BETORE

In the Matter of the Application of -

- THE LUCERNE WATER COMPANY

‘ \ : Application No. 2904L8.
of Lucerne, Lake Cowunty, California : .
to increase its rates.

Paul B. and Sarah Strong, for applicants;
Tarl A. Bitcheock, Chairman, Property
Owners Association of Lucerne; Ross Zstes,
Zugene X. Reed, T. ©. B. Henry, Robert B.
Pallard, L. T. Doney, and Mrs. L. A. Wood,
interested parties, for themselves. '

In this application Paul B. Strong and Sarah Strong, do-
ing business as The Lucerae Water Company, ask that they be granted'
authority to increase rates and chargef'for,water service rendered
by them in the towh‘of Lucerne and vicihity in Lake Couﬁ:y. ‘The
apolication states that the net income from their ope?atioqs for
cach of the last two years has not been sufficient td‘tétﬁrn 6%-on"'
the capital investmenst nor any salary for thé office of'maintenance *
and management. ‘The application contains'propoééd rate$ which ittj
is alleged will provide for al; appropriatefexpenSés énd'awproper-

roturn on the capital investment.

A public: hearing was held on this applicatioﬁ in Lucerné‘

before Txaminer Ross. | |
This‘water-prépérty‘was‘acquired'byvappliCantS-b?,author-

ity granted in Decision No. 27035'(Appliéation No;‘l9387),-daﬁed

November-lB,il?hS. The system.orizinally was.instailé& by the]Cleaf"

Lake Beach Company about 1925 in connection with a real -estate -
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devolopment. The propertics since have passed throurh a number of
hands before acquisitién by the present owners. The system now
éupplieé water to 100 consumers under flat rates aﬁd 0 67 consumers
provided with meters and ehargzed meter rav¢s. A total of‘33v£ire
hydrants are connécted to the system. ALl wqtcr'uséd is=pumped'from
Clear Lake by means of two 50 hp motor and pump wnits, one of which
'for standby purpbses. These pumps deliVer'waﬁer into
two storage tanks aggregating 328,000 gallons locased aﬁ'a point
“aporoximately 200 feet above the pump level. The distribumibh
sysuom consists of about 42,000 feet of meins farying from one
inekh to six inches in diametcr;\ The territory Servgdfcdmpriscs an
area froanting on Clear Lake for”about.I% miles and-éxtendiﬁg
casterly from the shore about onc-half mile. l'.

Relétive to service, there were voiced a number of com-
plainvs on discoloration and the silt and sediment content of the
water., Applicants aclnowledme this cbnditidn andvpropbée to instdli
a filtering nlaﬁt whereby the basis for such'complaints'shoﬁid be
eliminaved. It was testified by 2pplicants chat upon test of théir
water on several occasions by the 3tate Board of Health, in no
instance was the water found to be injurious te heslth: however,
ap?licants were reluctant to chlorinate the water a5 a2bout half of
the customers object to the tascg,whiic the others want it Ehiﬁré
ina:ed.“They stated thrt when the Stase Board”of Zealth orderéd
them to -chlorinate, they would be nleazed t6~dc so. However, the
usé of:raw lake watef is a potbntiél hazard to haalth ﬁhd should bé

safeguarded by chlorinntion. The introduction of chlorinc, properly

repulat 20, should result in no noticeable or unsatisfactory after-

taste. It is thcrefdre,stronﬁly recomnended in this connection

that immediate steps be taken to install reliable
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chlofinating apparatus, a necess a“y improvemert of.far‘more‘vital'
and primary impertance to the pubdblic health and welfare than the
proposed »nlant for removal of discoidracionlénd suspéndedésilt fr
The watef.' , .f B
Tae present*rateﬁ have been in effect since the'yeaf 1926

end provide for flat rate chargés of %1.50 per month.for domestic
service connéctions.aﬁd #2.50 per month for service to reStaﬁranpé,
“sarvice stations, and for other non—dome stic recuircments. Appli-
cants propose to inerease such charges by 1. Thelprésent metef

rates provide monthly minimum charges depending upon size of meter
varying from %1.50 for 2 *lvc-emghth-;nch conncction up throuvh
45 for a ﬁhree-in¢h conneccion- Applicants prompose that  the exist—
ing minimum chorges be uniformly incrensed'SO\cents.per_month..
- The présent quantity chargé has as ité'initidl blo¢kfa ratc of
25 cents per 100 cubic feet, scoling down thfou:h-two intermediate\
blocks to ten cents peor 100 cubic feet for al’ consumotzon over
5,000 cubic feet per month. A uniform iﬂcrcage in a1l blockq of

ive cents per 100 cubxc fcct is reg ogtgd.v

According %o estimates for the year 1948 present ed'by‘a

representactive of the Commission's staff, the rate changes pro-
posed by applicanté would result in a gross revenue o£_$65485,
representing an inerease of 51,820 over.thc gross.revenﬁe estimased

or the same period upon the bu51s of the @Ausumng bofc tes."Deduct-” 
ing appropriate operating eXpenses of Vu 755 including taxes for
the estimoted year l9h8 a net operating revenue of 4&,730‘iu
obtained. This nc* OPG*FtIﬁg rcvenue when rclated %0 the rate
base as prcscnued by ne staff, of ’3& 870, lncludlng mqteriqls
and supplies and working cash, yields an ovtzmatcd rate. of return

for this period of L.96%. The return estima od for the comparable =
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pariod at exis tlng rates is 0.42%. None of these fimur 25 reflect
any ravenue from the 33 fire hydrants which orc owned and mazntﬂzned\
by a“vllcaﬁts, sut from which no income is derived. |
Applicants do not have on file ény rate Sor fire hydrant
rental and no compensatibn is being recéived at present from this'
valuable and éssential:servicelto the community. It was Suggestcd
to applicants that taey arrive at an understanding with”Uppef'Lake” S
Fire District,‘which, it was indicated at the‘héaring, includés ﬁhé
area served by applicants. Any revenues which may‘béirepeiééd as
a result of such nepon;ations will, of course, emhance the revenuc
hcretofore indicated. | o
Appliéahts tostified that the cost of a filetration plant,
stated in the application a:.approximdtély 3&,000, upon subéequent
investigation, héd been found inadequate and they urged an esti-
mate of ¥5,000 as more nearly zn line with present costs. A de--
tailed estimete was prosented by the Commission’é enginecr, yielding
85,900 25 the cost.ofvthe proposed filtration unit, together with
32, ZOO'as‘retirements that would ve associated wmth this change.,-
The facilities reouired would comprise esuenvzally an 8L-inch 3
filter; a 29;000-gallon stéel- tank, Lo 15 and ﬁwo-l% hp motor and
pump units. The existing 50 hp motor and pump units would have to
be rgtired for the-rcason that the pumpzng rave would'be«too;fast‘
for the DfODOSéd filver. The 50 hp units or*pznal¢y were lnscalled
in antzczpatmon cf load prowth which never materialized. - It w2 s
estima d that the savings in power c~sts resultinp from substicu—
tion'éf <he smaller 15 hp pumps in place of the existlng 50 hp
units would essoentially cqual the additfonal cost ariomng from the
operation and maintenance of the propoued filtratzon wit and,

accordingly, the not: operat;na revenue cs timated for the year 1948

would bc the same w;th or without this im provLﬂont. Accordingly, |
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the rate of return on the rate base of about 638,600, ré:lecting'the‘
new filter,‘would be L.Ll% under the rates pronosed by applicants as
against 0.30% under present rates. Applicants contended that it
would be impossidble to install the filte fﬁg unit in time to be
available during the summer of 1948;‘howey¢r, they felt.thatfshould
an appropriape in¢rease in fates he graﬁted by the Commiés;on;‘it
would be possidle to have the equipment‘availablé by the sumﬁef
season of 1949.. |
The'Commission'systaff'representative testified that
according to the appraisal of this water property made by Commission
engineers in l935) the capital had been divided inzo-ch&eevgroups.
One group was for the faciiizies serving the tbwn,lqne‘for'thé gols
course syétnm,‘ahd another for the hotel fire *ystem;i‘Since that
time the so-called zol’ course pipe lines have been used to. serve
a number of domestic cuetome“s, out the ratio of investment per
customer so served is unreasonably high and the length and size of
such mains never wouid have been approp“iate for a nofmai“dbnéstic
water systen. “He only water company property used to provzde water
service forthe hotel-ma- 200 OOO-pallon concrete tank 1ocatod |
directly above the hotel. Smncevmechanzcal meanS-are.providedzto
reserve‘half of thiS'capacity for the exclusive use of the hotel
fire system, only half of the cost of the tank is attriduted to
utility operations., Although none of the mains'o:Vthé-golf;coufse'
system can be classed as nbﬁ-Obera*iée,.nonethéleés‘it would appear’
that some adgus ment should be made to their valuc for utzlmty
purposes in view of the small numoer of customers connecccd., It is
felt that a reasonable investment in mains :si$l7;h00-in coﬁtrast
o the $22,245 contained in the appfaisél;' Likewise,'iz wQuld appcar
that the amount ofvuxility.storage\prdvided, in[anpicipétioh,of real

estate development which did not occur, is excessive for the oxtent
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of service presently rendersd, and accordingly, 31,775 will be
allowed for'thé utility storage facilities.

With the above adjustments.to-rate'base, the follOWing
représents the rosults of operation under the va:iousrbases ﬁSed

heretofore:

~ Year lQLE.
without : Including
+ Prowosed Additions: Proposed Additions
AT : AT : AT AT
Present : Proposed: Present = Propos»d
Items + Rates : Rates ¢ Rutes . Rates

.. " A &R l. L]

Net Operating Revenue’ 8 15 B 730 5115 4 1, 700 .
RrRate Base 28,250 28,250 31,918 ,l 913 _
0.51% 6.12% 0.36% . 33%

The forecast of heavy'capitml addition reculred by'the‘
proposed letratlon plant ngh* be urged as a Ju tifzcatzon for- thc‘
rates pronosed by vpplzqant howevcr, these rat»s, whzch would 1n-

erease gross revenue by %l,BZO,.appear to be‘excessive.f‘ThewOrder
will provide for rapes'thatlwill yiéid a gross revenue‘of,aboutv |
%6,100, represenpingzan increase of about 31,400, Tho.latpéf-fates.'
will yield about L.8% on the rate base, not including the proposed -
uddzt:.o 1$, and w1ll provzdc an economic incentive fér applidénts to
install more meters on thc ﬂyetﬂﬁ. The p}oposed additions'are.ﬁot
veing c neldered 2t this time for the reason that thcy will not bc

installed during thc vear 1048, which year was gaken as the test

period.

Application having baen filed with the Public Usilities
Commissibn, public hearing having teen held thercon, the mavter.
having been duly submitted and the Comzission being now fully

advised in the premises,
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IT IS HIRTBY FOUND AS 4 FACT that the ratas as now charged

by Paul 5. Strong and Sarah Strong, doing business as The Luccrne |
water Conoany, ars unjust and unreasonarle in so far as they\differ
’*on ghn rat:s herein cotabliunod and vhat thc rates hrreln
a*tablio“ed are just ‘and r@agonablv ray to be chargbd for the
services rendered, and based upon the 4‘<:»:1:'epc>ing, \ A

IT IS HEREBY ORDIRED that P4u¢ S. Strong and Suran Strong
e and ﬁhey are hereby zuthorized and d;rectedvto-flle within |
~wenty (20) days from the"effcctivc datc of this Order the followg‘
ing schcdule -of rates to be charged for all;water service rendered

on and after August 1, 1948:

Schedule Noo 1
GOASRAL FLAT RA

- APPLICABILITY

Applicails to all flat rate water service rendered to domesvi
or commercial consumers.

TZRRITORY

n-and In the viecinity of the unincorpora med town of Lucerne,
ake County.
ATES L
Per Customer
Per Non wh -

Tor 3/L inch domestic service - 42, 25

For 3/4 inch service to rostiurants 3.00

For 3/L inch scrvise to service stationo.: 2.00
S¢hedule No. 2

AENERAL METER RATRES

APFLICARILIT

Applicahle to 211 measured water service.
TERRITORY

In and in the vieinity of the wnincorporated Town of Lucerne,
Lake County- |
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RATES o
L ‘ _ : Per Meter
Minimum Charges: ' Per Month
For 5/8 % 3/L inch meters ' o BL.75
: . 3/1‘_ " " | ‘ 2.00"
1 o . | 2.50°
z " ’ 4.00-
3 | . 6.00

The Minimum Charge will entitle the consumer
. to the quantity of water which that monthly

minimum charge will purchase at the following
Quantity Rates. - '

Quantity Rates:

O,to-‘uéoo'cubic feet, ver 100 cubic feet .
600 %0 1,500 T 0™ " T " "
1,500 £6.5,000 " ot _wm m "

0

o‘

i v . . 0
All over 5,000 r " .o" "o o)

The'éfféctive date of this Order shall be twenty (20) days'

from and after'the date heypof.

Dated at

Lk e
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