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Decision No. _7~3;.c1:.;;;;9_7 __ 
-,. 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE ,OF CALIFORNIA 

Application of LAKE GREGOR.Y WATER ) 
COMPANY under Section 454 of the ) , 
Public-trtilities Code for authority)' 
to increase its public utility , ) 
water rates .. " - " , ~ 

Application No. 49165 ' 
(Filed February 23, 1967) 

I<naP?~ Gill,'R1bbert & Stevens, by 'tJyman c. Xnapp" 
for applicant. , 

Orville S. Pearce, for Landowners, Valley of the 
MOon, -interested party. ' 

Jerry :J.- I.evander, for the Co:mnission staff. 

o l? I N, ION - .............. -.~ ........ 

Appli~ant Lake Grego~ Water Company seeksautho41ty to 
. ~ i . 

increase rates for water service. 

Publ.ie hearing, waS held before E:caminer C3.tey in San 

Bernardino on September 12, :19G7~ Copies of the application had 

been served and notice of hearing had been mailed to: customers 
': 

and published, in accordance"'with ~b.is Commission's rules of:' 

pro=edureoo The matter was submitted- on Septe:nber 12, ,1967. 

Testimony on behalf of applicant was p=esented -by 

applicant's general superintendent, consulting. eng1Ueer' and two 
I', ' 

acco'tmtants. theCo~ss:to~sta.ff presentation was'1]Ulde,byan ' 

engineer and" an acco~tantoo ' 
" 

One customer testified. He stated that.his'investigation 

of rates of other sfmilar utilities indicates that the app~icat1on 

should be granted;. 

A ~otion was made on behalf oftandowners, Valley of 

the Moon, that ·tbegranting of any rate, increase· to, applicant, be 
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4eferred until agreement is reached regarding repairing of roads in 

applicant's service area. The dispute, however, is with an affili

ate of applicant, and ·does not relate to tl,e obligation of applicant 

to repair streets after installation or repairs of' maiM,. Under 

theseeircumstanees, tbemotion must 'be denied., 

Service Area and Water Sys.tem 
• • • ,I" 

Applicant's service area consists of some 1,160, acres of:' 

territory in S.a:c,' Bernardino County, located in the San Bernardino 

Mountains adj,acent to the Village of Crestline and surrOt.Ulding , 

Lake Gregory. It is primarily, a resort. and vacation c:ommunityoo 

Applicant's primary sources of water supply consist of 

14 horizontally drilled wells which tap springs in the" ar'~a.. ,A 
. 'I , ,'i 

supplemental supply is obtained from the nearbyCrestlineV!llage 

Cou:o.ty Water District (Dis.trict) .. · Water from Lake Gregory is 
'. , , 

processed throughDistrictf~ treatment plant beforeit·i$. de11yered 
, I. 

to District's c:ustomers, including applicant. 

Water from some of the wells flows" .and from odler wells 

is pumped, into storage tanks· located at various elevations 

throughout the service area. Water purchased, from, District is at 

sufficient pressure to serve the lower portions of'app11c.ant's 

system without being further pumped. 

The distribution system includes almost 40'miles of 

mains, rangillg in size from. 2-incb. to' a-inch.. There are approxi

mately 1,100 active service connections, about 17·'0£ which;;are 

metered, and ~e rest unmeteredoo 

, Service 

Staff Exhibit No. 2 states that no informal complaints 

regardiDg the service provided by applicant have been .rece1ved by , 
. ' , . . 
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the Ccmmiss~on during tbe last five years. Staff field investi

gations indicate that applicant's service complies with the 

requirements of General Order No. 103 .. 

Rates and Rules . 

Applicant's present tari=fs include rates for semiannual 

flat rate' residential service and semiannual metered service .. 

These rates became effective December 31, 1966 and', except for the 

change from annual payments to semiannual payments, were the same 

basic 'rates which had been in effect since 1959. Most of the rules 

included in applicant' t s tariffs were filed in 1941 and arel'somewhat 
, ,:i ' 

outmoded.. . I.' 

, Applicant proposes (1) to double its present 'rates, . 

(2) to return them. to an a:onual instead of semiannual basis , 

(3) to permit payment of annual flat rate and minimum meter charges 

in two !ns.tallments, and (4) to prorate the atmual 'bi.11 when a new 

customer commences' service. during the year. 

The following Table Ipresen~s a comparison of appli

cant I s present· and propos~d rates:;. 

TABlE I 

Colnparison !)f· Rates 
Present Proposed, . 

Item Rates 'Rates ' 

Annual* Metered Service' 

First 4,SOOff: eu.:ft .. or less .... ~ ................ . 
Next 2.200 cu.ft .. ~perlOOeu.ft~ ........ . 
Over 7,000' cu;.ft •. , per 100· cuooft.. .., .. oo ... . 

$24.00 
..30 
.20 

Annual * F1at Rate Serv.lce' " . 
Single-familyresidenee on one lot ........ . 
Additional $ingle~f.amily residence . 

on· same lot. .. •..••.• ~ ~ .•. ' ............ oO., .. · ... ' ........... . 

24.00 

18 .. 00 
* Present· semiannual. ra.tes are shown on an annual· 

basis for purposes of comparison. ' 
# Ineluded in'minimumcharge for SI8 x 3/4-inch 

meter. A gl:sduated seale of increased minimum 
charges is pr~v:[ded forlargerme'terft • 

. -3-' 

$48.00 
.60 
.. 40 ' 

48' .. 00 

36.00 
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Results'of Operation 

Witnesses for applicant and the Commission staff have , 
analyzed and estfmated applicant's operational results. 

'in Table II~ fromEXh1bits Nos. land, 2, are the estimated results 
;: 

of, operation for the test year 1967', under 'present rates, and under 

those proposed by applic'ant. 

TABLE II 

Estimated Results of Operation: Test Year 1967 

Item -
At Present Rates, 

Operat,1ng',.RevenUes 
Deductions.' :", , ' , 

operating"Expenses 
Depreciation 
Taxes Other"rb.a:n' OD ' Income 

, Subtotal 
Income "Taxes 

Total 

Net' Revenues:' , 
Rate~,Base, ,',', 
Rate of Return' ' , 

, , 

At Rates Proposed by, Applicant, 
." ., 

Operat1ng:Revenue ' 
Deductions -,'" ' 

EXctUd!ng."Ineome ,Taxes 
IncOme 'Taxes' , 

total 
. ,. ' 

Net ~eriUe.1 ' 
bte Base·, 

, Rate', of Return 

(Red Figure) 

Staff Applicant 

$ 27,820", '$ 28,285 

31 '860, " ' ' , , 

6- 820" , , 

5,790> 
44,470, 

,100;, 
44,570, 

$ 55 7 720 
. ..' 

44,470/ 
2',80(), " 

47 ~270, 
, . ;:<,' 

8 450,> , " , 

154,700:: 
5 • .s~" 

36,015 
7,558 

, 5,048 

, .,' 

48,621: 
1.138: " 

49,75~~' 

5,467, 
154',·260:" 

3.541. 

The principal differences between the estimates' presented 

by the applicant and those presented by the Commission staff are in 

operating expenses and depreciation. Inasmuch as the rate of 

return is not exeess1ve~der either applicant's or the staff's 

estimates, there is no need,; to, discuss or resolve the d1f·ferenees. 
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DEPreciation 

Although,the level of'depreciation expense and reserve 

are not issues; of sufficient" magnitude to affeet the decision on 

the requested water rate incre.ase~ the initiation of remaining-l:f.f~ 

depreciation as recotmne1ldedby th~,staff warrants a determination 

of the proper starting point and rates for future accruals. " U~ing 

the figures for gross pl<mt!' salvage!"total life and average' age 

of depreciable plant items set fort~ in Table 3~A of the staff's . ' 

,EXhibit No. 2~ the depreciation reserve requirement as of 

January 1 ~ 1967 is not, si&nificantly different from the' book 
. , ,I 

, ",I 
reserveo£ $127,159.'Applicantdidnot raise any objections to 

the' future use of the accrual 'rates recommended' by, the staff. 

Tbe staff recommendations regarding remaiuing life depreciat:ion 
I, , 

are ::adopted in the order which follows ... 
", 

Tariff Violations 

The Commission staff investigation disclosed that 

applicant has served two'nonresidential customers at flat rates 

and has extended some of its distribution mains without entering 

into main extension agreements. One of the nonresidential services 

has already been metered and' the: o:der ,which follOW's r~1res, 
. " . . 

, ' , 

applicant to corre:ctthe. otherviolatiollS' of its tariffs ... 

Findings and Conclusion 
, , 

'XheCommission finds that: 

l.a. Applicant is. in need of additional revenues. 

b. The estimates presented by applicant and by the 

Commission staff, of operating revenues, opereting expenses and 

rate base for the test year 1967 indicate the probw1e range of 

results of appl.ieant's operations for 'the 'near future •. 

-5-
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c. A rate of return of from 3 .. 5 to 5 .. 5 percent on, .applicant's 

rate base is not in excess of a reasonable return .. 

d. The increases, in rates and charges authorized herein are 

justified; the rates and charges authorized herein arere~onable; 

and the present rates and charges, insofar as they differ from 

those prescribed, herein:J are for the, future unjust and uxu:easonable .. 

2. Applicant f s ?res~nt rules differ from. those currently' 

being authorized for sil1l11ar utilities. 
, ',I 

3. Applicant's present rates, and those authorized herein, 

permit flat rates for residentialserviee only. 

4. Applicant's tariffs require that it enter into a main 

extension agreement ,with tbe party requesting the extension for 

all extensions of distribution~ns to serve new customers. 

5. The straight-line remainiDglife depreciation rates' 

set forth in Exhibit No .. 2 are reasonable for ~plicant's plant .. 

6. The dispute between I..andowners:J Valley of the Moon, and 

an affiliate of applicant, concerning road repairs" does not 

relate to applicant's public utility obligations aD:d rates. 

The Commission concludes tbit the application should be' 

granted and that:applie.a.nt, should be authorized" and,directed' to 

take the,: actions set forth iu the order which, follows~ " 

ORDER ....... - - -.-. 

IT IS ORDERED that: 

1. After the effective date of this order, applieant ~ 

, Gregory Water Company is authorized to file the new .and revised 

r<=.te schedules attached, to this order as Ap:?Cndix A and concur

rently to cancel its present, rate schedules. Such fil1ng.shall 

comply with General Order No. 96-A. '!he effective date of ,the, 

revised schedules shall be four days after the date of, filing .. 
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the revised schedules'shall apply only to service rendered on and 

after the effective date thereof. 

2. Within forty-five days after the effective date of this 

order, applicant shall file appropriate revised general rules. 

Such filing shall eomply with Ceneral ,Order No. 96-A. The' 

effective date of the revised, tariff sheets shall be ,four clays 

after the date, of'£iliDg. 

3. Within' forty-five days after the effective date 'of this ' 

order, applicant shall install me'ters on services of all non

residential customers, and shall file in this ,proceeding written 

notification of compliance with this requirement. 

4. Within forty-five days after the effective date of this 
, 

order, applicant shall seck to'enter retroactively into main 

extension contracts for all prior extensions which are not 

covered by cClltracts :tn accordance with applicant's tarif~s, and. 

shall file in this pr~eed1ng a written report (a) l:Lsting th~ 

contracts executed:t (b), explaining my failure to execute con

tracts for all extensions, and (c) showing the resulting'revision 

, in applicant T s Account 241, Advances for Construction. 

5. ' For the 'year 1967 ,applicant shall'apply thedeprecia

tion rates set forth in Table 3-A of Exhibit No'.Z. ',Until review 

indicates otherwise, applicant shall conti.nOO to use ~ese rates .. 

Applicant shall review its depreciation rates at'1ntervals, of 

five, years and whenever a major change in depreciable plant 

occurs. Any revised depreciation rates shall be determined by: 

(1) subtracting the estimated future ,net salvage and the 

depreciation reserve from the orig~al cost of plant; (2) dividing 

the result by the' estimated, remaining life of the" plant; and 

(3) dividing the quotient by the original cost of ,the'plant. The 
.,' 
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result of each review shall be submitted promptly to the 

Cotmnissi01l. 

6.:: The motion of Landowners, Valley of the Moon" for 

deferral of a decision herein is denied. 

The effective date of this order shall be' twenty days 

after the date hereof. 

, 1i D3eed at __ u&lW.n ... l'zm.li'.lloito...undo:./,ls:iA;c,g"o ____ , California,. this 

,! 'l day of _' ~1oW..I..:~u..-.;;;;; 

".,es, ,t~ , ' ' % 
~/, 
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APPLICA BItITY , 

APPENDDC A 
Page 1 or 4 

Sehedule No. lA 

A~mrrAL METERED SERVICE 

'" 

(X) 

(C) 

Applicable '~aJ.l met.ered water' service f'urDislled on an annual (T) 
basis. . {T) 

TERRITORY 

Lake Creg0t7 and vieinitY', san Berna.rd1no County ... , (T) 

Per 'Meter 
Per :Year ,,' (C) 

A%mUDJ. Quantity Rates: 

First 4,800· eu.:t:t. or . less ................................ $48.00 
Next 2,200'cu.ft _, ~' 100 eu.f't. • ........ oo.. .. .. .. • ' .60' 
Ov<rr 7,COO euooft.,per 100 eu .. f't,. • •••• ••• ••••• .40 

'i . 

Per'lI18ter' 
Per Y(lBr', 

Por 5/8 x3/~1neh mElter ....................................... :t{4S'.OO' 
For 1-1nch~· •••••••••••••••••• ,..... ~.OO·~ 
For li'-1neh'meter ........................ _,W.. 20.00' 
For.,· 2-1%lch· meter .................. - ••• e.. •• 120: .00' 

The Annua.l.tl~ Charge v1ll ent1t.le the C1lZ'tO::nor 
to· the q:all,ntityof''Ws.tor 'Wbieh the a.nnual m1,,1mum 
eharge ,\dlll'UX'ehase a.t, thoAmual Quantity Ra.te~'. 

SPECIAL CONDITIONS . 
/' 

1. One-half" of' tho AtIn'Ual X1njml',lm Charge ::;b8.ll ~ due 8.l:ld' ; 
payable 00. or bef'ore JfJJl'lJl3.ry lO, a:o.d sball 'beecme delixlquent. 
Februa.-Y 1 of' that yee.:r..'l'he rema.1n1ng one-lla.l1" ¢!thc AD:DllO) 
Minimum Cbarge, shall 'be due and payable on, or be!oX"e, J~ 10" ,8.X)tJ. 
sb.s.ll ~come dolinquent August 1 or tb.e.t year. 

( Continued) 

(I) 
j . 

(I) 

(C) 

(I) , 
I , 
I I 

(±r 

('1') 
i 
t· 

('1') 

(C) 

I 
I . 
i 

(C) 
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APmmn:A 
Page 2 of 4 

Schedule No. lA 

ANNUAL METERED ~ . 
(Continued) 

SPECIAL CONDI'l'IO~5 (Contd.) 

2. The open1l:lg b1ll for metered :lerviee, except upon convorsion 
frcm nat rate service, shall be tho oato.bl1sbed tlm"J.ual ma1mmncbarge 
for tho sorvico.. Where, i:cit1al :rorv1co is established. ·after tho first 
day or~y year, the portion or such a.n:ouelcharge applicable to the 
eurNnt year shall be deter.n1ned. by multiplying 'the armuaJ. cbarge by 
one three-h'.m4red-sixty-1'1£th (l/365) or the Il'I.lIIlber or days remaining 
in the calendar year.. The 'be.l.ance of the ,aym<mt or the imt1al 
axro.\lO.l chargo shall be crcd1ted aga.1nst the charges 1''''1: . the '3UCeeed1xl.g 
axro.ual per1o<i. If service is not continued for at loc.st one'year 
a!ter 'the date of 1ll1tial servico, no re:f'und of the 1n1t1.al amm.aJ 
charges shall be due the customer. . ' 

'j... Multiple dwolling projects ~ated a:s a s1ngleen.terpr1se 
mn.y be ~ed. through a singlo mo.ster :netor.. A separa.temoter is, 
required ror eaeh eommercis.lestt\blisbmont. ' 

4. Moters will be road on ,or a.bout the last .day or Y.a.reh, June, 
September and' December, and within ten (10) days ther~ eo.eh 

(N) 

I 
l 
1 
! 

I , 
i 
I 

j 

(~) 

customer bAv1ng usocl· ",s:ter, in exCe:J3 or tha'tq,uant1'ty 'Which'its Almual (or) 
Mini:m1m Charge 'Will purcl:laso, 'Will be 'rendered a statement,.'''I'\A,ya.ble I z-- ; 

, upon prezontation, "'h1ch'\lill shOW' theme'ter rMdfngs tIlld" the' 'charges . 
d.ue at the annual: q,uant1ty, rllt~. . . . (1-) 

'. ' 

'" 
~ ... 
h' I 

1 

I 

., 
I, 
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APPENDIX A ' 
Page:3 ot4 

.e, 

Sehadule No. 2RA (1') 

PJ.'NUA.L .;.;R;.;:.~..;.:~ID::.:.;;;EN'I'~I.o.=L ~ ~ SERVICE (C) 

APPLICABILITY " , :[ 

Appl1es.ble- :~o all, tlat rate rosidentialwe.ter sorv1~ !urr.liGhecl (1') 
on an 8.IlXX\:I8.1 ba.~i:J. . (1') 

TERRITORY 

le.ke Gregory andv1e1n1ty, San B~d1no County •. 

~.' 

Per Ser.v1ee· Co%mgetion 
. Per Yonr· 

For a sillgle-tom1lyresident1al ~t,.. 
includ1ng prem1:J.e.s. e .... e ... e, ....................... .. 

For eaeha.dditional single-£a:n1ly 
residential unit on:the.same premises 
and,. served ,!'rom, the same· service 
eO%l2leetioD ••• • ' .' • • e ............. ............ . 

SPECIAL CCN'DttIONS 

$48'.00 

: (T) . 

(c). 

t 
I 

(C) . 
(I) 

(C)-. 
1 

(C) 
(I) 

1. Thaabove flat rates app~ to a servicecoxmection not larger (N) 
than one inch in diameter. 

2. For ,ervice covered. by the above classification, it the 
utility so ele-ets, 8. meter sho.ll be installed and', service provided 
under Sehodule No. lA.,. AnnueJ.Metered Service, e1."f'ee'tive as of' the 
first daY" of the £ollo'odxlg eaJ.eZldar month.. TJhere the flat rate 
charge tor a period has beetJ. paid in advo.:c.ee, reiWld of the p:oOX"o.ted 
difference bet\oTeen such '!'la:trate p8.j'l:lent and the m1,,:1lmlm,lI1eter 
charge for the same period sballbe made on or before that day. eN) 

3. ADnuo.l Flat Rates. shall be :payable in t\oTo·.1nst&llments.- (C) 
1."irst hal! due . .a.nd payable on or beforo Jan'UlJ:1."y' 10,. ~ ,':sho.llbeecme 1 
del1nquent on February l.ot tb8.t yeu;: :JeeoM b.a.l1" duo. &nd payable 
on oor before July lO,.aDCl.: 3hall become delinquent on August l' or 
that ye.e:r:. . (C) 

(Continued). 
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APPENDD:A 
·Page 4 or 4 

S<:hoduloNo.~ 

ANNUA.L RESIDENTIAL FUT RAn SERVICE 
. (ContinUed} -

SPECIAL CONDITIONS (Contd.) 

) , 

4. 'l'be ope~b:Ul for flat ra.te service shall be, the 
c3tn.bl1Ghed' annual flat ra.~ ebe.rge ror the :service. 'Where init1al 
service is ests.bl1shed. a.1"'ter the f" ...rst day or 8.'Jl'1' year ~ the portion 
or such s.nnual charge. applicable to the current Y(JU shall be : 
de~rm.ned by lnuJ:t.iplyiDg the annual charge by one throe-h'U:tl4red
sixty-rifth (l/.365) or tho n\1moor of: dlJ,:Ys remD.1ning· in the ceJ..,Mar 
year. The balance ~r the payment of: tho initial e.:nnual ebs.rge shell 
be credited. agawt the cha.rgez rort.ha, succeeding, a:m.ual period. 
If sorv1ce is ,not eontinued ror .a.t'leastone year s.£terthe d8.te or 
initial service?, no-refund· of the 1nit1a.l, armueJ. chllrges. sh&ll. be ' 
due the eustomer~ 

{N} 
, 

I 
I . 
j 

I 
(N) 


