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~CUi~No. __ S_O_7_0_4_· ______ _ 
, ". 

BEFORE !BE PUBLIC' U'tIUnES CC!1MISSION OF 'll1E STATE OF CAI.IFORNIA:, 

In the Matter of the .Applicati.~ of 
the. SOU'llIERN. CALIFORNIA. WAl:ER, CQ1P.ANY 
for. an order authorizing. it to 
:lnc:rease. the rates for water service 
tn, its B1g'BearDistrict. 

~ppll.cat:1on Nc>. 53045, 
(F:UedDecember' 6, 1971; 
Amended Jaly21, 1972) 

O'Melveny & Myers, by Donn B. Mi.ller, At'Co:r:ney 
at Law~ for applicant:. 

Cyril M. Saroyan, Attorney at Law, and John E. 
Brown, for the CotIIDission staff. 

INTERIM OPINION 

Applicant Southern California Water Company seeks authority 
to increase rates for water service in its Big, Bear District. 

Public b.ear1ng was held before Examtoer eate,- at Big Bear 

Lake on August 1, 2 and 3, 1972. Copies of the application had been . 
served, notices of fUing the application and of the bearing. had been 
publisbed and posted, and hea.r1ng notices bad been mailed to customers, 
in accordance with this Commfssion's Rules of Procedure. !he matter 
was not subm1t:ted' on August 3., because an amendment, had been filed by 

applieantou .July 21, which required further study by the Commission 
staff. Staff CO\mSel recommended, however', that ,a decision'on basic 
rates covered by the original application be made in the form of an 
interim. decision aud that the additional plant. improvements and 
resultant incremental rate increases proposed :ix:I. the amendment be 

covered later by a final decision. He further suggested, that if the 
S·taffl s review' of the data re1at:itlg to the amendment indicated that::: 

fu:cther b.ear1ng, was appropriate, such further h~ be:· held in' 
Los: Axlgeles. No obj ections to staff cou:c:sel t s reeommeudatioos' were 

voiced by anyone at the bearing.. 
I • 
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Applicant presented testimony of its president, its vice
president :in charge of revenue requil:ements, and :tts assistant 
sea-etal:y-assistaut manager of the rate evaluation department. Tbe 
Commis::don staff presentation was made throU8h au accountant and 
three ~ers. In addition., certain evidence of a general nature 
coveri1:l.3 overall company operations, which had been presented by 
witnesses for both applicant and staff in Appll.cation No,. 53069, the 

. recent BayD:Lst:r1ct proceedins, was incorporated by reference. 
Seventeen customers testified, primarily concerc.:Lng service problems. 
Service Area and water System. 

Appl1caut owns and operates water systems in the Counties 
of Contra Costa, Imper:tal, Los .. ~les, Orange, Sacramento" 
San Bernardino and Ventura, and an electric system. in San Bernardino 
Cou:nty. One of the San :sern.ard1no Cotmty systems is known as the 
Big Bear District, which serves about ten square 'Clliles of territory 
iu three separate areas adjacent to and near: Big Bear Lake.. The 
areas are de:::iznated :SigBear I..ake krea., Sugarloaf.Axes. and R::£:mforest: 
A:rea. 

There is relatively little industrial development in the 
Bi3 Bear District and ~be commercial enterprises are largely those 
associated with a resort area. rae approximate distribution of other, 
than fire protection customers is 4,,500 :tn the :31& Bear LaIre A:rea., , 
1,200 in the Sugarloaf Area, and 200 in the Rimforest Area. 

Several sources of water supply are utilized for the 
Big Bear District. Eight vertical wells, 14 slant wells and three 
sPr:U:1es supply -:he Big. Bear Lake A:rea, five vertical. wells supply the 
Sugarloaf Area, and three vertical wells and a supplemental connection 
to ma:lDs of, Crestli'D.c-La!~eAr.rawhead v7ater Ageo.c:y supply the 

Rimforest Area. No treatm.ec.t is required of the watex: from: any of 
thOse sources. 

, ",. ' 
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The dist:r1butiou systems consisto£:, some. 130 miles of 
d.i.stribution mains, ranging. in size up t~ 12-:[nch but 1uc1uditlg 
considerable amounts of s=all mains. Storage facilities' totalling 
over two milliou gallons capacity are located, at strategic points in 
the three areas to maintain system pressures and provide, storage for 
use during peak per1.ods of demand. There are about 4:t 900 metered 

'" services and 1,OOOilat-rate services sttpply1:ng ,primarily residential 
and business eustcxi.ers, and 320 flat-rate fire protection services 
supplyiug primarily public fire hydrauts. 
Service 

Staff Exhibit No. 11 states that there have been only ten 
1nformal complaints received by the Commission from Big Bear District 
customers since the beginning of 1969, and only one of those related 
to sexv.tce problems. the staff's review- of customer complaints.: 
rec:e1.ved at applicant's Big Bear District office d:tsc1osed 191 
complaints during each of the years 1970 anet' 1971. About 26 pereent 

of these complaints originated in the Sugarloaf Area. About 20 per
cent of the d1strict r s customers· are in the Sugarloaf Area. 

The staff also reviewed customers r letters to' the Coa:m1sSi01l 

relating to, this rate ·proceed1ng. Many of those letters referred to 

service problems in the Sugarloaf Area during the last wee!( in 

December, 1971:t pr1mar.Uy consisting of low pressure and frozen 
pipelines. Several of the customers, who test!fied at the hearing 
referred to those same problems.. l'be staf£ concluded that. no 
significant dissatisfaction with service is evident in the Big. Bear 

Lal(e Area and Rimforest Area but recommended that appl:i.cant submit 
a plan for improvements in the Sugarloaf Area. 

Otbe.r servi.ce complamts were cited by customers who, 
testified at 'the hear:r.ug. Those compla:£nts relate t~ such matters 
as low pressu:re~ htadequate fire protect1on~ dirty water after 
applicant f s repair work is completed:t delay and poor workmanship' in 
replacing streets after repair work is completed'~ numerous 'leaks in 

ma.:£:a.s:t, oU in the water, rusty water> smail ma1ns- and :fnconven!ence 
ordSma&e to eustOt!)eX'S premises from applicant's wintertime bleeding 
of lXJS.ins. 

-3-
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On the second day of hearing~ applicant's president presented 
a preljminary report on applicant's investigations into the service 
problems brought up by the various customers. Recording; pressure 
$auges were to be installed on the premises of customers who had. 
complai:o.ed of lcr~ pressure ~ a main flusb:!ng program was- to- be insti
tuteci where customers had received rusty water,. water samples were to 
be analyzed" where a customer complained of oil in the water ~ applicant 
will work With the local fire district to, arrange for" fire hydrants. 
that ca:c. be 1ustalled in some areas to. be selected by the fire 
distrlct~ w1ntert1me bleeding of mains for prevention o.f freezing will 
be moved to locations where there is natural drainage, applican= Will 
axrange for better compaction of trench fill~ wherever possible, and an 
air relief valve will be installed. !he wit:ness also, pointed out that 

many of 'the complaiuts related to. conditions 'which bad existed prior 
to.' complet1on o.f the many improvementS already effected. Late-filed 

Exhibit No.9 is a consolidati.on of the final reports,_ on the various. 
customer complaints -after all of the investigations, were -completed. 
A review of that exhibit 1ndicates that applicant has, made careful 
ana1r...es. o.f the pro.blems and taken prompt action tOo, correct them. 
wherever further steps were ueeded. 

Many of' the distrJ..oution ma1ns in Big Bear District were 
installed at a time when the customer density was- considerably lower
than now. Further 7' some of the wa-:er systems acquired byappl.icant 
from. other entities had not been adequate even for the more sparse> 
early developments. Also~' the corrosiveness of the soU in this area 
has proven over the years to be higher than expected) which bas 
shortened the useful life of some mains. 

Applicant has instal.led larger mains when: replac:lngthe 
original pipes tb.at· had reached the end of their useful lives. 

Applicant also l'li:sl.nstalled' sapplementa1:y mains where the origitlal 
pipes were sdJ.l us,able but where increased water usage or customer 
density required add1.ti.ona.l capacity. Since 1967, _ applicant has, 

expended over $700~OOO in system improvements :r:n the Big Bear District. 



.. 

A. 53045 ek 

Applicant intends at least to continue its present program. 
of system improvements. It contends that anyaccelerat:i.on of .the 
prozram should not be confined to the Sugarloaf Area> as suggested by. 

the staff r s recommendation> but, should be applied selectively wherever 
significant benefits can be achieved in any of the areas with:f.n the 

district. T'.t.le amendment to the application proposes an accelerated 
, ' , 

five-year program. of system improvements and corresponding aunual 
inc:re:aJ.ental rate increases. The amendment will be c01lSidered in a 
£iual. decision;, after further study by the staff. 
Rates 

Applicant's present tariffs for the B13 Bear District 
include: ratec for general metered service in the Big: Bear Lake Area> 

:R1mforest.Axea and Sugarloaf Area; rates for flat' rateserv:[ce in the 
Sugarloaf Azea and the Moonridge Zone of tbe Big Bear Lake- Axea; and 
public and private fi're: protectionsel:Vice. CompanY-wide schedules 
for construction and other temporary £la.t rate service and for service 
to employees also apply. 

";; The present basic rate levels for the Big Bear Lake: Area 
were established in 1952 and mocaf1ed in 1967 to eJ ;minate the 
distinction between seasonal customers and year-roandcustom.ers. 

Practically all of appli~trs fnvestment ~ facilities to servetbe 
public is required whether customers use water all year or ,only on 
hol1Clays> weeIteo.ds and vaeaticm,s.. Also~ mauy of the o:;>eratittg 
expeuses~ such as taxes, 'depreciation Dond maintenance,. '~~ :[nc~~d. 
rezaxdless of the percentage of time customers utilize their bomes 
in the area. 

In the Sugarloaf Axes.> a predecessor of appl:tcantbad ,been 
~thorized in. 1962 to increase its' rates upon completion of cert.Qin 
1mproVe:met1.ts. Applicant acquired the system. before the im:prov~ts 
were ,made ~ c~leted the required improvements> and requested: that 

only balf of' the increase authorized for tbe predecessor be made 
effective. 'Xbat: req,uest was granted by the Conxaission. . 

-5-
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In the R:f.mfore:;t krea) the present rates y,1ereestablishec! 
in 1959 for a pre<iecesso: u.t:Uity. They were continued withoutehauge 
upoc. applicant's acquisition of' that syatem., among, others, ~ 1962~ , 

Applicant proposes to increase its rates for general metered 
service and for flat-rate residential se:vice in the Moom:idse Zone 
of ,the Big :Bear Lake A::t:ea., and to withdraw the sehedale for 
residential flat-rate service in the Sugarloaf krea' under which no 
customers have been served since 1968. No cba:nges are proposed in 
the other schedules. The following Table I presents a comparison 
of 'the present rates which applicant proposes to cll.auge, the revised 
rates requested by applicant and those authorized herein. 

, . 
" 
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l Item 
lCetored Servico 

Hlnlmum Chargo(b) 

Quantity Ratos(e) 
First 3 Cet, per Cet 
Next 1 Cct 
~Next 2 Cot, per Cot 
Noxt 3 Cot, pQr Cot 

, Next 1 Cef 
Next g Ccf, per Ccl 
Next 15 Cet, per Cof 
tlext 33 Col, POl' Col 
Next 84, Cot, per Cot 
Ovc~ 150 cor, per Cot 

TABLE I 
, : COt.fPARISON OF RATES 

P~l' $e'rvico ~nnocUon POl' H¢nt-h(a) 

Present. PJ"O.1Qscd Aut,hori 'Zoo 
Big Bear ~ , " 

Lake Rimtorest Sugarloat 
Big Beall RimtQrest. i.e 
ta~o SUJtarloat 

Big lJca 1', 1- 1 
Lake Rimtorest. SURarloat I 

$J.OO U,OO $6,00 $4.00 $7.$0 $),75 $7.00 $7,30 

0.00 O~W 0.00 0.00 0.00 0.00 0.00 0.00 
,00 .60 .00 .55 .55 ,53 .55 .00 
.50 ,60 ,00 .55 .55 .53 .55 tOO 
.50 " .60 .00' .55 ,55 .~3 .55 .50 .50 .60- .~J .55 .55 .53 .55 .50 
.35 .60 ,6) .45 .45 ,37 .45 .'J7 
.35 i60 .45 .45 .45 .J7 .45 .)7 
,35 ~60 .JO .45 ,45 .37 .45 :;n 
.J5 ,60 .25'" .45 .45 .')7 .45 .,)1 " 
.20 .60 .25 .25 :.~5 .23 .4~ .23 

Flat Rat.o Servioo 4.00(d) 6.00 5,25(d) 5~OO(d) 

Notes: (a) Annua'l minimum charges and annual flat-ra,fto <:harges shown as equivalent 
monthly <:ha.r~~s t()l' ~ornparat.i vopurposes. 

(b) Hin~um ~harge COl' a5/g x )/4-inc:;h me~or. A gra4u8.t~ sqale Qt in<:reased 
)ninimum, ~l1a~g~s ~'~. prQv~d~ 'tQr"largQr meters, 

(c) Cot = 100 ~u~~c fe,at.. 
(d) MOQnr~d&,e ZQn~on~. 

~ 

~ 
'" 
~ 

e 

,e 
, . 
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.Applicaut proposes several cbauges which would simplify its 
tariffs. One such proposed change is a modification of the special 
conditions of the tar:tfZs which now prorldebasieally for annual rates 
coveri.xl& c:aleudar years. '!he proposed change would eliminate pro
ration of open:[J.lg bUls for new customers by establish1rig: the date of 
sexv.t.ce~ rather tbau J'anuary 1, as the acniversary date for that 

customer. Another proposed change would extend to all customers the 

option, presently available, pursuant to the tariffs, only to· per-· 

maueut residents, perm.ittins them to pay aunual minimum and flat-rate 
charges subsequent ~o the initial year in installments, rather than 
lump sums •. The staff witness responsible for rev:[ew of the proposed 
chauges in special conditions' of the tariffs testif:led that the staff 
!sin favor of those cl1.an.ses. 

Another Simplification proposed by applicant is the' con-' 
solidation of the schedules for metered service rate$ in the Rimforest 
andSUZarloaf Areas. A staff witness pointed out that tbe'quantity 
of water included in the present Sugarloaf },:rea schedule is 900 cubic 
feet per month and that reduction to the 300 cubic feet allowed.:tn 
the presentR!mforest Area schedule would be a rather severe change· 
to effect at this time. He asreed that 900 cubi.c feet: was excessive 
but suzgested that the amount be reduced at this time to 600 cubic 
feet in the Sugarloaf Area. That appears to ·be .a reasonable :C.nterim 

step in the eveutual establishment of a serv1ce-charse formof;rates 
for the entire B1e. Bear District, which is a long-term. object:Lveof 
applicant. The staff recommendation is adopted and will avoid ,the 

. extremely h1eh percentage increases for some users in the Sugarloaf 
Area wM:eh wo~d result &om appli.cat2.t t s . pl:~sed consolidation. 

-8-
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'l:here are other factors. which militate aga1nst conso1:tdat:Lon 
of the Rimforest and Sugarloaf A:J:ea schedules at this time. One 

factor> wh1eb. is uot uecessar1l.y controlling~ is the fact that the. 
Rimforest Al:ea is about 30 tdles away from the rest of· the Big Bear 
D:ts.tr1ct. More 1mportaut is the showing by both appu'eant and the 
s.taff that unifo:rm rates in the two. areas would produce almost tWice 

the rate of :return on the Sugarloaf P.:re.a rate base.as it wOuldO'nthe 
R:!m£orest Area rate base. With that much disparity> . consolidation :ts 
uot·appropriate. 

Results of· Operation 

Witc.esses for. applicant aud ebe CoCll11ss:1.on staf£bave 
analyzed and estimatedapplieant's operational results. 

in 1:able II> from. applicant's. Exhibits Nos. 6· and 7 and from staff 
Exhibit No.. 11> are the estimated results. of operation for the test 

I . 

yea.r'1972> under present water rates and under thosepropose~. by 
applicant. For Comparisoo.> t:his .table also shows the results: of 
operations adopted in th1s decision tmder the water rates authorized 
herein.. Total district operations are sho"'r'ID: on the first· page of 
Table II. 'Xbese results are segregated on subsequent pages amoag 

the three' tari£f areas. 

-9-
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1.'ABtE II 

ESTIMA!:E:D RESULts OF OPERATION 
BIG BEAR DIStRICT 

TEST YEAR 1m 

~ 
At Present. Rate:5-

Operat.1rJg Revenues' 

QJ?erat:ingExpense~ 
Operat1on &: Maintenance 
Admin."Geri r 1; & Miscell. ' 
Ad. Valorem & Payroll Taxes 
D~t.1on 
Allocated. Comm.on Elcp .. 

Subtotal b:cl., Taxes Based 
, Upon. Revenue & Income 

Local, Franch1se Taxes. 
Income Taxes 

Total Operating Ex:pen:Jes 
Net Revenue 
Ra.te Ba.:se 
Ra.u, ,or' RetllX'n 

At Applieant.'s Proposed Ra.te~ 
Operat1rlg Revenues 

Qper&t1ng~s 
Exel. Taxes Basod. Upon Rev. &Ine .. 
Loeal Franchi5e 'Xaxe5 ' 
Ineo:neTaxes 

Total Operating Expen.3es 
Net. lUwenue 
.Ra.~ ~, 

:Rate or Ret.'Urn 

Applieal'lt 

$ 3807760', 

161",500 
19~.400 
54,,400 
57,,800: 
21.700 

314,,800 
4,700 

!26Jot:r,0) 
293- 4hO l' , 

~,300" , 
l,7691'613 ' 

4.9% 

$ 499,,420 

3l.41'8OO . 
6~00 
24J~ 

355, 
l43,960 

1,769,613 
S.l/.$ 

~ 

$ 384 .. 500: 

16~,,620 ' 
21,,370 
50,,&0 
;S~700 . 
21,000 

3l5,,530 
41'720 " 

(22,160) 
297#490 
~.,OlO , 

1,,745,900 " 
4.9e:t 

$ 5041'700 

315,S30 
6-~ 
~3~10' 

3 , 4f:) 

l44,060 
1,745,900 

8.25% 

Adopted 

$ 

Stat!' 
Est:Una.tes. 
Aclopt«1 

At Ra:t~s, Authorized Herein 
Operat1ng .aevenues. 

Otler~t1ng ~ses ' . 
-' .' 4h9',200. 

Elcel., 'Xaxes~Based: UponRev-.. &: Ine. 
I.o<:al han~ Tax~ 
Income, Taxes. ' 

. Total. Opcra.~ ~ 

Net. Revenue," 
Ra.te"~' . 
Rate- ot Return 
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TABLE'n 
( Continued) 

:s1'JY.A.TED RESOLTS OF OPERATION 
BIG BEAR. LAKE AREA 

TEST YEAR 1m 

Item -
At Present Rates 
~ating ,Revenues 

2watfllg,ExpeAAes , 
Operat10n & Maintenance 
A~. ~ Gen'l & Mi.3cell. 
Ad. Valorem. & Payroll Tax~ 
De:preCia.tion 
.Alloeated. Common, Exp. 

Subtotal. Excl.. Taxes BMed. 
Upon Revenue & Income 

!.oea.l, Franchise Taxes, 
IneomeTaxes 

Total Operating ExpeMeS 

Net Revenue 
Rate ,,:ease 
Ra.te or Ret'llX'n 

I . . . 

At A.pplieant ts Proposed Rates 
0perat1ng Reyenu~ 

Qperat1ng E?epenses 
Excl. Taxes. Based. Upon Rev .. & Inc. 
to<:al.Franchise Taxes ' 
Income ~es 

Total Operating ~e~ 
Net Revenue' 
Bate' Base ' ' 
Ra.te .or '~1Jrn, 

At~tes ' Author:ried Herein, 
Operat~, Revenues ' .. ' ',.) , 

Qperat~g'E?cperises 
ExcJ.. 'raxM ,,&zed Upon, Rev.. « Inc .. 

" I.oeaJ::' . Franchise. ,'Taxes. 
IneomeT8.xes 

Total, Operating ~es 
Net 'Reven~~,' 
Rate, Base '. 

'::; Rate or Ret\11"n 

Applicant 

$ Z75~5;O 

lJ.S:,750 
14,.390' 
40,910 
42,040 
16,100 

232~190 
3,400. 

{21 I 660) 
2l3>930 

'. 
61,620 ~ 

1,191,831 
5~1'7%, ' 

$ 361,860 

232,:190 
4,420, 

22z4:20 
259,040' 

10.2;,820 
1,J.91,831 ' 

,8 .. 63%: 

-> -
-
-' 

~ 

$ 273;,.200 

llB,990 
1$,8;0 
37,670 

.42,.700 
15,570 

230,700 
,3,350 

{20.820) 
213-,$10 

59;890 
1,17l,400 . ' 

. ,5;.lJ$' 

$ 359,000 " 

230,780 
4,410 
~~200 , 

258;,.:390 

100,610 
1,171,400 ' 

',', 8' .. 59% 

-
-, 
-' , 

Adopted 

$ 

Stat.! 
Est1lna.tes 

Adopted.' 

. '" 

1 
332,.l00 
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TABLE n 
(Continued) 

.ES'rI2I.ATED RESTJL'tS, OF Ol?ERA1'ION 
RlMroREST Am:.A 
TEST YEAR 197t 

~ A12:elicant ~ 
At Pre~t Ra.te~ 

Operating Revenues $, 17~9SO $ lS~OOO 

QpArating' Expenses, 
Operation & Mainte%l8nee S~970 9~SlO 
Admin:...,,:Ge:nt'~ &,Mi3cell .. 970 1,,070 
Ad Valorem & Payroll'Xaxes 2,:580' Z~550 
De~tion 2",680 Z;,700 , 
Alloee.ted.- Common Exp. 1,1080 110~ 

Subtot&l Exel. ,'Xaxe.s ~ed 
Upon, Revenue & Ineome 16,,280 16,,6S0 

toea.l Franehi:le' !axe:!. 220 : 220 
Ineome'Xax~ ~11~) {Z.z0~O) , 

Total Operating Expen:3es 14,,70 14,,850 
Net Revenue" 3~310 3-,.150 
Rate ~e ~ll3,,167 ll4,,5OO, , 
Rate or Ret'tll"rl. ' z~92%',', 2.75% " 

At A]2P1iea:ntr~ Pro]22sed Ra.t.e::l 
Authorized, Het9iJl, , 
Opera:t.ing, Revenues $ 21,,510 $ 21,,600 ' 

". '. . 

Q:eerati.~g ''Expense~ 
Exel..:- T8Xes. ~ Upon Rev .. &: Inc .. 16,,280 16,,680' 
Loeal Franeb1se T3Xes 260 Z70, 
Ineome' Taxes, , !:20 ) ''''(210)' 

Total. OperatiDg Expen:ses l6,,5l0 16,,740 .. 
Net Revenue 5,,000· 4,.860" 
Rate Ba:se lJ3"l67 114,,500 ' 
Rate ot Ret'UX'n 4.42$ 4~7.4% 

(Red ,Figure) 

-l2-
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TABLE II 
( Continued) 

ESTJ:MA.teD :RESOI..TS OF OPERATION 
SUGARLOAF AREA 
TEST YEAR 1972' . 

Item Applicant -
At Pre::ent Rates 

Operating Revenu~ $ S7~230 
Qpera:ting Elc:penses . 

Opera:tj,on&Maintenanee 33:1780 .. 
Adm1n....~· Gen t1 & Miseell. 41 040 
Ad-Valorem &Pay:r-oll '!axe~ 10:1910 '.' 
:~~eiation 13.,.080 
All0C8.~·. Common ~. ~h!i~Q . Subtotal ExeJ... '!axes. Based. 

Upon Revenue & Income 66,330 
I.o¢a.l 'hanehi~ Ta.xe~· 1:1080 
!neome.·Tax~ (2,.550) 

Total Q:perat.1ng ~nt.~ 641·860 
Net Revenue 22,.:nO 
Rate ~~ 4641615 
Ra'teot'Return 4 .. 8l% 

At A:e~ea:nt's Pro~~ RAte>5 
Opera.ting Revenue~ $ 116~50 . , 

Qpera.ting'R!cpenses· 
Exel.Ta."I:e3 Ba3ed Upon Rev. & Ine .. 66.,.330 
I.o<:al. Franchise Taxes 1,.420 
Ineome Ta."I:es 121160 . 

Total Opera't1ng· Expen,sez 79.,.9l0 
Net. Revenue 36,.140 
Rate Base 464,.615 
Rate.otReturn 1 .. 7e:t 

At Rates Authorized Herein 
. Ope~&ting .. R~ue:J -
Q:eerating''Expenses .; 

ExeL, .'Xa:lce:s.. &:Sed, UpOn Rev. & Ine. -
lJ)e&J. ·F.ranehi:J,e Taxes 
lzleome 'Taxe~: . . . 

. , 1"d:.a.l0pe:-at1ngExpell3~ -
Net ReVe2:lue 
Ra.te.~ 
Ra.te . ot.Ret'lJl"ll 

",- ..... . .' "" 
." 

(Red Figure) 

-13-
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931300 

351320,' 
414.50. 

101620 
13 300·' .,. . 

~.380 

6S:1070' 
11150 

no 
69"~330: Statt 

~1970 
Est:tma.tcs. , 

r.hO,.OOO Adopted . 

5.21%"· 

l24~100 

6e,.070 
1,520' 

li l 9Zl 
85".5l0 

:38 ... 590. 
J./:,O.,.OOO 

e.~9%" 

- $ llS1.s00 · . 

081070 
- ,l~· 

. 1l1~O'" 
8lOOO,·· 1. . . 
34,500 

460'1000". 
7.')($" 
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From :Cable II it can be determined that applicant 1 s 
requested rates would result in an increase of about 31 percent for 
the combined areas in the Big Bear District~ 31 percent. for the 
Big Bear I.a!te .P:rea alone~ 20 percent for the R:t.m£orest: krea .alone,. 

aud33 percent for the Sugarloaf A:rea alone, whereas the rates 
authorized herein Will produce correspond!ng increases, respectively , 

of 22, 22, 20 and 24 percent. The percentage increase for individual 
bUls will vary somewhat) depeudixlg upon type of service and level 
of use. 
Operating Revenues., Expenses and Rate Base 

. The differences between the Big Bear District revenue 
estimates presented by applicant and the staff result from the fact 
that the staff bad more recent hlformation on actual numbers of 
customers :In the various ueas.. The staff revenue. estimates and 
correspondtng local franchise tax estimates are adopted in'Table II. 

Similarly;, the· principal difference between the Big Bear 
Dist::r:ict direct expense estimates;, exclusive of taxes, .and the rate 
base estimates;, presented by app11c:aut and the st:aff stem fromt:b.e 
availabUity of more recent :[nforaJat1on at t:be 1:ime the staff 
estimates were being prepared. The staff estimates. of those expenses 
and rate bases are adopted in Table n. 

The rea:;ons. for adopting the staff est1mates. of indirect or 
allocated expea.ses relating to applicant r s overall· operations were 
d1sea$sed 1n Decision No. 805867 dated: OCtober 11719727 in 

Application No. 53069) the recent decision involving applicant r s Bay 

Dist::l;ict. ra.e basic data is the same in both proeeedfcgs. The s~f 
,. estimate of coa:mon expenses alloea.ted to Big Bear District :[s adopted 
in·l'a~leII. 

In prepa.riu$ the 1972 calendar year ad valorem taxest::tmates 
presented in Exhibit No. 11;, the staff took exception to both the 

basic data used by applicant in Exh:Lbit No. S. and the matmer in wbich 
those data were used in proj ect:tng 1972-73 fiscal yeart:a.X estimates. 
Applicant T s tax witness conceded that corrections to the Exh!.b.:ttNo. 6 
estimates of ad valorem taxes were appropriate and: incorporated them. 
in EXhibit No.7. ' 

-ll~ 
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Xhere is still an issue as to the. proj ection of '1972-73· , 
ad valorem taxes~ bali of which fiscal year taxes are an operating 

expense iu the calendar year 1972. Based Upou a reasonably well

defined historical upward trend in the composite tax rate applica~le 

to plaut: in this district, applicant's estimate assaned acoutinuation 
of that trend into 1972 ... 73. The staff Wi.t:c.e8S, on the other' haud, 
assumed that the 1972-73 rate would be the same as the actual rate 
for 1971-n. We have stated in numerous. previous deci.s:tons- over a 
period of several years that :tt is appropriate to. project a reaso"Cably 

well~def1ned treud.:tn ad valorem tax rates when estimating future' 

expenses. However, in view of the general efforts being. undertaken 
on a national level to reduce inflatiOtlary' pressures and in particular, 

because of the recz.tdred finding that the rates authorized herein "do 
not reflect future 1n£latioua:cy expectations", the use by the staff of 

the latest knowtl ad valorem tax rateS is appropriate in this 
proceeding. Tae staff ad valorem tax estimates are adopted'in 

Table n. 
The various differences between applicant r s and the s,taff r s 

estimates· of operat~ expenses result in differences in estimates of 
inc:.ome taxes. The income taxes adopted iuTable II are consistent 
with the revenues and expenses adopted in that table. 
Rate of Retuxu 

!he Das1& for a 7.50 percent allowable retu:a:. on applicant r s 

rate base and corresponding 11.8 percent, return on. common equity is 
discussed in Decision No. 80585, supra. ' '!be rates requested by 

applicant for the Rimforest Area will1lot produce that high a return 
but we do not consider it appropriate to authorize at this time a 
higher level of rates than requested. If we were' to grant rates in 

the Big Bc>.ar Lake and Sugarloaf systemswbieh would), in comb1nation 
with the Ri:.nforest rates, produce a composite 7.50 ra1:e of ret:uro: for 

the Big Bear 'District, the Big Bear Lake Area 'customers and Sugarloaf 
Axea custocners would be subsidizing the Rimforest customers. We 
therefore have authorized rates for the Big Bear LaI<:e l.:rea ,and' 
Sugarloaf Areawh:lch produce the allowable 7.50 per.cent' returo. in 
eaeh. l'b.is results. in a composite 7.29 percent rate of return for 

. ;r~ . 
the 'Big Bear D:J:st:r1et• -15-
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Findings and Conclusion· 

The· Commission finds that: 

~.a. Appl1~t is in need of additional revenues, but the rates 
proposed by applieaut for the Big Bear Lake Area and' Sugar~?a£~ea' 
are excessi.ve. 

b. 'Xbe adopted estimates, previously discussed herein, of 
operating revenues.~ operating expenses and rate, base for the test 
year 1972 reasonably indicate the results of' applicant's operations 
for the near future. 

c. A rate of return of not greater than 7 .5· percent on 
applicant's rate base for 1972, and the correspond1ng 11.8 percent 

, . 
return on COll:llD01l equity are reasonable. 

d. The increases :in rates· and charges authorized herein are 
justified; the rates and charges authorized herein are reasonable;. 

and the present rates and charges) insofar as they d:tffer £:rom those 
prescribed hereiu) axe for, the. future unjust and uoreascraable.', 

. 2. ,. In Complianee with Rule 23.1 of the Comm; $Sian's Rules of 
Procedure: 

4. l'he. increased rates are expected 'C<> prov1de 
au increase of $84,700 in applicant r s annual 
revenues. " 

b. The rate of return on the herein adopted rate 
base 1:> expected to be 7.29 percent, as compared 
with 4.98 percent at present rates. 

c. The increases are cost-justified and do not 
reflect future :tn...~ationa.-y expectations; the 
increases are reduced to reflect productivity 
gains; the increases are. the minimum rates which 
are necessary to· assure cOntinued and adequate 
Service; and there is no· increase in the rate 
of return allowed previously in· Decision No.. 
80586, da~ed October 11 1972. :!.n'A.pplication 
No. 53069> and is the mtnrmum rate of return 
needed to attract capital., ,at .reasonable cost 
and wbich will not :Lmpa:ir ..applicant r s credit. 

p' 

'I'b.e Comm:l ssian concludes that the application should be· 
granted' to the e.."ct:ent set' forth in the order wbich follows:. 

-16';' 
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IN'l'ERn! ORDER 

IT IS ORDERED that after the effective date of tb1s order-> 
applicant Southem California 'V1ater Company is authorized to.. fUe for 
its Biz Bear District the revised rate schedules attached to.the order 
as Appendix A~ and concurrently to ~1ithdraw and cancel Schedule No. 
Brs-2AR. Such flling shall comply with General Order No. 9~A. The 
effective date of the rev:tsed schedules shall be four days after the 

date of filing. The revised !;chedules shall apply only to' service 
rendered on. and after the effective date thereof. 

Xhe effective date of this ordersball. be twenty days a£ter 
the date hereof. 

N8qtraERt ___ Sa:c. __ Fran_, _ClS_·$» _____ • calfiornia, this 
~ of ________ • 1972. 

C¢mm1:J31onor J .. P •.. Vw.a.s1n.Jr •• being. 
ncecsStlrlly absent .. ~id not 1'::trt1,c1:;>ate 
ill 'the d1spo~1t1011 or ~h1:; proeood1ng~ 

Comm1:;,)1oner thoca:; Morc.n~ being 
nooossm-Uyabscn't. did not pt.I.r'tie1:pAto 
in 'the d1s~s1't1on or 'tl:.1sproeeeding. 

-17-
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~tICA.Bnrrr 

APPENDIX A. 
Pa.ge 1 of' 7 

Schedule No. BBt-l 

BIG BEAR D!STRICT 

Big Bear Lake Tariff Aroa 

Applica.'ble to all m.etered water s,ervice. 

TERRITORY , 

e: 

(1) 

('1') 

Big Bear I.a.ko and. MOO~c1ge,. and: Vicinity, San Berna.rd.ino County. ('1') 

RATES 

Quantity Rates: 

F':i.r3t .300 eu..tt. or le~ ... ., ...... _ •••••• ...... ' 
Next 700 cu..ft. .. , per 100 cu.!t.. • ••••••••• 
Ne:x=t 14,000 .cu.!'t., per. 100 cu.ft. • ••••••••• 
Ov~ 15,OOOeu.t't., per 100 .cu.ft.. • ••••••••• 

, 
Min~murri Charge: 

. For S/S x 3/4-inch mC't<lr 
For -;'/4-'5:D.eh meter 
For. l-illch meter 
For l'-inch meter 
For 2-inch meter 
For 3-inch meter 
For 4-inch meter 
For 6-inch meter 

... -..•....••...• ~ ..... 

.•..•••...•.......••• .. -•...•.....•.••••.• 
••.•...•..•.•.. ~ ..... 
•••• w •••••••••••••••• 

..................... 

..................... 
For, 8-inch metor ...... -•.•......••... 

The !~ Charge wUl ,entitle the customer 
to the quantity ot wa.ter which that. mini:mum. 
charge' -will purchase at the Qua.l''lt1tyRate5. 

( Cont1l:ued:). 

."~' , 

PorMeter :;',:' 
Per Month· 

$ ),.75-
5.00, 
7.50' 

13 .. 50' 
lS .. 50 " 
32~00 
46~00 
72.00 
96.00: 

(X) , 

eI) 
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SPECIAL CONDITIONS 

APPENDD: A 
Page 2 or,7, 

Sehed1.lJ.e No. 13BL-l 

BIC; BEAR DISTRICT 

Big Bear take Tariff' Area. 

~ -

1. Applicant for servic~ shall ptJ::r in advance an amount equal 
to the ndninnlm. charge tor ~erv:tce tor a period. of'twelve t:lQnths. 
Thi~ payment will entitle the customer to the q\1ant1ty ot water ea.ch 
month tor twelve montr.:5 which the' mont~ ~ charge will' purcha.:5e 
at the quantity rates. ' 

2. , A1'tor twelvemontM or ~rvico the ,CU3tomer w.Ul be billed. 
at the monthl.;r rate a.~ve _with the mnimum charge billed in aQ.V,aIlce. 

... 
'I", 

~ 

-: 
.' 

(T) 

(T) 

! 

I 
(1)' 
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APPENDIX A. 
Page :3 or .7 

. 
Sehedule No.; BBR-l 

BIG- BEAR DISTRICT 

Rimforest Tariff krea 

APPUCABII.ITY 

Applicable to all metered 'Water service. 

TER.1U'l'ORY 

R:iJn!'O:-tlst. ... 3nd vic:i..nity" Sa:n BerM.%'dino e:,~ty. 

RATES 

Quantity RatC.5: 

First 300, C'U._~., or 'less .............. o. ••• o. 

Next. 700 cu • .ft." per looeu'.it. • ••• o.o. •••• 

Next. 14,,000 eu.ft.." per 100 CU •. rt. . ... o. ••• o.. 

(Ner lS"OOO eu.i't.." per 100 cu~tt.. • ••••••••• 

Y.inilmJm Charge: 

For SIs X3/4-inch met,()r 
For 314-inch meter 
For l-inch meter 
For l~:tnch meter 
For. 2-ineh. meter, 

..••.•.•......•.••.•• ... _ .•.•...••...•...• 

...... e' ••• • " .......... ..... . . ' . ' .. ,_.' .. " ... ' ...... ., ..... ' ..... 
For 3-ineh moter-· 
For 4-in en meter 
For 6-irieh meter 
For S-1n¢h me~:r-

...... ~ ..... -.. -..... 

................... _-....................... ' ..... 

.•...•...•...••....•. 
The Minimum Charge will entitle the customor 
to the quantity or water which that mini.mum 
charge w1ll pureha.se at the Quantity Rate$. 

( Continued) 

Pe:r-Mcter 
Per Month .. ' 

(1') 

(1') 

$ .7.80 (I) 
.55· . 
.45 
.25; 

$ 1.80· 
9'.50 
12~OO 
1;.00 . 
20;00 .. 

. 3;'.00: 
50.00-
75.00, . 

lOO.OO . 

! 
·el) , 
eN) 

I 
(N) 
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SPECIAL CONDITIONS 

APPENDIX A 
Page 4. or- 1 

Seb.edule No. 13BR-l 

BIG BEAR DISTR..~CT 

Ri:n1"ore$t. Tariff' Area. 

GEN'ERAI. METERED SERVICE 
( Continued;) 

1. Applicant tor service shall :pay in advance an.' amount equal 
t.o the mil:li1:ram charge tor service for a period of twelve montM. 
'l'hi:s ~ent. ~ entitle the customer to t.ho quantity ot water each 
month. for t'l'relvo nlOnt.b.:s 'Wi'd.eh the mont~ m.mmam charge "'W1ll :purchase 
at. 'tbt: quantity rat.cs. 

2. After twelve months or service' the custom.er w.tll. be· bnled:: 
at the mont~ rate above 't.'ith the mn:Um::m eha:z:-ge billed in advance •. 

(1') 

(or) 

, 
('1") 
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APPENDIX A 
Page 501:7 

Sehed.1JleNo. BBS-l 

BIC BEAR DISTRICT 

Sugarloaf Tariff Area 

GENERAL METERED· SERVICE 

APPLICABII.I'I'Y 

TERRITORY 

RATES 

QuantitY' Ra.t¢$: 

first 600 cu.tt.. or loss .... ., •.. . " ............ . 
Next 400eu.1"t., per 100 cu • .ft. .. •••••••• 
Next 14,000 eu..ft., per 100· cu",f't.. • ••••••••• 
Over 15~000 eu..tt., per lOOcu.tt. • ••.••••••• 

1IJ.nilm.ml. Charge:' 

For 5/S. x3/4-inch moter 
For 3/4-inChmetcr 
For' 1-1nch meter 
For l";"'ineh. meter 
For. 2-inCh m~r 
For 3-inCh meter 
For 4-inch meter 
For 6-ineh.motcr 
For 8-ineh meter 

.........•.••••.•.•.• 
-.~ ........ --.. -.... -
-...... -........ -.. ~. 
•....•..... -----_ .... ... ~.~-...... -...... -.. ..•.•.•.•..•.• -..... . ..... ........ ... ~ . ., ... ,.: .... ' 

.. ' ... -.................... . 

..•...•••..•..•.• _ ... 
'l'he MirJ.mmn. Charge ldll entitle the customer 
to the quantity of 'Water 'Nhieh that ~ 
charge 'Will purchase at the QuantitY' RatC:5-.· 

(Continued.) 

... 

Por l-!et.er- . 
Per Month·.'.'. 

$ 7~:30 
.50-
• 37 
.23 

$. 7.30 
9.00 

ll~OO' 
14~OO;· 
lS~50' 
35 .. 00 . 
5O~OO' 

. 75;.00 
100.00 

( T) 

(T).· 

(I) .~'. 

! 

(I) 
·CN). 

I'·, ' 
" 

eN) 

'1 
I 

.. 
i , 
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SPECIAL CONDmCNS 

APPENDD: A 
Pago 6 or 7 

Schedule No. BSS-l 

BIG BEAR DISTRICT 

CENE~_o~ ~l',.:,RED SERVICE 

( Continued) 

l. Applicant tor ~ervice ~ pa.7 in adV8.:lce- a.n.8:Ilo'Jnt equal 
to the mi!l:i.mum charge tor ~ervice' !or a period or twelve month~,. 
This ~ent. 'Will entitle the, eu:>tomer to the ~tity or water each 
month tor twelvo month~ loIhich the t:lonthl7min:L1n'l.ml. cl"..u-ge '-lill pur~ 
at tho quantitY'l"atcS:. ' 

(T) 

(T) 

2. A!ter twelve months ot service the eu:3toQ.ex" ~ll be billed:· I 
at the montbJ,:r ra.te a.bove with the mi:cimum. ehe.rgebill~ :in adva.nce'~ (T) 
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APPUCABIL!TY 

APPENDIX A 
Page 7ot"7 

Sched:cl.e No. BBK-2 

BIG BEAR DISTRICT 

Moonridge Tariff Area. 

Applj.ea.bl¢ to all flat rate water ~ervice~ 

TERRITORY 

I100nridge and vicinitY'" San Bema.rc1ino County .. 

RATES 

(t) 

('r) 

Per :scrvieo cormeetion per ~th •••••••• _ ............ _... $5.00' (I) 

SPECIAL CONDITIONS 

1. AppJ.1eant.ror :service ~hall 1»1' iil advance an, amoont 
«J.USl, to the !la:t. ra.te charge for :service for: a period or- twelve 
month.$ .. 

2 .. M:ter twelve month3 or servico ,the customer 'Will ~, 
billed. in a.dva.nc¢ at the monthl7 rato above .. 

(x) . 

3~ For sorvice covered by the a.bove c~s1f1ca.tion,.. it the 
utility ~'eleet.s" a meter shall be :1Mtall«iand :service provided 
under Schedule No. BBL-l" General Metered SerVice. ': ' ('1') 

" 
" 


