390 at :he-

proposed rates.




The major differences in the estimates of operating
expenses are in purchased power, materials and accounting and legel
expense. The total difference amounts to $437, the applicznt's
estimates in each instence being the greater.

A staff engineer cstimeted a 40 percent loss of watex
due to old and obsolete mains and valves. He allowed 10 percent
for water losses. The applicent's witness stated that within the
next teun years approximately $121,383 of new equipment, inciuding a
new well, a new pump and approximately 24,000 feet of various sized
mains will of necessity be imstalled, but requested that the‘actual
cost of pumping all water be allowed at present, fnasmuch as the
applicant must continue to use existing equipment umtil it can be
replaced. We find the applicant's estimate of the cost of purchhoed
power for 1969 to be reasomable. It will be adopted.

The staff witmess based his estimate of the materials and
supplies on the oxdinary amount, in his experience, required fox 2
system of this size. Applicant recorded figure for 1968 was
$1,076 during which year a large amount of meter repair material was
purchased. It estimated $500 as a reasonable sum to allow for 1969.
In view of the decxepit condition of tbe system, applicant's
estimate will be used. We £ind that $500 it a reasonable sum to
allow for tke cost of materizls in 1969.

The staff witmhess spread the cost of this procceding over
a pericd of five years which is the Commission's usual practice.
Tke zpplicant spread such costs cver a period of four years. We:

find that the ctaff's estimate of $1,600 for 1969 for accounting

and legal work Is reasomable emd it will be adopted for the purpose

of this proceeding.
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We f£ind that the total‘operating.éxpenses for 1969‘w111
be as follows:

Purchased Water $ 100
Purchased Powex 1,440
Materials 500
Contract Work 1,050
Employee Labox 1,200
Office Expense 410
Insurance 920
Accounting, Legal 1,600
Uncollectibles 60

Total $6,450

Rate Base

The applicant's estimated 1969 average rate base‘was

$39,063. The average rate base estimated by the staff was $35,435;;
Both started with the end of the year 1968 utility plant of $63,158.
The staff finmancial witmess deducted $190 for fully deprecizted .
Tools and an additional $160 for lost tools. The applicant had no
objection to this treatment. In addition to the financial adjus:;
ment, the staff engineer deducted $960 fxom the plant to compensate
for an excessive original cost valuation of pumping equipment,rcnd
deducted an additicmnal $330 for sexrvices he claimed were mot in‘usé.
From the evidence at the hearing it appears that these services are
in place and eitber have been used by formex customers-ﬁho have
movel oxr are ready for use. They should be included in the utility
plant. We find that the staff adjustments, except those relétiVe-to
sexvices, are reasonable ard they will be adopted for this decision.
We find that the.utility plant for the beginning of the year 1969‘.
was $61,848, and that the zverage net additioms in 1969Vto£a11ed:
$70.00, meking a total wmdepreciated average utility plant for

1969 of $61,913. -
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The staff's estimates of depreciation reserve amd accrual
are reasonable and will be adopted with the exception of the
acerual for sexvices as to which adjustment willﬂbemadgto reflect
the applicant's recorded figure for the beglnning of the year 1969.
As adjusted, the gross undepreciated sexrvices will be listed at
$4,442 (see utility plant, supra). The depreciation reserve
relative thereto will be increased to $1,051, and thé‘annuallaccrual
for 1969 will amount to $131. As adjusted, the average depreciation
resexve for 1969 will be $27,004. We find that the average net
utility plant for 1969 was $34,914. We further find that $650 is a
reasonable sum to allow for working cash and $100 is a reasomable
sum to allow for materials and supplies. The applicant and the
staff each deducted approximately $170 for comtributions. We find
such sum is reasomnable.

We find that the adjusted avexrage rate base for 1969 is
$35,500. |

Depreciation Expense

We find that the depreciation expense for the yea: 1969
is $1,460. |

Taxes

Non-income :
The applicant's estimates of property taxes and mon-income

taxes are based on actual experience and appear reasonable. We

£ind that for the year 1969 applicent's non-income taxes will bde
$1,030.

Income .
We find thot at present rates the income taxes will

amount ro $4600 and at the proposed rates the imcome taxes will

~ ameunt to $1,470.
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Surmaries of Earmings

Based on the foregoing, we f£ind that for 1969 at present

and proposed rates, the results of operatiops will be as stated
below: |

Ttem Present Rates Proposed Rates

Operating Revenues $11,610 . $15,390

OUperating Expeuses 6,450 65456-;
Depreciation Expense - 1,460 \ 1,460
Non~income Taxes 1,030 -1,030

Income Taxes. : 400 —1.470 "~
Total Deductions $ 9,340 o $10,410

Net Operating Income 2,270 4,980

Rate Base 35,500 35,500

Rate of Return 6.4% 14.90%
1 Tpcludes 5% Federal Surcharge

Rate of Return and Financial Requirements

Applicant's Exhibit No. 1 indicates that a rate of returm
of 12.5 perceant on its rate base 13 reasonable andrneceésary.tn |
order to emable it to make many capital improvements. It states that
long texrm fimamcing from the usual sources for a company its size is
pot available. It states its only source of funds are earnings, and
short term loans om which it pays 9 percent interest. It_beiieves
it could obtain other fimancing from the bank if it could show detter
ability to pay. |

The staff recoumends a rate of return.of 8<1/2 percent.
This rate applied to the adjusted rate base of~$35;500‘would;result

in net operating revenues of approximately $3,020.




The present rates were authorized in 1949. There;has
been no imerease in rates since said time.

Since 1967 there have been five billing and one service
outage informal complaints filed with the Commission. All com=’
plaints have been closed. Company recoxrds show there were eight
sexrvice outages betuween August 1968 and June 1969 due to lesk
repairs, cleaning the pressure tank, tying in new lines, pump motor
burn~out, and construction damage. Service outages were the onme
common complaint expressed by the customers interviewed'by-the staff
There are not enourh velves in the distribution system to isolate
surll portioms for repairs without creating a system-wide outage.

Applicant requires funds with which to repair its system.
1f applicant is authorized a return of 9 percent it should be able
to attract capital with which to do the necessary work. '

The 9 pexcent rate of return also would provide applicant
with $1,460 from depreciation accrual and $3,200‘of net revenues for

a total cash flow of $4,660 before interest which could be used to

make the needed improvements or to sexvice the capital required for

such improvements.

Findings and Conclﬁsions

The Commission f£inds that:

1. The applicant is in need of additiomal revenues but the

rates it requests are excessive. 4

4

2, The. adopted estimates, previously discussed herein, of
operating revenues, operating expenses and rate-base for the year
1969 reasonably indicate the probable results of-operatmon.

3. Applicant should repair the deflClenCles in the sys:em and

commence the improvement work listed in its report (Exhibit No. 1)..




A.51234 NB *

4. A rate of return of 9 percent is rxeasonable to enable
applicant to finance the improvements to its system.

S. An imerease fa customer credit establishment deposits to
$7.50 is reasonable and should be authorized. |

6. The increases in rates and charges herein authorized are |
reasonable and the present rates and charges imsofar as they dz;fer
from those prescribed herein, are for the future un;ust and unrea=
sonable.

7. Applicant should cancel its £lat rate schedule.

8. Applicant's operations under the rates authorized
herein should make funds available from depreciation accruals and
net revenues, to be used for system improvements in the amount of
$4,480 based on the adjusted 1969 results of operatién herein |
referred to. This annual sum should be used for system’impfovementé
or to service the additional capital required to make improvements.

The Commission concludes that applicant's request for a

rate increase should be granted in part and that applxcant should

be required to take the actions set forth in‘the‘o:der‘which-follows.

ORDER

<T IS ORDERED that: N

l. After the effective date of this order, applicant Crest-
more Village Water Company, is authorized to file the revised rate
schedule attached to this order as Appendix 4 for service to its
Bloomington tariff area. Such filing shall comply with General
Oxder No. 96-A. The effective date of the revised schedule shall
be four days after the date of filing. The revised scheduie shall
apply only to service rendered on and after the effective‘déte

thereof. This authority is subject to revocation and reversion to

-10-
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rates effective at the time the application was filed unless, within

ninety days after the effective date hexeof applicant shall file a

schedule of improvements to be made outlining the schedule and rela-
tive oxder of priority of work to be dome to implement the improve-
ments listed on page 26 of Exhiblit No. 1 herein. Said schedule
shall be adhered to after filing. On ox before January 31 of each
year, commencing with January 1971, applicant shall file a written.
progress report with this Commission outlining the work done in the .
prior calendar year on the improvements listed om page-26 of

Exhibit No. 1. Failure to file such report or to'proéeed with the.
scheduled work may result in an order reducing the rates to thbse

in effect when the application herein was filed. Said reduction

may be ordered without further hearing.

2. Applicant shall cancel its flat rate tariff.schedule
No. BL-2 and is authorized to increase its customer credit deposit
to $7.50 as a part of its Rule No. 7.

3. Applicant sbhall also:

a. Beginning with the yeax 1970, base the accruals
to the depreciztion reserve upon spreading the
original cost of the plant, less estimated fu-
ture net salvage and depreciation reserve, over
the remaining life of the entire plant, and
should use the composite depreciation rate of
2.4 percent. Applicant shall review the depre~
ciation rates when major changes in plant com-
position occur, but at intervals of not more
than five years. Results of these reviews shall
be submitted to the Commission.

File up=-to=date tariff rules, tariff service
area map c¢learly showing service area boundaries,
and copies of printed forms used in dealing with

customers. Such filing shall comply with Genexral
Order No. 96-A.

Determine the extent and cause ¢f low watexr.
service pressures in the northerm area of the
system, advise the Commission by letter of the
£indings, and, within ninety days, complete the
necessary action to inerease the pressure so as
to mect the minimum requirement of Gemeral

-11-
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Order No. 103. Applicant shall, within ten days l
thexeafter, advise the Commission in writing when
such action was fimalized.

The effective date of this order shall be twenty days

after the date hereof.

Dated at Saz '

of APRIL  , 1970.

» Californias, this __ff% day




Schedwle No. BL-1l

Bloamington Tariff Area

METERED SCRVICE

APPLICABILITY

Applicable 40 all metered wator service.

TERRITORY

*ou@b.out the entire sexrvice aroa, whickh includes approma.tely
619 lots in Bloeks 1, 2, 9, 10, 11, 12, 19, 20, 21, 22, 35, 36, 37, 38
50, 51, 52, 53, S8, 59, 60 61 63, 6h 65 and 66 of the City of
Crestnore, and Tract No. 3).;09, and vieinity, San Bernardino Ccunty,
adjoining thereto.

RATES | | " Por Meter

- Per Month
Quantity Rates: -

Tirst B00 cRufte OF 1655 ceececocvervennares $ 2425
Next 1,200 cu.fts, per 100 cUefte vocvooenaes 0.22
Nm 1,000 Cu.fto’ por 100 cuorto sosvederass 093-6’ .
Over 3,000 cu.ft., per 100 cuefte secoroccean Q.13

Mindirnem Chaxge:

For 5/8 x 3/L~inch MOLER weeercoreccrcccaanses & 2425
FOZ‘ BAL“inCh neter Ssernssasnrsesnsaante 3.00
FO:‘ l“'inCh mc’t'er sasandevrrsepnsssvesst e S.OO ‘
FO!‘ 1%"“& mc‘tcr Ry N LI T Y - 8-00
Tor 2-inch meter sevacreans 10.00

The Mindmum Charge will catdtle the customor
to the quantity of water which that mindrmum
charge will purchase at the Quantity Rates.




