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Decision No. 5.1685 
"".,'t •• 

"'BEFORE THE PUBLIC ·UTILITIES COMMISSION OF THE STATE OF CA."tIFCRNIA 
, i " I", '," 'I'" ., 

I j ,;.., 1.< 

In the Matter of the Application of ) 
E. R. CAPSTAFF d.b.a. the Lake.Brook ) 
Park Water System for' an Increase in ) 
Rates for' Wa.ter Service',at Lake ' ) 

Ap:olication No. ;5$60 

Arrowh.ead, San Berna~d~n~; C9.unt y. ) . 
. " : ';,J" , 

John C. Luthin, for applicant. 
A. 11. Harris, Jr." for a group of' approximately 

500 '·property, ,<?wners. ' .', ' " 
M. R.. Stariek,:':for a group of eonsumers, and 

L. Rubinfire,. Gladys E. Horbaek> Mrs. Aphons 
~ueher, Grace Z. Schlimme, ,Mrs. Helen Carr" 
Mrs.. Kenneth"Gre'elev, Waiter -Schlatter 
Lucile L. Morton;· George Huxsol" Mrs. ~eter 
DeYoung, in propx;.a personae-7:;"1'~0:testants.;" 

E. ~onald Foster;-~for .. the CorJlmi,ssi~on' sta.t"£". 

o PIN I ON - -...., - ............ 
I • \. 

, ~ . ,. 

'" .. '~ 

E. R. Capsta.!f, an individual, doing business as Lake 
" ",,( 

Brook Park Water System, by the above-entitled application filed 

October 1.3, 1954, seeks authority to 1ne'~ease rates tor water service 

in unincorporated territory in San Bernardi~o County, ab~::"t' thre'e, 

fourths of a mile south~a~t of Lake Arrowhead. The propo'sed 'increase 
.' ,', 

would yi,e1d about $5,500 ad.ditional annual revenue • '. ':; 

.A. public. he~g- ';J.n. this matter was -h'~ld be.f'ore Examiner 
, -

Stewart c. Warner on May:i2,:·'1955, at Lake Arrowhead. About 50 con-
'.' ~ t ~.. : ,- ~ ,',. \ I I.. • •• 

sumers appeared to protest" the"graniing of the application and' 
• oj • : • ,,,u 1_ ~'. ,.'~ "~I J .' : .. ~ ... ~ .' • :' :,: ~I • • ~ • \' .' 

numerous others prot-ested by letter. ' Most of the 'protestants com-
,:. ". " . ..... .. ". ......... . .. .. '" . . ,.... . . .. . .. (" ~~, ~, ., 

plained of poor- serVice ""conditions~' and indicated. that the protests 
......... ,.... .• •• ~ • . • . ' .. .. .... • • .~" " '. ~. "'. ~. l . 

to the granting oi"tne application '~ulC:l be~·modit1ed'i.f' 'service 
.~ ",' ~ .• '-- ,. , .' I ~ f~ 

conditions were' improved. 
',' . ~' ,"! ~ ~ t. ) 

General In-fonnati~~" 
.. ' 

Applicant has been furnishing water service in this area, 

which comprises approximately 160 acres ana now includes'nearly 

300 consumers, since about 192.3. 
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Capst.af£ was granted a certificate of public convEmience 
• ••.• I 

and nec'essity by Decision No. 26515, dated November 13, 1933, in 

Application No. 18984. Said decision established rates and defined 

the service area. By .subsequent dec'isions Capst~£ was authorized" 

t.o sell the utilit.y facilities to Mountain Properties, Inc~ ~ in 

August 19'3:5, and to buy them back in December 1936. " 

PPeration of the Water System .. 

Applicant obtains his water from three sources: (1) an 
, 

. . , . . " .' '. ~ 

in£11tration gallery, drilled into a hillside; with a 4~inch per£o~ . . 
rated pipe to collect 'the water and deliver it to a concrete-lined 

and covered pit; (2) its principal source of supply, an lS-foot-deep . .. 

o.ug well,. concrete-lined and covered; and (:» a.n abandoned:. 'aqueduct 
. " 

used in the development of Lake Arrowhead. 

t1ater from the first two sources is pumped to' 'storage tanks 

by 'three displacement-type pumps with a combined capacity of 3,500 

gallons per hour at the infiltration gallery J anel a centrifugal pump 

rate~ at 500 gallons per hour at the dug well~ Water from the aque­

eluct is delivered ~rectly into the mains by gravity through two 

2-inch pipelines.1 

From 12 steel s'torage tanks, which are located in groups. 

at three different elevations, and which have a combined capacity of' 

about 53,Oqo gallons, the water is distributed through approx1mately 

40,000' fee~ of' mains which vary from 1/2 to 2; inches in diameter. 

A small booster pump located in applicant's garage is utilized tor 

the maintenance or operating pressures 1nthe system. 

1 Wat,er trom the aqueduct is delivered also to Arrowhead MaIlor Water 
Company~ an'adjaeent public utilities corporation owned by A. L .. 
Capstaff, applicant'S nephew) and operated and managed by appli-
~t. . 
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Deserip:t1on of Area 
, '. , , ' , 

,The sern.ce area and water system facilities are shown.ip 

detail on the map Exhibit ,No.1, filed a.t the hearing. ,.The ,ser~ce 

area,,1~ mountainous'and' !leavily wooded, and consumers! cabins ,are,,· .. 

located on ,ridges, . on' the,sides of canyons, and along creeks ,and .. , 

streams. There are a few commercial est.ablishments" but most"con­

sumers are residential week-enders or vacat.ioners,. About 20 cons\lm": 

ers ar'e year-round, r9'sidents. Of the total of 296 consumers, a5:0£. 

De~ember 31,. 1954,. two were receiving service on a metered basis." 

Service ComRlaints , . 

'. 'J' Most service complaints pertained to lack of water and low 

pressure, although. some ,complaints were entered r.egarding,. dirt, ,; silt, 
, ' 

foreign objects in the water and bad. taste. Many consumers com-. ~ , 
.' 

., I 

plained of,frozen distri,but1on mains during the, wintertime, and" 
, , . 

rrequentinterruptions in water service. Some consumers, complained 

that, frequently" their· toilet f'acili ties failed and, automatic,' . ,'" . 
, " 

appliances ceased to operate because o~low operating pressure. 
,,, 

Th.ere· were many c:ompl~nts by consumers or their inability. t.o , contaet 

applicant and report deficient service conditions, part1cularly:over· 
, , 

, , 
summer, week-end periods. Other conSUXIlers, complained ,that they had.',: 

been unable, to, rent ,their mountain cabins because the :t:'enters:t~und 
either poor water .service or none at· all and "lef't the premises,.' ... 

AEplicant's Proposal to Improve Service Conditions . 

Applicant., through his consulting engineer, proposed. to 

spend approximately, $16, sao in 195;, for the installation of' , two -."; 

lOO,OOO':"gallon tanks, 3,600 feet of' ,-inch pipe, and 'a boo$t~r.,pump. 
' .. 

This proposal was modified at the hearing by the eng1ne~r, 'to. include 
I ~ : 'I , 

the proposed installation of' one lOO,OOO-gallon tank, 1;100 teet-,of 

3-inchPipe,2 and a 2-stage turbine p.tmlP_a~ a to~al C~~~f $8:,,~80,. 
~ , ' .. . 

2 By letter, Capstan requested. permiSSion to install 2i-1neh pipe •. 
. i \ ..• ' ',"'c,. . _ 

• ,I I ...... 

·3-



Applicant's J engine.er· testified that· '. the ,·latt,er·, proposal' would 

l:1aterially: improve"'all serVice co·nditions "complained or J particularly 

those, ,of ,lack ,of· water and low pressure. It :'appears, however, that 

many.l'"di.stribution.ma1ns should be ,relocat~d,' ,lowered, ,renova~cl, and 

enlarged..'·,. Applicant ,named an additional amount,l,of .. $2;000 as the 

appro~mat.e estimated.cost of relocating and · lowering .,some o£" the 

existing:-,mains in.;orde~o prevent ,:the1r freezing ..... 

Rates ' 

Applicant,~:s:"j:present 'ra'Ceswere '.establi'shed<by DeciSion 

No. 419.49,~ dated· August"lO, 1948,. ,in Appli:¢at:i:on,:·No'.'1 .29'267. By that 

decision' ,·the annual:'!lat rates were-' increased from:: $l2 to $18. 

Applicant,·now.· proposes to, increase it's 'annual flat rate 

from $lSto $34~, and .·its: annual. meter 'rates'commensurately~ The 

following tabulation :1-s' 'ac.omparison of the;'p~esent;:rates with those 

in: the', application, ," a:nd"the rates authorized, to'. be~'f1led by the 

order.:· hereinafter';·:,.": 
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Comparison of Present, Proposed, and Authorized Rates 

Annual Flat Rates 
Present Proposed Authorized 

For each single family residence·~ $la .• OO 

For each single family residential 
living quarters in a duplex, flat., 
or apartment, building • • • • .... .. .. • .. • • 18·.00 

For each single-family residence 
orror. the first unit of mult,iple 
housing unit,s oo .................. " ..... 'OO.. ..... )4.00 . 

Foreaeb. additional residence, 
living quarters, flat or apart-
men~ on the same premises •••••••• 25.00 

$ -

-
29.00 

23.00 

Present - ~oposed Authorized 

Quantity Rates: 

First 4,500 cu.:Ct. or less 
Next 1,500 cu.1"t.,- per 100 cu.1"t. 
Over 6,000 cu.rt., per 100 cu.£t. 

$18.00 
.30 
.20 

$34.00' 
.40 
.)0 

$29.00 
.35 
.25 

Although eight fire hydrants are connected to the water 

system, applicant receives no revenues from their use •. 

Earnings 

• 

The following tabulation is a summary of the earnings infor­

mation compiled from Exhibit No.2, a report submitted by applicant's 

c.onsulting engineer, and Exhibit No.3, a report on applicant-'s oper­

ations· . submit ted 'by a Commission statf engineer., Only the data con­

tained in said exhibits for the year 1954, adjusted, at present rates, 

and for the year 1955 7 on a pro forma baSis, which includes proposed 

fixed capital improvements of $16,800, are shown: 
Summary of Earnings 

:Year 1954: .. · : Adjusted .. .. 
oo· 

"" · .. Present .. Year 1222 Pro Forma .. .. · .. .. Rates .. Present Rat.es : ProP9sed Rates .. .. .. .. . Per PUC · Per Co. : Per pUC : Per Co. : Per pUC · .. · .. 
Item : Exh .. J : Exh. 2 : Exh. :2 : Exh. 2 : .Exh .. :2 : 

Operating Revenues $ 5,:362 $ 5,~35 $ 5,452 $ 9,.898: $10,059' 
Operating Expenses 5,535 5, 35, 5,560 5,635 ;,560 
Taxes 393 ;10 535 1,698 l,069 
Depreciation ~02 lxE.2B l~~~~ 2~O lz~~lt 

Subtotal 6)33 7,843 7,53 . 8,273 8.,07;-
Net Revenues (1,471) (2,508) (2,087 1,625 1,986,' 
Depree. :.Rate Base 21,720 40,998 37,400 40,998 37,400 
Rate of Return - ).96% ,.31% 

(Red Figure) 

* Includes proposed fixed capital improvements of $16,$00. 
-;.:. 
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The record shows that applicant's books of account have 

been kept inadequately and improperly and that it was necessary, 

tberefore, for the Commission stai! to adjust the amounts for the 

year 1954 recorded in applicant's books to show only operating 

expenses considered by the staff to be reasonable and adequate for 

proper operation of the water system. The estimated normal oper­

ating expenses, taxes, depreciation, and rate bases submitted by the 

staff appear to be reasonable, and will be, and hereby are adopted 

for this proceeding except that additions to fixed capital will be 

included in the rate base in the amount of ~,180, instead of $16,$00, 
, 

to reflect applicant's revised proposal to improve service conditions 

as outlinedhereinoefore, and an additional allowance to operating 

expenses for lowering of mains to prevent freezing will be included. 

Conclusion 

It is evident that applicant is in need of financial relief, 

that it cannot continue to sustain operating losses at the present 

rates, and that some increase in rates for water service is justified. 

It appears that the operating and financial problems of 

this utility have been, are, and may continue to be, chronic. The 

record shows that applicant's water supplies are limited; his: storage 

t~s have been of inadequate capacity; and his distribution pipelines 

have not only been subject to freezing conditions 'but are so' con­

structed alongside of, under, on top of, and a~rO$s· county roads and 

property lines, and are of such inadequate dimensions and poor 

material, tbat, in order to assure a good standard of water service, 

their complete renovation would be required. After prOviding, in the "-'"-­

rate base adopted herein, for the lowering of mains and in operating 

expense for the same item, a total of $1,000 of maintenance expense 

amortized over ° a 4-year period, or $2;0 per year, the computed rate 

of return on the adjus~ed depreciated rate base of $29,040, at appli-

cant's proposed annual rate of' $34,0 w,ould be 7.1 per cent. I 
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The proposed annual rate of $34 represents an increase of 

$16 Per customer per year, or $9 per cent~ This proposed increase 

is excessive. The order which follows will author-

ize the filing of a new schedule of rates which will increase the 

annual minimum charge !'rom $l$ to $29 for a single family residence 

and the first unit of multiple housing units, an increase of 61 per 

cent, and $23 tor each additional residence. 

It is estimated that the rates authorized hereinafter will 

produce gross annual revenues totaling approximately $8:,6,0 an 

increaSe of about $;3,leO over the amounts"expected to, be received by 

applicant during the year 1955 at the present rates. Such gross 

ri.nnual revenues when related. to the adjusted rate base of $2<),040 Will 

provide a rate of return of ).2 per cent.. In View of the service 

:£'ailures which have been experienced by applicant's, customers, no 

greater increase of revenues is justified at this time. 

Applicant should keep the CommiSSion advised of his 

progress in effecting the installation of the water service facilities 
" proposed by his consulting engineer and the lowering of the mains to 

prevent freeZing. Also, applicant- will be required to report to the' 

Commission each and every interruption to water service caused'by 

.failure of the water supply or d.istribution mains each month tor the 
next two years. 

Since the rate base and expenses adopted in this opinion 

include full allowance for applicant's estimate tor capital improve­

ments during 1955 and an al,lowance in operating. expenses for lowering 

of the mains where required to prevent freezing, and since the rates 

authorized contemplate that such improvements will be accomplished 

and tha~ adequate service Will be provided, applicant is placed upOn 

notice that the continued collection ot the higher rates herein 

established. is contingent upon the completion of the improveme~t$ as 
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hereinafter ordered. In the event the iI:lprovements are not installed 

during the time r~quired, we will reopen this proceeding and "\ 

re-examine the rate structure in the light of service conditions \ 

then prevailing, and make such further order with .respeet to rates ! 
as may appear to be proper. 

o R D E R ... -- - ~ '-.. 

Application as above-entitled having been filed, public 

hearing having been held, the matter having been submitted' and' now 

being ready for decision, 

IT IS HEREBY FOUND AS A FACT that the increase in rates and 

charges a~thorized herein are justified and that present rates in so 

far as they differ from those herein prescribed are unjust and 

unreasonable; therefore, 

IT, IS HEREBY ORDERED as follows: 

l.a. That applicant be, and he is, authorized to .file 
in C1uadruplicate with this Commission, a£ter the 
effective date of this order, in conformity with 
the Commission's General Order No. 96, the 
schedules of rates shown in Appendix A attached 
hereto, and on not less than five days" notice to 
the Commission and to tho public to cake such 
rates effective for serVice rendered on and 6.fter 
Septembe~ 1, 1955. 

b. That within thirty days after the effective date 
of'bhis order, applicant, shall file with this 
COmmission four sets of up-to-date rules governing 
customer relations, together with four copies of a. 
tariff service area map accepta.ble to the Commission, 
in conformity With the Commission's General Order 
No. 96. Such rules and tariff service area. map shall 
become effective upon five days' notice to the 
COmmission and to the public alter filing as here­
inabove prOvided. 

, c. That applicant shall file With this Commission 
Within forty days after the effective' date of this 
order, to~ copies of a comprehensive map, drawn 
to an indicated scale not smaller than lOO feet to 
the inch, delineating by appropriate markings th.e 
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various tracts of land and territory served; the 
principal water production, storage and distri­
bution .facilities; and the location of the various 
properties of applicant. 

2. That applicant shall base future accruals to the 
reserve for depreciation upon a spreading of the 
original eost of the plant, less estimated net 
salvage and depreciation reserve, over the estima-
ted. remaining life of the property; further, "--_ 
applicant shall review such accruals \>.'hen major 
changes in. plant composition occur and for each 
plant account at intervals- of not, more than five 
years. Results of these reviews shall be sub-
mitted to this Commission. 

J.a. That within ninety (jays after the ef£ective date 
of this order, applicant shall complete the 
improvements to his water system referred to in 
the preceding opinion of this order, as follows: 

(1) Install a lOO,OOO-gallon storage tank, 
1>100 feet of 3-inch pip~and a 2-stage 
turbine pump_ 

(2) Relocate and lower water mains throughout 
the,system wherever necessary to prevent 
freezing of water in the mains· when such 
freezing would cause any interruptions of 
service .. 

b. That on the fifteenth da.y of the month after the 
effective date of this order, and on the fifteenth 
day of each month thereafter until completed, appli­
cant shall file with this Commission a written report 
stating in d'etail the progress, made toward completing 
the installation of facilities and relocation an~ 
lowering or mains required by subparagraphs 3.a(1) 
and 3.a(2), above. 

4. That on the· fl£th day of t,he month after the effec­
tive date of this order, and on the fifth day of 
each month thereafter for a period of twenty-four 
months, applicant shall file with this Comm1ssion 
a written report listing each interruption to water 
service to any customer which occurred during the 
previous month an~ which was cause~ by failure of 
the water supply, pumps, or distribution mains, ' 
stating in s·uch reports the reason for· each .f'ailure 
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and the steps taken and proposed to be taken 
to eliminate repetition of 'sucb service iDter­
ruptions to customers. 

The effective 4ate ot this order shall be twenty days a£t~r 
. , : '.: ~ 

the date hereof. 

commissioners . 
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APFtICA:9ILITr. 

APPENDIX A 
Page 1 of 2 

' .. , ," 
Schedule No: 1 

ANNUAL GENERAL METERED SERVlCE 

.,' I I~", " " • ,'., ,I. '"~ 

Applicable to aU metered wa.ter serorice furnished on an armual 'ba5u. .. 

TERRITORY 
I ,;0'. • .:t' , . , Ii,·. 'e 

'. '!'he ~orpora.W area comprUing Tr.a:c:te, No~. 2026" 2172" ·21.91, 2293, 
2322~, 24ll; 2'344 and. 2469, approximately 3/4. mue ~utheMt or Lake 
~hea.d." San Berna.rd.:1no County. 

RATES 
" 

JuiiN.ai ~:1.ty Rates: . 

Fi~t 4,500 cu.:£'t. or less ................................. . 
Next 1,,500 cu.ft." per 100 cu.!'t .................. . 
Over 6,000 cu.!t." per 100 eu.t't ••• ;.;,. ••••••• o ..... . 

• ,... '" I" 

For S/S:x 3/4.-1:nch meter ........................... . 
For 3/4-lDchmeter ••••••••••••••••••••••••• 
For l-inCh meter •••••••••••• _ •••••••••••• 
For 1-1/2-ineh meter ................................. . 
For 2-irich meter •. ' ..••..... ' .•.••• ,. .. ' ..... . 

• . ," ,I .... 

The Annual ¥dn:imum Charge will ent1 tlo the 
c~tomor to an annual qua.nt1ty or wa.ter 
which that lTd nj mum charge will pure~e at 
the Annual Quantity Ra.te~ .• 

;Sml-A!.· CONDITIOl\S 

Per l'~ 
WYerg 

;29'.00' 
.35 
.2$ 

$29.00 
35.00 
4$ .. 00 
60.00 
80.00 

1: .. 'l'l:ie above annual minimum cb.a.rge::J ,are due and. payablo in adv8l:ICe on 
the anniver~ o! the oate upon which service was commenced. 

2. l<'.eto~ will be read quarterly 8.£tcr the date upon which ~ee was 
eommen.eed.; anci; within ten days therea.f'ter~ bill:s will ~ reDclered tor 
charges. b&zed. upon wat.er used in exees~ ot the quantity sllowed tor the 
s.rmual m;tesinUm eharge. . . 

:3; se~ee will not be fur~shed or continUed. under t~, 'schedule 
when the annual cha.rge~ a.t meter rates a.re e~t1mateci or t'oUnd. bY utility 
to be less thail under flat rates. 



APPLICABlI.ITY 

APPENDIX A. 
,Page 2 or 2 

Schedule No.2 

ANNUAL RESIDENTIAL ~,~ SERVICE 

Applicable to all water ~erv1ce rurni~hed. to rc~id.eritial ~tomers on an 
snnual1'lat rate b~. 

TERRITORY 

The ~orportJ,ted. area comprising Tracts No~ .. 2026, 2172, 2l9l" 2293" 
2322". 24ll" 2344 azxt 2469, approx1mll.tel:y 3/4 mile ,eou1'.heastrof' Lake Arrowhead, 
San ,'Ber:c.ard.ino County., 

For one ~ingle family re~id.ence or 
re:s1d.en.t1s.1 tI%l1.t, ........... "..' ................... . 

For each additional single fam1ly re~i~cnee or 
residential unit served trom. the ssma service 
eo-nneetion ......... ' .. '" ••.•. e,. " ........ e" ••••••• ' ••• 

SPECIAL CONDITIONS· 

" 

.' Per Service ·Corlneetion 
per Year" 

" . 23.00 

1.. The above a.mma.l rC51dential nat rates arc due and, payable in 
adV3l'1Ce on the amiveroa.r:r of the date upon 'Which service was comeneecl. 

2. All service not covered by' the aZJovc cmzi!'icatiorlS 'Will l:>e 
furnished only on a. I!1ot.erod ba.sis. 

3. Meters will be instilled at option or utility or customer ror a'boVe ' 
classifications" except that service will not be furnished or cont1nuecl at 
meter rate~ at. the rcQUC5t o£ euztomer when th~ annuoJ. charges. at such ra.te~ 
are e~tim3.ted or found by utUity to be less thAn under nat raws.. In· the 
event a meter is installed at the request of' customer" service theroun:l.er , 
will be rendered oDly on the 'oasis of Schedule No.1, Amlual General ~1etered. 
Service, am m~ be continued at meter rates tor not less than 12 months 
before it may again 'bo changed to !la.t rate servico, except as otherwise 
provided for in thie special conc1it1on. ' 


