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Decision No. S1Z3S ----------------
:BZFORE THE POBLIC UTILITIES COMMISSION OF THE STATE OF CALIF.ORNxA 

. . ' 

t.a.keland Property :.Owners 
Assoeiation~ 

Complainant ~ 

vs. 

Case No·~ '9442 

(Filed,sep.tember25~19n) 
• " ' • I 

Lakeland Wa.ter Company)" a 
corporation, , 

Defendant. 

James W. Ash and M:rs. Emmett E. 
ErickSon, for complainant. 

S. J. Meek for defendant. 
RoDer:: c. ~kin,. for the Com

mission's staff. 

OPINION 
~--''''---

A public hearing on the complaint was held· before 
Examiner Rogers in l'..ake Isabella on January 5,. 1973. and 'the, 
matter was submitted. 

The cOUlplaint is brief and,. omitting. the capti.on and 
veri£ication~ reads: 

"Ihe complaint of Lakeland Property Owners Association)" 

James 'W. Ash Chairman~ and Gladys M. Erickson, Secretary-Treasurer ~ 
of Box 1092, Lake Isabella~ CalifOrnia" 93240; representing 
customers of Lake1:and Water Company, shows: 

"1. 'Xhatdefendant is Lakeland 't-1ater Company" a . 
. , . 

california Corporation~ of P.O. Box SS~ Lake Isabella,. Cal:i:fornia.~ 
93240 ~ and the pnllcipal officer is Leonard B.H1gham: of the same, 

I· 

address. 
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"2. That on or about the first week lof July 1972 
defendant had a failure of water service to its cutomers (sic). 

1f3. Complainants assert to the best of, their knowledge 
the defendant replaced a damaged pump so that service could be 

restored, and that said replacement was a substantial co:st t~ 
defendant. 

"4. Complainants have examined the annual report of 
defendant to your Honorable Commission and find that for the 

year 1971 defendant reported a loss, from operations, of $70Sand 
an accrued loss for all operations to date of $8",917. 

"S. Defendant verbally advised co~la:[nants that 
aeaitional revenues would be required to meet the cost of repairs 
and replacement of utility equipment, and to created (sic), 
additional revenues defendant would' install meters' and 'cha.rgea 
variable meter rate. 

"6. Defendant has commenced such a metering program 
and bas depleted cash funds which. should be held ready to, meet 
emergencies and to keep the system operating. 

"7. Complainants, have discussed other solutions to 
the proble:n and believe that it would be in the interest of 
both defendant and complainants to perhaps increase the, flat' 

rate charge to $6.50 per month for residential water service. 
A majority of customers were contacted at a meetiDg of the 
Association held in Isabella on August 27, 19'72. 

"S. Complainants request au audit, of defendant "s 
records by your Honorable Commission to justify such increase 

in rates. 'tVBEREFORE~ complainants request an, order requiring 
defendant to increase its rates for residential flat rate water 
service to $6.50 OR ANi LESSER REASONABLE RATE DEtERMINED BY'THE 
COMMISSION ~ and to restrict defendant from installing meters: . for 

. '.. . 
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flat rate residential service for a period of seven years' uuless ' 

there is a clear cut show:Ulg of consistent water waste, as docu
mented and cleared by the Lakeland Property Owners ,Associa:tion. tt 

The defendaut filed ,au answer~ the .mater1a.l:part of . , . 

which reads.: 

"1. Lake.laud v!ater Co. is' a Public Utility. 

"2. Lakel;).Ud Water Co. has suffered losses from!ts 
ope.rations for several years. 

"3:. Lakeland Watar Co. needs additiotialTev'enue,to 
meet its financial. obligations;. 

"4. Lakeland ToTater Co •. is willing to charge a flat' 
rate of $6.50 per month. 

"5. Lakeland Water Co. will install meters whenever 
there is c:lear l.ndieation of water wastage. " 

The chairman of the complainant testified that the 
water users wat:.t flat rate service except in cases where there, 
is obvious waste of water and they are willing to, pay increased 
flat rates of $6.50 per month to' keep th~; defendant operatiDg. 

The chairman stated that there are four meters' in place; 
that these meters were placed' as the result of an attempt to meter 
all users and should be removed; and that in the future olily 
patties constantly wasting water should be metered • 

.. ' 
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A staff hydraulic engineer prepared a: study (EXhibit' 
" , 

NQ. 1).. The exhibit shows that by Decision No. 64243, dated 
" , 

September ll, 1962 in Appli.cat:ion, No. 43309, the-foJ.low1n,g, 
rates were authorized: 

Flat: Rate 

Per Serv-lce Connection 
Per,"Year<; >'. ,:'l~"'" .. -" 

For a single-family residential 
unit ~ , .including. premises " 

Meter Rate 

Monthly ~tity Rate: 

First 700eu.ft. or less ................. , ...... . 
Next 3,300 eu.ft.,. per: 100 eu.ft ............ . 
Over 4,000 eu.ft.,. per lOO,cu.ft ••••••• ~ ••• ~ 

Annual Minimum. Charge: 

For 5/8 x 3/4-inch meter ......................... .. 
For 3/4-inch meter .................. ~ ........... ' .. 
For ' I-inch' meter .......... ' ............. " ... 
For' l%-inch meter ................ :. ...... . 
For 2 .... ineh meter ..• _ ...... .. _ ... ,.' •. ___ ~ ... 

Per Mete%'" 
Per'MOnth, 

, .1> '" . 

Por "M,.o1:'A,,=, 
Per':Year ' 

$ 48::00, 
60~.OO' 
84:~OO:· " 

, 132~OO~.' , 
204.00 " 

The witness stated that there were no meters in the 
area prior to August' 1972 and all customers were billed at $5.00 
per month although the rates were $4 .. 00 per mouth. The eom-. 
plainants request a $6.50 per lIlonth flat rate withmandatory 
metering whe:e there is a waste of water. 
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The staff engineer said that: there is an average' of 
l12 customers at present. He compared annual revenues for these 
C't:Stomers at the authorized flat rate of $48 per year each (total 
$5,367 per year); at the rate of $60 per year each, now charged by 

defendant (total $6,720 per year);. at the complainant:' s· proposed' 
rate of $78- per year each (total $8,736 per year); a.nd all:' metered· 
sexvice, as calculated by bi.m, fora total of $13,.440·per.ye.ar.; 

The enginee. estimated thatw1th all flat rate service 
in 1973 the ope%ating expenses will total $4,200,. and with all 
metered service the operating expenses will total $5,900..' In 
making these estfmates, the engineer considered the followiDg: 

a. .An increase in electric power for pumping based 
on three rate increases granted to Edison during 1972" and 
average use by 112 customers, with an inereasein size of ,3.n' 

electrlc motor. 

b. Operation maintenanee, labor, and'materials 
estimated, based on the recorded .ax:lOunts for the d!stnootion 

system r~rs for 1971 and 1972. Replacement of a-pump; :tn _l972 
was treated as plant retirement and plant addition -of the: new'
larger pumping unit. 

e. Billing and colleceio'C. performed by the Bank of 
America at flat rate and at metered rates. 

d. A $1) 200 cmnual travel expe:lSe allowance was 
deleted and an allowance of $300 for management salaries was 
added. 

e. Total. expense payroll:estimated forl973, as, ,_ 
$1.50 'Per customer per month~ flat rate; and $2.45 per. cuStOmer 
per month" m.etered. 
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The staff engineer cheeked the defendant's records. and 

found certain erroneous ma:tters such as including $1,800 for 

meters prior to 1972 when iu fact there were none in use. He 

adjusted the plant value, the related depreciation expense" and 

the depreciation reserve. His 1973 estimated rate bases.with 

flat rate service and all metered service are as follows:, 

· · · · · · Item 

Average Utility Plant . 
Materials & Supplies Combined 

With 'Working cash 
. ' 

Less: 
Average Depreeiation Reserve 
Advances. for Construction 

Estimated Average ' 
Depreciated Rate Base 

, 

.. . -.. . 
'2'ear I;'~·~til:natea: 

Flat Rite .. Ail Metered . .. 
Service" . 'Service" . " 

. $51,670 
, . 

',' $6i:"870:" 
, ',,, ':' 

500, 
. .'",. .., 

""600" , . " ", " '.~ -.:.' 

(!S2 170'" v,., , ',$63-470" 
, ",. , 

" .', 
"\ .' I 

""1 0, 

11'400" ,. , " 

33~'J190" " 
, 11 600;:; 
, :", ":,.', 33 190·", ! " 

$ 7,S80 

The engineer's estfmated 1973 summaries of earnings at 
the various alternates considered herein are, asfol1:ows.: 

. . 
~ ." 
a' .. 

: Authorized. .. Item : Flat Rate .. 
.. , 314=:i,nch .. 
: Meter Minimum· 

: Proposed,' :' All" Metered. : 
: Fla:t'Rate : "S~rviee" : 

Qperating Revenues S5.367 
Operating ~n:;es 4,200 
J:le.preciation 1,550 
Taxes Other Xben Income 950 
Income Taxes 100 

Total Expenses $6..800 

Net Revenue $(1,433) 

:Rate Be,.se' $7,580 

Rate ¢,! Return 

"'At $5.00 per mon.th now charged. 

56.720 ' 
4,200 
1,550 

9SO 
100· ' 

$6..800 

S (~), 

S'7,5S0 ' 

SS,.736 ' 
4,20() 
1,550 
, 950 , 
,'560 ' 

S7~.260: 

$1.,476-

'$7,580: 

19 .. ;55& 

'$'~310', 

Sl8~~"" 
, '.', 
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The staff engineer testified that. the defendant bas 
operated the system. at a loss for over five years;tbat'it has 

been charging an unauthorized rate; and that the rate p:ropos~ 

by tile complainant would produce an excessive rate of return 

of 19.5 percea.t. He stated that a flat r~te of $6 .. 00 per service 
connection will produce a returo. of 7.4 percent on 'the 1973: 
estimated nonmetered rate base. 

The. engineer further testified that the defendan~' s 
wate: p:essca:es are within the limits presc=ibed by Ge.."1eral 
Order No. 103, and that the defendant has no lo~l telephone 
number or location for transacting of business. He recommended 
that defendanr. be required to ma.ke arrangements with a local' 
serviceman. This latter appears to have been. done by the hiring 

of a Mr. Thompson who appeared at the hearing~ is a loealman,.' 

and wi II be available for service •. 
Findings and Conclusions 

1. Defendant is a public utility water company. ! 
2.. Defendant has mete::'ed approxitlately four of 112 serVice 

connections. All mete::-s now in place- should be removed, and' all 
services should be on a flat rate basis, except as specified in. 
Finding 4. 

3. Defendant :is in need of additi~nal =evenues, but the 

flo.t rates proposed by the complainants are unreasonable. 

4. The staff engineer's estimate of revenues foX' 1973" 
with all services on a $6.00 per month each flat rate basis" will 
Sive de:fcc.e.a.nt a rate of return of 7.4 percent on its nomnetered 
r.ate ba;se and is reasonable. 'this result should be adopted for 

:he 'UX'1 .. :>ose of this ciecision.. The metered rates sb.o.~ld remain: in 
effect t:o be assessed against customers ~~ho waste water. 
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,6, .... 

5. The increases in flat rates and charges herein authorized 
are justified; the flat rates and charges herein authorized are 
reasonable; and the present flat rates and charges, insofar.e:s they 
differ from those prescribed herein, are for the future unjest and. 
unreasonable. 

6. PurS\laUt to subparagraph (A) of Rule 23.1 of the Commis
sion's Rules of Procedure, the r~te increase is excmpc from the 
requirt'Olents of that rule, defendant beix:g a utility which qusli
fies £orthe small bUSiness exemption set forth in Title 6, .Economic 
Stabilization Act of 1970, Se~tion 130.40, Subparagraph E. 

7. Defencl<:.nt should be required to have a servicem.3li ava!l3.ble 
at 0111 =~sonable hours in the vicinity of the service area and 
to nocify all cc:s.ton:ers by mail ~tnt1t:g whe:eand how the. service
man cat:. b-e reached. 

S.. Th.e mete:red rates on file should re:nain in effect. 

!he Commission concludes that the flat rates should be 

revised, as specified in the order herein, and a ,serviceman 
:cquired to· be available in collfor.nance with the following order. 

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

IX IS ORDERED that: 

1 •. ~ithin ten days after the effective da~e of thisorde~, 
Lakeland \.Tater Company shall file the revised flat ::ate schedule 
attached to this order as Appendix A and concurrently shall. 
withdraw and cancel its presently effective flat rate sched~e~ 
S~ch :filit'lg shall comply with General Order No. 96-A. The effec
~~ve date of the revised schedule shall be thirty days afte~ :he 
d.:lte of filing. The revised schedule shall apply only to 5~ee 
rendered on and after ~he effective date thereof. 
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2. Defendant sba.ll~ within thirty days after the effective 
date hereof~ remove any meters no"" in place and connected' to' 
services, except as provided in Ordering Paragraph 3. 

3. After the effective date hereof,. only those customers, 
committing waste shall be metered and after metering defenda.nt's, 
existing metered rates shall be assessed and collected' from 'such 
customers. 

4. Defendant shall have a serviceman availa1>le at all 
reasonable hours. The telephone number and address of the 
s~eeman shall be provided to all customers by mail. 

The effective date of this order shall be' twenty ,days 
after the date of personal service of a copy of this decision'on' 
the Lakeland water Company.. ",J', 

Dated at' S:I.n Fr&~tc» ~ Ca1iforrda,.' this '_.A<;.;I~"-__ 

day of APRIL ,. 1973. 

Collllll1a:s10De1" J. P. Vuka,51n .. ;:1" ... beiDa 
neeeS~l"11y ~~~e~t~ d1d not p&rt1c1,.te 
in the 4iSpos1 t10n or th1. proe.~ ',' 

.... 
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APPENDIX. A 
Page 1 of 2 

Seh~dul~ No: 2R 

A~plieabl~ to all !lAt rate reeidential water eervice. 

'I'ElmITORr 

• r 

(1')" 

(C) 

<C) 

~ets No~. "~5, ,,)6, :;5108, Met vicinity, located northeast - (t) 
of I.ea.bella, Ker.c. County. 

For a~.Jlgle-:f'amily residential unit, 
including premi6es not exceeding 
7.500 sq. ft. in area ••••• _ ••••• ___ •••••• 

a. For each ac!ditional ~i:lgle-:f'amly 
re.sicie::.tial tmi t on the e>a:le' ~remi.se~ 
and $erv~d from the :5am~ eerv:i.ee 
eO%l1:lect.ion ....................... __ ..... . 

b. For each 100 SCI.- ft. of premi8es in 
e:xce~ of 7,500 . .,.q. ft ........ _ ......... . 

SPECIAL CONDITIONS 

. . 

Per Service Cozmeet1on 
Per Month 

S6 .. co 

4.50 

.70 

. (C) 

. (I) 

(N) 

(N) 

1. ~c above flat rate~ apply to a service cozmeetion not larger (C) 
-:hru:. 3/4-ir.eh in dilll:1cter. 

2. All ~rvice not eovered by the above eJ.a,.,~fie8.tion.s ~ 'be (~) 
!U.~~ o~ on a Qetered b~ under Schedule l-A. 

(Ccnti%iued) 



AP~'DIXA 
Page 2" of 2 

Sehec.ule No.2R 

RESIDENTIAL FIAT RATE SERVICE 

S?ECIA.L CONDITIONS. - Continued 

3. For a newe:ervice or a euS'tQmer who hM not eoStabl:tshed h:i8 . 
:permanenC1 as a year-round ree:idex:.t, an annual 3dvan~ ;paymen.t 'lMA1 'be 
req,uired which i6 equal to 12 timee: the mo::.thly flat rate charge. 

4. When a meter is il:stalled and se:vice. p::-Ovided under 
Schedule 1-A,. 3~lal general metered e:ervice, such metered eervice . 
~ 'be ef'f'ecti ve as of the !:i:l$t day of' the next calenda: month. 
Where the nat ra.te charge has 'been paid in advance t no-f'und of the 
prorated dif'ference between euch flat rate payoent and the meter 
m:i.m.mwn charge '!orthe same period ahall be made on or before the 
'beg:inn-;ng of metered :5ervice. 

• .61 

(N) 

(N) 
I 

(N) 


