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Decision No .. ___ 9_0_8_7_7 __ 

'BEFORE 'I:HE PU'Bt.IC UTILITIES COMMISSION OF :rae- STAn OF' CALIFORNIA. . 

In the matter of the application ) 
of ~ MANOR. WA'.rElt' COMPANY ~ ~ 
a californ:La corporation,. for ., 
authority to execute a loan. con­
tract with the State Department 
of Water Resources. for a $884" 000 ~ 
loan and to- increase rates, for 
water service. 

AlUtOWHEAD MANOR. WATER. COMPANY ~ 
for an increase in rates. .. 

) 

Application. No. 57533-
(Filed August 23-" 1977; 
amended May' 21~. 1979:' 

and May 29", 1979) 

Application No. 58863 
(filed. May 15,,, 1979). 

Albert A. Webb Associates" by 
Re~Mld H. Knaggs~ and Jean 
sehottme:, for applicant. 

Daniel .J. Cor.d.gan~ for Department 
of Water Resources" interested 

/ 

party. ' . 
Alvin S. Pak, Attorney at Law, c., Fiiiik Filice,. and Victor, 

Moon,. for the Commission staff. 

Ar.rowhead Manor Water Company" Inc. (applicant), a: 
californ1a. corporation~ provides water service to 547 flat rate 
and 43 metered customerS' within and adjacent' to the unincorpo­
rated community of Cedar Glen~, a mountain resort area.wb.ich is 
located approximately :one- mile southeast of Lake' Arrowhead, in 
San 'B~o,· County. . 

Applicant t s water system,.. created'. by the ,interconnec­
tion of two' separate systems in 1957, is supplied water from·a· 
tumlel d:lversion, a horizontal well, and from· connections to 
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the Crestline-Lake Arrowhead Water Agency (Water Agency). There 

is a varlation of elevations wi'th1n the serV'ice area: in excess­
of 400 feet. Applicant and/or its predecessors have- installed 
several steel ta:n1cs,. a hydropneumatic ta1lk,. and: booster pumps to' 

p~ovide- w.ter s~c.~;- ,".~~.bulk~f,~e ~i1lB: in ~e_~t~are' 
substand.ard and undersized .. 

~umna;y or- Op1ll!.on 
This opinion grants applican~ an increase in ra~es' 

designed to result in increased revenue of $15·,630, .. · based· on 
adopted 1979 test year- results. 0'£ operations., Fifteen hundred 
dollars (or 10 percent 0'£ the management. salary eXl'ense'£orthe 

test year) is disallowed because of applicant's o!tensive 
conduct dealing 'With customers., 

Although applicant's system is in need of" extensive 
i:nprovements,'-and a loan from the Department of: Water. Resources 
(DWR) is the most realistic source of capital potentially available 
to finance the improvements~ this opinion does ,not-authorize . 
applic~t to finalize sueh a loan - and apply a rate s~reharge 
for repaymen~ - because We £'~nd applicant has not, thoro~ghly 
thought out its requirements and has not explained' 'With·req,uisite 

specificity Wa.t modifications or improvements. it proposes to 
undertake. Applican~ is provided-60 days to file the 'need~ 
inf"ormation (outlined in this opinion) either by amending 
A.57533 or supplementing its showing;: and that· applicatiOn. 
remains open awai.ting action on the' part of applicant .. 

-2- ,.c 

, t', 

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



A.57533. L sW/ks - • 
Background on A.58863 

On September' l~ 1978 applicant notified its customers 
of a proposed 98 percent general rate increase. A public meeting 
concerning this. request was held on October 4~ 1978 •. After that 

meeting~ the- sta:f suggested that applicant file: for a lesser 
increase. Applicant; filed Advice Letter No. 18: on April 16,. 1979 
requesting a general rate incl:'ea.se of' $16~331 (40.4 percent). 
nrl:s reduced. request reflects applicant's deletion of approxi­
mately $40~OOO in system, improvements and a lower rate of return 
(8.63 percent) on rate base. compared to its earlier proposal. 

The Cotmr[ ssion docketed AdVic'e Letter No. - lS 
as A.58868: and.'·~-OllsOlidated it for heariilg with A.575-)3. Atter 
notice, the~hearingS"~re held on June'4, 1979 in' the qommutiity 6:f 
Twin Peaks located near applicant' s· sen1ce:area.~ and on June 5, 
1979' in the city. of Los Angeles before' Administtative Law Judge' 
Levander. A.58868', 'Was. submitted on June 5, 1979. A.57533. was 
CO'J1t~ed subject to, receipt of late-filed Exhibit 5 by June lS~ 
1979 and tor reyiew 01: the design and engineeriJ?g calcUlations 
supporting the design by th~ ~1S$ion staff ~ ,the DWR,. 
and/or the Department ot HeaJ. th Services of" the State o:t California 
(Heal th Dept.). The engineering ealeul.ations needed. to verity' 

the proposed system's capability to meet peak domestic- !lo'WS 

~ £'ire nows ot' at least l..,'OOOgpm at all fire, hydrants on 
the system had not been supplied, by applicant as ot' September'lS, 
1979. 
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A.58868: shows (a) a 1979 operating ~loss of $5,,915 at 
present rates, (b) net revenues of $'8',44S':"at pro~sed, rates, and' 

•• I , 

(c) an 8'.6J. percent rate- of return on a $97-,,911 rate' base-a.t 

proposed rates. A staff report,. Exhibit 6,. supported. "~:-_', 
requested increase. 

Applicant' So revised SUDIDB.ry of earn:tngs~ Exhibit Z" 
shows (a) operatiDg l:eVenues; at present and' at proposed' rates' of 

$42,138 and $59,270, respectively, (b) an operating loss' of 
$6,232 at present rates, (c) net revenues of $a,100 at proposed 
rates, and (d) an 8.3 percent rate of return on a $97',900 rate 

base at proposed rates. 'l'b.~ staff stipulated tOt the reasonable­
ness of the revisions contained in Exhibit 2. Applicant 1neluded 
$15,000 for management sal.artes in its: total operating expense 
estimate of $39,400 for 1979. 
'Backgro\md: on A.57533 ' 

Applicant's distribution system contains. approximately 

73,860 feet of 2-ineh diameter, or smaller, standard 'screw pipe, 
17,306 feet of 2-1/2-ineh to 3-1/2-ineh diameter standard screw 
pipe, 11,970 feet o'f 4-inch'diameter welded steel, pipe', 

1,400 feet of 4-1neh diameter asbestos cement pipe" and 
1,600 feet of 4-ineh diameter plastic pipe. These undersized­
mains do not have the capability of providing. sufficient d~est:£e 

water supplies to all cUstomers du:r1ng periods. of maxLmu:m. demand 

at the' minixm;zm pressures required by the Comm:Lssion,' s. General 

order No .. 103~ let alone meet the- 1,000: gpm fire- flow requirement 
for this system... A staff engineer testified that the condition 
of these 1D8.l.ns ind1cates almost all of these mains need replace­
ment in the very near future. 

Applicant and/or its ,owners allege that they could not 
obtain financing. from commercial lending instit:c.t:Lons. to, ca'XTY 
out an extensive "Water system replacement program. Pursuant',to 
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-the Safe Dr:Lnld.ng Water Bond Loan Act of 1976·, applicant applied: 
for' ,4Xld_s.~.~ ___ ~9~Q.:~2o!f-~~commlt:ment from the.· DWR.-~y-. 
for (a) an engineering master plan;. (b) replacement of -water 
mains. most of which are less. than two inches in d:tameter, \.d th 

49~780 feet of 6-inch diameter and 3,270 feet of 8-1nchdiameter 
mains; (c)· rehabilitation of a 50,OOO-gallon-water storage tallk' 
and the purcba.se· of a: 2S0,000-gallon tank;. (d) installation of 
a hydropneamatic pressure system. to eliminate' low pressures near 
storage fac:LU:cies; (e) two cotmeet10ns: to' Water Agenc:yts system; 

and (f) to institute 'WB.ter conservation measures incl'lJdi"g the . 

installation of 600 meters. 
Applicant also- proposes to replace 470 's'e:t-V1ces and 

to install 89 fire hydrants .. 
!he loan commitment requ.:L:res semiannual payments of 

• principal and interest at 5.5 percent~1 over a period of 35· years •• 

Applicant is reqa:i.red .to- provide DWR: with the' following items 
prior to DWlt's- disbursement of the loan funds·: 

"(1) Copy of the action taken by the Public 
Utilities- Commission on your applica­
tion to, take the loan. 

n (2) Written proof that you will have suffi­
cient revenue to- repay the loan. 

tf (3) Appropriate- security inserument per 
Exhibit ~ of the contract. 

"(4) Copy of au agreement with a fiscal agent­
who will transmit the-' sem:ta.ImU8.l payments 
to' us. 

ft (5) Evidence that the proposed proj ec:t bas the 
support of a majority of the' affected 
c01DllUllity. " 

1:/ This amount, contained in the amended applie&tion,added $26,~520 
for a three percent DWR administrative fee. . . 

1/ DWR may be required- to mocHfy the' :[nterestrate based upon. its 
bond issuauce costs.' .' 



• • A.57533,. 58868: SW /ks 

The following tabulation shows the proposed: ammal 

surcharges. designed> to yield $58,.900:t- approximately 145,.8 pereent 
of applicant's- 1979' revenues at present rates,. -to amortize- a 

$910,.520 loan: 

Size of Meter or 
Size of Service 

Residential!.! 

J/4-inch met,d2;/ 

l-inch. met~ 
ll.£-iDch met~! 

2-iDch mete:J!/ 

A:nnual Surcharge!:l 

$- 99-~60 

149·.40", 
249;.00 
498:.00: 
796~80 

!l For service through a 5/8, x 3/4-inch meter or a 3!4-inc:h' 
se%Vice. 

~I Applicable to metered. servi.ce only. 

~/ This surcharge is in addition. to' regt;lar charges for water 
service. After the' system bas been fully metered;. the 
surcharge may be- based on water usage. 

Applicant's consultant testified that the- revised 
design being prepared might reduce the size- of or elimiMte 

some main replacements to- lower costs (e.g.,. an 8-inch connection 
to' a -tank might be'r~duced--t6'6' iliches~" mains"on cul~e-' 

sacs not supplying fire hydrants might be reduce~ from 6 inches 
to. 4 inches? and recent 4-inc:h. main: replacements-might be utilized 

for domestic flows where· fire- flows could be' supplied from'adja-
cent: new main replacements).. The- filed portion of' Exhibit 5 

shows a 400-foo1: reduction in proposed: main' construction from 

applicant t s· earlier estimate. Applieant'".is· c.ousidex::tng._e1 ;fmina-:....-._ 
tion of :tts proposal to meter all services.!1 

2..! This would require the' consent of DWR based,' upon a future 
filixJgby'applic:ant spelling out :tts rationale'for not 
metering its customers. 
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. 4/ 
DWR recognized that due: to inflatioll-' . and/or unfore-

seen problems, more. money may be required in the' future.. DWlt's 
witness stated "if money is. required and w:tth the Commission:" s 
approval. we coUld possibly make- further money available provided 
that applicant explains what happened, 'why this;; increased money. 
was needed .. n' 

, . 

DWR: intends. to, :tndependenely verify "that the' proposed' 

project bas. the: support of the· majority of the. affectec:l community" 

" .... 
Applicant seeks: to, construct improvements: :tn two . phases 

in 1980 and 1981 to avoid costly construction under adverse (cold 
and rainy) win:cer climatic conditions.. The' . revi.sed schedules.· 
proposed by applicant are as, follows.: 

(a) Initiate engineering. design, July 1979'., 
(b) Initiate construction Phase I, January 1980. 
(e) Complete construction Phase I,. Jarmary 1, 1981 .. 
(d) Initiate const%uCtion Phase II, January 1,. 1981. 
(e) Complete eonstructionPbase II~ July 1981. 
By letter dated June' 20, 1979 (reference Item C), after 

receipt of a portion of Exhibit 5 (i ... e. ~ a map. and: a: SummB.-ry' of 
cost and quantity information)~ the- staff requested additional 
information needed to· analyze the- proposed design. Applicant 's 
response states:, in ,part, that: 

(a) Based upon a field count and review of 
a. proposed sewer line installation map',. 
370 eustome1:'S would be served from new 
Phase I facilities,. 100 additional cus­
tomers 'WOuld be' served from· new Phase II 
facilities,. and 120 customers would not 
be directly served from :new facilities; 

f!./ The orlgiDal est1matea were baaed on 19:77 costs. Applicant's 
revised Phase I construction cost, estimate' of $782,340 was 
escalated by 51 percent to $-1,182~100 to cover contingencies, 
i.nflation, engiueeri.ng,. right-of-way, legal, administl:'at::tve, 
and financing costs. Ihe corresponding, Phase II estimates 
are $347,450 and $572,800 (a 65 percent escalation) • 

.... ,. __ • ..,......' ____ •• ~ __ .... _,_, ..•• .--H .... -··· 
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(b) 

(c) 

(d) 

(e) 

No specific plans were made for replacement 
of facilities serving the remafning 120 
customers 7 although future replacement by 
applicant "as growth occurs and· customer 
demand dictates the location for replace­
ment ••• TI and through advances for construc­
tion or.contributions in aid of construction 
from owners. of five' or' more lots considering 
secondary subdivisions;. 

Fire hydrants. would be' located at approxi­
mately SOO-foot intervals. on 1:he new mains:7 
with exact locations based upon a field 
survey made with the· local fire chief; 

The proposed system is being modeled for 
computer analy:~is; and that 

After the computera1l8.lysis. has been completed, 
the data will be- used for contractor design 
drawings for obtaining bids. 

Customer Testimo& 
At the' hearing7 eight of applicant's customers· indicated 

their recognition of the need for i:arprov.ing· the 'W8.ter system,. 
particul.a.rlyas to fire flows. Several of them, were· confused as' 
to the scope of the 'WOrk proposed due to poor drawings (see 

Exhibit 3). 
Some customers: opposed metering as being wasteful,. 

unneeessa4Y,. and costly.· Others supported metering as- an eq:uitable 
method of apl?Ortioning costs. Several customers indicated the need 
to keep costs down due to customers r limited ability to' pay for 

water. One customer stated that when the' eng~neering was. completed 7' 

she- assumed and hoped that the~ Commission would mandate" the improve­
ments and that the· staff 'WOuld see that these improvements were 
properly made 7 according'to specifications. She did not want to-
see customers' money being paid without . getting the 'improvements 
(see RT' 30). .. 

Some of the customers· attributed service' deficiencies. 

to earlier~~~~~7..9!:....o.'!.1l~2L~tf~tl?~_8Y-8_t_~ .. 811~_C_~~~~::' 
.the_'Pr.es~:t_~ex:s_f9r_~~~~t~~t§aa weft ~8 
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they ba.~d, given the limited payment they received' for their 
servic'@. and investment. Other customers were critical of the 

~ , 

deficient o~ting and maintenance practices. of the present 

owners. 
One customer,. circulating a petition related to appli­

cant,. tesei£:t'ed that applicant t s president called him over, 

"stood up, doubled: up his. fist" and said',. 'Do you. want to.: step·' 

outside?'" and that he made & sheriff's report concerning the 
incident (Xr 48, 49). Another customer testifi.ed that in 
response to a bad leak complaint, applicant"s president called 

her three times at night begixming. at 12:30 a.m. in.the morning, 

identified hl!mself as her local water man, yelled at her, and 

used profane language. She also testified that applicant's, 

president recently called to advise her that an outage due to a 

leak would not be fixed that night. In response, she stated that 

if the repair could not be fixed in a reaso'D&ble:., length: of time,. 

someth:lng. would have to be done t~ provide water for her family. 
She further testified. that applicant'S' president then yelled at, 

her and threatened. to shut off her water for three" days and that 
she filed a sheriff's report (B:r 49, SO). Appl:£.cci;o.t 's witness 

did not dispute this testimony. He characterized these incidents 

as, human responses. to the pressures of operating a small water 
company and livillg. in the community as. opposed t~ the-proba.bie~ -.,-.'" ", 

response .of',-an' 'empioyee,"of -a "large" !'fat~r "coinpany . Xl-ot 'living,,'in' . "-, . ,~. 
its serViee area. 
Rates. 

Appl:tcant proposes to increase (a) annual flat rates, 
from $67.50 to $95.00 for a single residential uoit and~'from ' 
$45.80 to $65~Ob_£'or-·'eacha~ditiOnaJ.'';''T?;~-,~.'(b) metered'r"ates by 
changing from miuimum and quantity charge-type rates to a·' 

service cbarge and quantity cbarge-type rates form. There was 

no objection to· establishment of. the latter rate fO%m; and· it 

will be adopted. 
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Discussion 
Applicant is in need of general rate relief"" • However,. 

it is essential that we consider the threatening ~and a~usive 
, " 

conduct of applicant's president, actions on. beh4£' of his' 
public utility entity, in determining. the' level, of' that: rate 
relief' .. 

I 
Accordingly, the rates authorized her,e1n. are based upon. 

the i'ollowing modifications to applicant's' s"mma,ry or earnings. at " 
proposed' rates: (a) a 10 percent reduction of applicant's $15,,000· 

estimate :for management saJ.aries., and (b). an equal:: reduc'tion iIi 
operating revenues. This reduction,. reflected in: Appendix A 
herein, 'Will be accomplished by reducing applicant.'s requested 
annual service charges per mete,red service,. its requested aDnual 
flat rate per single-family residential unit" and· its· requEisted 
annual nat rate :for each additional single-family residenti.al 
unit served from the same service connection by $2'.50 each .. 

This Commission does not ac~ept applicant's ration~iza­
tion for the conduct of i~.president towards· t~ of' itscustomers. 
Such conduct may violate the PenaJ. Code, could result in the 
loss or applicant'S telephone service, and is unacceptable for 
the cond'tlct of' any bUsiness, let alone f'or a busines's operating 
as a;:.public utility serving the public trust. 

-10-
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Simply put. the ratepayers should not contribute through 
rates the full S15,000 annually for management salaries because 
given the ut.ility president's conduct the utility and its customers 
are not. receiving t.he full v.'llue and benefit of management"s,tiIile' 

Also, Public Utilities Code . Section 761 states" in. par:t., 
that the "Com:lission shall prescribe rules for the performance o~· 
a..."'l.y service or the furnishing of Dny commodi t.y ·o~ t.he·· charac'ter 
furnished or supplied by any public ut,ility •.• t. 

Al'plica..."'l.t.. al''ld its officers are placed on notice that 
physical t.hreats~ threats 'too ,~rbitrarily discontinue scrvice,21 . 
verbal abuse,. 3.."l.c:. harassing telephone calls 'CO. its customers. are 
not acceptable methods ~or mect.ing their public utility 

obligations. Repetit.ion of such unacceptable' conduct. canresul.t. 

in further Co~ission 8ction under Chapter '11 of'. Di vision 1 of the 
Public Utili tics Code (Violations)., 

. ,,", 

Applicant has not suomi t.t.ed evidence oii several issues, 
discussed below, needed t.o evaluate its request to· enter into. a, 

loan agreement with D~lR and to impose a rate surc~arge. 

21 This does not include-interruptions t;)f servi.ce :authorized by './ 
applican't • s tariffs (e. g., for nonpayment. of b£11s). . V 
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,-
A simple calculation showing that a, 6··:tnch tD8.:tllcan 

carry l~OOO gpaignores the domestic requirements, on affected 

mains. It would be reasonable to ass'UIIle that, some customers 
would attempt to- wet down: and pro1:ect their own properties from. 

fire~ 'There would be very large friction losses: if fire flows: 
~ domestic. flows, were, delivered 'through the proposed system. ... 

Ihe availability of storage to meet fire' flows after a. period 

of peak domestic demand, was not fu:rnished. Tanks· D and E at 

the upper portion of the- system have capacities of 50,:OOOgpm. 

each. 
Applicant would have to develop'the rate' at which 

water could be delivered from various storage tanks and from 
~ts sources of,supply (including two lOO-gpm connections to, 
Water Agency's system) to supply the calculations requested, by 
staff. Applicant should indicate desirable'andmandated, minimum 

fire flow durations., and the capability of meeting those' tiIne . , 
limits for each subsystem. 

If applicant's. revised est:tmates are correct .. the' 

loan requested will be insufficient to carry out the Phase' I 
improvements. Applicant should state' which facilities, would 

be installed and how many eustomers would be served from. 

facilities built with the requested, loan f'Ul'lds' (e.g." describe 

which mains would be installed).. The approx:tma.te location of 

fire hydrants. should: be· shown on a: revision -of' the Exhibit 5 

map. Certain fac.ilit:i:es., e'.g.,. 20,.OOO'-gallon tanks X',. Y,. and,' Z,.. 
. ' ., 

shown on the map .. are not l:ts.ted in data furnished by applicant.' 

-12-
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Applicant should clarify 'Which existing .. racil'iti~s'· Wo1i:!-~ )~ema:fri 'in. , 
service.: !'lie proposed. ,~'t;-Orage' improvement~' and eozme'etions .. to,' Water. 

AgeJlC:Y and certain tl:ansmission-distribution mains, 'WOuld benefit 
all of applicant's cus'tomers:.. However ~ some customersrece1ving: 
service from undersized mains not proposed to· be replaced would 

receive m:Uuscule. fire flow benefits from the proposed' improvements. 
If applicant reques'ts and'DWR approves :a'''larger'loan,:'''' '''~~ 

an amendment to the application should be filed,. including a, 
revised surcharge proposal .. 

Applicant's consultant should evaluate whether any low 

pressure problems (less than 40 psi) are anticipated' in older 
portions of the system. due to, pressure losses through new'meters. 
Applicant proposes to install 600' new meters. Applicant,should 
indicate how many of its existing m.eters, need to' be rep,laced~ 

There was limited opposition to 'the minimum·, proposed , 

annual surcharge of nearly $100. Applicant t s. revised estimate' 
would'require a. minimum annual surcharge of approx:tma.tely $19'3 if 

its tentative design, was adequate to meet fire flow and dOmestic' 
requirements for Phase I and Phase II construction. 

! 

If applicant proposes to go forward with its loan app-li-
cation,. it shou.ld be prepared to discuss· the acceptability and 

willingness of its customers to pay higher proposed surcharges 

if a larger loan is sought,. or to pay, 'Che requested, surcharge' 

for a substantially reduced construction program at a further 
hearing in this proceeding. Applicant should notify the 
Commiss:ton. of its int:ent to proceed with the processing of i 

A.57533, within s~ days of the: effective date" of this; orderl 
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Wage and Price Stability Guidelines 

Resolution W-1781, effective August 17, 1975, authorized 

the rate increase requested by applicant in Advice Letter 15. That 

increase would yield a profit margin for test year 1975,? using the­

definition of the 'Federal Council' on Wage and' Prlce' Stability, of' 

21.7 percent. Recorded profit margins for 1976-,. 1977" and 1978'· 
were 4.6 percent,. 11.9 percent (including net nonuti1ity income),. 

and 0.3 percent,. respectively. The 1979 summary' of' earni:ogs at 

authorized rates tabulated below yields a 19.2 percent profit 

margin. 

. •. 

Summary of F.a.'rnin~s 
(.Adopted Year 197 ) 

: Authorizea : 
:. _________ ....::.It;;.;em;;;;;;;;.. _______ ---::;..· _,;,;Ra;;.t.;;;.e;;,;;s;..' __ =, 

Operating Revenues 

Deductions 
operating Expenses 
Depreciation 
Taxes Other Than. Income­
Income Taxes. 

Total Deductions 

Net Operating Revenues 

Rate Base 

Rate of Return 

$$7,770 ' 

37",900,', .' 
5·,020," . 
3: 750, ,. , 

3,000,' 
49,67~ , 

8-;.100·, " . 

.. 97',.900/' 
.. 

8;.274: 

Management salarles of $15 ,.000 were: charged:; to-,applicant's: 

operations in 1976-,. 1977, and 1978~ We have reduced applicant's­
request of $15,000 for management salaries (which includes' funds .. 

for office work, operating, and maintenance services) to, ,$13,500 

in the adopted S'UlXlDa.ry of earn:lngs. 

- - ~. __ """'I-··- ,..,.~ ..... - ---~-......- ..... ",- ...... ---
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It would not be reasoIl&ble to utilize' these deficient 
pro forma profit ma~~1 for 1976, t~ 1975 as a basis for 
evaluating authorized rates for compliance with the Federal 
Guidelines. It would. be: reasonable to compare the profit margin 

at authorized rates. to the profit margin at the rates last 
authorized.. Using ~e latter crtterla~ the proposed increase 
meets the guideline crlteria. The' authorized' increase is needed' 
to maintain applicant's. financial viability and to avoid" undue: 

hardshit>. 
At the time of hearlngapplieant's owners· were con­

siderl.Dg obtaini:cg a personal loan on an interim bas·is to' make 
an emergency replacement of a badly deteriorated andlea1d~ 
main on Hook Creek Road.. '!his' replacement .should be promptly 
constrtlCted. If payment for the replacement is not covered by 
a DWR loa.n~ applicant may apply for an offset increase: by' advice 

. . 
letter. 

Findings of Fact 
1. Applicant proposed a. 1979 estimated general.rate 

.increase of $16~331 (40.4 percent) to eliminate operating losses. 
and to yield a.return on a $97~9ll rate base'of 8.63 percent. 
Applicant" s revised estimate, utilizill8 the· same proposed:' rates', , . . 

would yield operating revenues of $59,270, net revenues of 

$8,100~ and a return on a $97,.900 rate base of 8.3 percent. 
2. The' staff adopted applicant t s revised' estimate.. . 
3. Applicant's revised operatin,g expense estfmateincludes 

management salarles of $15,.000., 
4. The conduct of applicant"s president has been unsatis­

factory in carryill8 out applicant's public utility ob-ligations. 
Applicant's estimate for management salaries can and, should be ... 

.. ~ ~ti.ced··by'-$l-;;;OO-"(lO~pereent) :for 'rat~g: purpose"s· to give' 

§/ Increases in. purchased power and pUJ:'cbased water costs' 
decreased applican.t's profit margins" in these years • 

. ~, .. ,--------.--.-- .... --- ....... -
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5. Applicant is in need of additional revenues, 
Qu-:' t.he·~roposed increase of $17,132 (L.O.7' percent.) i:;)' 

excessive. 

6. The .o.dopted estim.:x.tes previously discussed herein (as '. /. 
set forth in the tabulation on page 14) of op~ratingrevenues V 
at authorized rates,. e."'q>cnses, and rate ~~se for test ycit'r' 1979; 
reasonably indicate the results of op¢'rations in, the near'future, 
excluding any DI'JR 10a.'"l repayment rate surcharge. 

7. A r;lte of return on rate base' of 8:.27 percent is 

reasonable. 
S. Rcvenues 'Will be increased by $15~630 (37.1 percent) by 

the rates authorized herein. 

9. It is reasonable to adopt the rates set forth in 
Appendix A attached hereto. 

10. '!he .authorized rates set forth in Ap?endix A are just, .' , . 

reasonable,. and,:nondiscriminatory. All other rates and charges 
to the extent dlat they differ from Appendix A are unjust a.nd, 

/ 
unreasonable. / 

11. The authorized rates set forth in Appendix A will 
yield a. profit marginbc10w the profit margin based upon 
applicant's prese,nt rates~ a.uthorized by Reso,lutionW';'1781 .. 
effective August 17,. 1975. The profit margins attributable to' 
applicant's 1976,. 1977, and 1975 operations have all been 
substantially below the profit m..'\rgin inferred from adop.~ion 

of Resolution W-17S1. 
12. Applicant should provide addi tionalinformaUon 

and./or amend A.57533 prior ~o iss.uance or a. decision 
in t.hat. 'Drocceding. It applicant desires to proc,eed, further 
hearings· will be scheduled in that proceeding. Therequi,:,ed, 

information is set forth in the discussion herein. 

-16-
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13. Applicant can .Jl'ld should promptly construct the Hook 
Creek Road irnprovecen~ discussed herein. 

Conclusions of Law 
1. A general rate incrc.lse should be' granted to the 

extent set forth in the order which follows. 
2.. In evaluating comp-liancc with the guidelines of the 

Federa.l Co\.~cil 0..'1 Wage and Price Stability .. the profit margin 
derived from the rates authorized herein should be tested 
against the profit ma.rgin inferred from our adoptiono,f 

Resolution W-17S1. The increase authorized herein is in com;" 
pliance with those guidelines. This ine-rease is' required to' 
prese:rve applicant r s fironci.:ll integrity and to- avo,id undue 
hardship. 

3. '!here is Cl need,for prompt rate relief. Theeffective 
date of this order should be the date hereof~ 

o R D ER - ----
IT IS ORDERED that: 

1. After the effective date of this order .. Arrowhead 

~nor W~tcr Company .. Inc. (applicant) is authorized to file 
the rate schedules attached to this order as Appendix A. Such 
filing shall comply with Cencral Order No. 9&-A. The effective· 
da~e of ~he new and revised schedules shall apply only to: service 
rende=ed on and after the effective date' of the revised schedules.: 

2. Applicant shall pro-cced with the const'rIJction of. the: 
Hook Creek RMd improvement discussed hc't'cin in 1979 if cons.truc­

tion permits can be obtained on a timely basis~ or early in the 
1980 construction season. Applicant shall notify the Coromi'ss~:ton . 
of the scheduled construction date within twenty days after the 
effective date of this (')rd~r ... ,'i t.h a compliance filing pres,ent.ed t.o­
'the Commission t s Docket 0 frice for inclusion in thefo·rmal file for. 
A.5S868 .md. a copy directed ~o 'the Commission's Hydraulic: Branch. 
This ra~e increase shall be rescinded on August.' 1,l9$Qif "the '.' J :,: .. 

Hook Creek RO.'3<i improvement. has not. been completed by July ;:1" 19$0. 

-17- / 
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3. Applicant shall be required to inform the Commission~ .. ':~.' 
in writ:ing~ of its intent in processing A.S7533 within s!xt:y' :" 
days after the effective, dat,e of this order~ If applicant" 

desires to go forward,. it 8ha.ll provide the information-required 
for evaluation of its proposal as see fortn in the discussion 
herein .. 

4. Proceedings, in'·:~5es6i "are' tem:tnat~d_, A.,575'3> remainS· 
open. ~or further consicrerat1oll~" ' " , 

'!he e~~ective date"o~ this order is the date hereo~ .. 
Dated .oCT 1 0 4,979 • at San Francisco", California'. 

Co:::!ss1oner Cla.ire T. Ded.r1ek:. beillg , 
ncceS:l:lr!ly a.bsent .. did not :p3.%'t!e!»>to 
in ~e d1spo81~!o~ o! this ~roeood~. 

_ •• ,. "".eo •• __ ••••••• "~.- ,,~ •• ,- •• ---,.- .... ~- •• ---.,-.... -'''., -_ ••••• ' •• - " ... "~ ....... ,',. 

..... • .. '___._ •• _ .... ~" v ." .. _ 
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A?PI.:CAB!I.ITY 

APPENDIX A 
Page- 1 o! 2 

Schedule No. lA 

ANNlJAt METERED SERVICE 

Applicacle to all metered vater service ~6hed on an nnnual ba~i~. 

TER..1UTORY 

... 

The unincorporated community o! CeOAr Glenandvicinity~'located approx­
i%:Iately one mile southeMt o! I.o.ke Arrovhead •. San Be~cUno.County. 

Per. Met~r 
Annual ~tity RatCG: Pcr'Yenr 

First 3 .. 600 eu .. 1't •.• ;per 100 eu.!t .......................... $ .• 60', 
Over 3.600 eu..-!t.t per 100 eu.:t:t ••• _ •••• ~............ ..70 

For 5/8 x 3/4-inch meter.................................. 72··50'·.·. 
For 3/4-ineh meter •.• e· ................................... e' 8o .. 0Ch 
For ' l-inch meter ................................... llO.CO'" 
For ~ineh .meter ................. , ....................... 147 .. 50'" 
For 2-1nel:1.' meter.......................... ............. ..... 200.00' 

(I): (C) 
(I), . (C) 

(I) (C): 

(I)· CC} 

':he ~rvice ch.::u-ge is applic.:lble to ll.ll metered C>e'rvice.. It itJ a 
readineu-to-Gerve chArge to .... hich is added .the- cbarge,. computed at 
the ~tity R.:Ltes. ~or voter u:;ed during the yecr. (C) 

, 
• I 

! 

! , , 
I 

1 
I 

i , 
\ 

1 
! 

SPECIAL CONDITIONS i 
1.. The annuoJ. service cho.rg"J applies to service- duriDg the 12-morith period. ! 

COnr.:leneing the day urviee is !irGt rendered and is due in advance. It I). permanent i 
residetl.t o'! -:he ~~ ~ 'been." euetoOlcr'lo! the utility tor at leaot 12: Olontlw,. he'(C')\l' 
m:xy. elect, on the annivers.nry d",te. to pi.y proratod service charges in ad.vance 
:).tint¢rv~ of lc~ than one YOlXf:. q,\lllrte-rly.. in Ileeordc.nec vi th tho utility' 0·· I 
est3.bli~hed blll~ p¢tiode 1'or ..... ater ~ed in oxeo:so of the prorated q,UlU"terly-
allowonee und.er tlle """ual. .,.rviee ehorge. . I 

2. Tho 0,?CJ:li.ng bill for motered :oervico. except upon conversion 1'X'Q1n :nat 
rate service .. ~ ~ the established annunl scrvice charge for. the s.erv'iee. (C) i 
'Jh~ i:ci,tw service is cstabliehed.a.1'tor the first dtlY' of My ye:xr,. the portion 
o! :ouch annu::U. charge .lpplieable to the CUo.'""rcnt year shall ~. detormined by m1llti­
ply:i.ng the ann1UJ.l eho.rge by one three-hU!l<ired-eixty-1':i.ftb. (1/365-) of the nwnber o! 
d~~ ~maining in the cal.endor yeDr. The balance o!the payment o£the initial 
annual charge shall be credited Ilgo.i~t the charges 1'or the succeeding ~ual period. 
I! service is not continued tor at leo15t one yea;r·a!tcr'the dat& of. initial servico,. 
n~ re!un~ o! the- initial annual charges shall be duo the customer. 

/' 
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APPENDIX A 
'Page 2", of 2 

Schedule No. 2RA 

ANNUAL RESIDENTIAL FLAT RATE SERVICE 

Applicable to aU flat r~te residential wa.ter service fUnUsned on 3n 
.lntl.u.al basis. 

TERRITOR.Y, 

. ," 

The 1.tn1ncorporated community of Cedar (nen ",nd v1cinity~ locatedapprox- ' 
itD3tely one- tDile southeast of l.~ke An'owhe3d .. S'4n B-etn.1rdino County. 

RATES 

For a single-fatDily residential unit~ 
including premises • _ • • • • _ .. _ • • 

Yor each additional single-£3mily 
relllident ial unit on the same prCnlises 
and served from the same service 
connection • . . . . . . . . . . . . . 

SPECIAL CONDITIONS 

Per ServiceConneetion, 
Per Y~ar' 

$92.50· 

. .. 62 .. 50,: 

(I) 

(I) 

1. '!he :J.bove flolt r4t~s apply to a service connection: notl.n'rger th.nn 
one inch in diameter. 

2. Yor service covered by the above. classification. if the utility 
so elects,. a. meter shall be installed 3nd service provided under Schedule 
No. lA. Annu.a.l Meter~ Service. effective 4S of the f:trst day of the 
following c.alen4a.r U)()nth.o Where the £lat r.:Lte charge- for 3~rio<i ha.s . (C.) 
been paid in advance. refund of the pro:'~ted difference between. such fat 
rate payment and the servic~ mel:er charge for the same period shall l>e 
made on or before that day .. 

3. The annual flat rate charge A1'P'lies to seTVice durtng ,the 
12-month period commencing the day service is first rendere<t and b due 
in adv3nce.o I f a permanent residentof the area h~s ~n .a customer, 0'£ 
the utility for olt lea.st 12 months. he may elect, on the' D,nn1vers.a:ry date,. 
to 'Pay 'Prorate(! flat, rate ch:trges in advllnce at intervals of less than 
one year quarterly in 3ccorcia'l"lce with the utility's es,tabl1she4, billing, 
periods. 

4. ".the opening bill for flatrnte service' shallbe,the established 
.:'lnuual f4t rate ch4rge for the serv1ce._ ' , 

i 

1 

I 
I 
! 
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I 
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