ORIGINAL

Decision No. 77215

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Applicatiom

of CRESTMORZ VILLAGE WATER COMPANY,

a Califormia corporation Under

Section 454 of the Public Utilities Application No. 51234
Code to Increase Its Rates For Its (Filed July 3, 1969)
Palmdale Water System in Los Angeles
County, Czlifornmia and For Its
Bloomington Water System in San
Bernardino County, Califormia.

Halght, Lyon and Smith by Geoxrge C. Lyom,
foxr applicant.
Ted J. Bversfield; Ivy P. Goodlow;
Jack H. Griffith; Mrs. Daxvell Haas;
Orvilie D. henson; Mary J. Henson;
Thelma Mauldin; Albert Pace; Mary Peexy;
W. A. Peery; Connle Sairh; and
Mrs. Jonn C. Stanton, protestants.
Chester O, Newmzn and Alburt F. Ersggins,
Tor the Commission Stufk.

i
v

The applicant is a public u=ility water corporaciéﬁ
furnishing domestic water to customers in San Ternardine County in
a sexvice arca near Bloomington, and to customers in Los Angeles
County in two small noncomnected systems (herecirafter Palmdale
Taxilf Area or Palmdale) in the vieinity of Palmdale. It sceks
authority to inevease its rates ond customer deposits in all

systems.,

A public hearing ou the complete applicatlion was heid In
Los Angeles dSefore Examiner Rogers on Jenuary 12, 1970 and the

matter was submitted. Aftexr submission the Commissfon was advised
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that adequate notice of hearing had not been ziven to the Palmdale

taxiff area customers. The Commission set the submission of the
Palndale taxiff area aside (Decisionm No. 76479 dated Fedbruary
3, 1970).

After written notice to 2ll Palmdale tariff area customers
the further hearing relative thereto was held in Palmdale before
xamioer Rogers on February 17, 1976. At this hearing the above
listed protestants appeared and additional evidence was presented.
The applicant was requested to file two additiomal exhibits.
(Exhibits Nos. 7 and 8). These exhibits have been £iled and =he
Palmdale portion of the application is ready for decisiom.

All sexvices in Pelmdale are metered. There are some £ire
nydrants but 1o revenue 1s received therefrom.

Palmdale is divided into two separate service ureas. Tke
larger one {East Palmdale) has approximately 96 service comrcections,
and the water is secured from one well, the capacity of which has
not been tested. This well discharges into a 42,000 gallon steel
storage tank. There Is a second well available but this well is
Dot now equipped with a pump. The smaller area (Palmdale Poultry
Ranchos) serves 9 customers. Water for the Poultry Ranchos is
purchased from the Palmdale Irrigatiom District, (the Poultry
Renchos are outside the boundaries of the district).
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Customer Deposits

The applicant requires that each customer depasit $5.00:
at the commencement of service to protect against uncollectible
bills. It requests that this deposit be imereased to $10.060. The
reasons advanced were that the proposed rates will result in_
avezage bills in excess of the existing amount of the deposits and
that there is a large turnover of customers resulting in frequent
recourse to the deposits for payment of bills. The staff recommended
that the request be granted. We find that the deposit increase
should be authorized.

Rates

The present and proposed rates are as follows:

Per Meter Per Month

Present Proposed
Quantity Rates: Rates Rates

First 800 cubic feet or less $ 400 $ 6.00
Next 3,000 cubie feet per Cef .40 .65
Next 1,000 cubic feet per Cef .40 .60
Next 1,200 cubic feet per Cef .30 .60
All over 6,000 cubic feet per Ccf .30 .50

Minimum Charges:

Fox 5/8 x 3/4~inch meter . .. ‘ $ 6.00

I-inch meter . . 12.00
. . 30.0C
. . 48.00

1k-inch meter . . . .
2=inch meter R .

The Minimum Charge will entitle the customer to
the quantity of water which thzt minimum charge
will purchase under the Quantity Rates.




Rate schedules for metered service and public fire hydrant
service are on file with the Commission. No rovenue is collected for
fire hydrant service. As proposed by applicant the charge for the
average monthly use of 1,550 cubic feet would increase from $7 to
$10.88, or an increase of 55.4 percent. The mounthly minimum charge
for a 5/8 x 3/4~inch meter is proposed to be increased 50 percent
from $4 to $6 and the blocking changed from two to three blocks.

No change is proposed inm the monthly minimum water quantity. A
comparison of charges fox water service through a 5/8 x 3/4-inch
metex at applicaunt's present and proposed meter rates inm Palmdale
and those of neigbboring water utilities Is presented in the

following tabulation:

Comparison of Monthly Charges
5/8 x 3/4~inch NMeter

ALpplicant Lnteiope Velley:

(Palmdale) Water Company : Pzlmdale
Present : Proposced Lancaster  :lrrigetiom
Rates : Rates - Tariff Arca : District

Monthly
:Consumption
:__ Cu, Fr.

" ar 83 R
" ' &9 0

500 $4.00 $6.00 S &4k

800 4.00 6.00 5.70
1,000, 4.80 7.30 A
1,550 7.00 10.88 8.81
2,000 8.80 13.80 10.34
2,500 10.80 17.05 12.04
3,000 12.8C 20.30 13.74

1/ Average monthly consumption by aﬁplicant's customexrs in the
Pzlmdale system.
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The results of operations in Palmdale for the year 1968
recorded and the year 1969 at presenmt and proposed rates as

estimated by the applicant and the staff are as follows:

: : : 1969 Estimateq
: : 1968 Present Rates ¢ Proposed Rates
: Item :Recorded :Applicant : Staff :Applicant: Staff

Operating Revenues $ ¢,218 $ 9,246  § 9,250 $14,421  $14,420

Operating Xevenue
Deductions

Source of Supply 260 260 250 260 250
Purchased Weter 1,266  1,582%/ 900L/ 1,582L/  9ool/
Purchased Power 2,573 1,670 1,050 1,670 1,050
Employee Labor 772 78¢C 78C 780 780
Matexrials - 155 120 120 129 120
Contract Work 2,364 &0y 600 &00 600
Cffice 274 280 280 280 280
Insurance 67 70 70 70 70
Accounting, Legal 250 833 800 823 800
Health Licenses 206 206 260 206 260
Uncollectibles 178 180 1C0 288 100
Vehicle Expense 2,206 2,210 1,920 2,210 1,930
Total Oper. - S

Evpenses 10,571 8,591 7,140 8,699 7,140

Depreciation Exp. 2,805 2,932 2,190 2,932 2,190
Taxes, Ad Valorem 1,393 1,279 850 1,279 850
Taxes, Payroll 46 45 50 45 50
Taxes, Income 35 33 (500) 724 980

Total Deduct., 14,850 1.2,880.-- - - 9,730 13,679 - 11,210

Net Operating Imc. (5,632) (3,624) (420) 742 3,210

Rate Bases 38,611 21,230° 35,61l 21,230
Rates of Return - - - 1;7% 15.1%

(Negative)

1/ Includes 25
rates Loxr L

recent increase in Palwedale Irrigacicn District’s

-

285
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Revenues

The applicant and the staff agreed on the estimated 1969
fevenues at present and proposed rates except that the staff rounded
off the figures. We find that the reveaues for 1969 will be $9,250
at the present rates and $14,420 at the proposed rates.

Jperating Expenses

The major difference in the applicant's and the staff's
estimates of operating expemses for 1969 are in purchased water
(Palmdale Poultry Ranchos), purchased power, contract work,
accounting and legal expense, uncollectibles and vehicle expense.

2urchased Water (Palmdale Poultry Ranchos)

The Poultry Ranchos area is receiving water furanished by
the Palmdale Irxigation District. The staff engimeer stated that
there was a loss of 25 percent of the purchased water and reduced
the cost of such water from the applicant's estimate of $1,582 to
$900. The staff estimate includes 10 perceant to aliow
for lost water. The applicant's recorded cost of such water in
1968 was $1,265. The Irrigation District increased the charge for
water to applicant by 25 percent in 1969 and applicant estimated the
cost for 1969 by taking the 1968 recorded figure and adding the
increased cost. The Poultry Ranchos system appears to.be sexved by
the applicant as an accomodation pending service by a newly formed
but presently non-operative water district. It does not appear
reasonable to penalize the applicant for furnishing water to the

area. We find that $1,582 is a rcasonable sum to allow for wster

furnished to the Poultry Ranchos.
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Purchased Power

The cost of purchased power refers to power to pump water
to the East Palmdale System, exclusive of the Poultry Ranchos. The
actual cost for 1968 was $2,573. In that year the applicant's well
pump was powered with a 75-horsepower motor and the cost included a
20 longer used booster pump at the Palmdale Poulixy Ranchos. The
East Palmdale pump has been replaced with a 20~horsepower pump and
the applicant's estimate of $1,670 for 1969 reflects adjustment for
the items referred to above. The staff estimates that the purchased
power cost should be only $1,050 which includes an allowance of 10
percent for wumaccoumted for water. The record shows that the system
1s in poor shape and there is a loss of approximately 50 percent of
the pumped water due to the fact that the booster pump 13 not
properly regulated zund runs continuously.

We find that §$1,260 1s a2 reasonable sum to allow for

puxchased power.

Contract Worlk

in 1968 the applicant was forced to pay $2,060 for repairs
to the 75-Lorsepower motor which burned out twice. Thic has been
replaced with a 20-horsepower motor. Im addition, a new switch panel
was installed. The applicant estimated that $400 is a reasomable sum

to allow for this work iz 1969. The staff allowed $600 for this

item. We find that the applicant's estimate s rezsorable and It will
PP

be used for the purposes of this decisicn.
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Accounting and Legal Expense

The applicant spread the cost of this procecding over &
period of four years. The staff spread it over a period of five
years which is the Commission's usual practice. We find that the
staff's estimate is reasomsble and it will be used for the purposes
of this proceeding. |

Uncollectibles

The applicant allowed $288 which is obviously umrecasomable,
particularly im comsideration ¢f the fact that we are allowing a

$20.00 deposit to be collected before the start of service.

We £ind that the staff's estimste of $100 is reasomable and

it will be included.
Vehicle Expense

The applicant's estimate included milesge for servicimng the
pump which has been replaced. We find that the staff's estimate is

reasonable and 12 will be used herein.

Total Operating Expeunses

We find that the total operating expenmses for 1969_wi11 be

as follows:

Item | Amount

Source of Supply : 250.00
Purchased Water 1,582.00
Purchased Power 1,360.00
Emplovee Labor 780.00
Materials 120,00
Coutract 400.C0
Office | 280.00
Insurance 7¢.00
Accounting, Legal 800.00
Health Liceuses 250.00
Uneollectibles 100.C0
Vehicle Expeunse .930.00.

.
Total Operating Expenses § 7,522.00

We further find that such sums are reasonable amounts to

allow for sald expenses.
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Rate Base

Applicant’s estimated average rate base for 1969 was
$38,611. The average rate base estimated by the staff was $21,230.
Both started with the end of the year 1968 utility plant of $94,634.
The staff financial witness transferred to non-utility water
properties $3,200 for a capped well and $2,120 for an unused
pressﬁre tank and air compressor. The cvidence shows that suckh
treatment is correct and we so find. The staff finmancial witness
also traasferred on the records to Palmdale from Bloomington $190
of tools which were physically transferred to Palﬁdale. The
Financial Examiner's adjustmert resulted in a gross utility plant
as of January 1, 1969 of $89,554. We f£ind that the Financial
Examiner's adjustment of gross utility plant as of January 1, 1969
was correct.

In estimating the utility plant the staoff engineer
deducted unused pumping equipment, reservoirs and tamks with an
additional gross oxiginel cost of $11,965, and added back $3,345 for
2 well pump moved f£from the Pouwltry Ramchos to East Palmdale. We
find that this treatment is correct. The staff also deducted $1,386 -
for services and $274 for meters which were, ar the time of the
hearing, unused. We f£ind that.the applicant's recorded figures of
$5,310 and $3,482, respectively, should be used for these items.

We find that the end of the year 1968 gross utility plant was

$80,934 and that the staff's estimate of $133 for 1969 piant

additions ic reasonable and should be used. The end of the veear

1969 utility plant we f£ind to be $81,067. The 1969 average utility
plant we £ind to be $81,000.




A=51234 - LR

We find that the depreciation reserve as of December
21, 1968 was $32,545 and that the depreciation acerual for 1969 was
$2,400, 1leaving a met utility plant at the end of the year 15969 gf
$66,122. Tke average reserve accrual for 1969 was $1,198 giving an
average reserve for 1969 of $33,743 leaving an average net utility
plant of $47,257 for the year 1969. .

We find that the staff's allowznce of $600 for working cash

is reasonable.

The applicant requested an allowance of $2,145 for materials

and supplies. The staff allowed $100. The system is in veed of
repairs. We find that $1,000 is a rcasomable sum to allew for
materials and supplies.

The staff's estimates of average contributions and average
advances for comstruction are the same as the applicant except they

are rounded off.

We £ind that applicant’s rate base for 1969 will be $2C,1i1C.

Depreciztion Zxpense

The applicant's estimate of depreéiation expenée Included
depreciation om wells, resexvoirs, and tanks. We have adjusted these
items to exclude a large portiom thereof from utility plant. We £ind
that the staff’'s adjustments as heretofore modified are reasonabdle.

We f£ind thot the depreciation expense for 1569 will be $2,220a”
Taxes

Non~income

There was 2 minor difference in the estimetes of payroll
taxes. We f£ind that the applicant's estimate of $45 is correct azd

such figure will be used herein.




The staff used the ad valorem tax rates used by the
applicant but adjusted for property excluded from utility plant. It
is impossible frox the record herein to determine the ad valorem
taxes but It is obvious that it is greater than the staff estimate
of $660 and less than the applicant's estimate of $1,279. We will

adopt the sum of $970. We f£ind such sum is reasonable to allow for

ad valorem taxes for 1969.

Income

Based on the foregoing figures we f£ind that State and
Federal income taxes will be zero at present rates and will tofal
$670 at the proposed rates.

Summaries of Earnings

Based oﬁ'the foregoing we find that for 1969 at the

present and proposed rates, the results of operatious will be as
stated below:

item Present Rates Proposed Rates
Operating Reverues $ 9,250 $ 14,420

Operating Expenses 7,920 7,930
Depreciation Expense 2,220 2.220
Non-income Taxes 1,020 1,020
Income Taxes &/ - 670

Total $ 11,170 11,845
Net Operating Income l - 2,580
Rate Base 20,110 20,110

Rate of Return ;2.8%

1/ Includes 57 Federal Surcharge
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Rate of Return and Financial Requirements

We have found that the applicant will lose money at

present rates but foxr 1969 at proposed rates would have 2 rate of
return of 12,3 percent.

Applicant's principal reason for the requested increase is
that it is losing momey at the present rates. The applicant alleges

that the rates proposed will not provide the company any reasomable

rate of returm ou its depreciated rate base, but they will redusce the

losses now being experienced. Applicant states that the customers
can only bear so much in the way of rates and it is 4oped that at
sometixe in the future additionzl customers will compect to the lines
Installed to further reduce the losses.

The results of operation for the estimsted year 1969
indicate that the applicant's proposed rates would yield a rate of
return of 12.8 percent. The staff recommends o rate of return of 8%
percent.

A xate of return of 8% percent applied to the estimated
xate base of $20,110 would result im met operating revenuves of
approximately $1,710.

The present rates were authorized in 1960. There has been
20 Increase since said time.

$ix informal complaints have been filed with the Commission
since 1967 concerning high and/or erratic bills, pressure fluctuations,
alr in the lines, low pressure and sexvice outages. ALl of these
complaints have been closed. Therc were no pressure problems in
cither system. Again the one common complaint expreszsed by cuctomexs

Interviewed was sexvice outages. The xecent sa2xyvice outages have

it
Ll

e

been due to well pumping equipment failures and the reliance-dpon. a"“%uxy
cingle well as the source of supply in East Palmdale and system

shutdowns for repairs in the Roultry Ranchos,

-12
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Ten individuals oxr couples appeared at the Palmdale
hearing. These people complained of water rununing to waste (oné
protestant stated water ran down the street for two weeks before the
leak was repaired) and inability to comtact a serviceman. The
applicant’'s witness stated that on May 29, 1969, when the pump was
replaced there was no water between 8 AM and 10:30 PM; on November
8, 1969, an automobile broke a hydrant and the water was shut off
between 9 AM and 11 AM; and on November 13, 1969, there was z bad
leak in the Poultry Ranchos System and the water was off between
5:30 PM and 6:15 PM,

It appears that the primcipal cause of delay in repair
service is due to the fact that the serviceman lives in Apple Valley
approximately 60 miles from Palmdale and the delay is caused by
travel time after he is contacted.

A petition was filed by 41 water users requesting that the
application be denied. These parties did mot comsider the ecomomics
of the operation 2nd, obviously, such & petition is entitled to very
little weight.

Applicant is entitled to a reasomable rate of return. A

9 percent rate of return will give the applicant approximately $1,810

of net revenues and approximately $2,220 of depreciation accrual with

which to make needed repairs, help with meintonance and to pay & local
serviceman enough money to keep him available.

Findings and Conclusions

The Commission f£inds that:
1. The applicant is in need of additiomal xevenues but the

rates it requests are excessive,
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2. The adoﬁted estimates previously‘disduséed*heréin, of
operating revenues, operating expenses and rate base for the year
1969 reasonably indicate the probable results of operatiom.

3. The applicant should repair the system %o the best of its
financial ability, acquire a stand by well and hire a local service-
nan .

4. If the applicant makes improvemenzs and hireé a local
serviceman, a rate of return of 9 percent is ressomable.

5. Ao increase of customer deposits to $10 is reasonsble and
should be authorized.

6. The increases in rates and charges authorized herein are
justified, the rates and charges authorized horein are reasonable,
and the present rates and charges, insofar as they differ from those
herein preseribed, are for the future unjust and unreasonable.

7. Applicant's operatious under the rates authorized herein
should make funds available from depreciation aceruals amd met
revenues for the purposes stated im Finding No. 3 herein in the
amount of 94,030 based on the adjusted resultc herein referred to.

This sum should be used for system improvements.

The Commission comcludes that applicant's request for a

rate increase should be granted in part and tha® applicant should be

vequired to take the actions set forth in the order which Zollows.

XT IS ORDERED that:
1. After the effective daze of this ordex, applicant,
Cresimore Village Water Company 5.5 aucherized to £file the revised

rate schedule attached to this order as Appendix A Sor sexrvice to
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its Palmdale toriff orea. Such filing sholl comply with General

Order No, 96-A. The effective date of the rovised schedule shall
be fouxr days after the date of £iling. The revised: schedule shall
apply only to scrvice rendered on and after the cffective date hereof,
This authority is subject to revecation and reversibn to rates
effective at the time the applicotion was filed unless, within
ninety days after the cffective date hercof applicont shall file
& schedule of improvements to be made within not to exceed five years
from the effective date hereof outlining the schedule of work to be
done, and shall have seccured and made availabie tofconsumers a local
serviceman in Palmdale available at all regular business hours and
in the event of cmergency. Failure to hire and make available to
the consumers such local serviceman m2y result in an order reducing
the rates to those in cffect when the application herein was £iled.
Sald reduction may be ordered without further hearing.

2. Applicont is authorized to Increase its customer deposit
for Palmdale to $10.00 as part of its tariff Rule No. 7.

3. Applicant shail also:

2. Beginning with the year 1970, base the accruzls
to the depreciation resexve upon spreading the
original cost of the plant, less estimated
future net salvage and depreeciation reserve,
over the remaining lifc of the cntire plant,
and shall usz the composite dopreciastioa rate
of 2.4 percent. Applicant shall review the
depreciation rates when major chznges &
plant composition occur, but at intervals of
not more than f£ive years. Results of these
reviews shall be submitted to the Commission.
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File an up-to-~date tariff schedule, rules, tariff
sexvice area map clearly showing service arez
boundaries, and copies of »rinted forms used in
dealing with customers. Such filing zhall comply
with General Ordexr No. 96=-A.

Institute a routine inspecetion and maintenance
schedule for its pumping equipment so as to
minimize service outages due to equipment failures.

The effective date of this order shall be tweaty deys after
the date hereof.

Dated at San Francisco , California, this /57K
day of - MAY
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Schodule No. PDeL
Palmdale Tariff Area

METERED SERVICE

APPLICABILITY

Applicable to all metorcd wator service.

TERRITORY

Palmdale Poultry Ranchos (Tract No. 15497) and East Palmdale

Ranchos (Tract No. 8597) and vieinity, noar Palmdale, Los Angeles
County.

RATES

Jor Moter

Per Month
Quantity Rates:

Nem h,coo Cu.f't., POI' loo C\loft- apsse s ossasn

First  8C0 cusfte or 1S5 srvrreesvevssvncnese  $ 575
0.56'
Ovor  L,800 cu.ft., por 100 cuofte secevvovenss Okt

Mindmum Chaxgoe:

FOZ‘ S/BXB/h-inChme'bcr eBssRSPrrOVssRvEEPPrRO L, 5075
For 3/h-inCh metor LR TR Ry A P P 8.CO
FOI‘ l"'inc-h mcter Chssosrrsesvcocarvaarprre 12-00
For 13-INCh MOLCY vevnrorevnonnnnosennees 25,00
FOI!" 2~inCh mO'tCI’ [ X R RN NE NN Yy 35.00

The Minimum Chargoe will entitle tho custemer
10 the quantity of water which that minimum
charge will purchaso at the Quantity Ratos,




