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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application g
of Starlite Water Company, for an

Increase in Rates and an Extension Applicatiecn Ne. 57673
of Service to Include 23 lots (Filed November 7, 1977)
Adjacent to Present Service Near

Bishop in Inyo County.

rarrell D. Freeman, for Starlite Water Company,
appilcant.
R. M. Mann, for the Commission staff.

OPINICQON

Starlite Water Company (applicant) requests authority to
extend its present service arez to include an additional 23 lots
(referred to as Tract No. 127) and to increase existing rates to offset
actual operating expenses incurred during 1977 amd 1973. | |

Applicant is a corporation owned by Farrell D. Freeman,
Patricia A. Freeman, Ray S. Freeman, and Eilda D. Freeman. Applicant's
service area is located 8% miles southwest of Bishop, Califormia,

% mile west of State Highway 168. The proposed new service area is
approximately 13 acres divided into 22 lots immediately adjacent to

the existing service area. The new service area is a development of
farrell D. Freeman and Ray S. Freeman (developer).

Applicant was authorized to provide service to some 442/ lots
pursuant to Decision No. 86866 dated January 18, 1977 in Application
No. 56428. That decision provided that Commission approval be obtained
prior to applicant’s extending its mains +0 Serve znew customers and that
the developer deposit $500 per lot in a loss reimbursement fund to be
used by the utility when expenses exceed revenues. That decision also
established the present rates which became effective April 21, 1977.

‘l' 1/ 0f the 44 authorized commections, there are 32 customers preseatly
receiving service.
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Applicant's present distribution system comnsists of 6=-inch
diameter PVC pipe with three wells delivering 68 gallons-per-
minute to a 47,500-gallon underground concrete reservoir located at
the system’s highest elevation. AL present the minimum. gravity
pressure to any lot is 20 psi. A booster pump is scheduled to be
installed to emsure 2 minimm of 40 psi to all conmectioms. The
proposed extension will also utilize 6-inch PVC pipe to meet General
Order No. 103. The proposed extension is to be financed by advances
from the developer.

All of the present customers were notified of the proposed
rate increase on July 10, 1978. The Commission received memy letters
of protest with requests for a public hearing. Hearing was held im
the afternoon and evening on September 6, 1978 at Bishop before
Administrative law Judge Banks at which time the matter was submitted.

Ten customers appeared at the evening session of the
hearing in protest of the proposed rate increase. One customer stated
that he did not believe applicant should be required to operate at a
loss. The others in attendance stated they were opposed to any rate
increase because the present rates are higher than rates in the city
of Bishop and any increase would make water costs ridiculous.

Applicant alleges <hat an increase is required hecause
(1) there has been no fire protection revenue as anticipated as mo
fire district has been formed, (2) usage and resultant revenue has
been lower than anticipated because of comservation, and the usage
factor used to determine rates was based on customer consumption priox
to theixr being charged for water, and (3) expenses for recoxded yeax
1976 were $231.14 or 9.8 percent greater than was estimated,

The application states that applicant has been operating at
a loss since its inception; that a new well and pump is to be installed
to serve the additiomal commnections; that the cost of improvements is
approximately $10,00C; that the improvements are to be financed by
the developer; and that the developer has deposited $4,000 in the form
of certificates with an additional $4,000 to be deposited when all
present lots are sold.
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Applicant's present and proposed rates are as follows:
Present Quantity Metered Rates:

First 1,000 Cu-ftﬂ POV PP IO P I RSP E e Ss.oo
Next 2,000 cu.ft., per 100 cu.ft. cececves .35
Next 2,000 cu.ft., Per 100 C‘L‘L.f‘:- RN NN R NN 025
Over 5,000 cu.ft., pexr 100 cu.£t. ceceeecee 20

Proposed Rates:
Service Charze
For 5/8 x 3/4=inch METEY sevscccrccesovencs $4.50
Quantity Rates

First l,ooo cu.ft. SO SOOI ITRERERP DO SS $3.50
Next 2,000 cu.ft., per 100 cu.ft. .ieeeces W40
Next 2,000 cu.fr., per 100 cu.ff. ccvecece. .46
Next 2,000 cu.ft., per 100 cu.£t. .ceveeve. o33
Next 2,000 cu.ft., per 100 cu.ff. sccveee. <61
gver 9,000 cu.ft., per 100 cu.ft. cceeses. .70

Mr. Farrell D. Freeman testified on behalf of applicant.
He restated the allegations contaimed in the application and added that
the increase sought would allow applicant to break even.

The following table shows applicant's results of operation fox
recorded 1976 and its estimates for the first and £ifth year of
operations at the proposed rates:
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ZSTIMATED OPERATING RESULTS
AS OF ZND OF YFAR

Actual *frst Pl
Operantion Year of
1976 Ooeration Ymar

Number of Customers (Zzd of Year) 2% 32 L9

Revermes:

Metered Water Revemue . %2,381.78 $4,598.00 $7,930.00
Ynmetered Water Revernue - -
Fire Protecticn Revenue - -

Total Revermes 4,598.00 7,930.00

Expenses:

Source of Water Supply Exp. = Misc. - -
Purchased Water - -
Power and Fuel for Pumps 489.00 800.00
Operation and Mainmtenance « Labor 100.00 150.00
Operation and Maintenance - Materials 50.00 100,00
Operation and Maintenance — Contract Wik. - -
0ffice and Management Salaries , 1,150.00 1,980.00
QfZice Supplies and Expense 50.00 75.00
Insurance Expense - N
Accounting, Legal and Other Services : 50.00 200.00..
General Expense 50.00 75.00
Vehicle Expense £5.00 138.00

Subtotal. Operating Expenses 22074.92 2,02L.00 2,418.00:
Depreciation Expense 1,267.00 %5267.00
Taxes 600.00 1,000.00

Tetal Expenses, Denr. and Taxes ' 3,892.00 5,685.00
Net Revenues $ (196.36) S 707.00 $2,245.00

(Red Pigure)
*First full year of operation after rate change is approved.
The Commission staff witmess was senior utilities emgineer
Mr. Robert M. Mann. He testified that he imvestigated applicant's
facilities, examined its records, and prepared a report which he
introduced as Exhibit 1.

2/ The rate base shown in this staff report is not shown im this
decision as it is incornsistent with the provisions of Commission
Decision No. 86866.
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Consumption
As seen in the following zable, applicant's records reveal
the average consumption to be 2,000 ¢£ per month. The £ollewing table

shows that based on the average comsumption, the average increase is
about 51 percent.

Usage Present Proposed Perceat
100 cu.ft. Rates Rates Increase
0 $ 5.00 $ 5.00 0%

3 5.00 5.96 19

10 5.00 8.76 75

20 (Avg.) 8.50 12.76 50

50 17.00 24,76 4o

100 27.00 44.76 66

The staff witness concluded that: (1) applicant bhas an
adequate water supply to serve the addiriemal 23 customexrs; (2)
applicant should be authorized to enter into & main extension agree-
ment with the developer for the proposed extension of service;
(3) applicant should be required to continue the loss reimbursement
prograzm of $500 per lot as oxdered by Decision No. 86366; (4) appli~
cant's operations remain restricted to the 44 existing lots plus the
requested exstension into Tract No. 127; and (5) future extensions of
mains or additional customers to be served be approved by the
Commission. '

The staff recommends that:

1. Applicant be granted 3 certificate of public
convenience and necessity to serve the 23
lots in Tract No. 127.




A.57673 ‘km /¥a/ai**

Applicant be required to comtinue the loss
reizbursement fund by requiring the
subdivider to provide $500 per lot for each
lot sold and report to the Commission and
the developer on or before March 31 of each
year imdicating receipts and expenditures
from the fumd.

Applicant be authorized to increase its
rates for metered water service, and de
authorized to cancel its present zate,
Public Fire Hydrant Service schedule.

Applicant be restricted to a total of 67
customers, i.e., those presently being
served and the additionmal 23 proposed herein.

Applicant provide a minimm pressure of

40 psi throughout the service area and that
the developer advance money to provide a
booster pump and hydropreumatic tank.

At the hearing, applicant accepted the stall's estimates
and recommendations contained in Exhibit l. ' e

The recor@ berein is clear. Applicant has been operating at
a loss since operatioms bezan in 1976. However, revenues have been
adequate to cover out-of~pocket operating expenses (caskh), as noted
in Ordering Paragraph 6, Decision No. 86866. The system has an adequate
source of water supply, and there bave been no serxvice complaints
filed with the Commission.

Decision No. 86866 dated Jamuary 18, 1977, which granted
applicant a cerxtificate, pointed out that the water utility was likely
to lose momey during the £izst five years of opexation and that
revenue from the sale of water would be insufficient to pay oxzdinary

operating expenses. The decision also noted that the water system was
not economically self-sufficient at that time and that it was unlikely

to grow to a size where it would become self-sufficient in the mear
future., It was in recognition of these facts that the Loss Reimburse-
ment Fund was established.  Applicant accepted a certificate with £full
knowledge of these facts. Despite this, it applied for the present rate
increase less than ten months after the originmal certificate was granted.
In view of the existence of the Loss Reimbursemeat Fund to
cover out-of-pocket losses and in view of the fact that zpplicant was

-6-
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fully aware that this water system was too small to be a money
making eanterprise, we do not agree that a rate increase at this
time is justified.

We also note that this utility has not f£iled a report
on the status of the Loss Reimbursement Fund, as required by Decision
No. 86866. However, as out-of-pocket expensel as specified in v 4%
Decision No. 86866, have been covered by revenues, the fund should be
intact, with $11,500 available to provide assistance if revenues
drop below authorized expenses.

In Decision No. 86866 the Comission ordered that the
water system be upgraded, if necessary, to meet the requiremeats of
General Order No. 103, and that boosters be installed to provide
a minimun of 40 psi pressure throughout the system. Applicant now
states that the developer of the new extemsion will provide funds
for a mew well and a2 booster pump to easure adequate water pressure
throughout the system. The necessary plant improvements should be
made without delay, before additional customers are added to the water
system.

Findings

1. Revenues have been adequate to cover out-of-pocket (cash)
operating expenses. :

2. The utility has not presented adequate data to justify an
increase in water rates at this time,

3. Applicant has shown it has the fimancial ability to sexve
the 23 additional lots in Tract No. 127.

4. Applicant should continue the loss reizmbursement agreemeat
with the subdivider wherein the subdivider will comtribute $500 per
lot foxr ecach lot sold.

5. Applicant should not expand its sexvice area veyond that

authorized herein or make new comnections without prior authorization
of the Commission.
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6. Applicant should require the subdivider of Tract No. 127 to
advance the money to provide a booster pump and hydropmeumatic tank
in order to meet the minimum pressure requirement of 40 psi throughout
the service area. This equipment should be installed before sexvice
is provided to the additiomal 23 lots. |

7. The Commission has not received any service complaints.

The Commission comcludes that the application should be
granted to the extent set forth in the oxder which follows.

IT IS ORDERED that:

1. After the effective date of this oxrder, applicant Starlite
Water Company is authorized to extend service, under the provisions of
applicant’'s Rule 15, Main Extensions, of its filed tariff schedules,
to the additional 23 lots (referred to as Tract No. 127).

2. Within forty-five days after the effective date of this
order, applicant shall f£ile a revised tariff service area map,
appropriate gemeral rules, and sample copies of printed forms that are
normally used in connection with customers’ services. Such filing
shall comply with General Order No. 96~A. The effective date of the
revised tariff sheets shall be five days after the date of £iling.

3. Applicant shall prepare and keep current the system map
required by paragraph I1.10.2 of Gemeral Order No. 1l03-Series. Within
ninety days after the effective date of this order, applicanft shall
file with the Commission two copiles of this map.

4. The provisions of Ordering Paragraphs 5,6, aand 7 of Decision
No. 86866 are hereby extended to apply to Tract No. 127.

5. The application for a rate increase is denied without
prejudice.
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6. Except as modified by this ordexr the provisions and restric-
tions of Decision No. 86866 remain in full force and effect.

The effective date of'this order shall be thirty days after
the date hereof.

Dated at San Francsco » California, this ZOJ‘L
day of _ JANUARY s L979.

. Commiccioner Joka B Revgon

Prosort dut.zmot participating. Commissioners

Commiscionor Leonard M. Grimes, Jr.

Presont but not perticipating.




