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Decision No. -----

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIPORNIA 

Edmund Ortmeyer, Trustee, and 
Pocket Beveraqe Company, Inc., 

Complainants, 

vs. 

Sprinq Crest Water and Power 
Com~~y, a co=POration, 

Defendant. 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

--------------------------~) 

Case No. 10226-
(Filed December 29, 1976) 

Al~rt A. Webb Assoeiates,. by Reainald H. 
Knaaas, for complainants. 

H:lrrv F _ Chaddiek anc! Fred R. Razzar, for 
d.efend.ant • 

Anthonv Burke and Rowland F _ Sweet, for 
themselves: and. Albert J. Lambert, for 
Riverside County Assessor: interested 
parties. 

Robert C. Durkin and Rieha:d Finnstrom, 
~or the Co~ssion staff. 

OPINION --- ................. ----
This complai:t was filecl aqa~t Sprinq Crest Water 

and Power Company (defendant) on December 29, 1976 "::Iy . 
Edmund. Ortmeyer, Trustee, and Pocket Beverage Company, Inc. 
(complainants) seekinq an order requirinq defendant to 
provide water service to complainants I properties :ion Tract 
No. 3380 and to make certain data availaole to complainants 

so tha.t permits reqt.1ired for. the development of 'the property 
could ~ obtained from Riverside County • 
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After proper notice, a public hearing on ~he complaint 
was held on March 18, 1977 in Palm Desert before Administrative 
Law Judge (AI.J') James D. '!a:lte, and the :nat~er was s~mitted 

upon the filing of let tor :briefs due Y..ay 2, 1977. ALJ ':ante 
issued a proposed report in Case No. 10226 on Auqust 3, 1977. 

On July 22, 1977 First American Realty Company (}~eriean) 

fileO Application No. 57468 seeking authorization to acquire 
control of defendant through aCquisition of 75 percent of its 
outstanc.ing stock. Because of the contemplated change in the 
ownership and operation of defendant, the submission of Case 
No. 10226 was set aside and the matt;er was combined for hearing 
with Application No. 57468. A£ter notice, a combined hearing on 
both matters was held before A:LJ N. R.. Joh:l..son on NovemJ:>er 22, 1977 
in p.a.lm Desert, and the matters were submitted. At this latter 
hearing, testimony was presented on behalf of applicant by its 
president, on behalf of complainants by its real estate develop
ment consultant, and on behalf of the Commission staff by one 
of its engineers. Decision No. 88599 dated Y~eh 21, 1978 was 
an interim decision authorizing ~~e transfer of control as 
re~ested in Application No. 57468, precluding defendant from 
addin9 new customers unt1l fu.-ther or~er of this Commission and 
requirin9 defendant to retain a competent engineer consultant 
to determine the dependable water replenishment ~va11ab1e to· it 
and prepare a plan to repair water delivery facilities, meter 
all water sources, and meter all customers. The results of the 
requiree tests, toqether with cost estimates and a construction 
schedule for implementing the required repairs and meterinq, 
were to be submitted to the Commission staff for review wi thin 

90 days after the effective date of the order. Such a r~rt 
was prepared by W. R. Showalter and Associa.tes, Inc. in October 
1975. After review of the report and field investig'ations, the 
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staff recommended tha~ further hearings on the complaint De held 
to ascertain under what eircumstanees additional cus~omers could 
:be served by defend.an~. As a result, an adp,itional day of 
hearing was held before ALJ N. R. Johnson in San Bernar4ino on 
January 21, 1980, and the matter was resUbmitted. Testimony 
was presented on behalf of defendant by 'its president, i:ty its 
vice presiden~ and assistant secreta..."j", and "::Jy an engineer from 
W. R. Showal'ter and Associates, Inc.; on ):)ehalf of the Commission 
staff by one of i'ts engineers, and by seven existing or prospeetive 
customers of defendant. Compla~~ts participated at this day 
0: hearing through cross-examination of the various witnesses. 
Position of Comolainants 

It is the position of eocplainants, as well as of 
those owning property in 'tracts Nos. 2947 and 3380 who. testified 
at the hearing, that they are suffering because the water company 
has not and. is not :being properly operated and. maintained. 
According to complainants, the available water supply would 
support additional. customers and such addit~onal customers 
should be connected as sc>on as possible to make the water company 
a viable entity. 

One of the residents in the area supplied a list 
(Exhibit 71 of 24 property owners who desire to const..'""Uct homes 
in the area as soon as the water restriction is lifted. He 

further testified that there is adequate water to. supply 
defendant's service area, as evidenced by several year-round 
~ing creeks. He further testified tha,t be would estimate 
that the overflow he has observed from the lo'W'er reservoir. 
would supply at least 10 additional customers. 

Four property owners in defendant's service area 

testified that they would start construction within three 
months from the time the water res~riction was rescinded • 
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Position of De:endant 
Testimony presented on behalf,o: de:endaDt indicatee 

that: 
1. American has acquired control of defendant as 

authorized ~ Interim Decision No. SS599. 
2. The initial co::nplaint was filed prior to the 

acquisition of defendant by American and since then service 
has improved. 

~. In 1975 defendant's income was Sl,062.50, as compared 
to expenses of 521,826.25. 

4. In 1979 defendant' s income was 5S40, as compared to 

expenses of 521,000. 
5. Even with a substantial rate increase, defendant's 

losses would be about S15,000 a ye~. 
6. No one is qoinq to subsidize defen~nt's operations • 
7. The S21,000 annual expense for 1979 included S8,394 

for depreciation, 51,352 for r~airs a.~d maintenance, S823 for 
insurance, 51,700 for taxes, Sl,600 for electricity, S253 for 
leqal and professional fees, 52,100 for interest, and S5,592.60 
for pumps and meters. 

8. DefenQ.a.nt would :be Willinq to sell the water system 
on a time purchase plan with a minimum down payment. 

9. The production capacities from horizontal Wells 
Nos. 1, 2, 3, and 4 and vertical Well No.4 total 45,000 qallons 
a day with a maxicum daily decand of 6,600 gatlons. This equates 

. . . . 

to a tnaximU::1 daily demand of 4.6 gpm and on t:he ba'sis of 'the 

current 15 connect:ions t:he Qaxim~ daily demane per co~ection 
is 0.30 gpm .. 

10. A person or persons unknown to defendant manipula~es 
a valve nearest to Reservoir No. 1 with the result that the 

water level in the pipe connecting Reservoirs No. 1 and No. 2 
rises a:bove the level of the output pipe o:! borizontal Wells 
Nos. 1 through 4 and thereby restricts the flow of these 
horizontal wells. 
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Position 0= Comnd.!>sion Staff 
Testimony presented on behalf of the Commission staff 

indicated that: . 
1. Usinq the fiqures of the Showalter report, the present 

production sources will supply up to 45,216 gallons of water per 
day which could serve 102 customers with an averaqe consumption 
of 440 qallons per da.):./ 'during the montb o.f ma.xi:num dema:l.d. 

2. The fire flow recruirement is 500 gallons 
per :inute over a two-hour perio<i, or 60,000 gallons, which 
can easily be met by the reservoirs of 100,000- and 200, OOO-qallon 
capacities. 

3. The financinq of additional.produetion facilities 
recommended by defendant's consultant: if required, should ~ 
obtained by an advance 0: :uncis for special facilities as 
provided in defendant's line extension rule • 
Discussion 

It is obvious from the record that the present 
proauction facilities are adequate to supply water for 
approximately 100 customers without additional supplies. 
However, the distribution system, as presently opera~~d, 
will not handle these additional customers unless som~ mOdi
fications are made. The prima...ry problem appears to be the 
inability of de£en~~t to provi~e adequatepress~e to 

Pressure Zone No.2 without increasing the water level in 

the pipe connect:inq Reservoir No.1 and Reservoir No.2 to 

a point that the qravity-fed horizontal Wells Nos. 1 through 
4 will no lonqer feea into the' system. The suggested remedial 
measure is to connec~~he horizon~l wells to a new four-inch 
main running to Reservoir No.1 and remove the service eon
nection on the existinq !our-ineh =ain presently connectinq 
Reservoir No. 1 with horizontal Well No.2. Such eonstruc~ion 

• 1/ 440 gallons per day equals 0.3 z-pm. 
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will permit the horizontal wells to clischa:ge directly into 
Reservoir No. 1 a.."l.d 't..i.us mainta.in the lower tank water level. 
A float valve on the discharge o~ the main is recommended to 

• 
~=event overflow 0: Reservoir No. 1. ~he cost o! such a main 
was es~imated in mid-1978 to be about S19,000. Accordin~ to 

the sta!f witness, ~s amount should be increased ~ at least 
20 percent, to S22,800, to refleet in!lation. Sueh a sum 
would place a heavy ~urden on prospective customers in the 
form 0: an ~dded facilities charge or on existin9 and prospec~ive 
customers in the form of a s~stantial rate ~"l.erease to 
properly compensate de!enc.ant !or the eost of such an instal
lation .. 

It is noted· that the original capacity of vertical 
Well No.4 was 37.5 gpm, or 54,000 gallons per day, whereas 
the present capacity is only 9 ;pm, or 12,960 gallons per day .. 
It i.s !urt.""ler noted that the original depth o! the well was 
228 feet and that an obst.-uction was encountered at 147 feet. 
The mid-197S estimated cost of removing the obstruction was 
S2,880, which increased to reflect 20 percent in£lation would 
equal approximately $3,500. It is not· illogical to assume that 
the removal of the obstruetion would restore the capacity of 
the well to the original 37.5 qpm. Such a capacity should :!:>eo 

ample to serve approximately 120 eusto=ers. Furthermore, a 
rearrangement o! the pipinq from Reservoir No. 2 to Reservoir 
No.1 to the qeneral system would permit the maintenance of 
adequate pressure throughout the system and ample reserve 
capacity in the two reservoirs. The horizontal wells could be 

utilized as standby in case of pump and/or reservoir troUble 
at vertical Well No.4. Should the removal of the obstruction 
in vertical Well No. 4 not have the desired result, it appears 
possible to make minor rearrangements and/or additions ~ the 
existing system to permit the addition to the system 0: the 
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24 prospective customer~ listed in Exhi~it 7 at a nominal cost. 
The order that follows will provide for the removal of the 
obstruction from vertical Well No. 4 and the ~ddition of 
24 to 100 additional customers, depending on the water available 
from vertical Well No. 4 after the removal of the above-discussed 
oDstruction. 

Decision No. 6S673 dated March 2, 1962 granted a 
certificate of pu~lie convenience and necessity to defendant 
to serve 67 lots in Tract No. 2947, and Decision No. 70397 
dated March l, 1966 expanded the service area to encompass an 
additional 109 lo~~, a total of 176 lots. According to the 
record, defendant presently has lS c~stomers and there are 24 

prospective customers who desire service. shortly after the 
lifting of the existing restriction of serving additional 
customers, a total of 39. It is axiomatic that the economic 

• feasibility of certificating a water syste: of 176 customers 

• 

is inapplicable to'a system serving less than one-fourth the 

intended number. ~ccording to the testimony.of one of defendant~s 
witnesses, expenses for 1979 for' only repairs and maintena~ce, 
insurance, taxes, and electrical power totaled approximately 
$5,500, or a~out S14l a year for each 0: the 39 present ~~d 
contemplated cus~omcrs. It is obvious th~t the existing $6 a 

month flat rate eharge will not even meet these expensc~ and 
that a very substantial rate increase is needed juzt to provide 
operating expcnse~. How~Jcr, the m~ttcr of increasinq rates was 

not addre~scd sufficiently at the hearinq to form a basis for 
granting a rate increase at this time. It should be noted, however, 
that many water companies have been 9r~~tee rate increas¢z on the 
basis of advice letter filings when the need for such an increase 
is obvious. Defencl~nt ~ight give consideration to making such a 
filing·or, if appropriate, ~o filing a formal application for 
rate relief • 
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Findinas of Fact 
1. Defenaant presently provides service to 15 eustomers. 

Twenty-four property owners ~n defendant's service area have 
inQic~ted plans to beqin cODS~ction of homes in defendant's 
service area sbould the restriction on new customers be rescinded. 

2. The present production facilities are capable o~ 
supplying sufficient water for approx~tely 100 customers 
without modification. 

3. The dis-:ribution system, as presently operated, is 
u.~able to provide adequate water service to additional customers 
without modification beCause the output of the four horizon.tal 
wells is restricted when water pressure is inc:eased to serve 
Pressure Zone No.2. 

4. DefeDdant' s consultant recom::nends a remedial measure 
to overcome the restriction to the output of the horizontal 
wells by installing a. new four-inch main from the horizontal 
wells to the lower reservoir at a present day cost estimated 
of at least $22,800. 

$. Such constrUction would either place a heavy burden 
on pros.pective customers in the form of an aQded ~acilities 
cbarge or on existing and prospective customers in the form of 
substantially inereased rates to adequately compensate defeDdant 

for the cost of such construction. ' 
6. Vertical Well No. -<. initially had an output of 37.5 gpm 

as contrasteQ to a present output of 9 qpm. The probable cause 
in the reduction in output is an obst.-uction at the 147-foot 

level'which would cost approximately $3,500 to remove. 
7. Removal of the above well o~struction should restore 

the output capacity of the well to its oriqinal capacity • 
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8. Defendant should be required to remove the obstruction 
from vertical Well No. 4 and if the resultant flow exceeds 12 ;pm, 
should perform such minor modifications and/or a4ditions to the 

pipinq to provide adequate wa~er pressure tnrouqhout the system 

with vertical Well No. 4 as the source of supply and horizontal 
Wells Nos. 1 through 4 to be used as back-up in case of trouble 
at vertical Well No.4. 

9. The output of vertical Well No. 4 should be aivioed by 
0.30 to determine the n'~r of customers the well will support, 
and defendant should be permitted to connect net~ customers up 

to this number. 
10. The above f:i.Ddinqs are based 0:0. an average of 440 

gallons per day during' the month of maximtmL demand. Should 
experience indicate the 440-qal1on-per-day fiqure is inapplica
ble, the ma.xim1.m. n1Jllll:>er of customers to be served should be 

adjustedaccordinqly • 
11. Should the flow from vertical Well No. 4 be 12 qpm 

or less after the cemoval of the obstruction, defen~t should 
perform such minor moaifications and/or additions to the dis
tribution system necessary to per.nit the addieion to the syste= 
of the 24 prospective customers listed in Exhibit 7. 

12. The system modifications, repairs, and/or additions 
to be required of defenaant, as set forth in Findinqs 8 throu~h 
11, are reasonable and neeessary to pe:mi t the ac1di tion of new 
eustomers • 

. Conclusions of Law 

1. Defendant should be ordered to remove the ocst.-uction 
from vertical Well No. 4 and l depend~nq upon the resulting flow 
of this well, modify its distri~ution system so that all existinq 
and future customers can be served from this facility or the 
present customers and up to 24 additional eusto:ers can he served 
from vertical Well No. 4 and horizontal Wells Nos. 1 throuqh 4 • 
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2. If the flow ~rom vertical Well No. ~ is 12 9P= or less 
a~~e= ~e obs~-uction is =e=ovee, de:enaant s~oule be autho=i:e~ 

to ace up to the 24 :'lew cus-::ome== se-:: ~o=-...h in Exll~it 7'. 

Z. ::t~ -:he :low :rom vertieal Well No.4 is more than 

12 qpm af~er -:be obstruction is removed, defe:tda:lt should be 

pe:mittea to provide service ~ a max~=uc n~r of CU$~ers 

dete~ed by dividing ~e :low from ver-wical Well ~o. ~ by 0.30. 

ORDER ........ _ ......... 
:t1' IS ORDERED that: 

1.. Within sixty da.ys after the e=:ectiv~~ date 0: this 

order, Spring- Crest Wate:' and, Power Compa:ly {d~~fendant) sball 

remove the obstruction at the one hundred and forty-seven-foot 
level from ve:tical Well No. 4 and repo:=: 1:0' the Commission 
tbe measUred' flw o';~in~d~ft;~ ~~val of --the 'obstl:Uet:ion: .... 

2. If the output of vertical Well No.4 exceeds twelve 

gpm after the removal of said obs~-aetion, defe:nc:lant shall 

perfo;c such minor modifiea~ons ~or aaeitions to its dis

t::'il:>ution system to serve Pressure Zones Nos. 1 and 2 with 

vertica.l Well No.. " as -:.be p=ima...-y so=:-c:e of sttpply, anCi clefeneant 
is autb.o:-i:ed to se~e in i ts se-~iee area, wi ~1O'tlt f'll:1:her 
a'lltho=izatio~ 0: this Commission, a total ~umber of customers 

equal to the ;pm output :rom vertical Well No.4, divic1eCt t:ty 0.30 • 
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3. If the output of vertical Well No.4 is twelve gpm or 
less after the removal of the obs~-uction, de:end~nt shall 
pe:fo:m such minor modifications ~~d/or a~e~tions to its dis
~ibution system to serve its existing customers and up to the 
24 aQeitional customers listed in Exhibit 7 from vertical Well 
No. 4 and horizontal Wells Nos. 1 ~hrough 4. 

the effective date 0: this order shall be ~~irty days 

after the date hereof. 

Dated 'MAY ~mo , at San Francisco, cali~o:nia • 
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