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Decision No. 89914 ~ JAN 3"0 1979 

BEFORE THE PUBLIC UTILITIES COMMISSION OF ~dE STATE OF CAlIFO&~IA 

In the Matter of the Application ) 
of Starlite Water Company, for an ) 
Increase in Rates and an ~~ension~ 
of Service to Include 23 lots 
Adjacent to Present Service Near 
Bishop. in Inyo· County. ) 

Application No. 57673 
(Filed ~ovember 7, 1977) 

Farrell D. Freeman, for Starlite Water Company, 
applJ.cant. 

R. M. ~, for the Commission staff. 

OPINION --- ...... _--
Starlite Water Company (applicant) reGueses authority to· 

extend its present service area. to ineluce an additional 23 lots 
(referred to as Tract No.. 127) and to increase existing rates:, to offset 
actual operating expenses incurred during 1977 and 1973. 

Applicant is a corporation owned oy Farrell D. Freeman, 
Patricia A. Freema...""l., Ray S. Freeman, and Hilda D. Freeman. Applicant's 
service area is located 8~ miles southwest of Bishop, Cal~fornia, 
~ mile west of State Highway 16$.. The proposed new service area is 
approxL~tely 13 acres divided into 2Z 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 4411 lots 
pursuant to Decision No. 86866 dated January 18, 1977 in Application 
~o. 56428. !hat decision provided that Cocmission approval be obtained 
prior to applic~~' s extendi:lg i t.s ::.ai:lS to se:-ve :lew customers a:ld t.hat 
the developer deposit $500 per lot i~ a loss reimburseoent fund to be 
used by the utility when eA~enses exceed revenues. !hat decision also 
established the present rates which bec~e effective April 21, 1977. 

11 Of the 44 authorized connections, there are 32 customers presenely 
receiving se~ice. 
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Applicant's present. distri'bu-eion systec consists of o-~.nch 
diameter PVC pipe with three wells delivering 68 gal~ons-per-
minute to a 47, SOO-gallon underground co'ncrete reservoir located. at 
the system's highest elevation. At present the minimum gravity 
pressure to any lot is 20 psi. A booster pump is seheduled to be 
installed to ensure a minimum of 40 ps5. to all connections.. 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 many letters 
of pro'test with requests for a public hearing. Hearing was held in 
the afternoon and evening on September 0, 1978 at Bishop before 
Administrative law Judge Banks at which time the matter was submitted. 

Ten custom.ers 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 attenciance 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 that an increase is required because 
(1) there has been no fire protection revenue as anticipated as no 
fire district has been formed, (2) usage and resultant revenue has 
been lower than anticipated because of conservation, and the usage 
factor used to dete~ne r~tes was based on customer consum?tion prior 
to their being ehar~ed for water, and (3) expenses for recorded year 
1976 were $231.l4 or 9.8 percent greater than was esti=ated. 

!he 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 additional connectio~; that the cost of imorovecents is 
approximately $10,000; 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 b~ deposited when all 

~ present lots are sold. 

-2-



A.57673 km/ka 

Applicant's present and proposed rates a%e as follows: 
Present Quantity Metered Rates: 

First 1,000 eu.ft ••••••••••••••••••••••••• 
Next 2,000 eu.ft., per 100 cu.ft ••••••••• 
Next 2,000 eu.ft., per 100 cu.£t ••••••••• 
Over 5,000 cu.£t., per'lOO eu.£t ••••••••• 

Pro'Oosed Rates: 
Service Charge 
For ~/8 x 3!4-inch meter •••••••••••••••••• 

Quantity Rates 

$5.00 
.35 
.25 
.20 

$4.50 

First 1,000 cu.£t ••••••••••••••••••••••••• $3.50 
Next 2,000 eu.£t., per 100 cu.ft. •••••••• .40 
Next 2,000 eu.ft., per 100 cu.ft. •••••••• .46 
Next 2,000 cu.£::., per 100 cu.ft. •••••••• .53 
Next 2,000 cu.ft., per 100 cu.ft. •••••••• .6l 
Over 9,000 cu.ft., per 100 cu.ft. •••••••• .70 

Mr. Farrell D. Freeman testified on behalf of applicant. 
He restated the allegations contained in the application and added that: 
the increase sought would allow applicant to b~eak even. 

The following table Shows applicant's results of operation for 
recorded 1976 and its estimates for the first and fifth year of 
operations at the proposed rates: 
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~ OPERAm;c;. m::soI.:rs 
AS OF ZN!) OF '!'!A.R 

Revenu~: 

Met~ Water Revem1e 
~mneterec1 Water ReYenue 
Fire Protection lWrenue 

Total Revenue:s 

Expen:sel5: 

Source ot Water Supply Exp. - lI.i:5C. 
Purc:l:a.5ecL Water 
Power aM· Fuel tor P=xps 
OpeZ'&t1on and. Maintenanee - I.a.bor 
Operation and. Ma.intenrmc:e -~ 
Opera.tion and. .Ma:1.ntenanee - Contract Wk. 
Otnee and,. Ma:aagement.- . Salmes 
Ot~ee SUl'Pl1o~ and. ~ 
~e~ 
Ac:~, Legal and· Other Services 
General~ 
Vehicle~ 

Subtot&l Operating ~ 
Del'red.a.t1on ~e 
'l'axe:s 

ToQl ~:5, l)eop,r. &DC1 Taxe:s 

Net Revenue:s 

Aet.ual 
Open.t:1.on 

1976 

26 

S2,3Sl.73 

2,381.78 

396.96 
;30.30 
22.26 

SOC.oo 
16./.J:) 

SO.OO 
JJ:J.OO 
69.00 

1ncr.74:~ 
949.97 
~22·2~ 

2,,578.l.1. 

$ (196.36) 

(R.eC. ?C...g\:o.. -e ) 

*~~ Fall 
Y.e&%" o~ FU""...h 
~tion '!'''&r--

32 49 

S4,$9a.OO $7,9.30.00' 

k.,598.00 7,930.00 

/HI .. 00 800 .. 00 
100.00 150.00 

50.00 100.00 

1,lSO.00 1,980.00 
SO.OO 7$.00 

so. 00 100.00, .. 
$0.00 75.00 
85.00 138.00 

2 a02l... 00 , ~lll8'.OO 
1,21)7 .. 00 1.~7.CO'· 

600.00 ~IOOO.OO 

3~89J..00 5,685 .. 00 
$ 7(17.00 $2,24$.00 

*F1r:st tall ;rea:r or operat1on a.tter rate eha:lge i:s appz'OVed.. 

The Commission staff witness was senior utilities engineer 
Mr. Robert M. Matm. He testified that: he investigated applicant's 
facilities, examined its records, and prepared a report which he 
inttoduced as Exhibit l .. Y 

~e rate base shown i::z. this star: :-eport is not sho"tlllll in this 
decision as it is inconsistent with the provisions of Commission 
Decision No. ~66. 

/ 

" 
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Consumt)t:ion 
As seen in ~he following table, applicant's records reveal 

the average consu=.ption to be 2,000 c£ per month. '!he following 'table 
shows that based on the average consumption, the average increase is 
about 51 percent. 

Usage Pre sen: Proposed Percent 
100 cu. ft. Rates Rates Increase 

0 $ 5.00 $ 5.00 01-
3 5.00 5.96 19 

10 5.00 8.76 75 
20 (Avg.) 8.50 12 .. 76 50 
50 17.00 24.76 46 

100 27.00 44.76 66 

'!he staff witness concluded that: (1) applicant has an 
adequate water supply to serve the additional Z3 customers; (2) 
applicant should be authorized to enter into a main extension agree­
ment with the developer for the proposed extension of service; 
(3) applicant should be required to continue the loss reimbursecent 
program of $500 per lot as ordered by Decision No. 86866; (4) appli­
cant's operations remain restricted to tbe 44 existing lots plus the 
requested extension int:o Tract: No .. 127; and (5) future extensions of 
mains or additional customers to be served be approved by the 
Commission. 

'I'he staff recommends that: 
1. Applicant be granted a certificate of public 

convenience and necessity to serve the 23 
lots in Tract No. 127. 
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2... App lic:au1: be r~ed 1:0 con1:inue the. loss 
7:e~sement fUnci by requiring the 
subdivide: to provid.e $500 per lot for eaeh 
lot sold and report to the Commission and 
the develope: on or before March 31 of each 
'fear incliea1:ing reeeip:t:s and. expenditures 
from. the fund.. 

3. Applicant be aut:b.orize<i to increase 1t:5 
ra.1:es for metered water service, and be 
au~r1zed t:o cancel its present rate, 
Pub lic Fire Hydra.nt Service schedule .. 

4. Applicant be restricted to a. tot:al of 67 
customers, i.e., those presently being 
se:ved and the additicmal 23 proposed herein. 

5. Appliean1: prOV'ide a minima pressure of 
40 psi tilx'oughout the service area and :hat 
the developer acivance money to provide a 
booster pump and hydropneucatic tank. 

At: the hearing, appllea:c.t accep-:ee. the staf'!' s esti:lates j 
and recommendations co:c.tai:l.ed in Exbi'bi t 1. 

the record herein is clear.. Applicant: has been opera~..:.ag at 
a loss sil:i.ce o'Qerad:.O'C.s be~n in 1976. However, revenue:ct hav~ be~ 
adequate to cover out .. of-poeket operating expenses (cash),. as noted 

in Ordering Parag:apb. 6, Decision No. 86866.. 'the system has a.n adequou:e 
source of water supply,. and tbere have been no se::vice complaints 
filed. with 1:he COtXlmission. 

Decision No. 86866 dated January l8, 1977, which granted 

applicant 3 certificate, pointed out that the water utility was likely 
to lose money during t:be first five yea:s of operation and ehat 
:evenue fro= the sale of water would be insufficien1: 1:0 pay ordinary 
opera1:ing expenses. '!be decision also n01:ecl that the wa1:er syS1:em. was 

n01: economically self-s\1£fie1ent 011: that 1:ime and 1:hae i1: was unlikely 
to grow to· a size where it would become self-sufficient in the near 
future. It was in recognition of these facts tlla. 1: the Loss Reimburse­

ment Fund was established._ Applicant accepted a certificate with full 

kn~ledge of these facts. Despi1:e this, i1: applied for the ?res~nt rate 
~erease less than ten months after 1:he original certificate was granted. 

In view of the exis1:enc:e of the Loss Rei:nbursement Fund to e cover out-of-pocket losses and in view of 1:b.e fact tb.a.t applicant was 
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fully aware that this water systec was too small to be a money 
making enterprise, we do not agree that a rate increase at this 
time is justified. 

We also noee that this utility has not filed a report 
on the status of the Loss Reimbursement Fund, as required by Decision 
No. 86866. However) as out-of-~ocket expense~ as specified in /fft-g 
Decision No. 86866, have been covered by revenues, the fund should be 
intact, with $11,500 available to provide assistance i£ revenues 
drop below authorized expenses. 

In Decision No. 86866 tbe Commission ordered that the 
water system be upgraded, if necessary, to meet the requirements of 
General Order No. 103, and that boosters be installed to provide 
a minimum of 40 psi pressure throughou't 'the system. Applicant now 
states that the developer of the new ex:ension will provide funds 
for a new well and a booster p~p to ensure adequate water pressure 
throaghout 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 bas not presented adequate data to justify an 
increase in water rates at this time. 

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

4. Applicant should continue the loss reimbU'.t'sement agreeme:lt 
with the subdivider wherein the subdivider will contribute $500 per 
lot for each lot sold. 

S. Applicant should not expand its service area beyond that 
authorized herein or make new connections without prior authorization 
of the Comroission. 
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6.. Applicant should require the subdivider 0: Traet No.. 127 to 
advance the money to provide a booster pcmp and hydropneu=atie :ank 
in order to meet the ~n~ pressure requirement of 40 psi throughout 
the service area. This equipment should be installed before service 
is provided to the additional 23 lots. 

7. The Com::nission has not received any service complaints. 
The Commission concludes that the application should be 

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

OR.DER 
--. ... ----

IT IS ORDERED that: 
1. After the effective date of this order, applicant Starlite 

Wa ter 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 file a revised tariff service area map, 
appropriate general 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 filing. 

S. Applicant shall prepare and keep current the system map 
required by paragraph I~lO.a of General Order No. lOS-Series. Within 
ninety days after the effective date of this order, applicant shall 
file with the Commission ewo copies of this map. 

4. The provisions of Ordering Paragraphs 5,6, and 7 of Decision 
No. 86866 are hereby extendee to apply to' 'I'raet No. 127. 

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

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

Dated at __ --:Stm=:..::~::..:.::=;:;;:::;. ____ , California, this gc;a 
day of ___ JA;,;;N;;.;:::U~A~RX,--_____ , 1979. 

?rC::OIlt but· :lot participe:ting .. commissioners 

Co~is=ionor Leonard M. Grfm~s, Jr. 

?rC::O:lt 'but ·not part1eipat1:lg., 
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