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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF. CALIFCRNIA

Decision No.._3ORG:3
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R..D. Beckner, Hilda Leeper, Elizabeth
Hoskins, James Xiholm,.Gerald Dielendorher,
C..L. Gewlt, Frank Giltner,, George Bozzelle,.
and Frark aston,,

Complainants,.

Richard S.. Otto,
Defendant..
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Andrew Renetziy, for. Complainants..
Richard S.. Otto, for Defeadunt.

In this proceeding,.R. D.. Beckner, et al,.residents or landowners of
the unincorporated‘town of El Morro, in San Luis Obispo.County,.coasplzin against
Richard S..0tto, . a real estate dealer -of Hollywood,.Llos angeles County,.and’
allege that they have received water for several yesrs last past from & system
owned and operdteq by Richard S..Otto,.paying compensation therefor: at: rates
ranging fronm 36.50 to a maximum of 31.50 perr menth; that.defendant has organized:
an association known as.Baywood Perk Estates:@u;ual’%bter Userst  association: and
is trying to force complaiﬁants to Join such association.or be cut: off from water
service;.and ask the Commission to find‘ana ﬁéclare said water-systeQ to be a
public utility and to fix egultable ratcsa;

Richard S. Ot%o in nis unswer admits thzt he is the owner of the wﬁter'
system but denies thot compluinants have been receiving water from & compuny being
operated by him;.denies thut ne orgznized the Bauywood Purk Mutual water Users'
Association; and dendes that he 1s trying to-forcc-complaihants to join said-

mutual association or that - he is imposing on compleinants new and excessive rates..
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Defendant “llepes, among oiher things, that he hes mede‘no charge for supplying
water, ror rent or compensatzon for the use of sazd water system, or for its
'mazntenance and repa;r, that przor to 1932 he furnlshcd water free of charge
‘to several users and in 1932 turned over operatzons of the water system to the
users with the understandlng that they would rorm a mutuel water nssoczatlon,v
that he has made no charge or recelved compensation for supplying wdter to said
users or any of them; and thot he has personally borne the entmre expense of ~
repairs, maintenance, deprecxat;on, und the 1nstallat1o1 of new wells and pumps.
lThe defendant further alleges that thxs Commlssion n4s no Jurisdiction in the
matter and prays that the complaint be dlsmissed.

A puolic hearing in this matter was keld in San Luis Obispo belore
Examiner MacKall

The subd;vislon legallj descr.bed as "Town of‘ul Morro" was recorded

Jamuary 2L, 1889 as Baywood P rk ustaees and ls located on the shores of

Norro Bey, about 12 miles from the cxty of San Luis Obl;po and four miles south

of the town of Morro Bay, in San Luis Obispo County. The subdivision contains

approximetely 1,000 acres, divided into various sized parcels or lots ranging‘
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in s:i.ze from 25 x 125 feet to one—half acra. During the .per:;od from .1922 to 1926,

Mr. Otto purcnased the unsold lots in said suble151on, comprising about 8%

s

of the entire traot.- Thereafter he oetlvely promoted the sale of lots therein,
minta:!.ning 4 tract office in tne subd.'wiaion. ‘

Mr Otto :Lnstalled w..ter system t.o serve Bo}’WOOd Park st-\tes in
1927 and 1928. A cased well was sunk 27 feet deep. An electrically-driven
pump discharges 1nto the d;stributlon system cons_aoing of about 19, OOO feet of
mains from 2 to 4 1nches in dxameter.' Fo“mcrly storage was provided by an
g Ooo-gallon wooden tank IOCated on the highest point wlthin the subdlvision at
an elevation of lSl feet above sea level. Thls tank nas been destroyed and no

storage is available. a second well, ﬁavxng an 8—1nch ceszng 1ns;de a l2-1nch

casing, was completed in lMay, 19A5. ~ third well was drilled in October, 1946,
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with a é-inch casing in & grevel envelope, A new pumping unit recently has, been
inst;lled consiéting.of a five-horscpower ‘electric motor direct-comnected to a
turbi#e pump;vrﬁte& a£ 75 gdllohs per mindte against.a pressure of 60 poun@g per ..
squ;:xfe inch. Dur1n° the yec.r 1946 defendant has :Lnstaned. over. 9,000. feet of

2% and 3-inch pipe; ‘At the presént time' thefe are’zbout.33 consumers, nope
metered. 'Repofts indicated thut the water supplied by the system is soft and of .
exgellegt quality.:'Many‘cf the premisés within' the subdivision obtain. water .

from individually-ownod wells. "

Mf. btt§ téstifi%d thet he is tﬁe'owner-of the water system.

Although no detalled 1nvenxory or appraisal of thu property was presented, he
cstzmated that to the date of hearlng in this matter he had invested in the
water works facll;t;es at least $25,000.

From the record lt is cléar that st the outsets r..Otto did not charge
the consumers for watcr service.’ Hdwevéf;-ff appeurs that {rem time to tbpe{
subsequent to the ye..u- 1932, he urged the consumers to organize a mutual
assoczatzon to operate, maintaln and distribute the water and to collect
chargea for water service. The title to the system however was to be held by
Mr. Otto. In the sprlng and swamer of 1932 meetings were called by defendant
but were attended By only e few, about eight or nine, out of the twenty water
users. As a result of thesc meetings :etvice assessments were'esmablished
ranging from SO cents to 31.50 per ménth'per consumer. In 1944 and 1945 efforts
were made to obtain signaturss of all water users on &:printed-form of
application for water service which’ required membership in a so-cglled water
:ugers associatmon in which Richard S. Otto ‘was'secretary and treasurer. By—laws
£or th;s associatlon were prepared by Mr. ‘Dtto-and submitted to and .adopted by
the assocmation, In these by=aws the' rame of" Baywood Park- Estates, Mutual Water
Uag;a Association was ratirxed and established for the: use.of ‘the .organization
which ﬁn turn recelved from Mr. Otto the ‘right to operatc the water system without

charge or ;iability. Ownership of the water?system'was acknowl.edged, by said
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association to rest in Richard S. Otto. In the latter part of ‘the _,roa.r l9h5,
Mr. R. A. Torkelson was blected”sebfetary-treasurer. He Was granted by tne
association a salary of $15 per month for manegement of the water system and the
collection of bills from the water users. 'A&dipionol compénsotion wos‘poid

¥r. Torkelson by Mr. Otto'who also’ furnished whatever oééifionhlhmonoy was
necessary to make up the deficit in'the cost of‘opéfotion'and‘ropai;s to:phe
system.

On the 'L5th day of ¥ay, 1946, the Baywood Park Mutual Water "Uaéfa'
Association held a meeting and’ established a new schedule of rates, ranglng from
$1.50 to $3.50 per month, accordxng to class of use. Notice of this increase
in rates was sent to all consumers. Following this meetihg}'becaﬁse of:protesto
made by many of the consumers;, a letter was sent out by the secretaxy'of the
association, under date of August 8, 1946, to the effbct that all water service
would be discontinued three days thereafter to all cohsﬁhers who had hot
qualified as members of the association; This qpaiifioatiop copsispéd pfiﬁa;ily
of the signing by the water user of a new and revised form caiiéo 6A§§iica£idh
for‘Mbmbership and Water Service:" A sibstantisl number of consumers refﬁsed
to sign the application as demanded and | 21so refused to puy the 1ncreused rates
¢stablished by the association and instead filed the formal complainx'ln this
proceeding.

The testimony of witnesses shows that at least dﬁfing pofi of ohe yoao
1932 and thereafter, the rate of $1,50 per month per consumer had been colloctcd

for water service as a routine duty by various tract mansgers who were resioént'

agents in charge of the sale of lotg en'this tract and in the employ of Mr. Otto.

Certain of these tract minagers testified that during their terms as local
managers the money: collected by thém for water seérvide was  delivered to
Mr..0tto, usually deposited in the petty'cash funds.' Receipts were giﬁeh'to‘tﬁo
consumers as payment for watér service rendered, nlthough a large proportion of

the water users were not 'members of the ussocn.at:z.on org_nlzed by Mr Otto, the
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record shows that no water service was discontinued to any of the nor=-mempers of

the organization because of the‘fact that they had neglected or refused to join
the asssocistion and had not signed the reauired form of spplication for
membership and for water service. The evidence shows that during the year 1946
one new lot purchaser, not a consumer, applied for water service but was

refuséd wnless and until he signed the zbove-mentioned application for membership
and water service.

The evidence shows that there is no recital in any of the sales?
contracts or deeds of conveyance of the lots sold in Saywood Park Estates that
giyes to the purchaser ony interest in or right to operate the weter properties
serving the subdivision. Notning is set forth in either of these two types of
instruments which refers in aay wet whatsocver to the formation of, or the
requirement of membership in, & mutual water company or association.

The testimony of Mr. Otto and tihe record in this pfoceeding bears out
the fact tnat vhile water undoubtedly was supplied frec of churge for some
undetermined meriod curing the early stages of operation by the defendant during
the initial stages of the soles compeign in 3eywood Park Istates, nevertheless
said defendont ¢id muke certain fixed and nominal churges for water service to
his consumers from at leust the middle of the year 1932 to XMay, 19a6; Undoubtedly
continuous efforts had been made by Mr. Otto to prevail on the consuters to form
the mutual organiéation to take over the actuzl local plant menagement and
operation.

The revenues at no time had o¢en sufficient to pay for these costse
During the time the water system was mmaged by empioyees or resident sales agents
of Yr, Otto, end thereafter and up %o the present time, all acditional funds
required for repairs ond othér operating expenses were furnished by the owner.
| One very important fact must be noted and that is that defendent still considers
it necessory to maintain ownership of this water system in order to protect his
interests in the unsold lots in the tract. Defendent furthermore still has the

responsibility to poy the costs of extensions of mains snd other rnew ¢onstruction.

-5
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From the facts set forth above, it is conclusive thot defendant has

for many yeurs Last past delivered woter for compensation o 1ot purchasers and

residents living in Baywood Park Estates. Water hus been s0 s501d to customers
wpether or not they were members of tac recently organized Boywood Park Zstates
Vutual Water Users! Associution. It i3 cleer, therefore, thut in so doing
Yr. Otto nas dedicated his water aystem and water service to the public use and
is therefore subject to the jJurisaiction und cont;ol of the Puslic Utilities
Commission of the State of balifornid. n fuirness to ¥r. Qtto, it snhould be
pointed out at thws time thit the rates churged for water service at no time
have been excessive or unfzir. He has mude n sincere und honest effort to
permit the water users themselves to operute the water zystenm to reduce expenses
4o a minimug, ot the same time willingly providing funds necessary to pay for
deficits in operatinq costs. while the Commission will, under the circunstances,
be forced to direct the re-instatement of the originul rates charged before the
increases of 1946, nevertheless it is recognized tnat suid rates may‘hot produce
revenues equivalent Lo the total costs of mainteining und operating the plant.
It is cleur, hovever, that neither the mutual ussociation nor defendznt had -
authority to increuse the existing rates. The proper remedy for relief in this
sitﬁation lies in the filing with <his Commission of an cpplication for the
cstablishment of just and reasonable rates, including both flat und meter schedules.
The evidence shows that ut the present time no storage facilities exist.
The Commission's engineer, xir. -. Ronald Focter, st the time of the hearing
recommended that s storage tank of suitable capoeity be installed 24 such 2
location and elevation o5 to provide @ dependeble gravity supply in case of
vemporary failure of the pumps. The contour of the land permits such storage

vithout the expense of an elevated tank. A surface storage tank or reservoir
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‘is much sofer and more necessary on so large a project than the oresent mothod of
dependcnce upon the present small automatxc preseure tanl .nccordlngly, ln the
Order whiCh follows, Mr. Otto w1ll be requlred to proceed thh the 1nstullatlon
of storage facllities wnzch are now v*tdlly neccss«ry for relxable and
satisfuctory water service to this growmng communloy and tne protection of the
health and safety of its lnhabipants. ‘

Tha record presentoo does not cont aln sofflclent evndence to permit
the determination in this decls ion of the boundorles of the service area of
thislsystep. In order to avoid further dz’flcultlcs und controversies over
territorial lzm;tatxons in the .uture Rxchard S. Otto will be roqp;red to fxle

wlth this Commlssion, subjeot to its approval, a comprehenslve map delineatzng
thereupon the serv1ce ares in und in the vmcinlty of Baywooo Park Estates.

| In view of the circumstanceo, defendant w1ll be d;rected 1n the
following Order to flle rates for water serv1ce hnd rules and regulatmons
‘governing the sale and diotrlbutlon of water to oonsumers, Sald rates, rules
and regulations srall elmmlnate all oiocrlmlnatzon, if an&, between consumers
by reason of membership in Baywood Pwrk Estates Mutual Water Users'

Association.

9&22&

A‘public hearing having been held 1ﬁ the above entltled proccedzng and

oased opon the conclusioﬁs and findings set ’or n in the foregoing Oplnion, it is
hereby foond &s a fact that the watcr works ownod by defendant Richard Se Otto,
and serving water for dDmeSolC ond ot er pu;ooscs in the subdlv*slon anown as
Baywood Park Bstates, in adn ouas Colspo County, is & public ut;lipy and as such
is undor the control and jurisdlctloo of the Puolzc Utllltles Commission of the

State of Calzfornxa,




IT IS HEREBY O?DERED as follows.

That 4ichard S. Otto- shall f:le in quadrupllcate w1th thls
Comuission, within thirty (30) days from'the date of this
Order, in conformity with the Commission's General Order
No. 96, rates for water service rendered in Baywood Park
Estates, which rates shall not 'be higher than those:in
effect for -the various consumers -in the area prior to

June l, 1946, subject to approval by the Commissxon.

That R;chard S. 0tto, within thlrty (30) days from the
date of this Order, shall submit to this Commission for:
its approval four sets of rules and regulations governing
relations with his consumers, each set of which shall
contein a' suitadle map or sketch, drawn to an indicated
scale upon o sheet 8% x 11 1nches in size, delineating
thereupon in distinctive marxkings the boundaries -of the
present service urea, and the location thereof ‘with
reference to the immediate surrounding territory; -provided,
however, that such map or sketch shzll not thereby be.
considered by this Commission or any other public body

as 2 final or conclusive determination or establishment. -
of thre dedzcated arva of servxce, or any port;on tnereof.

That Richurd S. Otto, within sixty (60) days from the date
of this Order, shall file with this Commission four copies
of a comprehensive map, drawn to an indicated scale of not
less than 600 feet to the inch, upon which’shall be <
delineated by appropriate morkings the territory presently
served. This map should be reasonably accurate, show the
source and date thercdof and include sufficient data to
determine clearly and definitely the location of the -
property-comprising the entire utility crea’of service;
provided, however, that such map shall not thereby be-
considered by 'this Commission or any other public body as 2
final or conclusive determination or establishment of the
dedicated drea of servzce, or any portion thereof.

That Richard S Otto, w1thin ninety (90) d:ys from: the date’ -
of this Order, shall file with'this“Commission detailed. plans
for the installation of a water tank-or 'storage reservoir of’
not less than 20,000-gallon capacity, and preferably of about

- 50,000-gallen capacity, to be located 'in Block 50 of Baywood
Park Estdtes' subdivision, being the highest' point thereof.
Such plans are to' be subject to the gpproval-of this’ ‘
Commission and said storage facilities'are to be installed
and’' in operation in 2 manner satisfactory to this Commission
within nlnnty (90) days atter approval of Suld plans.

-

IT IS HEP BY FURThﬂn CJROZRED that for all other purposes, the

effective date of this Order shall be twenty (20) days from hnd after the date

hereof.




Dated at Aimcamorm» tnis, 3 5% cay

L, 947

Commi.ssioners.,




