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Decision .:No. 75882' 

BEFORE T1:IE PUBLIC trrII.I'l'IES COMMISSION OF TEE STATE OF CALIFORNIA 

Ir.. the Matter of tne Api>licatioIl j 
of ARROWHEAD MANOR .WATER COMPANY, 
a California corporation, for 
autl,orization to increase its ) 
rates for water service. 

Apylication l.~o. 49895 
(Filed December 18, 1967) 

------------------------~) 
Artnur n. GUY, Jr., for applicant. 
Je, J. Levander . .and Raymond E" Hey tens ~ 

or the COmmission statf. 

OPINION ON FURTHER HEAKING 

By Decl.siort No. 74888 dated October 2>, lS68 the CommisSion 

granted Arrowhea.d 11anor ·t;V'ater Co:npany authority to incrc.ase its • 

rates for water serv1CC. By Decis10n ~o. 75233 dated January 

21, 1969 the Commission denied rehearing of Decision No. 74888 

petitioned for by applicant and reopened the proceedings for tae 
limited purpose of determiLirt3 w(l.ether newly acquired utility :plant 

. , 
should be included lon 4k':f'licant·' s rate base and whether applicant is 

thus entitled to ~ increase ~n its rates. 

Further heariLg for this l~ted pu~se was held before 

ixami~er ~~in i" los Angeles on Marca 25, 1969. La~e filed exhibits 

were received as of April 14, 1969, ~d ti1is fur~Ler matter is now 
ready for c:lecis.1o~. 
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Utility Plant Betterment 

In' ~he fall of 1968 ap?licant replaced water lines serving 

the ,sparsely developed Li ttle ~ar Creek Ar,"J:J. wJ:J.ich has about 23 

customers at present. This installation of new mains and related 

items) 'Which will provJ.de year-round service to that area, was not 

reflected l.n applicant T s rate base as detemincd it. Decl.sior, No. 74888 .. 

Its total cost is stated to be as follow~: 

Materia.l - Supplier: Waterco Supply 

6500' - 4-1/2"CD 10 ga DDSV' Steel Pipe .. • • $6,408.68 
5 - 4-1/4" V.O. A240l0 hydrants Q...... 884.71 
6 ... 4" fl. A2380-6 gate valves • ,. ,. .. • ... 366.90 
6 - 5/8 x 3/4 MBF SCF Hersey meters •••• 234.80 
Fittings and Miseellanect:.5 .. • .. .. • • .. •• 419.56 

Subtotal 

Trenching 
Welding 
CoI4tractedLabor 
Company :Labor 
Miscellaneous 

'rotal 

$ S,3l~,._65 

3,096.00 
5,500.00 

270.00 
1,075.50' 

'40.00 

$18,296.l5 

The following short term borrowings, 'Which total $17',500, 

provided the principal source of funds for the utility plant 

betterment. 

Demand note in the amount of $9,500 with interest at 
the rate of 7 percent per atm'lJIXl - Lender: 
E: A. Sehoettmer) 'Who borrowed $5,SOO of these funds 
from three water customers in Little Zear Craek Are~ 
and the balance, or $4,000, from I..ewis E. Ba:tleson. 

Demand note in the amount of $5,000 with interest at the 
rate of 9 percent per annum - Lender: Bank of America. 

A $3,000 loan, which con-c::;ponds in amo~t to the 
unpa:ld po:tion of ma-:C:ials bill, due in l20 days 
with interest at the r~te of 8 pere~nt per annum. 
Lender: W.a~:reo Supply. 
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In Decision No. 740$8 we e~ressed conee:n over the lack of 

data to establ~sh the· yield of ap~licant's ~ater sources in dry years 

and over app1icaLt's ability to obtain reasonable £~cing of pro­

posed Phase I system imp~ovements. Although applie~t thus far has 

not allayed t'rU.s corl.cern,. ~e a.~e persuaded tb.at in the circumstances 

applicant 4S entitled to some rate relief for toe Little Bear Creek 

Area main replaeemer.t,. a Phase I system improvement ~ 

Its Rate Zffect 

Summarized below are the estimated results of operation for 

test yea: 1968 under tl~ rates authorized in Decision No. 74888 and 

those authorized herein. 

At Rates Authorized At &:ltes ~': 

Item in Decision No. 74888 Authorized Herein 

O~erating ~evenues $ 25,.150 $ 26,.830 

Deduc'tions 
~xcluding Income taxes 
Income Taxes 

20,.650 21,.270 

Total 

Net Revenue 

Rate Base 

&ate of Returt'l. 

1,130 , 900** :zr, 780' 22,.116 

3,.370 4,.660 

$ 48.,150 $ 66,260 

7.0% 

* Toe Little Bear Cre~ Area main 
replacement has been rolled-back 
to January 1,. 1968. 

** ~~£lects inves~!t t8A credit for 
said main rep1aceme~t which for t~s 
puryose has been spread over 3 y~ars, 
i.e. the S percent credit is applied 
to one third of its cost. 
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We are not ~rsuaded to.at a. rate of return higher than 

7 percent on the rate base increment correspondinz to the Little Bear 

Creek Area main re:v1aeement is justified despite the prevailing level 

of interest rates. Applicant, as a small water utility not without 

problems of borderline economic feasibility and not without pressures 

from the Little Bear Creel( Area residents, Ms carried out precisely 

the portion of Phase I improvements which does not benefit the bulk 

of its c~tomers. A more suitable approach to fin3LCing this low 

customer Oensity main replac~ent would have been to seek authority to 

use Mai~ Extension aule-type financing, the principle of which is ~ot 

to burden the utility and its customers with eh~ension$ of questio~le 

economic feasibility_ It. addition, the failure thus far to show 

applicant's sources of water supply to be adequa~e conti~ues to be of 

concern and casts doubt on the ultimate effectiveness. of this new 

construction. 

On ba.lance, however, rate relief at 7 percent rate of 

return is not ut~reasor.able because year-rotznd service (-..as been made 

available to Little Bear Creek A:J:ea -- 1:he only portion of active 

service area heretofore 'Without year-round service. Also, $c.asonal 

rates, 'Wi:U.ch do not tend to recoup a. sU££l.cl.en'C share of system 

fixed costs, may uO'W be elimina~ed. 
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Applicant's present rates ~d tnose to be autttorized by the 

~rder nerein are summarized as follo~s: 

Annual Quantity Rates: 

First 4,500 cu.ft., or less •• 
Next 1,500 cu. ft., per 100 cu..£t. 
Over 6,000 cu.ft., per 100 cu.£t. 

Per Meter Per Year 
Presen~ Rates AUthorized Ra~es 

$45.00 
.52 
.35 

$47.00 
.52 
.35 

Annual Residential Flat ~te Service 

For a single family residence 
or residentul unit, 
including pr~scs • • • • • 

For each additional s~ngle 
family residence ~ the sace 
premises nne served from toe 
sacc service connection. • • 

Per Service Connection Per Year 
Present l{a.tes . AUthOrized &lites 

~L;.5.00 t;47.00 

25.00 32.00 

Rates for ~l service for the· period May 1 through 

October 31, are to be diseontic":zcd. 

Findings 

The Commission finds that: 

1. In the fall of 1968 applicant replaced mains and installed 

other utility plant in acd to the Lit:lc Bear Cr~ek Area -at a eost of 

$18,296.15. 

2. Ap~licant is in need of addit40nal revenues as a result 

of Finding No~ 1 above; the oper~tional results including the Little 

Bear Creek ~ca utility plant const~tion set forth 11ereinabove are 

:t'e:1sonll.ble; a rate of reeum of 7.0 percent on :a.pplica.ne' $ increased 

rate base is reasonable. 
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3. Year-round wa~er service is now available ~o all of 

applican~'s customers; rates designed for service other than in 

winter months are therefore no longer warranted.. 

4. ~he increases 1n raees and charges ~thorized herein are 

justified; ehe rates and charges authorized herein are reasonable; 

and the present ra~es and charges, insofar as they differ from ~bose 

prescribed herein, are for the futu:re unjust and unressc,nable. 

Conclusion 

The Comm1s,sion concludes that applicant is entitled to 

additional rate relief as set forth in the ensuing order but that in 

all other respects the order in Decision No. 74883 remains in full 

force c.nd effect. 

ORnER -.-.----

It IS ORDERED that af~e:r the effec~ive date of this order, 

applicant, Arrowhea.d l\'Lanor Water Coxn~.a.ny, is authorized u> file the 

revised rate schedules attached to this order .as Appendix A. Such 

filing shall comply with Genera.l Order No. 96-A~ The effective 

date of' toe revised schedules shall .be l.:ug-.ls~ 1, 1969', or four days // 
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after the date of filing, whichever is later. The revised schedules 

shall apply only to service rendered on and after the effect:1ve date 

thereof. Concurrently 1 applicant shall cancel its presently effective 

tariff sheets Nos. l05-W through lOS-We 

The effective date of this order shall be fifteen days after 

the d;.te hereof. 

Dated at San Francisco. California, this Rtb cl:ly of 

_---=J;.:.U.::.:l y",-, _, 1969. 
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APPLICABILITY 

APPEl-mIX A 
?4l.~C 1 or 4 

Schedule No. lA 

Applicable to .all metered water service ~cd or:. ~ a."mU3J. 
basi3. 

The 'Unincorporatod community o£ Co~ Glen .and. v1d.m.ty" lOe:l.tcd 
3.pprw.imatcly ono milo :louthc~t of L3ke ArrOwhead" ~ BernardinO 
County .. 

Amnlo.l Ql:.:mti ty R:l.too: 

First 4,$00 cu.!t_. or less •. , .••.•.•..•••. _ .••• 
~joxt 1,500 cu.!t." pcrlOO cu .. !t ......... -- ... . 
Over 6,,000 eu.ft." por 100 eu.!t ............... . 

For 5/8 x 3/U-ioch ~cter ...................... . 
For 3/4-incnmctor ............... _ •••••••• 

Per Mote:' 
Per Year 

::; 47 .. 00 
.52 
..35 

Per Meter 
Por Year 

For 1-1nen meter •• ~.-.-.- •••••••••••••. 

::; 47 .. 00 
60_00 
75.00 

120.00 
180 .. 00 

For l~inen moter .- •••••••••••••• -.--~. 
For 2-1nehmctor ...................... . 

'tne Ar.nu.:U. ~ Q,."r£:o ,,:ill entitle the 
custcmor to J.;.ho q"'.::l:lt1 ty or 'Water oa.eh 
~ which ono c:;wn-ter o£ tho .~.n"·1\Ua.l 
~ chugo will pur~o .#;t. the 
prorol.t«- qu."lrtorly ~ity P.a.tcs. 

(Cont1::l.1ee. ) 

(I) 

(I) 
I 
I , 
I 
I 
I 
j 

(I) 
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SPECIAl COHDITI~'TS 

Schod'l:le l{o. lA 

A.~'UAL Iel~D SERVICE 
(Co:ltinueC!) 

l. Thc ~ ~ ch;lrgo a,~lies to .:;crviee d~ tho 12-l:lontb. 
period co:mneneint; May 1 .lnd is due in a.dv~ce. If:l. porm.:ment re~ident 
or the area h.:l.!i been a customer o.!' tho utilit:r !or ~t least 12 months" ho 
rr.ay ¢leet" ~t the begimling of the 'b:Dj;nr> year" to P:r.I prora.ted minimum 
ch:lrees in oldvolnCC :a.t intervals of le~s th:ln one yf!J:xr" qt:.3r'ter~" in 
accord.rulce with the utility! s ect3.bli:hed "01" ;ng periods tor water 'W5od 
in excc.:;s of the pror:l.tcd Cl,uar"...orly allowanco tmder the ~ mi,ni:m::n 
cb.a.rgo. 

2. The opening bill for metored service" excopt upon convor3iOll !:ern 
i"ltl.t r:l.te service" .:;b.all "00 tho e::rt<lblishee. ~ minimum. ch:lre;o tor the 
sorvico. ;·Jhoro initial service i:: o:t:l."o1iehod after tho !1rst d:;;y of' a:tq 
billing YC:J:r" the portion or such amual ch:1rgo applie.lblo to tho current 
yea:/: ::hall be detormined by multi,lying tho amua.l eMrge by one 'th.rco­
hundrcd"'::1xt'-j'-:t:1£t.i. (l/365) o! the mmloor of d.:t~ r~ :in the billir.,e: 
yoa:r. The ba.l.mco o£ tho lXt~ent or tho in1 tia.J. ~ eh.:l.rzo ::hall bo 
crcditocl. olgllinst tho char,c:o:: for the succ~g o'JnnnAl period... U aorvieo 
u; not eontinuOO. for at lo:a.zt. one yc:xr ~r tho date o! iI.l!:t.ial corvico" 
r.o refund of tho. iro.ti.:l.l AnnU~ el'lAre(l!:'t ~l'I.1.J~ 'be due tho customer .. 
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A?PLIClwILITY 

,,' 

APSIDIX A 
Page 3 ot 4 

Schedule !lfo. 2RA. 

A.l'plica:blo to all !l::.t ra.to resid.entW. w~tcr :service iUrDi3hod -on 
an <lnZlu.U basis. 

'Xb.c ~eorporated cO%r.mUXlity ot Codar Glen :md vici:lity" loca.tcd 
approxlm.a.tely one IT'.ile southcast of take Arrcwh.Ca4" Sa.n. Bernardino 
County. 

RATES - Per Servieo Conneet:i.on 
Pcr y~ 

For ~ =inglc-f~~ly rc:ido~tial unit" 
inCluding premises •••••••••••••• _ ••••••••• $lL7.00 IT) ". I 

Fer c~ ~dcIi tional sin~e-tarnily 
rosidcntia.l 'Unit on the SDl!tO pr<:mi:cs 
aI'ld served i'rom tho s:une servico 
conneetion •••••••• ~~ •• __ ••••••••• , ••• 

SPECIAL CONDITIONS 

32.00 

1.. Tho .above nat r3.tcz appJ::/ to a. service cOM.oction not la.r~or 
th.an one inch in ~ctor. 

(i) 

2. !i'or servieo covered by the .o.bovc ela3::1!"ieation, U tho utili t't.r 
so elect::" ~ moter sr~ll bo :1.n::;t.allod and serviee prOV'idod 'Utldor Schedule 
!~o. lA,., .A.tlnu.nl !'.cterod Serviee, o1"1"eeti",..c as o£ tho !irst ~Y' ot tho 
:Coll~'i:le eU~ month. vlhcro tho ~t rate charge !or 3. period ha.:l 
boon paid in M.v:mco, reflmd o! the p%'O%'<2.tecl di.1':Cercncc botwecn such 
!l:lt r<2.te paymont and the ~ mo~r eh:Irgo tor the :same poriod :'Jhill 
be ma.dc on ar be£oro tb.7.t d:J.7-

( Continued) 



\ 

A?mmIX A 
?:I.gc 4 or 1.:. 

Schedule No. 2RA. 

ANNUA!. RESIDI!l!TLU. FLAT RI ... TE SERVICE 
(cont~)-

S~CIA.t Co.:Dm~rS (Contd.) 

3.. '!he annual nAt ra.te ch3ree appl1cs 'to ::;or'\.~Cc during the 12-lllonth 
period ccm:ncneine; :1o.y' 1 and i: due in :l.dv:co.. If ~ po:rmaI1cnt rosident 
of tho ar~ Ms beer. a C\lStomcr of the utility for at least 12 m01lth3~ 
he may eloct~ <l.t the bccimling of tho b~ yc:;.r~ to p:l"J' prorated !l:1.t 
r<l.te charges in <l.dva.."'loC .::l.t intcrv.::l.lz or less th.ln one yc:x: quarterly in 
<l.ccordance 'With the util:ityt: est.::l.'blishod billing periods. 

4.. '!ho opcmng bill ror rlo.t ra.te service :hall be the os~bll.3hed 
al'lXlU3.l :na.t r~:to eh.u-ec tor the servico. Where in1tW ~orvico is 
est@lishod dte:- the .first dAy of :my b1"1ng year? the portion of ~ch 
a."'lnuoU charge ap,lieable to the current ye:;:r SMU bo dete:rmined by 
multiplying the al'lnu.:l charge ~.r one tbroe-h'U%J.dred-!'Jixty-fifth (1/36$) 
of tho number of &.73 r~inins in the bi1J.i:lg ye:xr _ 1'110 balance of the 
payment or the i.."li ti.2.l 3.."lmAl chDreo :h.:lll be credi ted .::l.g~t the cbarscs 
~or the cueeooeing ~ periocl. It ::o~eo is not continued fer .:J.t 
lC<l.Zt one year ~tor the dOl.te or i.."'litial service" no refund of tho il'liti:l2 
:In.'lual clw'ges SMU be due tAo euotomor. 


