m s OMCIHAL

BEFORE THE PUBLIC UTII.IIIES COMMISSION OF ’I'HE S‘J.'ATE OF CAI.IFORNIA.

In the Matt:er of the Application of | Application No. 55217
CRESTMORE VILLAGE WATER COMPANY | (Filed Septembexr 27, 1974;

‘a California corporation, to amended June 27, 1975)
terminate water service. :

George C. Lyon, Attormey at law,
for applicant,

Frank P. Sherrill, for Palmdale
Water District; and Donal C.
Carty, for Petersen Publishing
ﬁpany, interested parties.

Robext M. Mann, for the COmission
staff.

OPINION

This was originally filed as an application by Crestwore
Village Water Company, a California corporation (Crestmore), to
terminate its water service to nine existing customers neaxr the
city of Palmdale in Los Angeles County. The total service area
of Crestmore Ls 160 acres divided into 27 parcels which average
between five and six acres. Eighteen of the 27 parcels are
presently vacant and have not required any water service duxing
the past two years. Nine of the parcels are presently being
sexved. There are no public fire hydrants being served. All
services on the system are metered. Crestmore is a Class "D"
water utility and is presently requesting that all rates presently
applicable to any class of water sexrvice other than metered be
discont:l’.med in this proceeding. | '
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For many years prior to January 28, 1974 Crestmore was
engaged in the operation of two public utility wat:e-' systems in
the Palmdale area of Los Angeles County. One was known as the
Zast Palmdale Water System. This system was sold to the city of
Los Angeles for the sum of $100,000 pursuant %o an agreement
between the city of Los Angeles and Crestmore and approved inm
D.82283 dated Jamuvary 3, 1974. The other system {s the Palmdale
Poultry Ranchos Water System which is the subject of the instant
application. In D.82283, Finding 5 stated "The rema:tn:!.ng nine-
custoder system is too small to suppor: continued operacions of
a public utility water corporation. Public convenience and
aecessity require that some provision be made for the protection
of persons served by this system, such as its acquisition by the
Lrrigation district prese'ntly supplying water to it, or by forming
a mutual water company.” Another finding stated Crestmore s
continuing obligation to supply water to the nine customers on
the remsining system. The same decision further ordex:ed Crestmore .
Lo place the sale proceeds in escrow, after providing funds for
dischaxge of all debts and outstanding obligations, to assure
continued water service in Crestmore's remain:[ng service ezee
until further Commission order. Crestmore's balance sheet: as.
of May 31, 1975 indicated that there was appro:dmately $67 000
of these funds left in the escrow. .

The application as originally filed asked to abandon
to the public all its property devoted to public use and to.
di{scontinue its public utility water system since to cont:t.me
the operation at a loss amoumts to the taking of property _
without compensation contrary to the constitutional rights of
Crestmore. This matter was additionally raised in a brief znd
motlon filed by Crestmore which was denifed by the examiner, ‘
primarily on the grounds that Crestmore as an emtire entity was
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still in a profit-making posture because of the interest income
on the funds in escrow from the sale of its other systemf‘to‘ the
city of Los Angeles, although there was no dispute that the
Temaining nine-customer system is operating at a deficit.

. The existing nine customers are all tensnts of the
resident properties. Petersen Publishing Company of Los Ai;geles
owns five of the lots. C. Ellis Pursley and Max Spiélberé'of
Lancaster own ome of the lots. EllislPursley_of Lancaster owns
two of the lots and John E. Field of Santa Rosa owns the remaining

Lot now being served. The service zrea is technically inm the
Antelope Valley-Ezst Kern Water Agency .,erv:Lce area, but this
agency only wholesales water and does not sell at retail. The
service axea is adjacent to the Palmdale Water District, a
zmicipally owned utility, Iwo prebearing conferences were held.
before Examiner Phillip E. Blecher. The fixst on March 12, 1975,
explored the possibilitles of the sale of the system to either
Palmdale Water District or the Petersen Publishing Company or

the formation of a mutuzl water company by Petersen and the

other ovmers. Negotiations were commenced and continued to the
second prehearing conference held om April 21, 1975. Notice of
this couference was given to all the tenants, all the ‘ov'm‘ersr, and
all the concerned water districts as well as to other interested
parties., The orly appearances were as Indicated above, 21l of
which appearances had appeared at t:he £irst prenearing conference.
Petersen indicated that it had no desire zo form its own water
compahy or paxticipate in a mutual company but indeed was desirous
of selling the property it now owms in that area which consists of
six additionzl vacant lots in addition to the five lots be...ng
sexved by Crestmore. The ?al.mdale Water District :f.ndicat:ed :£t
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might take over the system under certain conditions and nggotiaf-'
tlors continued thereafter. It was subsequently determined that -,
the conditions Imposed by the water district for the takeovexr of
these nine customers were umacceptable to Crestmo-'e and would
require the payment by Crestmore of a sum of momey almost equiva.
lent to its entire assets from utility and nonutility property.
Toexrefore, because the utility property was operating at a loss,
“he examiner on May 28, 1975 zequired Crestmore to file an
amended applicagion requesting a rate increase so as to provide
3 couwpensztory rate of return. This amendment was filed on
Sune 27, 1975 and subsequently analyzed by the staff which madc
certalr recommendations as shown laterx,

At the conference on April 21, 1975 nice documents were
aduitted into evidence and informally discussed, Exhibit 2
indicates that Crestmore had a loss of $830. 30 for 1974 in its
wtility operations, altho sgh. £t had a profl t of $469.72 for its
total operations. In its amendment to the appl {cation whereby
Crestmore asks for a xate increase as an alte—native to termi-~
nating Iits service, ir also asks that consumer deposits be
increased from $10 to $20 and proposes rates as set forth iun the
table below and fndicates for adjustad 1974 Crestmore bad a loss
of $2,834 snd in estimated 1975 & loss of $2,624 from its utility
opexations. For the first five mouths of 1975 recorded the
amended application also fndicated a loss of $423.32 from its
utility operations. Based on its propoeed zates Crestmore wotld
earn a rate of return of 8.3 percent on net operating revenue of
$273 for 1975 estimated on & rate base of $3,272. Tie net
Yevenue results from a proposed'increase of 325 percent In zates
ou a met inerease in dollars of $2 817  The table below ..n:i:f.caccs |
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the company's requests, the staff's: suggestiom ‘and t:he figures
we are adopting to determine the necessary revenues fo:r: Crestmore. )

Table 1

Appl: :Lca.nt 'TC&E:E' :
T 1575 2

EINY

'R % 00

Item .Adiusted -Prggosed Prcgosed'Adopted- :
Number of Customers: ’ 9 9 - .9 g
- (A1l Metered) | | o o -
Total Operating Revenues $ 865  $3682 - $1':975“" _"$2773f i
air Hetered) D - o
Percent Increase | o s 1mh 2%
Revenue Increase - $ - $2817 $111o $1903 -
Operating Exoenses : - o
WECEE% Eater 625 - 660 550 550
Exployee Labor 450 450. - . 450
Insurance 13 48 ~y/ 48
Accomnting, Legal, etc. 1400 1400 ~ 800~ 840.
Gen&a.l Expense 604 240 - -
Total Expenses 3092 - 2798 1350° 1963
Depreciation 126 126 126 126
Pxopesty Taxes : 96 100 100 100
Other Taxes 185 185 - - . 18
Income Taxes 200 200 2bds 244
Total Deductions 3699 2408 1820 2618
Net Revemue (2834) 278 155 155
Net Plant & Rate Base 3335‘ 3272 3972 3272&”{%
Return on Rate Base | % 8.3% 4.7% &, 77. :
(Red Pigure) o

Y F:'.gm:e represents all opexrating expcnscs excep:
purchased water.
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The company has proposed a readiness~to-serve charge
of $30 per moath applicable to all metered service to be added to
the monthly charge computed at the quantity rates. The quantity
rate per 100 cubic feet is 50 cents. We think a more appropriate
rate spread would be on 2 minimum charge basis where the first
400 cubic feet or less would be $17 per month. The mext 2,100
cubic feet would be $1.50 per 100 cubic feet and thereafter 50
cents pex 100 cubic feet. Although we generally do mot favor such
a large percentage and dollaxr increases in the costs of water service
- we also believe it wnfair to require the applicant to continue its
tility operatioms while operating at a loss. Since the dollar
profit and rate of return are both éomparatively nominal they are
fair under the circumstances and, therefore, we conmclude that the
rates we are adopting and the rate spread we have just discussed
are just and reasomable and should be adopted.

We do not believe it is necessary to increase tne custom—
er deposits from $10 to $20

Findings

1. The increases :Ln rates and charges authorized 'by thzs
dec*sion are justified and are reasomable; and the present rates
and charges, insofer as they differ from those prescribed by this
decision, are for the future unjust and unreasonable.

2. The large percentage increase in rates and charges author-
ized by this decision are required to make the utility operations.

of applicant compensatory so that applicant shall not be opm:athg
the public utility water system at a deﬂcit
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IT IS ORDERED that: :

1. After the effective date of this order, applicant .
Crestmore Village Water Company, a Califormia corporation,
is authorized to file the revised rate schedules attached to
this oxrder as Append:u. A, Such filicg shall comply with
Gereral Order No. 96-A. The effective date of the rqv:t.sed |
schedules shall be five days after the date of £f1ling. The '
revised schedules shall apply only to service rendered on
and after the effective date of the revised schedules. _

2. Within forty-five days after the effective date
of this order, applicant shzll file a revised tariff sexvice .
area map, appropriate general rules, and sample copies of
printed forms that are normally used in comnectiom with
customers' services. Such filing shall comply with General
Order No. 96-A. The effective date of the revised tar:l.ff
sheets shall be £ive days after the date of £11Z

3. Applicant shall prepare and keep current the
system map required by paragraph I.10 .a. of General Oxder
No. 103-Series., Within ninety da vs after the effect:[ve date
of this order, applicant shall file with the Commiss.ion two.
c:opies of this map. . - ,

4. The application to tem:tmre water service to :tts
ex".sting n:f.ne customers Is- dcnied ‘
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-

" 5. All xates presently applicable to other than metered
service may be discontinued and so reflected in the new’ ‘tariffs
required to be filed herein.,

' The effective date of this oxder shall be twenty days
after the date herxeof. '
Dated at Sax h‘&ndlco
this /8 _day of

o -r-;-Con:m_iésioneK '
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Schedule Nol PD-Y
Palmdale Tardiff Area.

APPLICABILITY

App]icable to all metered water service.

- TERRITORY

Palrdale Poultry Rancho (’h-act Yo 15L97) near Pa.lmdale, Logv -
~ Angeles County. , :

RATES

Quantity Rates: ) _
Filrst 400 cu.£t. or less ...............-..;;-.
Next 2,100 cu.ft., per 100 ¢u.ft. ceveermmcnen.-
Over 2,500 cu.ft., per 100 ULle  cerriinene..

Minimumm Charge: B |
FO!‘ 5/33C3/L—£n¢h meter --.--.o;--o ------ ...~--I...O

The Minimum Charge will entitle the customer

%o the quantity of water which that minimum .
charge will purchase at the Quam_:;ty, Rates.

- Per Yeter
- Per Month

sz?.‘bo}r”
150
.50
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