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Decision No. 77192 

BEFORE TriE PU:SLIC UTILITIES COMMISSION OF THE STAlE OF' CAl.!FORNIA 

Ap?licatio~ of ERSKL~ CAEEK WATER ) 
COM?AJrl for ~uthor1ty to increase ) 
rat~s for water service in the ) 
v:.c!dty of Lake !zl'l.be1la, Kern ) 
Co-.mty. ) 

Applic,$:tion No .. 51388 
(Filed, September 15,~ 19'59'; 
Am~ndedM.e.rch.4, 1970) 

----------------------------) 
Ir4in M. Fulo2, for applicant. , 
Xrs .. Dongld Brown, in p~opr1~ persona, p.o­

tes'ta::lt .. 
Cheste~ N~~~n, for the Commission staff. 

OP!NION 
~-------

Applie.c.nt Ersld: • ."1c Creek Water Compllny, a COl."'POration, seeks 

3uth~r!ty to borrow money and to inc'!"ease rste~ within its 3erviee 

area in the Vicinity of kke Isabella, Kern Cour..ty. 

~~b11c hearing ~as held before E'~1ner G111a~dc=s at take 

Iz&be1la on Mare~ 3 and 4, 1970. TAe matter was submitted on March 2~ 

1970, ur.lOn rec~:!.pt of ste£fl's J.ate-filed Exhibit: 11. No::!:ee of the 

i:':.ell::inZ WAC ::ailed;) po~tedJ ancl published in aeeo:-dence with this Com-· 

Testimo:lj on be~:t.f of applies'a: was :presentee :,y :rts sec-

ret.,.:y, Co CPA and .:I.n engineer employed by a?plica:lt. Testimony OX'. 

~~lf of ~hc COlllm1s~ion staff was precc:,),tee by an e.eeou."'~~::l~ ~r..d ec 

eng1~~er. l07 mem~rs of the p~~lie at:cneccl the bearing;) ar~ cisht 
, 

~cmbers of the ~ub11c ?recentcd test~ony. 

~?plic~n~'s C?A tcst1f~ccl thnt ta~ corporet1on ~s never, 

in the aceoun~ing ser.$~) e3~eci & profit. No compc~sation hes been 

tha: he ~lievc~ tha.-: dotlatecl property sbould ~ l,t'l.chtdeG in. the 'r~te' 

base. 
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A. 51388 ms 

Applicant f s consulting engineer testified t~~t the sys~em 

was not properly designed. He preseneec: an exhibit which purports 

to be a maste= plan for the system. However, there are r.o plan~ t~ 

implement the master pl~n as no funds are available. 

Applicant's secrete.ry testified that, if authorized, 3.ppl:t­

can~ would bo~ow $30~OOO te improve ehe sys~em pressu=e, but thathc 

clid ':lot 'know whe=e applic::.n~ could borrow the money. 

Tb~ staff engir.cer presented the following results of o~cra.-

tion based ~pon ~is investigation of appl!cantts ope=ation~. 

St~e!Y of. En~!ng$ At S~ff Re~~2nd~cl Rates 
1::;stirnRtec Ye~:r 19'10 

Operating Revenues 

Deductions 
Operating Expenses 
Depreciation E.~nse 
Taxe~ Oth~r than Income 
Income Tax 

!ot41 Deductions 

Net Revenue 

Average De~=ec~ctcd Ra=e Base 

Rate of Return 

$35-,800 

20,700 
4,10,0 
5,000 
1,000 

30,800 

5,000 

72,000 

& .. 91. 

In determining the above re::;'t.'~ts of ol)aration the s·taf: 

engi~eer designed r.:ttes to Ger!.ve revenue which., after de<!'lctin.g ':'ee­

sODab~e o~ra:ing expenses> ~pp1ied to his estimated rate ~ase which 

incluees plant necessary to iImnedie.tely imp'rove system pre::,suT.e, re-

$"Jlt~ in a r.'lte of return w!'l::'ch the st:aff accoune.s.nt recornrnends be 

c.!lc'Wec until euch t:i:nc es applicant completes t:l'lc .::ntirc improve:ncn: 

pl~~ reeomme~d~d by the ~t:4ff engineer. 

of water fo~ ~ full day. She rcq~ests that ~o ~at~ iuer~as~~ ~anted 

until the comp6.tly has shown tTgood fa!thTt. 
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Th~ other public witnesses testified as to- low pre,ssures in 

the summertime and the quality of the water. 

More than 500 of applicant's customers have wri.tten ,to, this 

Commission iu re:;ponse to a request asi:d.ng for their comments rel~t­

ing to ap?licant's service conditions or operating procecures. Fifty­

three percent of the replies indicated dissatisfaction with present 

service conditions. All of the customers respondin~objected to the -

magnitude of the proposed i~erease. 

A Commission staff engineer made field investigations of 

service condi~ions during December 1909. Seven-day continuoun pres­

sure recordings were obtained at points within the serv1cearea~ 

customers 'Were interviewee! t and test.s rnede of Variations in service 

pressure~ under several operating cond1t1ons~ It was found that ser­

vice pressu-:es in Tracts Nos. 2004 t 2601 t and 2871 were affected by 

the operation of the booster pump which is used by the Kern Valley 

High School to del~ver water to the high school sto:age t~nk. 

Applicant's operating records show that distribution system 

pressure is as low as 27 pounds per square inch at times of summer 

peak demands when the high school booste= pump' is not operating. When 

the booster purn~ is in operation there is a dro~ in service prescu=c 

of .e.pproximately 20 pounds per square inch in Tract No-. 260l with.'a 

lesser drop in se~ee pressure in other areas where se=vicc' ?roble~s 

were repo::-ted. According to the staff engineer, a forebay tank of 

:!??rox1:nately 30tOOO-g~11on cap.o.c:f.ty installed adjac~nt to- th¢ high 

school booster pump would eliminate the severe service p::-oblem' caused 

by the p=esent in-line bceoter pum, oper~t1on. 

A .. ...,.ater suppl.y ;>ermit was issued to .c:.pplicant: by the Dep3rt-' 

ment of Public Health of the State of California on Apr1l29) 196Q.~ 

Reviews of baccer1010gical .and chemi<:al Aldalyses up to a.~ including, 
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October 31,1969 show t~~t app11csnt is prov1ding.wate= which mee~s 

the re~uirem~nts of the Depar~ent of Public :Health • 

• f...s of Decemb~r 1, 1969, applicant: had issued 267 shares of . 

stock ~~ich are held as follows: 

C. E. aDd J. P. S111<:: 
J. G. S11icz 
&.rry H.. Kcm & Co., Ltd. 
Irwin M. Fulop 

61.125 shares 
6l.l25 SM'!'CS 

12Z.250 :;.he.res 
22.500 sha=es 

&=-ry Kern is applic.-:nt f s pl·e~ident al'ld 1~ &lso .thc j)rincipal 

corporate officer of Harry R. Kem & Co.,. Ltd. Harry -H •.. Kem & Co.,. 

Lte. owns property within the service area and Q,l$o owns land s.dj3cen~ 

to ~pp11cant's service srea. 

Discussion 

w~ Mve b~fore us 8. claasic example of a wa.ter system o'W'ncd 

anc op~.ca~ed by persons more concerned w1~h la':ld deve1~p:nent than ~~~h 

providi~g adequate public utility wat~r service. 

By Decisi.,n No .. 48873 dlJoted July 28, 1953, in Application 

No .. 33~34, app11c~-..nt wa.s granted Do certificate of public co'O.vcnicr:.cc 

and necessity, perm1~$ion ~o issue stock,. and authority to es~ablish 

:oates for water se:v1ce. Decision No. 48873 shows that s'?plic3:n':: 

acqui,:,cd certain land's end a water sj"stcm from Ch.:.rles E. Silicz .. 

Joh'U G. Silicz at:d. &:"''''7 H. Kem & Co., Ltd., <1 Neva.da cO':'por~tio::t, 

the owners of tb.c Erskine Creek Ranch. The decis'ioon elso- shows tMt 

a 1-1;-. E .. C. Uffcrt wa.~ in the proee:zs of su1xl:r.v~:td:!.ns portions of the 

Ers!ti.'!le Creel,; Rench for X'c~ident:lal anc'l busine5S purposes.. 11r. Uffer': 

Me! an 4gr~~~n~ with th.e o~"ners of the E=sk::"ne Creek .R.:::.nch "Which. 

=eads as follows: 

~=-rio= t:<' ti::c t!.ree t1:"4C.~ Bti.yer de~i:,cs to subc.ivide· 
~ny parcel,. he s.b.a:'l proc1l.::'e oil f~rm biQ as to -1:b.e 
cos':: of i~~tall:lng scc~~te watc~ ,!pc ~:h nece3-
S3.ry conneet:ions to bring wlJ.ter :or domes-tic pur­
poses in the manner designated by Er~kine Creek 
Water Co. fro:n its well or-wells to se.:td subGiv!s1on. 
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Buyer s.hall bear the cost of aa1d pipe~ but upQtl 
payment thereof, tbe amount· of . the purchase price 
for said parcel to be subdiv1ded, ascertained in 
the manner aforesaid, shall·be reduced by the cost 
thereof. An appropriate credit shall be endorsed 
upon said note by the holder thereof, showing the 
reduction of the purchase p1:ice of said parcel. 
Buyer shall thereupon deliver a bill of sale and 
quitclaim deed for such pipe to Erskine Creek Water 
Co., a corporation~ it~ successors or aSSigns, 
without further consideration therefor. w 

It is apparent from the above agreement that the sellers of 

the land (wo also owned the water system) wow..d realize more net 

monies on the sale of land if the water system. was not of ade~uate 

design and capacity. This record shows that the water system is in­

adequate. 

Applicant's present flat rate Schedule No. 2 was authorized, 

by Decision No. 48873 and became effective October 5, 1953-~ Its meter 

rates 'Were authorized by the same deciSion. By Advice Letter No. 5 

che meter rates were reVised to provide meter minimums for larger 

size meters. This revised meter rate schedule became effective 

October 25, 1968. 

Applicant was providing service to 510 customers as of 

Oetober 22, 1969. Four of these customers 'Were being s.e,rved on a 

metered ba~is and the balance of the customers were being charged: 

various flat rates. !loOst of the flat rate charges are in accordance 

~th the filed tariffs; however~ 23 customers are billed at rates 
f" ' •• 

not on file in applicant's tariff book. These principal deviations 

from the filed tariffs are as follows: 

a. Fourteen business establishments having plumbing 
fixtures. in excess of those authorized by rate 
Schedule No. 2 are charged $S per month. 

b. Three trailer parks are billed on the basis of 
$3 for each office building instead of the $4 
authorized by the tariff on file. Trailer spaces 
are billed on an aSS\1med occupancy of 50 percent' 
of the total number of spaces within the trailer 
park at the authorized rate of $O.SO per $p~ce. 
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c. Five motel~ are billed at rates varying from $5-
to $12.50 per month. there is no flat rate 
authorized for this clacs of service. 

d. Kern Valley High School is cha~ged a rate based 
on an agreement between app11c~nt and the school 
district dated June 30, 195&. This agreement 
has never been filed with or approved by the 
Conc1ssion, and requires the school district to 
pay a charge for water service which. istw1ee . 
the annual charge for electrical power that it· 
~es to operate its booster pump, less $24. 

Exh1bit 10, in this proceeding,. shows that the staff engi­

neer cstit::at~d that if applica.nt charged Kern Valley High School at 

:ariff rates the school would produce $4,.700 in annual revenue instead 

of the $1,.000 under the agreement (supra). By charg:!:ag filed rates,. 

applicant could have reduced its loss by approxtm4tely $~~700 annual­

ly. The record does not reveal how much more revenue would have been 

derived froc the 23 customers not billed at tariff rates. Appl1cant Ts 

lament that it has never earned a profit is exaggerated. 

Applicant's utility operating acumen is no better 111ustra.-' 

ted than by its proposed ~oles41e Rateff of 10 een~s per 100: cubiC 

feet. The staff engineer testified that applicant's direct costs fo~ 

pumping and distribution are approxfmately 15 cents per 100 cubic 

feet. 

Applicant's engineer and the staff engineer agree that eer­

=ain piping and a tank are required in order to remedy system low 

pressures. Applicant ~s reques:ed permission to borrow $30,000 to­

pay for these improvements. Applicant's request for authorization 

to borrow $30,000 will be considered after its financing plan becomes. 

more definite. 

Findings and Conc~usion 

The Commission finds that: 

1. Applicant's present water distribution fa.cilities are inade­

quate to furnish the minimum pressure requirements of the area. 
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2. When s;>pl1cant ins:alls a 30, OOO-g~llon tank and connects 

i: to the sys'tem,. the system will s'-~?ly re::idential service on a, 

~l&t rate basis and commercial serv::.ce on a metered~ basis with rea-, 

sonable pressures. 

3. When the tank is i~stall~d and operating, applicant is 

entitled to a rate of return of 7 percent on its rate base. 

4. The staff estimates,. previously summarized and discussed 

herein, of operating revenues,. operating expenses and rate base for 

the test year 1970 reasonably represent the results of applicant's 

future operations. 

5. The increases in rates and charges shown in Appendix A will 

be just1fie<l upon installation of a 30,.000-ga110n tank and'connecting 

piping. 

The Comc:d.ss1on concludes that the appl:leat:lon should" be 

granted to the exeent set forth in the order which follows. 

ORDER ------
IT IS ORDERED that: 

1. After receipt by this CommisSion of a satis.f.actory certifi­

cation by applicant that it has placed in service within one year 

after the effective date of this order a production flowmeter on each 

well, the temporary 30,OOO-gallon "high school forebay" storage tar~ 

and piping of not: less than,12-inch d1arneter connecting appl:tcantfs 

t'WC> wells 1:0 the main on Webb Avenue ~ applicant may be authorized' by 
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supplemental order to file the revised rate schedules attached t<> this 

order as Appendix A. Such filing shall eomply with General Order No .. 

96-A. The effective date of the revised schedules shall be four days 

after the date of filing. The revised schedules shall apply only to 

service rendered on and after the effective date thereof. 

2. Applicant shall obtain and record deeds for land used by 

it for \Jells and booster sites. Additional land areas shall be re-. 

corded on the books at their value at date of dedication to public 

use. Journal entries establishing these values shall be sub~tted 

to the COmmission for approval before recording. 

3. A 'fti'Ork order system shall be set up and used 1n accordance 

with.this Commission's applicable Uniform System of· Accounts for 

Water Utilities. 

4. Within s:l.xty days after the effective date of the decision 

in this matter, applicant shall provide service on. a meteredbas1s to 

all customers not identified in the present flat rate schedule. 

5. Within one hundred and eighty days after the effeetive date. 

of the decision.in th1s·ma.tter, applicant shall submit a plan to pro­

vide adequat~ reservoir storage at a SUitable elevat1onsothat sar­

vice failures will be reduced to a minimum; to eliminate the high 

. school booster and forebay; and t~ connect to applicant's system the 

eight customers now served through the high school system.. The plan 

submitted is to include an itenu.zed time and cost schedule for the 

completion of ne~es6ary improvements~ together ~tn estimated dates 

of operation. 
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6. Be81~ng with the year 1970, appli~ant shall determ1~e its 

deprec1at1on accruals by the straight-line remaining life'method-
.' .-. . '. 

using the rates set forth in Table III-A of Exhibit 10. 
o • • \ 

The effective date of this order shall:be twenty days afte't' 

the date hereof .. 

Dated at ______ Sa; __ n __ Fra.n~_ci_seo~·_, California, this ( ~ I~ 

day of ~. 'MAY - , 1970. 

\ ' .. ' .~. ~ . 
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APPENDIX A 
P.lge 1 0:£ J 

Sehed'llJ.e No ~ 1 

~.:&'l'ERED SERVICE 

The \lDincorporated area kra.own as Erskine creek" in port.iOll.5 of 
S¢eti.ons !I~o=.· 1 and 6" '1'.27 S_" Rs. 32 and 3), E .. " M.D.B. &- z,r;. ... Kern 
County. . 

Quantity Rates: 

F:i.rst 800 O1.ft.. or less ............................... .. 
Next 1,,200 O1.£t." per 100 C\l.ft,; • __ ............. . 
Next. 3,,000 cu .. ft." per 100 eu .. :t:t~ ................ . 
Over 5,,000 eu.~t.-, por 100 cu.!t ........... u ..... . 

!1tn:iJm.un Chargo: 

For SIS x 3A-inch meter ...... u .............. .. 

For J/4-inch met~r .......................... ' ... . 
For l-inch meter· ... ; ............ ' ..... : ........... . 
For l-S-ineh meter ............................ .. 
For 2-inc:h meter .;; ~ ... ~ ..... ~ ••• ' ....... ~ 
For 3-ineh meter ............... ~ ...... "''' •• '. .... . 
For 4-:incb. motor . ~ .... ~ .................... ~ ••• 

Per Meter. 
Per Month 

$. J.50 
.35' 
.JO 
..20 

$ 3.50 
4-,)0 
6.00 
9.00 

16.00 
36.00 
64.00'· 

'D:le 1~ Cl:l.lrge will ent1tle tho customer 
to the ClUant;l. ty 0:£ water which that. min.::i.m'Um 
eh.lrge will pureh~e ~t the Quant.:tty Rates. 

(I) 
I 

eI) 
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AP~IDIX A 
Page 2 of: 3 

$eb.odu1e No. 2 

FIAT RATE SERVICE ------...;. 

: .. "" .... 

eX) 

Applica'bleto all 'Water =:crviee £~shed on a nat rate basis. (T) 

The 'Ilnincorporated area known as Erskine Creek,,:i.n portions, o~ 
Seet.ions Nos. 1 and. 6.,. 'r.21 S.". R:.. 32 and. 33 E .. " r'I.DJ3. & Me,. Kern 
County. 

RAZEs - Pcr Service Coxmoction (T)", 
Pcr Month 

:For each. sing1e-£:Jm.iJ.y residence~, 
inel~ding prem1:os not oxceeding 
8,,$00 s~e teot in ~ca: 

3/l.-inch sorviee connection ••••••••••• 

For first unit of: each duplex or multiple­
r~ re~idence not exceeding 3 units, 
including p=~es not exceeding 8~SOO 
square teet 1n area: 

Fir=:t residential u:ai t ........................ .. 
For oach. additional 'Unit sorved from 

the s.ame cO%lllection ..... ' ................. " .... _ 

For each store, shop 1 or establi~ent. having 
no other plmnb:Lng f:i.xt1lX'OS than. 2 lavatories 
and 2 toilets •••••••••••••••••• ~ •••••••••• _ 

For each =:tore, shop,. or establishment hav:i.ng 
pl~bing fixt1lX'OS :in exec os ' of: 2 ~va.torios, 
a:c.d. 2' toiJ.ets. .............. • _ ••• ' ... ., •••• ~' .,. ••••• 

For each trailer park: 

Officc and utility building ....... ' ................... .. 
Additional for each tX'wcX' space ............ .. 

For each lIlotel: 

Y~crts residence or apartment .... ~ ••••••• 
Additio~ for each mote~ unit ••••••••••••• 

(Cont:t."l'Ued) 

$4 ... 10 

4.10 

2~00 

$.00 

7.00 

$.00 
1.00 

5.00-
l.OO 

(I) 

(t) 

ex) 

(I)(T) 

(I) (X) 

(I) (X) 

(I~ (I ex) 
eN) 
(N)' 
eu) 
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SPECIAL CONDITIONS 

APP:1!DIX A 
Page:3 o£.3 

Sched.ule llo. 2 

1. The above !lat. rates ~!'l'lzr to a service connection not larger (N) 
than one ineh in diameter. 

2. All :service not. coverod by the above classificat.ion 'Will be (L) 
fUrnished o~y on a ~etered b~i~.. (L) 

3~ Ii' oi'ther the u:tility or tho customor so elects .. a. m.oter shall Or) 
be wtalled. and service provided. 'Under Sched:ule l~o." l~ Metered Service. (N) 


