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Depision No. 38282

BEFORE THE RAILROAD CQLMISSION:OF: THE STATE OF CALIFORNTA

ORIGINAL

Case No. 4760
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Albert, G. Evans, for Complainants...

Dou_g}.gg,aroglcnan, for Defendant.. .
BY THE COMMISSION:
OPINION.

U Wm. C. Morehead and Mr. L. R. Knutte, residing.in:a district known "

Loy

as Indian Va.lley, near Novato » Marin County, .ask, the:Commission to direct -

+~

Mr. A. J Cain, operat:.ng under the fictitious.firm name,and:style of The Utilities °
Company, t.o ext.end his water nains, approximately two miles to furnish.water ‘service |
to the:.r promiscs and also %o the properties. of twenty~-two ‘other res:.dents in the'”

Indian Valley section.

PR

A public. hearing in this,proceeding-was held before Examiner Wm. Stava™

at Novg:t';g”. ‘
o In 't.his complain‘c. s Signed only.by Wm. C. Morehead.and L. R+ Knutte,'it -
is &'Llegec.l" that twenty-three lListed ,indinduals residing ‘within ‘the ‘service “area ="
of 'I’he U-;;J.ities Company have been refused water .service by said.company. vRequest'

therero\?q 13 made that. the Ra:d.road, Commisasion. order. mdr.c:cmparv 1o extend 'service

and to provige a total of. twenty-j‘:.ve, sexvice, conn: "tions within said:service area'’ "

loca.uy known as Indian Vallcy. It is, further allrged-.that'hermroﬂ the -
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Commi:_sion was nqtiijied, in..f.'orn_mll’y'x.hat .there had been-deposited by s:aid. individuals-
the sum ‘ofl $6,199.65 in the Novato Bank subject to the order of 'The Utilities

Company as trfe petitioners' .cqntribupion to thé_ extension, ,the total estimated cost’
¢f which is claimed to be $10,212. Defendant, A. J. Cain, it:is charged, although
possessed of ample water resources,. has refused and still refuses to install the .
nain extension.

-

The answer of defendant, as amended,.in part enters.a general: denial upon -
information _an_d.be}igf », @nd fuxther denies that the complainants,.or .any of tﬁem-; .
are .‘g.oc_at.eg”v_vi,thip ft.h‘e serw_rj.ce area of IThe, Utiq.;ties. Company and,denies that:the
con‘szavrw has sufficient water resources wherewith.to,supply tﬁe- lands referred to in .
saic} complaint, ’In.‘ defense it is alleged that . the.service-area of the-public’
utility‘ya“c:er systea, ,?wned and, ppe,rat.ed, by defendant,-is published. in'.his ‘rules
and re@ationq as being in the "City.of Novato.and the territory im;nediately‘ :
contiguous thereto," and that said.service erea does.not extend beyond: one mile from'.
the central qlect;.’x:oln of Novato. . It.is also alleged.that the:cost of constructing .’
the 'ext’.er_;.:xipn wpq_lgl -exceed the sum. of $10,212 and that defendant has never been .
preqent:ed by anyone with an estimate of the cost.of the .extension to ‘serve .-
comglaib‘anps. - Defendant claims that he has no assurance or guarantee from: the. -
complainants that all or any of them would use any water whatsoever-or that théy v
wou}.d 'pay a su.‘.‘i’ig%i.en_t. revenue 1o ',;ompensate him, for. the <onstruction and operation .
of §&ic_lAext.en§:'1.ol_n', and j,’.ha_f. in addition thereto the. public. utility water system is .-
prea_ent’.ly bea.ng operated at a loss. Defendant therefore.prays that the Railroad. :
Commi.ssion jclis{ni..s‘g;‘phe complaint. .

Counse_].”fpr:defgpc“lapy_ objected, to the, complaint:as filed. as being' -*
defe_c'f,ive.gpon\ theground that. only. tjwo.qi' the parties: mertioned, VWm. .C. Morehead
and L. R. Knutte » . had actually signed the.complaint and that:verification’'was made.
by ¥m. C_.' Ecsr?hegti‘ o:a.'l.yj? '.F“ron.xithg record it appears that:twenty-three parties:
named in the .gompla:i‘.gt were signers of a petition, ﬁ,ied dnformally with:the' .
Commission prior: to, filing this complaint, requesting service extension 'to their

respective properties. Sixteen of, the .parties named in the .complaint were. present: !

-
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'at t.he hearn.ng, seven were called as' witnessea ‘to testify ‘during: the proceeding
While the complaint. undoubted]y is defective to the extent that it :does.not comply
'with Rule No. 10 ‘of the Rules 6f Procedire-of the ‘Railroad Commissicn, ,nevertheless
"the té;‘iixidzb&"of‘ those a.ni'omal petitioners called:as witnesses. indicates
éénéﬁasi{f:éiy"‘fheir' joint and collective irterests-in this matter and their mitual
destre 16 have water service fYom the''same éxtension,' Under these circunstances
g vidui.d"%ﬁneée.séa:rﬂyt'dehy ‘proceedings and serve 'no:*use;m purpose tordismiss
f"c.h:i.s complaint solely upon “this ground of ‘objection and’ require ‘the refiling of
a new i‘ormal case.
‘The’ distrn.ct krown 'as Indian Valley 4is’ located:two:and one-half .miles
‘i'es;t:.éi"ly of thé business section’of Novato, The present .reaidents: therein mainly
“are ';ng':ag:ed'. in raising’ poultry, live-stock and frait; hoivever,x there:is a
| .gradxlzal oﬁbﬁbatidnai transition’ to: country estates and summer. homes largely-by
'noi'z-xéiid‘eﬁt;' whose principal places of business are: in.the San Francisco Bay Area.
ﬁeind’vul'.of"‘b"\iﬁding restrictions and the availability of" construction materials
and réu};blieé' will permit a considerable increase in this type of development.: The
k forma.l and infomal peutﬁ.oners for ‘service ‘own ‘& total of 260 acres of land in |
India.n \Ialley, :anb.v:i.dual parcels v...rying from’ two to eighty-five,acres.: At
: present water is ‘obtained by pumping from :.ndividual shallow:wells.: . The under-
i ground formtn.on throughout this territory bears'very‘little.water, the.- -supply is
- limited to’ seepage along ‘bedrock' collected by ‘dug:-well’ pits. and is insufficient to
. me’eg i:fgseﬁ% demands. The quality of the water is .questionable, being subject to
;uffaéﬁ; pollution and contamination. During tho months of August to and including
" November, thé underground water yield decreases rapidly, replenished: only by winter
‘Fains. In other months the wells usually ‘provide suffivient water- for genmeral use.
" The evidende “shows ‘that most of the ‘complainants ‘desire £o use water
" ""on'lb‘r fvd‘:-. domestic’ and housenold ‘purpesés,-relying «upon wells for :irrigation use
dura.ng ‘ost of the ‘year. 'In general, the poultry raisers maintain. from.),000 to
| 8‘,60'\“3 chickens and saie large tiocks of turkeys which require an outs:!.de’.\gmier

‘ supply diring theé simmer months: 'However » ‘no - definite ‘evidence waa,j:resenzed

¢ e _3_
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indicating-the quantities of water which- the: various-individuals would:take: {roem
<the proposed service extension during the year, with the exception,:perhaps, -of
one, turkey raiser who-hauls some 1,500 gallons of water daily throughout. the
summex,

The request-for this service extension.wus made first.to the Railroad .

-Commission through the filing of an:informul complaint,:rather than following'the
cusiomary;procedure of pregenting.the demand initially’to'the utility. Thereafter
.negotiations by .informal methods: failed and as a result the present-fomal.compiaint
was filed. The, petitioners , .acting independently wpon their interpretation of the
.-comparw's rules and regulations,.raised and subseribed the sum of $6,410-0f which
:$6,199.65. has been placed in escrow for:the purposes of, paying their proposed
_share -of 'the main. extension. These petitioners.-obtained a bid of ‘$10,212.15 from
-the. Pacific Pipe Company for the-construction of 9,500 feet of L-inch. pipe from:the
end of the company's existing main on Canyon Road. The difference between.the
amount: in escrow and the bid was ussumed by the:petitioners to-be.paid.by The
Utilities Company.upon-the: basis.of the.cost of:150:feet of pipe for each of.the
wenty-{ive service connections. A contract -covering this method, of installation
at.the.cost estimated, together.with provisions for.certain'rights of way and
refunding, was prepared by complainents. 'This agreemecnt provided 'for-the
petitioners -to take water for a period of :three years, and.fer refunds to consumers
by the utility during & ten~year.period, or until-the deposit.be satisfied, of
-60%. of 'the. monthly water bills of oach.water.user on:'the new ma.in ext.ensibr;.
:Apparently these negotiations were. conducted and the agreement pr_epared.-‘without "the
knowledge-or consent of -the ..utility. ‘Mir. ' Cainthas -refused to zign the agreement or
‘make the extension.

Some- years ago, 'the defendant entered into an agreement . with certain‘land
owners and residents located along.Canyon:Read, :providing .for ‘the. extension of water
service into this .area. ‘The project 'included the installation -o‘f.a'.béoster:pump andl
erection.of a 26;000~gallon reservoir. -This - agreement was not in strict:accord with

‘the company's rules and regulations on file with the Commission governing the

oy
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extension of mains, It provided for refund to the consumers upon the basis of 60%
of the gross revenue received from this extension. In this connection, the
evidence shows that the fourteen Cunyon Road consumers advanced approximately
$6,900 for the project but that the actual cost thercof was $10,850, considerably
exceeding the origlnal estimoted cost. MNr. Cain paid the difference amounting to
$3,950, which also included the cost of 150 feet of water main per consumer.

In 1934 this wtility completed an extension to serve Black Point, 2
commnity located a little less than four miles east of Novato. The origiml
estimated cost of this extension was $5,333. The actual cost, however, was $8 600
of which §3,513 was advanced by the consumers and certain imterested organizations.
Mr. Cain testified that neither of these extensions has ever been compensatory.

During the hearing held in Application No. 16366 , in the matter of The
Utilities Company of Novato. for the establishaent of rates » & petition was submitted
by & committee representing the residents of Black Point asking that the said
company be permitted to extend service to that community. The company being
agreeuble. thereto, & special rate was established for this extension if and when
installed. That the Commission was well aware of the speculative nature of this
venture and was, not convinced that it was: a prudent. investment from the. standpoint
of financial return, is well ilTustrated from the following cxtractsfrom the
decision therein, (Decision 22497, dated-June 3, 1930. 34 CRC. 731).,(‘1).'

"There is no objection. to the extension of app]:icant'va-. system to

serve. the Black Point region provided the utility definitely under-
stands that the rates which will be established in. the following order
are not designed <o provide a full return uponr the additional invest—
nent which will be required: vo. render this new service. Obviously,. it
would be improper to place upon the shoulders-of the regular consumers:
in: and near Novate the additional, costs. required to ronder- service to
Black Point consumers,. which service has not.been. demonstxated. to be
Dully compensatory at this time."

"The consumers present stated that they were not opposed to a
resasonable increase in the charges. for water serwvice provided: they ware.
not assessed with the burden,of serving water to Black Point consumers..
As;indicated above, no such additional: charges.will be placed: upon.the
regular consumers.. Under the circumstances,. it appears-that applicant:
should be granted a readjustment in the. present: schodule of 'rates.. As.
the service to be rendered. to- the consumers:in:Black Point will be more

.in. the nature of, a4 special. class: of service,, a separate schednle of rates
will be established therefor.!:

(1), See also Decision. 28259, dated.October 7;,1935.. Not printed..
o
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The record in this proceeding shows' that-The Utilities Company at the
end of 194 had .a fixed capital investment of $73,521.- -For ‘thet year-1944; the
total gross revenues amounted to $11,089; ‘operating expenses, $10,998; resulting
in net- revenues of $9l.

The plan proposed by: complainants contemplates-a connection to the end’
of the present ‘l.-inch Canyon Road pipe line, st a point approximately two and one-’
half miles from the City of Novato, and an extension therefrom of some 9,500 feet,’
mbre!or-less y of 4=inch main, 'terminatiné at the property of complainant'wm. Cu
Morehead, making a total distance of about fourimiles along'the pipe line installed-
and as proposed from Novato.' .By reason of the binyv-nature of the terrain,-this- )
long extension presents a considerable pumping'and‘-storagg‘problem. Costs -of
providing necessary booster pumping equipment, line and terminal stora.ge~ra¢ili£iés"
were not included in the complainants' estimate, -

Complainants contend that not only are their lands within -defendant's
service area but that by reason of the ubove two extensions heretofore made , the
company's refusal in this instance to service them constitutes an unfair diserimin-
ation.. It is true that this utility's service area-is somewhat indefinite. ‘Tne’
exact boundaries tl-;ereof have never been established by this 'Comhzissibn.” Jt ds -
furthermore equally true from the record herein that this water works very
obviously was designed originally to ‘supply ‘the ‘small town of Novato ‘and never'

contemplated the. dedication of its service to 'the gemeral rural territory’

surrounding Novato. - The ‘two cxterisions'alrcdady made-were not-ordered by this

Commission and in view of their financial performance it is extremely doubtfuk thet
such an order would have issued from thie Commission on formal hearing ‘over serious -’
objection by the utility. Based upon the experience’ in the two preceeding ‘ventures,
the reluctance of defendant to risk a third and similar speculative project, while
presenting to petitioners certain aspects'of discrimination',~c&ﬁ'-in no ‘Yegal sense "
of the word be construed as amounting to an unfair dlscrimination. In the dight of * *
the record in this proceeding, which clearly shows that the territory in which' '

complainants have property is not within defendant’s’ service'area’and further fails' -

puar?
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to ahow zmy reasonablc prospect ‘of the proposed e:ct.em.xon being compons...tozy
oithor now or within 'a reasonuble pericd of time.in the near. m’cure » tho

-

conclusion n.a uncscapable that ‘the Commission is not warranted at this, time to

order thée.ctension ‘of water ‘servied to complainants,in Iridian' Vallcy. ‘

A poas;.blc solution™to-this water: problem: alre...dy has bocn proposed
during the courso o!.' ‘the hearing held herein, ¢ Complainants. w:.th their p:'esont
orgam.z‘.tion ‘and funds’ may mike the necessary arrangements to :.nstzﬂ.l t.hcir o
system and can réceive water to the extent. available through a master meter at the
end of th(. o:cisting Canyon Road pipe lime and: very probo.bly could arrange wzth the

-

derendant for its operation and miintenamee and the acquisition thf.reof should

4

future concb.t:.ons prove its ecoromic feasibility,

Coxhpldiﬁt 'h&'viﬁ'g been filed with the Rajlroad Comission as entitled
above 5 A publ:.c hear:.ng ‘having been hold ‘thereon, -the matter, having been duly
:'submitted and "the "Commi ssion’ now ‘being fully informed . in. the prem.ise.s, now,
therefore B

I'I’ Is HERBBT ORDERED ‘that' this. complaint be and ;x.t is hereby cu.smissed.
The effect:wc date of ‘this Order shall be twenty (20) da_,rs from and

-

af‘ber the date’ Hérect. /f
ated at Ogas-\ ﬂﬂs __4)_ , C.zl:.i‘ornia, thlS _Z_____ day of

fliol_; 5 1985,




