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7789:[" Decision No. _______ _ 

BEFORE TSE PUBLIC UTn.ITIES COMMISSION OF 'l'HE STATE OFC.t>J...IFORNTA 

Application of LAKE GREGORY WATER ) 
COMPANY for authority to increase ) 
its public utility water rates, ) 
and also for authority to issue, a ) 
note under Sections 454 and 818 of ) 
the Public ~tilities Code. ) 

Appl=Z.cation No;. 5197'9" 
(Filed' June 22,. 1970) 

INTERIM OPINION 

Applicant renders water service in the San Bernardino 

Mountains adjacent to the village of Crestline approximately 10 

tniles northeast of the City of San BernardinO'. Applicant seeks" 

autb.ority to increase its flat and metered service rates;a~(rt~ 
, '., .,', ' 

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

The note " 18'" ,to' '", iss'Uean \mSecured protnissory note for $129',.000 .. 
,',," 

,""'< ". 
cover the cost of replacing old, deteriorated mains and services paiel 

for by applieant's parent, Lake Gregory Land' and Water Company. 

Apylicant p.esently serves about 1,240 flat and 70metered'rate 

eustotllers. 

Applicantts present rates are as follows: 

Annual Metered Service 

Annual Quantity Rates: Per Meter 
Per Year 

First 4,.800 cub-ic feet or less ------------------- , $ 48.00:~ 
Next 2,200 cubic feet~ per 100 cubie feet -------- .60: 
Over 7~000 cubic feet, per 100 cubic feet -------- .4Q' 

A:mWll Minimu:n Charge:. Per. Meter 

FOr 5/8 x 3/4 1nch~eter - _______________________ _ 
For ,linch meter, ----__________ ' ______ ' __ ... __ 
For 1-1/2 inch meter -- ______________________ _ 
For 2' inc'!l" ,meter .. -._~~ __ •• ___________ ... _ .. __ 

-l-

Per Year 

$,4& ~ 00,;" ' 
&0.00:;' 
80'~,OO", 

120.:00/' .,': ' 

", ... 
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Annual Residential Flat Rate S~rv!ce 

Rates: . . Per Service Connection' 
Per Year 

For a single-family resident1al unit,. 
including premises ---- ... --------------- $'- 48 .• 00' 

For each additional single-family 
residential unit on the same premises 
and servedfrOTll the same service connection ------~. __ ~~~ ____ ~ __ ~ ______ _ 

36.00: 

Applicant's proposed rates are as follows: 

Annual Metered Service 

Annual Quantity Rates: 
. . Per Meter· . 

Per Year 

First 4~800 cubic feet or less -----------,----_ .. _--- ~ 65 .• 00 
Next: 2,.200 cubic feet) per 100 cubic feet ---- ........ --~- .. 8:1 
Over 7,000 cubic feet, per 100 cubic feet ---------- .54 

Annual MiniUlUtD. Charge: 

For 5/ax 3/4 inch meter ______________ .. ___________ _ 
For 1 inch' meter ____ .. ,. __ ....... _______ ..... _______ _ For 1-1/2 inch meter _____ -: _____________________ . 
For 2 irlch me:ter ______ :-_ ...... __ ' ....... _..,;. ___ ._. ____ .• 

Annual Res.idential· Flat Rate Service, 

Per. Meter. 
Per 'Year 

, ,'I ' 

$·'65;.00" 
.81 .. 00: 
108.00 . 
162.00' 

R.ates: . PerServ:£.ce Connec~:ton:, . 
. Per' Year' 

For a single-family residentia.l un:t.t) 1l:I.cl-uding premises, --, ... - ... _ ... ____________ _ 

For each 3dditional single-family 
residential unit on the same premises 
a:ld served from the same service connection ---~-~ ___ ~~_~~ __ ~_~ ____ ~~ __ _ 

$ 66~OO 

'!be proposed ra~e increase would result :tn an increase' in, 

revenues of 37 percent according to- projections in: ,theappl:teation:'. 

~2-
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The staff of the Commission has made a report· of ' 

applicant's water system which is hereby incorporated:. into the 

record as Exhibit No.1. 

Service 

.". 

The staff report shows that the most significant custOtner 

complaint concerned unpleasant taste and odor in the water.. This 

complaint stems from the purchased Lake Gregory water distributed' 

d~i.."'l8 the high demand summer months. Although the water is 

chlorinated (because of the recreational use of take Gregory) and 

filtered, there is no taste or odor removal treatment. Other, 

eotnpla1nts concerned proble'QlS. of outages) low water pressure, and' 

dir1:y water in the upper elevations of the north shore portion of 

al>plicant's service area.. The low pressure and' outage problems 

are at'tributable to inadequate water storage capacity for the area 

a::lC inadequate tA:"ansmission mains into the area. Service pressures 

are adequate in the remainder of the system.. The north'shore· area. 

is fed through the distribution system from storage' on the south-: 

east: side of Lake Gregory and from a connection to the: Crestline' 

Vil~ge County Water District adjacent to' the north shore area. 

This connection is the source of applicant's purchased water .. 

Applicant is making an engineering study of its' system to develop 

solutions to the pressure and distribution problems. and' .inprepara

~ion for receiving water from the state water proj-ect wi.thin: 

apprOximately a year and a half. 

-3-
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Applieant does not have a telephone listing
lP 

nor desig

nation of where its office is located,. nor notice posted·:reg~ding. . 

the availability of its tariff schedules for inspection as required 

in General Order No. 96-A) paragraph VIII.B. Applicant does not 

have a recording pressure gauge as requ1red in General Order No. 

103,. paragraph II.3.b.,. thereby precluding applicant from. adequately 

investigating low pressure complaints. 

Results of Operations - Staff Exhibit No,. 1 

Estimated Yea~ 1970 

· Present Rates · Proposed Rates . 
Item · · . · S:Eaff : Appll.<.;ant · §t"a££ :?i'PP1 icati;: · · 

Q2erating Revenues '" . -. 
Me1:ered $ 6,240 $ 3,696 $, 8,440 $ 4;995 " .. Unmetered 59,820 61,788 82,250 84,73S 3/ Other 30 30 30, '30 -

Total Operat~ Revenue 66,090 65,514 90,720 89,,1.63 ' 
Deductions 

.i>'ti'rcbOaSed Water 8,790 9,881 8,790 9,.8SJ.' Power 1,.400 1,568 1,400 1,568. Employee Labor 10,400 11,403 10,400 . 11,403= Office Supplies & Exp. 500 970 500 970 Accounting & Legal 1,250 2,050 1,250 2,050. 
Ot:her 0&I1 Expenses 11 15 2 340 15a337 15-~340 15&337 

Total O&M Expenses . 37,.680 41,209' 37,680 41,.209' 
Depreciation Expense 10,410 10,796 1.0,410 10',796-Property Taxes 7,.830. 8,.074 7,.8,30" 8:,074, . Payroll Taxes 1,.170' 1,.223 1,170. - 1,22.3-Business License 50 49' 50' .' 49 State Corp. Franchise Tax 100 .. 1.1 1 ,..S80:~.c 1>215· Federal Income Tax 4 2630 3 2552' 

Total Deductions 57,240 61,3501 63,350' 66',ll8 
Net Revenue 8,850 4,163 27',,370 23',,645 . R3.te Base 284,000 294,614 284',000 294',&14 Rate of Return 3.1% 1.4% 9.6% 8:.07 .... 

11 Difference due to rounding. 
2/ Appliea~ion did not include minimum tax. 
1/ Applieant's incorreet £:tgur~ originated in its Table No .. 3. 

Corrected 'Uru:le'tered :ccvenucs should be $84) 9'5$, which . 
would result in net revenues of $-23,862 and a rate of 
return of 8.1%. . . . 

-4-



'j' • 

A.5l979 NW/NB *-

Discussion 

The staff results of operation show tha~ under cu!.":'ent 

rates applicant is earrdcg a 3.1 percent rate- of return. Disregard

ing applicant's estimates~ for the purpose of this opinion:JI' we,find 

that applicaut's earnings are very low and applicant is, entitled to 

some rate relief. Applicant seeks an increase of $lt .9 "year for, 

:r:.e~ered service minimum charge for 5/8 by 3/4-inch meter; and $18: a 

ycsr for flat rate service plus a proportional increase in quanti~y 
rates. We will authorize an increase- of sa annually for metered 

service minimum charge, and $9 annually for flat rate se:l:vice plus 

a proportional increase in quantity rates. This will inereasereve- ' 

nues by $l2~330 and will increase applieantrs rate of return to 

6.5 percent as set forth in the following table: 

. . 

RESlJL'rS OF OPERAnON 
(Estimated Year 1970) 

Interim Rates 

. . . 
, . 

: __________ ~I~t~em=_ ___________________ :~:: ____ I~n~te~r~1~·m~R~a~t~e-s-" __ : 
operatin~ Revenues 

Metere , 
Unmeeered 
Other , ' 

TotalOperat1ngRevenues 
Deductions 

PiIrebaSedWatcr 
Power 
Employee Labor' 
Office, Supplies and Expenses 
Accounting and Legal 
Other O&M Expenses 

TotalO&MExpenses. 
Depreciation Expense 
Property Taxes 
Payroll Taxes 
Business License 
State' Corp. Franchise Tax 
Fe<ie'.C'al !nco:ne Tax 

Total Deduetions 
Net Revenue, 
Rate Base 
Rate of Return 

-5-

8,790:" 
1.400, 

10,400: 
500: 

1,,250; . 
15-,340 
37~680 
lO~410:' " 
7~83,O:. ' 
1170 . ",' 

50- , 
720', 

Z 110< , . , ", 

;)9,970 
, 18:~450';. ' 
284 ,000:::. '. 

6' 't:O'l', 
" .,J"/~ ~ 
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'," \ 

The interi'm rates and charges authorized herein- are 

comparz,ble to rates and charges of nearby ·water companies as shown' 

in the following table: 

Annual 

.. . .. .. 

Comparison of Annual Charges 

Metered' Service - Sl8. x 3!4-inch Meter 

· ., .. :So., · .. · .. :'Crest- .. :Wtr. .. · 
Cal .. .. .. 

Co. .. · :Arrow- .. :line · :Rimforest: . .. · :head :Arrow-. : Village : Meadow- : Zone of, · · : Manor 

.. . .. .. .. .' .. .. 
: head : County : brook :BigBear :Appl:i.eant:. : Consumption:Water : Utility : Water :Water . Tariff · In1:eriUl": .. - .. .' Cu. Ft. : Co. · Co. :D1striet:C°mEanI .. Area .. 'Rates '. · .. · .. 

4>000 $47.001' $85.201' $48.001.1 $56 .• 001' $74.401.1 $56.00 
4,800 48.56 85.201:/ 48.0011 74.00 79'.20 S6~00 
5,000 49.60 85.201.1 4,9.20 76,.00 80~40 57.42 
6,000 54:80 85.201/ 55.20 86~OO 86.40 64.52 
8>000 61.80 85 .. 201:/ 67.20 99~OO 98.40 76 .. 42,. 

1/ Annual Minimum -
!his ease will be set for hearing 0'0. Decem.ber 10, 1970 

for a determination on all issues in this case including whether the 

interim rates should be made permanent, or reduced, or increased to 

. the level sought in the application. Pending the hearing applicant 

will be ordered to prepare and submit an engineering study to

fmproveits system. 

The staff has made a number of recommends tions concerning 

the imt:>rovement of ap?licant v s service. These recommendations as 

set forth below will be ordered. Applicant shall: 

1. Maintain its books and' records in accordance with the 

eonmussion's U:d.fo:cm System. of Accou:l.ts prescribed: for Cl~ss A~, B 

and C Water Utilities. 

2. Y~i'C.tai'll separately the utili::y records and· invoices 

which have been comingled with records of affiliated, companies •. 

-6-
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s. Prepare and submit, to the Commission staff for 'review' a 

st~cly of the allocated payroll, office supplies and, expenses 

billed by lake Gregory Land and Water Company. 

4. Secure and maintain supporting, 'W'orkpapers to journal 

entries made by outside accountants. 

5. Prior to the next hearing in this matter prepare and 

subtnit to the Co1llll1ission an engineering study and time schedule 

for improving water service pressures in the north shore area of 

the service area. 

6. Obtain a recording pressure gauge and instit,="te a 

reg:ular pressure survey program as specified in paragraph!I .. >' of 

Get:.eral Orde:, No. 103. 

7. Within 30 days after the effective· date of this decision 

file a revised tariff service area map showing. current service ': . 

.area boundaries. Such filing should comp-ly with General Order 

No. 96-A. 

8. Prepax-e and maintain the system map specified in paragraph' 

I.I0a. of General Order No. 103 and file twocopies'w1th the 

COmmission. ' 

9. Post a notice of the availability ,for inspection oftts 

tariff schedules as required in paragraph VIII.B of General Order 

96-A. 

10.. Obtain a telephone listing in the local telephone 

directory .. 

-7-
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11. Use the depreciation rates derived in Table I of the .. 

staff report for the year 1970. Until review indicates otherwise, ' 

applicant should review its depreciation rates at intervals of five 

years and whenever .:l major change in depreciable' plant occurs. 

Results of these reviews should be submitted to the Commission in 

writing. 

A Cotmnission financial examiner recommends,tMt applicant 
.. 

"' . 

be authorized to issue the note requested in an amount not t~ exceed, 

$129,000 at 8.5 percent annual interest on the unpaid· balance. 

The Commission finds that the estimates of 'operating reve

nues, expenses,. and rate base 8S submitted by the staffre.asona'b-ly .. 

represent the results of applicant's operations for the' purpose of . 

this interim order. !he Commission finds that applicant is' in.need'. 

of interim rate relief and that the increases in rates and charges 

autho=ized here'iu are justified, that the rates and' charges author

ized herein a:;:e reasou.:b1e, and that the present rates and- charges,. 
" 

insofar as they differ from those prescribed herein are for the 

future unjust and unreasonable. The Commission finds that the moneY;t< 

pro:>erty or labor to be procured or paid. for b·y :the· issue of the note 

herein authorized is reasonably required for the purpose specified: . 

herein> which purpose is not ~ in whole 0: in part, reasonaoly 

caargeableto operating. expenses or to income. Other matters, such 

as c.ifferences in rate ba$e and reeults of operations between the 

staff and applicant:, service complaints, and compliance with this: 

order, will ~ conside:,ed at the ?ublie hearing scheduled for 

Decembe= 10, 1970. 

-8-
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INTERIM ORDER 

IT IS ORDERED tba. t: 

1. After t:b.e .effective date of this order applicant, 

I..:lke Gregory Water Company, is authorized to file the reVised ra.te 

sehedules attached to this order as Appendix A. Such filing shall 

comply 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 renderedo1l; 3tldafter. 

the effec~ive date thereof. 

2. 'Within thirty clays after the effective d:ate of this 

oreer applicant shall file a· revised tariff service area mal): sho~"ing 

current se-"'V'ice area boundaries. Such filing shall comply with 

General Order No .. 96-A. The effective date of the revised tariff 

sceets shall be four days after the date of filing .• 

3. Applicant shall prepare· and keep current the. system map 

recl'.lired by paragraph I.10.a of Geueral Order No·. 1.03:. 'Within 

:ri.nety days after the effective date of this order, applicant shall 

file with the Commission twocop1es of this map. 

'::, I 

-9-
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4. Applicant shall tna,l.ntain its books and r'eco'rds in accordance 

'With the Commission's Unifom System of Accounts, for Class A," :s atld C 

W~~c::' U1:iliticz; m:liut:li:l sepe::-at:ely the -:"tility records and invoices 

which have been cotningled with records of affiliated compa.nies; 

prepare and subtUit to the Commission. staff for review a" study of 

tee .:l:'oeated payroll, off'ice sup~l:Les and expenses billed by 

Lake Gregory Land and Water Company; secw:e and maintain. supporting 

workpapers to jow:nal entriestriade by outside accountanes; post 3. 
, " 

notice of availability for 1nspec'tion of its tariff schedule as 

re<r.lired in paragraph VIII.B of General Order 96--A; and obtain a' 

telephone listing in the'loeal telephone directory. 

5. Ap?licant shall, prior to the next hearing in this 

~tter, prepare and submit to the Commission an engineering study 

and time schedule for itnprovirig water service pressures :to. the 

north shore area of the s~ce area. 

6. v1ithin 30 days after the effective date of this order 

ap?licant shall obtain a reeord~ pressure gauge and institute 

a regular pressure survey program as. specified in paragraph." 

II.3 of General Order No. lO~_ 
, " 

7.. Applicant shall use the deprce:[ationrates derived in 

Table I of the staff report for the year 1970. Until reView 

indicates otherwise, applieant shall review its depreciation rates 

at intervals of five years and whenever a. major changeindepre-' 

eiable plant occurs. R.esultsof'these revieWs should, be submitted 

to the Commission" in writing. 

-10-
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8. Applicant, on or aft.er t.he effec·t.ive date hereofaud on 

or before ~rch 31, 1971~ for the purpose' specified in ehis ?ro

ceediug, may issue a note in the principtll amount' of not.' exeeeding . 

$l29,000, whieh note shall be in the same form, orin substantially 

the same f~rm, as that. at~ched tc> the ap~lieetio:l; 8S Exhibit A .. 

9. Applicant shall file with the Commission a report, or 

re?OrtS7 as required by General Order No. 24-1>, which order inso

far as applicable,. is hereby made a part. of this order. 

Or<iering paragraph S shall become effective when 'applicant 
. , , 

has paid the fee prescribed by Section 1904 (b) of the Public U~~li-

ties Code, "'V,hieh fee is $258. III all other respects, the effective 

~te of this order is the date hereof .. 

,Dated at __ ._~ .. , _lI'raDdIao ______ , California~ this 

day of __ NO_V_EM_B_ER ___ , 1970 .. 
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APPUCABILITY 

APPENDIX A 
Page'l of 4.' 

Schedule No. lA. 

ANNUAl. ME'I'EREtl.SERVICE 

.. 
~. 

Applicable to- all motored. water :service turnished on an ar.nual: ba.sis:~ , 

TERRITORY 

I.a.lce Gregory and vicinit:r:, San Bernardino CO'l.:nty-. 

~ 

Annual Quantity- Rates: 

First 4,.800 CU •. 1't. or· less .... . , ...... ., ....... . 
Next 2,,200 eu.£'t."" per 100 cu .. :tt.. • ............ . 
Over 7"COO eu.!t.,. per 100 eu...tt·. .. ......... ~ 

Annual M1n1m~Char8e: 

For 5/e x 3/J.-ineh. meter 
For l-inch meter 

..................... 
For l~ineh meter 
For 2-1nc:h meter 

........ ~ ••......••. 

.•...•..••......•... 

'l'he Aml.ua.l Minimum Charge w:tll entitle the 
customer to. the q'l:.ant1ty- of water which the 
annual minimum. eharge will purchase at the 
Annual Quantity- Ratee. 

(COntinued) 

. Per Meter .' 
Per', Yea.r-

$- 56.00' 
0 .. 7l .. ' 
0'.48 

Per Meter 
,Per Year- " 

$·56-.00' . 
·70~OO· 
90,.00", 

140~OO 

!'T') . \,. . 
t 
t . , 
1. 
I 

r. 
o 
r 

·1 
I' 
1 
t 
r 
t 

1 , , 
(~). 
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SPECIAL CO~'D!'l'!ONS 

" 

APPENDIX A , 
Page 20f'.4 

~hedw.e No. lA 

ANNUAL ~ SERVICE 
(Continued) 

. 1. On~halr of'the .ArmWJ.l, Minim.'IlI1l Charge shall be due and. payable 
on or before Januar:r lO,.. and. shall become delinquent February lor 'tha.t yctJ.r. 
The ::oe:'!l8-'5n5ng one-ha.lt" o~ the Ann'JAl Minim'lJIl'l Charge shall be due and.:pa.ya.ble 
on or 'before July' 10,. and ~hs.ll become d.elinquent. August 1 or that year. ' 

2. The opening bill tor metered service,. except upon conversion from 
flat =a.te service> shall be the establiehed annual minimum charge tor the 
service. Where init.ial service is established after the first' day ot MY 
Y03:l:',. tho portion of suc:h annual charge a.pplicable to the curre:lO; yotJ::." ~hall 
be cteteroi."led 07 :wltip~ the ~ual. eh.a.rge by one three-hu."ldrec.-siXty;" 
titth. 0'£ th~ n~r of days remaining in the calendar year. The b<l.lance of 
the payment. of the :tnit1al annual charge shDJ.l be credited aga.inst the', charges 
tor the $ueeeeding annual period. It service is not continued tor at., le.a.~t, 
one yoo:r ~r the date of initial service,. no retund of the initial a.nn~la! 
er..arges shall be due the eU3tomer. ' 

3.. Multiple dweUing project" operated' as a singleentoX-prisema.ybe . 
served through a single master meter.. A separato meter :t~ required' tor,each' 
commercial. establishment. ' .,' 

4. Meters "t.'ill be read. on Ol:" about tho last day or March,.. Juno
1 

Sep;cem
bel:" and. December,. and. within ten CAys thereafter eac.tt cU:Jtomer' having'llecct, . 
~te:- in exees5 of that. qu.'lXltl.ty which its Annual Minim'lJ:1l Charge will purcllQ;!le", 
~.ll be rendered a statement,.. p~ya.ble' upon present.o.tion,. which 'Will show t~e 
oeter rea~ and the charges duo at the annual. quantity ra.te!!., 
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A?PtICABIU'l'Y' 

APPENDIX A 
Page:3 o-r 4 

Schedule No. 2RA. 

ANNUAL RESIDENTIAL FLAT' RATE SERVICE --

Appli<:a.ble to all nat rll.te residential W<l.ter' :service £'urn:ishec!.' on CLn,' ' 
a:mual 'ba:Ii~. 

TERRITORY 

lake Gregory a.nd vicinity, San ,&rnar&o Co'Unt:r. 

For a single-tamily residential unit~' 
~eluding pr-ettl:tses •••••• • ' .. ,., .... ' ............ . 

For each additional 5ingle-famil1 
residential ' 'Unit on the same 
premi,e~ lI:Qd served fro:n the same 
service eo:cnec:ti'on ••• ' •••• ' ........... . 

SPECIAL CONDITIONS 

Per Service Co:mection 
Per Year 

$57.00 

43.00 

i, 
, ' 

(I) 

(Ii" 

1.. The above nat ra.te, apply:'t,o So service connection not, ,la:rgerthrul ' 
one inch in diameter. ' 

2. For service covered. by the a.bove cla~s:t:f:ication,.ii" the utility :so ' 
elects ~ a =eter shall be installed. and service provid:ed 'U.""lder Schedule' 
No. !A.~ Ann~ Metered SOrvice,. effective 3,5· of the first dIly of thei'ollo .... 'i.."lS 
calend.a.r :cor.th. Where the nat rate chArge for a. period. ha.~ becnpaid in 
a.dvanee~ refund. of the prorated. d.1!ference between such ~t rate pnyment~~t, 
the minimum meter charge tor the same period. shall be made on. 'or before th~t' 
d~ , 

:3. Annual:Fla.t P.ates :s~ be pll.yablein two installme:rt.o)i'1rst h.tJ.l!' 
due and poyable on or bel'ore JD.nUA.J:r'y 10, and. :Jhall 'oecomc cielinq'Uont . 01'1 < 

February 1 of that year; second. h.ll.f due 3r..d. pa.yable on or befor"J\l1y 10,; 
and shall become. delinquent.' on August. 1 of that yeo:r. ' 

(Continued) 
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APPENDIX A 
Page 4 of'.4 

Sched.ule No~ 2RA 

ANNUAL RESIDENTIAL F'tATRATE SERVICE --
SPECIAL CONDITIONS--Contdr 

e, .. , 

4. The opening bill for flat. rat.e service ~hall be the est.Ablished 
rumual flat re.:te clw.rge tor the ~erviee.. ~Jhere initial servieeis estab
lished. a.tt.er the first day ot any year ~ the }:Iol:'t.ion o!' such arm'W.\l <:harge 
3.ppli~blc to the ~ent. year shall be d:etermined by mult.:iplying ·t.he ann~ 
eharge by one three-h'Undred-siXty-.t'i£t.h of' the ntmlber of' day~ remniningi:n 
the ealendAr year.. '!'he balanee of the payment. or the :tni t1al annual eharge 
shall be c...~ted. against the charges tor the :.ueeeeding ann'C.L\lperlod. It' 
serviee i:s, not eontinued tor at lea~t one. year a.f'ter the date of initial 
~erviee~ no refund or the initial annual eharge~ shall ,be clue the eust~mor. 


