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Decision No. __ ~_,_..)_,-_. ' __ 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of ~ 
ERNEST E. HANSEN:. doing business as 
MEADCMBROOK WATER ASSOCIA'XION~ for Application No. 40887 
authorization to increase its rates 
charged for water service. ~ 

Charles W. Drake, consulting engineer~ for applicant. 
Russell Alt wickizer~ attorney~ for a group of consumer 

protestants; Clarence E. BoSle; William Cahill; 
Anthony J. Corcoran; A. M. empsey; Cecil M. KooA~; 
Mrs. o. T. Mercer; Mrs. R. t. Patterson; lames~. 
Preston and Madeline Preston; Mrs. Herbert Ross; 
E. C. Tiffany; Jack Wilker; J" waIlace; Mrs. Molly 
vidag~; in propria personae~ protestants. 

Donald B. Steger, for the Commission staff. 

OPINION ----_ ... -• 

Ernest E. Hansen, an individual~ doing business as Meadow­

brook Water Association, by the above-entitled application~ filed ~ ....-
February 25, 1959~ seeks authority to increase bis rates for water 

service in Tracts Nos. 3044, 3224, and 1944, in 1.mincorporated 

terri tory of San Bernardino County in the San Bernardino Mountains 

on the north side of Rim of the World Drive just west of the Lalce 

. Arrowbead turnoff. The gross annual increase requested is $2,890 

based on estimated operations for the year 1959. 

Public hearings were held before Examiner Stewart c. Warner 

on June 30 and July 1, 1959, at Lake Anowbead. About twenty-six 

customers appeared in protest, and letters also protesting the appli­

cation were received from eight customers and noted for and read 

into the record. An at1:l0rney appeared for a group of C01lSlJmer 
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protestants but withdrew his appearance. The matter was submitted 

subject to the filing of late-filed Exhibits Nos. 4 and 5 by July 7; 

1959. Such exhibits have been received, and the matter is now ready 

for aecision. 

General Information 

Applicant furnishes water service throughout its service 

area which was delineated by Decision No. 35108, dated MarCh 10, 

1942, and Decision No. 38149, dated August 14, 1945, in Application 

No .. 24524. Said axea was expanded and authority to increase rates 

was granted by Deeision No. 41133, dated January 19, 1948, in Appli­

cation No. 28725. Additional authority to increase rates was granted 

by Decision No. 46320, dated Oetober 23, 1951, in Applieation 

No. 32612. Applicant's service area eomprises the entire 80 acres 

of the N~ of the NW~ of Section 28, T2N, R3W', SBB&M, as shown on 

the map, Exhibit No.8. It includes 410 lots in Tract No. 1944, 18 

lots in Tract No. 3044, 51 lots in Tract No. 3224, and a 22-acre 

parcel owned by the Lutheran Laymen's League. Of the total of 479 

lots, 100 remain unsold and are owned by the applicant. Water 

service is now furnished to a total of 93 customers, of which one 

is in Tract No. 3044, one is for the Lutheran Church, and the bal­

ance are in Tract No. 1944. Of said total, 51 are metered customers, 

and 42 are flat rate customers.. The record shows that approximately 

26 customers are permanent year-1'ound residents, the balance being 

week-enders and vacationers. 

The sources of water supply comprise four wells with a 

total production capa.city, with the presently installed pumping 

equipment, * 40 gallons per minute. The water from the prineipal 
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source of supply, applicant's well No.2, is discharged from said 

well into a sump (designated by applicant as well No.1) from which 

water is boosted into the distribution system and to a lO,OOO-gallon 

high-level storage reservoir. Water from applicant's well No. 4 is 

pumped directly into the distribution main but its production is 

automatically controlled by the level of water in the storage tank. 

The production from well No.3 is manually controlled and said well 

is used for stand-by puxposes. Applicant's pipe-line distribution 

system comprises 21,700 feet of l-incb to 2~"'inch mains, which are 

not interconnected into a recirculating system, and there are many 

dead ends. Water service is furnished to seven fire hydrants for 

Which rental is paid to the applicant by the Arrowhead Fire Protec­

tion District. 

The record shows that in the past, applicant's operations 

have been unsatisfactory due to frequent water outages and low pres­

sures, but at least for the past year such operations have greatly 

improved and there have been no shortages of water, and pressures 

have, for the most part, been maintained at satisfactory levels at 

all times except during periods of peak demand on the water system 

over holiday week ends when mountain cabins are 100 percent occupied. 

Applicant's filed tariffs restrict the use of water to 

domestic household purposes only. Such uses have been defined by 

the applicant to include, however, the use of water for plants and 

shrubs, and in the case of the two churches served in the area, the 

watering of their lawns. 

Rates 

Applicant's present rates were established by Decision 

No. 46320, supra, and became effective December 1, 1951. Said rates 

are on an annual basis, payable in May of each year • 
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Applicant, by the instant application, pIoposes to 1uaease 
the annual flat rate for each single residence on a lot from $40 to 

$66~ and to increase the annual meterod rateS correspondingly as 

shown in the following comparative tabulation: 

guantity Rates: 

First 4000 cu. ft. or less ••••••••••••••• 
Next 2000 cu. ft., per 100 cu. ft ••••••• 
Over 600CI cu. ft., per 100 cu. ft. • .•.•• 

Minim~ Cb"rE~: 

For 5/8 x 3/4-inch meter ••••••••••••••••• 
For 3/4-tnch mete~ ••••••••••••••••• 
For l-inCh meter ••••••••••••••••• 

?er M~ter Per Year 
PreS~1t Proposed 

$ 40.00 
.60 
.40 

$ 40.00 
55.00 
65.00 

$ 66.00 
1.00 

.65 

$ 66.00 
90.00 

110.00 

!he .annual mini.tm..""!l cha.:rge will e!!.title the customer 
to the ~tity of wn~er which that ~alual minimum 
charge will purChase at the annual quantity rates. 

The record shows that applicant's p~actice is to observe 

the water-use habits of customers and to install a meter when he 

believes such usages would exceed the minimum allowable usage of 

4000 cubic feet per year. However, the :ecord further shows that 

of the 51 meters installed, only 12 or 14 metered customers exceeded 

the minimum usage during 1958. 

Many week-end customers felt that a rate should be de-

signed to provide them with a lower mnual cost because of their low, 

intermittent, and infrequent water usages. 

Earnings 

The applicant, through his consulting engineering witness, 

SUbmitted, as Exhibit No.3, a report on his results of operations 

for the year 1958 recorded and for the years 1958 adjusted and 1959 

estimated at both the present and proposed rates. 'Ibe Commission 

staff submitted, as Exhibit No.6, B. report on applicant's 
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operaticlns for ~"le same periods. The earnings data contained in said 
, 

exhibits: is summarized and compared in the following tabulation. 

Also shCIw, arc. the results of operations' earnings data hereinafter 

adopted as reasonable for the purposes of this proceeding. 

SUMMARY 9! EARNINGS 

I Year I y'ear 1959 Estimated 
J 1958 ' I 

'Recorded' Present Rate3 ' Proposed RAtes 1 
tper PUC f Per Co. IPer P.U.C.' Per Co. 'Fer F.U.C.' 

Item , Ex. 6 t Ex.,3 ' Ex. 6 1 Ex,:3 ' Ex. 6 'AdopteCV 

Operating Rovenues 

~ra.tirl8 Expenses 
Source of SuppJs 0 SO 0 50 0 
Power & Pump:1ng 123 1,,020 l70 l,,020 l70 
Tr3l:l.:S. &: Diatn. 371 l"ooo 390 l"OOO .390 
~t. Ale & Coll. 0 430 0 460 0 
Genera.l 

$ l"m ~,900 11S~0 1.2QQ 118~O 
SubtotaL $ 4,,400 ~ Z"UO $ 4, 430 $ 2,,410 $ 3,,220 

Depreciation 2, 651 910 610 910 610 750 
l'sxee - other S9 290 230 290 230 250 
l'axes - In.eome 0 0 220 ;l10 820 600 

l'otal. Oper. Expenses $ 4, 226 $ 5 .. 600 ~ 3 .. 470 $ 6,000 $ 4 .. 070 $ 4,820 

Net Revenue 27 (1 I Q20) 840 l,420 2 .. 970 2,220 

Ra.te Base 2:; .. 750 25 .. 240 2.'3 .. 750 25 .. 140 .3l,,650 

Rate of Return n.U 3.3% 6.~ ll.B% 7.0)% 

(Red Figure) 

The principal difference between the est~tes of earn~s' 

items submitted by the applicant and the staff is in the amount . l-­

of the allowance to the owner. The applicant claimed an annual ~ 

amount of $2,250 for his services as owner, manager and operator 

of the water system, and for his wife as office clerk, whereas the 

staff recommended that this amount be $1,200. The applicant also 

included allowances for pumping maintenanc~and higher amounts for 

o,ffice rent and outside accounting services. Applicant also 

computed depreciation expense with an allowance for obsolescence. 
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the record shows that the staff did not include an amount 

of operating expense for the cost of outside labor. Such labor cost 

for the year 1958 amounted to $266.65, of which $240 was properly 

chargeable to operating expense. 

Applicant testified that he had no plan to increase 

storage facilities but that he estimated the cost of an underground 

storage tank with a capacity of 200,000 gallons would be $ll~OOO, 

and the cost of a steel elevated tank of 50-100,000 gallons capacity 

would be $8,000. 

The record shows that both the applicant and the staff 

included in the rate base the estimated cost of installing two pipe 

lines which were to be located in 'tract No. 3224, and the staff also 

included the cost of one proposed pipe line in Tract No. 3044, none 

of which the record shows would serve any present or immediately 

prospective water customers. Applicant intended to finance the cost 

of such installations himself. 

Findings and Conclusions 

From a review of the record it is evident that applicant 

is in need of financial relief and that be has greatly tmproved the 

water service conditions in his system. 

The Commission is very conscious of the feelings of 

property and cabin owners in resort areas that they may be bearing 

a disproportionate burden in their water rates when they USe their 

properties only over infrequent week ends or for suxmner v3c,ation 

periods while paying an annual rate for water service. The Comm1.s­

sion is aware, however, of the fact that it is the cons1:ant obliga­

tion of the utility to provide water Service, on demand, at any 

time, and in any quantity for domestic use, and that this obligation 
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requires the water system proprietors to provide ell necessary water 

facilities. The owners of a water system are not in a position to 

select the periods of demand and usage by their customers, whether 

such periods be over week ends, holidays, for short or long vaeation 

periods, or during the winter snow and ice season. The owners and 

operators of the utility must be prepared to furnish water for 

customers' uses when requested. It is for these reasons that the 

annual rate bas been adopted by the Commission, not o~ly for the 

instant utility but for others in resort areas throughout California. 

It would be unreasonable to make any distinction in favor of wee~­

en<iars anci. vacationers as aga.inst permanent res1denUJ, or vice versa. 

It appears that in all fairness the staff estimate of 

salaries to be paid the Hansens should be increased from $1200 to 

$1800 per year for rate-making purposes, and that some allowance 

should be included for outside labor. It further appears that the 

cost of the capital included by the applicant and the staff in the 

rate base for the three proposed extensions into Tracts Nos. 3224 

and 3044 should not be so included and that the rates established 

he:ein.a.fter sbould not be based on the inclusion of such eost in the 

rate base. 

We find as a fact that the public int~rest requires that 

the applicant be ordered to install and construet a storage 

tank with a capacity of 100,000 gallons at an elevated position in 

wa.~e'r e.ys~em may be met a.t 8':1.1.. ti.'IllC&. :Lne1.udi.ng the poss:lble use of 

water storage facilities for emergency fire fiShting purposes» and 

the order hereinafter will so provide. A sum of $8,000 of added 
capital will be incl1Jded in the rate base for t:b1.s purpose and 
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depxeciation expense and income tax effect would be correspondingly 

included in the rate of return calculation. 

When the effects of the added allowances for and exclusion 

of operating expenses and rate base items have been considered;, and 

based on other estimates of rate of return components submitted by 

the Commission staff, which are bereby adopted as reasonable, the 

total net revenue after operating expenses, taxes and depreciation 

for the year 1959 estimated at the rates proposed in the application, 

will be $2,220; the depreciated rate base will be $31,650; and the 

resultant rate of return will be 7.01 percent; all as shown in the 

earnings tabulation heretofore set forth. Said rate of return and 

its components are hereby found as a fact to be just and reasonable. 

The Commission further finds as a fact that the rates and 

charges authorized herein are justified and that present rates inso­

far as they differ from those herein prescribed will, for the future, 

be unjust and unreasonable. 

Staff Recommendations 

A staff engineering witness recoc:m:r.ended, in Chapter 10 of 

Exhibit No.6, supra, that the main connecting well No.4 to the 

water system should be interconnected with the l-inch diameter dead­

end main Serving Block 13 to improve the service in the southwest 

portion of the system and to provide added carrying capacity from 

the well to other parts of the system. He included the estimated 

cost of such interconnection to his estimated rate base for the year 

1959 whiCh bas been heretofore adopted as reasonable. This witness 

also recommended, in Chapter 12 of said exhibit, that a composite 

depreciation rate of 2.2 percent should be utiLLzed by the applicant; 

that a comprehensive map delineating 'the areas .md facilities of 
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applicant's water system be sUbmitted; that applicant's tariff 

sChedules should be refiled to reflect present day practices; that 

future. construction should be in accordance with General Order 

No. 103; that suitable measuring devices should be installed to 

determine the production of each source of water supply; and that 

the applicant should keep a record of all service complaints. All 

of suCh staff recommendations appear to be reasonable and should 

further improve water service operating conditions and pr~c~ices. 

The order hereinafter will provide that the applicant carry out· the 

staff recommendations. 

ORDER ------
Application as above entitled having been filed, public 

hearings having been held, the matter having been submitted and 'DOW 

being ready for decision, 

IT IS HEREBY ORDERED that: 

1. Ernest: E. Hansen) an individual, doing business as 

Meadowbrook Water Association, be and be is authorized to file in 

quadruplicate with the Commission, after the effective date of this 

order, in accordance with the requirements of 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 the public 

to make such ~ates effective fo~ water service furnished on and 

after septembe~ 1) 1959. 

2. ~·!ithin forty-five days after the effective date of chis ...,/ I -
order, applicant shall file to quaclxuplicate with this Commission, in 

conformity with the provisions of General Order No. 96, rules govern­

ing custOQcr relations revised to reflect present-day operating 
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practices, a revised tariff service area map acceptable to the 

Commission, and sample copies of printed forms normally used in 

connection witb customers' serv1cc3. Such rules, tariff service 

area map and fo~ ~hal1 beeom~ effective upon five days' noeice to 

ehe Comm~ss~n ~d to the public after filing as hereinabove pro­
vided. 

3. ~~ithin sixty days after the effective date of this order ~ 

applicant shall file with this Commission. four copies of a compr~hen­

sive map, drawn to an tndicated seale not smaller than 600 feet to 

the inch, delineat~ by appropriate markings the various tracts of 

land and ter=itory served, the principal water production, storage 

and distributiou"'facl1ities, and the loeat1on of the various water 

utility properties of applicant. 

4. Begtnntng with the year 1959, applicant shall determine 

depreciation exp~nse by multiplying depreciable utility plant by a 

rate of 2.2 percent. This rate shall be used until ~eview indicates 

it should be revised. Applicant shall review the depreciation rate, 

.. using the straight-line remaining life method when major changes in 

utility plant composition occur) and at intervals of not more than 

five years, and shall revise the above rate in conformance with such 

reviews. Results of these reviews shall be submitted to this 

Commiss ion. 

5. t-Yithin ninety clays after the effective date hereof, applicant ~' 

shall install and construct a storage tank with a capacity of 100,000 

gallons at an elevated position, and shall connect such storage tank 

to his water system, and shall within ten days after the complet1on 

of such installatio~ and construction report to the Commission in 

writing his compliance herewith. 

6. Applicant shall, within ninety days after the effective 

date hereof, interconnect the dead-end distribution main in Bloeks 
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11 and 12 leading from. well No. 4 with a l-inch diameter dead-end 

main serving Block 13 a.s set forth in the staff recommendation 

contained in Exhibit No. 6 and as outlined heretofoj:e in the opinion 

herein> and shall within ten days after the completion of such inter­

connection report to the Commission in writing his compliance 

herewith. 

7. Applicant shall, within six months after the effective 

date hereof, install suitable measuring devices to permit the 

determination of the production of each source of supply> and shall 

within ten days after the completion of such installations report 

to the Commission in writing his compliance herewith. 

8. Applicant shall carry out the staff recommendations 

relative to General Order No. 103 contained 1n Chapter 12 of Exhibit 

No. 6 as heretofore outlined in the opinion heretn. 

The effective date of this order shall be fifteen days 

after the date hereof. 

day of 

Dated at __ S_aJ1_F_rtt_,n_ci_sc_O ____ , California, this //..rh 

Commi::::::ionor :':0. t thew J. Dooloy. boing 
ncee::::::ar11y ubscnt. did not p~rt1e1pato 
1n the diSPo:::1t1on o! th1::: proeoe~1ng. 
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A PPLICABItI'I'Y 

APPENDIX A 
Page 1 of .2 

Seb.edule No. 1. 

ANNUAL GENERAL MET'ffiEtl S'ffiVICE 

Applicable to all metered vater service fUrnished on an annual basis. 

!];RRITORY 

The unincorporated area known a5 Meadowbrook Woods, located approxi­
mately tvo miles south of Lake Arrowhead, comprising the entire Nt of the 
NWt ot Section 2$~ 'I'o~h1p 2 North~ Range :3 West, San ~rnard1no Base & 
Meridian, San Be:rna.rd1no CountY' .. 

Annual Quantity Ra tea: 

First 4~00G cu.tt. or less ........................ . 
Next 2,000 cu.ft., per 100 cu.rt .................. . 
Over 6,000 cu.tt., per 100 cu.rt ••••••••••••••••• 

Annual Mi:c.1mum Charge: 

For 5/8 x 3/4-inch meter •••••••••••••••••••••••••• 
For 3/4-ineh meter •.•••.....•.•...••.....•.• 
For l-inch meter ••••••••.••.•••••••••••••• 

The Annual Minimum Charge will entitle the 
customer to the quantity of wter which 
thllt minimum charge 'Will purchase at the 
Annual Quantity Rates. 

SPECIAL CQNDITIONS 

Per Meter 
Per YeS;t 

$. 66.00 
1.00 

.65 

$.,66 .. 00 
90.00 

llO.OO 

1.. The annual min1mum charge applies to service d'UX"1ng the 12-month 
period commencing May 1, tUld. is due in advarlce. 

2. 'When the annual charge i~ paid in advance, cbarget'l for water U:!led. 

in excess of the allowance Ul'lder the annual minimum. charge may be billed 
monthly, bimonthl7 or quarterly at the option of the utility. 
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APPLICABnITY 

Q 

APPENDIX: A 
Page 1 of 2 

Schedule No. 1 

GENERAL METERED SERVICE 

Applicable to all measured water service rendered for household residential 
purpo,es only. 

TERRITORY 

Within the service areo. in unincorporatod. territory located approximately 
two miles south of L~e Arrowhea.d) known as Meadowbrook Woods and vicinity, 
San Bernardino County, and comprising the entire N~ of the NW~ of Section 28, 
Township 2 North, Range J West 1 San Bern.a.rdino Base & MeridUln. 

RATES -
Quantity Rates: 

First 4000 cu. ft. or less ••••••••••••••••••••••• 
Next 2000 cu. ft., per 100 cu. ft ••••••••••••••• 
Over 6000 cu. ft., per 100 cu. ft ••••••••••••••• 

Minimum Charge: 

For 5/s x314-ineh meter ••••••••••••••••••••••••• 
For J/4-ineh meter ••••••••••••••••••••••••• 
For l-inch meter ....................... " ..... . 

SPECIAL CONDITIONS 

The axmual minimum. charge will entitle the 
customer to the G,UIlntit:r of water which th.at 
amlual mimm",m charge will purchase a.t the 
annual quantity rat~s. 

Pe;t" Meter 
Per Year 

$ 66.00 
1.00 

.65 

$ 66.00 
90.00 

110.00 

1. The aml\lal mimmum. charge per meter for each year" ~ 1 to April JO, 
shall be due a:o.d payable on or 'before May 10 of that year and. it shtlJ.l become 
delinquent June 1. 

2. Meters will be read about the last d~ of August, November, Februa.%7, 
and April and" within ten (10) days thereafter, ea.ch customer ha.ving used wllter 
in excess of that quantity Which his annual. minimum charge will purehase, will 
be rendert1d 0. statement" p~able upon presenta.tion" which will show the meter 
rea.dings and the charges due. 


