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Decision No. 

.. , , : ~ 

BEFORE THE PUBLIC UTILITIES COMMISSION OF :HE STATE OF CALIFO~~Ik 

In the Ma~ter of the Application of ) 
the ARROWHEAD MANOR WATER COMPANY a ) 
corp~ra~ion, for an increase in rates ) 
for water service at'Lake Arrowhead ) 
in San: Bernardino County. , _ ) 

Application No_ 35930 

John C. Luthin, for applicant. 
A. L". Harris, Jr., for the ,owners of about 

'·T 3,000 lots, a.nd William t. Ba.ker, Oscar Jim 
Quinn, Mattie A. S"olomon, Dave A. PeKUs, Jr., 
Mrs .. Helen Carr, Mrs .. Genevieve E. Acllnns, , 
Ned R. Myers, Capt. Kennetn W. Smith, uSAF, 
:in; propria personae, protestants. 

E. Ronald Foster, for the Commission sta!f~ 

OPINION 
-~-~--~ 

Arrowhead Manor Water Company, a corporation, by the above­

entitled application, filed, November ;, 1954,. seeks authority't~ 

increase rates£or waterserviee in unincorporated territory about. 

one mile south o~,Lake Arrowhead, San Bernardino County •. The gross 

.annual,increase sought would amount to about $2,200 •. 

A public hearing in this matter was held. befo~e Examiner 

Stewart C~. Warner on May l3, 1955, at Lake Arrowhead., About. 23, eon­

sUme~s appeared in protest to the application and. numerous let.ters: 

were'r:ec~ived'. by, the Commission from consumers, also in prote';i: •. 

Most. of ''Che protests were based on service complaints:., 

General Information 

,­., , 

Applicant was granted a certificate ot'pub11e-eonvenience 

and necessity, rates were established, and authority was granted', 

to issue stock, by DeCision No. 39396, dated September· 10, 1946, in 

Applieation No. 27l32. The company is owned by Albert- L •.. Capstaf'f, 

preSident, and other officers, are James H. Brown, attorney, vice 

preSident, and Richard L. Davis .. E. R. Capstaf£, who manages, and· 
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operates applicant's water system, also· does business as Lake Bro~k 

Park Water System, an a,djo1ning public utility. 

Service Area! Sources of 't'later Supply, 
and DeseriEtion of Water System 

As of December 31, 19.54~ water service was being !urnish~d 

to 106 consumers, two of whom were receiving service on a metered 

basis. The service area comprises· about 245 acres of mountain resort 

territory. Within such territory about 3,000 lots have been sub­

divided. Exhibit No. ) is a map of the service area showing princi­

pal water system installations. 

Applicant obtains its water from two sources, one of: which 
. . 

is a brick-lined infiltration gallery constructed by tunneling into 

a hillside, and the other is throu~ a pipe from the take Brook Park 

Water System, which obtains the water from an abandoned aqueduct used 

in the development of take Arrowhead. No charge is made to applicant 

for water furnished; to it 'by take Brook Park Water System. 

At the infiltration gallery site, water is collected in 

two 10,OOO-gallon 'storage tarJcs and pumped through a SOO-gallon 

pressure tank int9 the system. The water furnished by the :Lake 

Erook Park Water System is delivered by gravity flow. A booster 

pump i.s used in the system to maintain pressure and to raise water 

to one of four 20,OOO-gallon storage tanks now being used. 

Service Complaints 

Many service complaints of low pressure and inadequate ~ 

water supply were entered at the hearing. One consumer complained 

that he was without water for five or six. weeks during the past 

winter and had to melt snow, and carry drinking water and water for 

bathing and washing into, his cabin from an outside source. This 

consumer also complained of unannounced shu't,of!s of water for periods 

of as long as six hours. 
I 

I He complained of foreign materials, such!as 
, 

" 
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rocks and twigs, and 'discoloration in the water. Another consumer 

complained of the freezing of mains ad.jacent to his property and of 

being without water ~or 10 days at a time. He melted snow for wash­

ing and for lavatory facilities. Still another consumer complained 

of water haVing been shut off last summer 10 times within a three­

month period, without notice. Another consumer complained of being 

without water ~cept about one-half dozen times· during each recent 

'Winter from Nove'llb~r to April. Another cons'l.'lmer had a sick wife and 

was without water for $2 days at one time. Another complaint o! 

oily substances in the water since 194$ was entered. 

Applicant's Statement Regarding Service Conditions 

Appli cant's wi tnes.$) E·. R.. Cap staff , stated that most of 

the service conditions complained of were 'in one or two certain areas. 

He further stated that the poor service conditions could be corrected 

by the lowering of mains· and at rather nominal cost,and that such 

corrections would be undertaken immediately. 

The record shows that in Case No. 5010 applicant, as 

defendant, in a complaint by Arrowhead Manor Country Club, Inc., and 

Arthur L .. Harris, regarding poor water service and impure water, was 

ordered in Decision No .. 433'59, dated October 4, 1949" to improve 

service conditions and report to the Commission its progress. in 

effecting such improvements. Applicant's manager stated that he had 

never received a copy of the Commission's order, and had no knowledge 
of.it. 

Rates 

Applicant's present rates, as noted hereinbefore, were 

established by Decision No .. J9396, dated September 10, 1946. 
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The following tabulation is a comparison of present rat~s 

with those proposed in the application, and with those authorized to 

be filed' by the order hereinafter. 

Com~rison of Present, Proposed and Authoriz!d Rates 

AnnualFlat Rates 
Present Pro2osed Authorized 

Por household residential use only, 
paya~le on or before March 1st· of 
each yea:I:' •••••••••••••••••••••••••• $18.00 

For .each single family residence 
or for the first unit of multiple 
housing. \l!l.i t s " ..................... . 

For each additional residence, 
living quarters, flat or apart~ 
men~ on the same premises •••••••••• 

$ - $ -

40.00 27.00 

25.00 22.00 

Annual Meter Rates 

Quant~ty Rates: 

First 300 cu.ft. included in 
annual minimum charge of $18. 
Next 700 eu.:ft., per 100 cu.!t. 
Next 1,000 cu.ft., per 100 cu.ft. 
Over 2,000 cu.£t., per 100 cu.ft. 

Per Meter 
Per Month 
Present 

$0.35 
0.25 
0.15. 

First 4,500 eu.ft. or less 
Next 1,;00 cu.£t., per 100 cU.:f.'t. 
Over 6,000 cu.£t., per 100 cu.£t. 

Per Meter Per Year 
Proposea Authorized 

$40.00 
0.40 
0.30 

$27.00 
0.35 
0.25 

Although applicant owns and maintains nine tire hydrants on 

its system, no charges to any public body for their use is made.: 

Earnings 

Applicant's consulting engineer witness submitted as 

Exhibit No. 4 a report on applicant's. operations and earnings, and a 

Commission staff engineering report was submitted as Er~1b1tNo. 5. 

The following taoulation summarizes the earnings information con­

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

and for the year 195·5 estimated at present and pro·posed rates. 
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Summary of Earnings 

:Year 1954: 
:Adjusted : : 
: Present : ____ ----~y~ea~r~1~9~5~5--E~st~i~m~~.~~e-d~~~---: . .. : Rates·: Present Rates : Proposed Rates 
: Per PUC : Per Co. : Per ~UC : Per Co. : Per puc : 

: ______ ~I~t~~~ ____ ~:_E_xh~.~5 ___ :_E~xh~._4 ___ :_E~Xh~._5 __ ~:_E~xh __ ~_4 ___ :_E_xh __ ._5 __ : 

Operating Revenues 
Operating Expenses 
Depreciation 
Taxes 

Subtotal 

Net Revenue 
Rate Base 
Rate or Return 

$2,096 $ 2,054 $2,096 $ 4,295· $4,295 
2,l45 2,135 2,145· 2,l35 2,145 

449 661 449 661 449 

2,~~§ j,iti 2,$*§. j,5~l 2,~ 
(757) 

6,k.OO 

(Red Figure) 

(770) 
6,200 

760 
11,201 

6.$% 

1,337 
6,200' 
21.~ 

'!'he record shows that applicant's books of accounts have 

been improperly and inadequately kept· and could not be relied upon 

for the purposes or. the instant applieat~on. 

The major differences between applicant's estimated earn­

ings for the year 195$ and those of the staff are in depreciation 

expense and reserve calculations, federal income tax expense, and 

estimated rate case.. Th~ staff calculations of depreciation expense 

and reserve and federal income tax appear to be more sound than _L--­
those of applicant> and the staff estimat·es will be; and hereby are, 

adopted as reasonable for the purposes of this proceeding. 

. Applicant f s average fixed. capital in ~e for the- year 1955 

estimated amounts to approXimately $52,000. However, contributions 

in aid of construction amounted to an average of $lS,500, and con­

sumers advances for construction amounted to an average of $9;500. 

These amounts were deducted from fixed capital in determini:'l.g at rate 

base. In addition thereto, the staff made an adjustment of $13 ,.400 

for the overdevelopedport1on of the water system. The appraisal of 

the water syst.em submitted by applicant's engineer shows about 35-,300 

feet of distribution mains. to serve approXimately 63 service connec­

tions in the originally certificated portion of the system.. Of this 
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total footage, the starr has considered 9,450 reet or 150 reet per 

consumer as reasona.ble. The stafr treatment of this it'ern of .fixed 

capital, together with the related depreciation reserve treatment, 

appear to be reasonable and will be, and hereby are, adopted tor the 

purposes or this proceeding • 
. ' 
,II., 

The starf estimates of operating expenses likewise are 

adopted as reasonable. 

Conelusion 

It is evident that applicant cannot continue to operate at 

a loss under the present rates, and that it is in need of financial 

relief. However, the rates proposed in the application, which would 

produce a rate of return of 21.6 ;'per cent are considered to be 

excessi ve, and a new schedule of ~rates w:i:ll be authorized to be filed. 

The authorized increas'e of the annual flat rate i'r'om $18. 

~o $27 for the first resident:ia!J. 'unit and to $22 for each additional 

mlit served from the same serV:rc'e connection will produce estimated 

gross operating revenues of $3,35$, and net revenue of ~492. When: 

such net revenue is, related to an estimated. deprecia'ted rate base of 

$6,200, hereinbefore adopted as reasonable, a rate of return of 7.9 

per cent will result. This rate of return is found to be J":uS't and 

reasonable for this proceeding. 

Applicant is put on notice that the rates authorized to be 

filed are contingent on its correcting the de£iciencie's !r.. s'erviee 

complained o£ at the hearing. The order which £ollows will provide 

that applicant shall carry out an improvement program. and file 

monthly reports of its progress in correcting the ser'Vi.ee deficiencies, 

complain~d of at the hearing, including monthly repores: o:£' a.ll serv­

ice interruptions. 

Should service conditions not be materially improved within 

t 

a 12-month period, the Commission will reop.eXlrthis proceeding". and; /' 
, . . 
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re-examine the rate structure in the light of ser,vice conditions 

then prevailing, and make such further order w1threspect to rates 

as may appear to, be proper. 

o R D E R '--------
Application as ~bove entitled having been filed,'p~bli¢ 

,',' 

I' " 

hearing having been beld, the matter having been submitted, and noW' 

being ready for decision, 
'l.', ,. 

','L,' /';J 

;.!.', ' 

'. ' .. , ",' , . '. '," 

IT IS HEREBY FOUND AS A FACT that the increases in rates 

and charges authorized her,ein are justified and that present, rates 

in so far as they'differ from those herein prescribed are unjust and 

unreasonab:le;' therefore) 
, , 

IT-IS' HEREBY ORDERED as follows: " • ", ,I 

. 
l.a.. That applicant be', and it is, au~horized to, tile in 

quadruplicate With this Commission, after the effec­
tive date, of this- order) in conformity with the 
COmmiSSion's General Order No. 96; the SChedule of 
rates shown in Appendix A attached hereto, and on 
not··.les$· than five days' notice to the Commission and, 
to the public to make such rates effective for serv­
ice rendered on and after., S<!ptecber 1, 195$. 

b. That within thirty days afte~ the effective date of. 
this order, applicant shall file with this Commission 
four sets of up-to-date rules governing customer rela­
tions, together With four. ,copies of a tariff service . 
area map acceptable to the Commission" in con.f'ormity, 
With the COmmiSSion's General Order No. 96. Such rules 
and tariff s,ervice area map shall become effective upon 
five days' notice to the Commission and to the public 
after filing as hereinabove prOvided. 

c. That applicant shall file with this Commissionw1thin 
forty days after the effective date of this order, 
four copies of a comprehensive map, drawn to; an 
indicated. scale not smaller than 200 feet to the inch, 
delineating by appropriate markings the various tracts 
of land and territory served; the principal water pro­
duction, storage and distribution facilities; and the 
location of the various properties of applicant. 

2. That applicant shali base future accruals to'- the reserve 
for depreciation upon a spreading of the original cost 
of the, plant, less estimated net salvage and deprecia­
tion reserve, over the estimated remaining life of the 
property; further,applicant shall review such accruals 
when 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 submitted to 
this Commission. 
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3.a. That within ninety days after the e£f'eetive date 
of' this orcier, applicant shall complete the improve­
ments to it$ water systemref'erred to in the preceding 
opinion o! this order, as follows: , 

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

(2) Eliminate the other service deficiencies 
complained of at the hearing. 

b. That on the twentieth day of the month after the 
e!f'ective date of' this order, and on the twentieth 
day of each month thereafter until completed, 
applicant shall rile with this Commission a written 
report stating in detail the progress made toward 
completing the relocation and lowering or mains 
and elimination or other service deficiencies 
required by subparagraphs 3.a(1) and 3.a(2) above. 

4. That on the tenth day of the month after the effec­
tive d.ate of this order, and on the tenth day of' 
each month thereafter for a period of' twenty-four 
months, applicant shall file with 'this Commission 
a written report listing each interruption to water 
service to any customer which occurred during the 
previous month and. which was caused by failure of 
the water supply, pumps, or distribution mains, 
sta~ing in such reports· the reason for each failure 
and the steps taken and proposed to be taken to 
eliminate repetition of such service" interruptions 
to customers. 

The effective date of this· order "shall be twenty days after 

the date hereof. 

~ed.at __ &_lll1_Fran;;..;;.;;;;.;.;C'J;.:.:.·~~?,--___ , California, this / t2 Zh.. 
day of -.JbL~"-o;I1~~:------' 1955. ~ 

Cciiim1ssioners 

-8-

J. 
/ 



A-35930 ET 

APPL'ICAsILITY . 

APPENDIX A. 
Page 1 or 2. 

Schedule No. 1 

Applicable to all metered. water ,erv:ice rurni:shod on an .annual 'l>a.:si:J. 

TERRITORY 

The unincorpora.ted a.rea. compri:sing Tract:!l Nos. 1921, ~ and. 2Bge" 
a.pproximately.one mile south or Lake Arrowhea.fi .. San Bema.rdino County.~, 

RA'F...$. 

Annual· ·~\lantity Rates: 

Fir'st "4,500 cu.!t. ar les~ ••••••• .......... " ••••••••• 
Next 1~500 eu.ft." per 100 eu.rt ................... .. 
Over 6"OOO.cu.t't ... rer 100 cu.1't .................... . 

Ar.lnual]ldn;; nullQ Charge: 

For 518 x 3/4-incb. meter ............................................ .. 
For ~/4-inch meter •••••.•.•••.•.•••.••••..• ~. 
For l--inch rDeter • .-." •.... '.' ..... " ....••.••• ~ • 
For l-l/2--iDeh meter ............. ' ................ '.' .. 
For 2 .. ixlch xrcter ••• " _." ... ., • ., " • __ ...... ., .•.•.• 

The Annual l·.:i.nimum Charge will entitlo tho 
customer to an llnnual q\l.Qtltityof water which 
that min:hnum cha.rgo will purchase a.t tho 
ArlnuaJ. Quantity .aa.tez. 

SPECIAL COr:OITIONS 

" 

, 
Per Meter ' 
per Ye::~r 

~Z7.oo 
.35 
.25 

$27 .. 00 
35.00-
45.00 
60.00 
80.00 

1. The above annual minjmum charges are d.ue and. paya.ole in advance 
on the anniversary or the date upon which eIoervice wao commenced.. 

2. Meters. will be read ClU4rterly a.lter the date upon 'Which ~ervice was 
eommeneoci, and.\<\Iitb1n tell days thoree.tt.er, 'bills will be renc1ered f.or cbs.rges 
ba:5ed. upon water used. 1n excees o£ the quantity allowed tor the a.nm.:I4l mjn1num 
charge. 

~. Serviee 'will not be 1'u~hed or continued 'WXior th~ :sched.ule when 
the annua.l eharges at mter rates are e~1mated or .t'O\Uld by utility to be 
less than under nat rates •. 
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APPENDIX A· 
Pa.ge 2 or i 

Schedule No ~ 2 

ANNUAL R.F.SID~'JTIAL FLAT kP. TE 5~mCE --
APPLICABn.ITY 

Applicable to all water sei-v'iec i'urniohed to r~$idential customers' on -
an Wlal nat rate ba.~1S: 

TERRITORY-

. " ~.Uilincorporated ~ea compri:Jing Tracts Nos. 1921" 2.423 am 2898; 
approx1m&tely one mile ~uth o~ Lake Arrowhea.cl" San Sern.a.rd.1x» County~ 

RATES-
Per Service COnnection 

per YCB:r·--· 

For one si~e-tamily residence ~ 
or residential 'Ill'lit ... ;;; ~ ~ ~ ~ - ........... __ .... ".0 _,. $27.00 

For each additional siriSie~iamily rosidence 
or res1d.entislunit served from the 
zame servico connection ~~~~~~~~~ ..... ~.......... 22~OO 

SPECIAL-CONDITIONS 

l~ The a.bove aIlIlUal residential nat ratc!)s are due an:t p~ble in 
ad.v=e on the armiversarY ot the dAte upon which service wa.s cOl'Dll'lcneed~ 

2~ All service not covered. by the above cl.a.~itications w.Ul 'be 
furnished o1'lly on a. lIOtered bMis. 

:3~ Meters will be installed. at option ot ut:U.ity or c~ixler tor above 
classi1'ications" except that ~rvic:o will not be .furn:Lshec1 or continued. at 
meter rates a.t the request of cU:Jtomer when the a%lZlUal. charges a.t such rat.es 
are eZt,ima.ted. or round by utility to be les:J than un:.er tls:t rates. In the 
event a !reter is installed at t.ho requ~t. d: cu~tomer" service thereunder 
'Will be rendered only on the 'ba.~i:s of Schedule No.1" AnnUal General l'~red. 
Serviee ~ and mu~t 'be continued. a.t meter rates tor not lcz~ t.b.1in 12 months 
before it may again 'be cha,nged to nat rate :service" except as otherwiSe 
provided for in this special condition. 


