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Decision No. 4:2642 

EBF01~E THE PUBLIC UTILITIZ.3 COr,;LI.33ION OF THE STATZ' OF CALIFOlnlIA 

) 
In the Na:ter of the Ap~lication of ) 
or : .. HOE SISRRA ' ·.,TZR CO:,:?;U~Y, Eijou I 
Park, ~ldorado Co~~ty, Cali~ornia ) 
for a ?~blic Dtility and Certificates) 
of Public Convenience and Necessity ) 

Application No. 29831 

-----------------------------) 
EcGil vray and. !':cGi 1 v:"a~" 
by Ke:"l:'leth C. I,:cGil v:-av, 
for ap?licant. 

o ? I N ION --------. 

Ta!'-!oe-Sierra ',·o.ter Company, by -:.he above-entitled 

application, re~uests a certific~te of public convenience and 

n<;:ce.:;sit:r authorizinp' it to construct, o?erate, and :'laintain a public 

utili ty water system to serve Tracts Hos'. 1, 2, and. 3 of Tahoe-Sierra . 
Jubdivision loco-ted in Tahoe Valley, £1 :lorRc.o Count.y, Califol"'::"lia. 

The$e tracts encompass 1,419 lots; out at the precent ti~o there are' 

only 91 customers) of \·:hich only 32 are year-round users. The 

majority of the customers are seasonal, and, ~herefore, applicant is 

requestinG that bo~h seasonal a~d all-year water rates be established. 

Applic~~t is also re~uesting per~ission to issue 451 shares of no par 

capital stock. 

\ bl' "" . . .... . d' h l~ b.(:' ... . J'\ pu l.C •• earl.ng l.n t •• l.S procee l.ng was e \.0. c.ore ..::.:x:amlner 

Zdwards in Tahoe Valley on Febru~ry 24, 1949. 

1·:r. Thomas H. Armstrong, president of the Ta.'1.oe-Sierra ':,'ater, 

Co~pany, appeared at the heuri~g as app1ic~nt's princip~l ~~tness. He 

is the o"mer and subdivider of said tracts.. In order to help sell the 

lots, he ore,anized the Tahoe-Sierra ~:ater Co~p~ny as a mutual water 

company on October 9, 1945) Dond proceeded to install a ~'rater s)'stem. 

I-.r. Armstrong advanced all the money necessary to install the system; 
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and when a lot in Tract !Jo. 1 was sold ",nd :fully paid for) he ,:,rou1d 

issue to the o"mer of the lot one sha::-e of st.oc!-: cf the \I:ntcr con:pany. 

To date, 107 shar(:s of st.ock have been issued to. purchase:s of lots. 

He still o~~s 344 shares, representing the ren:aining unsold lots in 

Tract r:o. 1 of Tahoe-Sierra .3ubdi vision .. 

The expenses of o?cratins and =aintaininr the uutual system 

'..-ere to be sh~red ec;:..:.ally among the users b;~ assessmente on the stock. 

However, 4fter the first three or four ~ont~s he encoun~er~d difficulty 

in coll,:ctine from the sh::.reho:'.dc:!"s -:.he costs of opera':.ing the system. 

The costs rer.lained fairly steudy rr.onth to month, but the customers 

only \\'~lnted to pay the bills .... hen t.hey were tr.ero to use the wa.ter. 

3ills i':ere sent out, but collections ~':cre :30 poor that for nec.:"ly 

:.hree ye&.rs now ~,:r. Armstrong has borne all of the ope~t.ting 'c.nd 

I~aintenD.nce expenses, ane. the .';i":,ocJ.:holders have received free water .. 

l·,~r. J.r:nstro~r- fi~ured that by convcrtin,CO: the n:utu.:tl 't' .. at~r 

co~pa~y to a ~ublic utility, regular :"ates could be established ~~d 

sufficient !':'loney collected in advance to cover the expenses ,.rithout 

the dant'J;cr of SOl:'.P. abnor:na11:t hi~r. aszeSS!l1\:nts. Or. AUnlst 29, 194$, 

at a meeting of the 50ard of Directors ~nd shareholders of the Taho~-

Sierra ~ater Company, the,articles of inco~?oration were ~er.ded to 

authorize the corporation to operate as 0. ?~).blic utility \','ater cor.:p3.."ly; 

and a resolution was dr~~~ for the purpose of applying to the Public 

Utilities Cp~~ission of the State of California for a certificate of 

public convenience and necessity for consent to act as a public utility 

.3.nd for authority to excha!'lge sf.,::res of stock in Taho'e-Sierra t::a'ter 

Company, a mutual \"ater cO!':1?any, ~or sh~res of stock of no par value 

in Ta."loe-Siel"'ra ~:~ter Company) a public utili t~r, on a sha:-e-for-share 

basis. Shareholders rep:"ezenting: 84':;, or 379 sh~res out of 451 shares, ' 

adopted the resolution. 

1..1'. J. D. Reader, .an engineer on the Commission's Hydraulic 

Division st~ff, oade a ztudy of the operations of this systeo ~~cl 
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found that Tract No.1 \-las piped lat.e in 194.5 ...nth 1,500 feet of 

six-inch and 14
1
060 feet of four-inch, slip-joint, 12-gauge, dipped 

pipe; Tract No.3, northwest :corti on , ,"'as piped ''tIith 1,000 feet of 

six-inch 'and 13,360 feet of four-inch, lZ-gaup.:e, dipped, slip-joint 

pipe and approximately 1, 500 feet of used three- and 2~-inch black 

pi';:le. A 14.-inch well was drilled on Lot 15 Q,f Block 9 in Tract No. 1 

in 1946 to a depth of 150 feet, ~':i th a concrete seal on the bottom to 

prevent excessive sand from entering ,the well. At present, Tract 

:-;0. 2 has not been ,iped, and part of Tract No. :3 remains to be piped. 

The present total fixed capital and annual depreciution, as 

computed by the 5% sinking fund method, were found to be $40,56$ and 

~5l7, respectively. 

:.~. Reader made an analysis of the expenses l including such 

i terns as po,,:er, repairs, labor, insuran ce f bookkeeping, taxes, and 

depreciation; and arrived at the conclusion that they will average 

over ,$30 per custooer per year. This figure includes only a part-time 

r:.aintenance man; ho\':ever, until ~he water system grows considerably, 

a larr-e portion of this maintenance man's salary' must be borne by the 

real estate development. Inasmuch as most 'expanses continue month to 

month, whether the consumer is there or not, Kr. Reader concludes that 

seasonal users should be required to pay their fair ~ortion of the, 

annual aver~ge cOSt per customer. 

Applicant is requesting flat rates on 3!4-inch s~rvice of 

$25 for sumcerseason and ~45 for all-year service 1 plus a summer 

irrigation charge of ~Z.50 per 1,000 square feet, and optional meter' 

rates as follows: 
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Cor.r •. 

:tP~U!;'S'T'c;'D ...... \~ .... ~. I .E~:SR 

; !inimum CharP.'es: 5 p J.·.os •. 
~··,eter Size Season 
siS x 3/4-inch meter ;';;25 
3 /4-inch meter 30 
l-inch r.'Leter 50 
l~-il'lCh meter 75 

1;onthlv '}uantitv . Charges: 

R~·.TES 

04.11- ~1initl'um ~·:th1y_ 
Year Allowance 
~ :806 cu. ft. 

55 1,000 cu.' ft.' 
96 1, 500 . cu •. it': 

168 2,500 cu •. ft., 

Per !;~et.er. 
Per ~·lonth·. 

First $00 cu •. ft .. - included in minimum charge'" 
Next 1,200 cu .. ft., per 100 cu. ft.. ... ••. $0.35 
~ext ),000 cu. ft. , per 100 cu. ft. .. ". .25 
!\ext 5 000 cu. .... t per 100 cu. ft • .2C .Jo ., . • · ~!ext 10;000 cu. ft. , per 100 c~. ft., .. • • .'15 

:1.11 over 20,000 cu. ft. , per 100 cu. ...... .10 ... ..... . • • 

;~,plic.;;J.nt' s proposed se.:;.sona1 flG.t rate is son:ewha.t belcM 

the estimated a\"er.;.ge annual cost of ;~30, and the all-year rate ie. 

considerably above; but the high unit costs of keeping the system 

operating in the ''linter just.ify this spread., The cost fieure doe~ not 

include any return en the inves":.I:lent. Lr •. Arostrong tes":.ified that he 

is not concerned .... "ith a return during the developmental staee of· the 

tracts, but he desires to recover out-of~.nocket costs~ In the event 

the rates established herein do not prove adequate after tee service 

area. r.as passed the develo~ment sta,".:e 1 applicant may apply to this 

Commission for revision thereof. Sir::.ilarly, t he rates ~'il~ be su.bJect 

to r~vision dOvmware should actual experience indicate that the yie~d 

of these rates is unreasonably high. 

On F0bru.ary 28, 1949 I a test of the water from the ":ell in 

Tract No .• 1 WolS lr.d.de by Affleck LaborC4.tories, Sacra:nento, which found 

it to b~ ~afe for h~~an cons~~~tion as of that date. 

A.pplicant h~s located th~ :;.ains in the' streets in and 

surrounding the tracts; and, under dute of ~:rarch 9, 1949, obtained a 

resolution of the County 30ard of 3upervisors granting permission to 

occupy such s-:.reets. I:r. h,rmstronf\ t~stified that no other utility 

is rendering public utility water service in this area. 

The costs incurred by applicant in obtaining a certificate 

o.re reported at ;p)OO, of which ;jO represents the payment of .the . 
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filing f~e under Section 57~ of the Public Utilities Act. Applicant 

has sti,ul~ted that it 7 its succeS30rs or assigns will never claim 

before the Co~~ission, or bdfore any court or public body, any value 

for this certificate in excess of the actual cost thereof. 

No one protested the granting of a certificate of ?ublic 

convenience an" n0cessity to ';;''Ppli'cant. One custor.ler, l·.rs. G. H. 

Trtomas, protested t~e level of th'e !'ropo:ed residential rate) stating 

that it is too high. '~e~ questioned as to her reason, she could eive 

no specific ans·,.;er other than to cO:'upare it ..,rith 3acro.:::ento city water 

rates. The rctes charged by applicant' should be related to its cost 

of oper:;ltion anc. not to those tha~ =ay be charged by a lJ.rge city, liJ.:e 

.3acran:C!"lto, '..:he::-e unit costs ShO'lld be lower and service conditions 

wholly dissilnilar. Rates must ~ecessarily reflect cost differences 

if the higher-cost utility is to surviv~ 'a~d keep solvent. ~pplicar.t's 

proposed flat rates do not appear ~~rcasonabl~, based on estimated 

future cozts of service; but oo~e r~visior. of applicant's proposed 

meter rates appears necessary to r::aintain p!"oper balance between the 

two types of service. 

Not only has applicant ac.vance:d the cost of the W6.ter system 

material, but has paid the cost of labor of installation, and now 

st~tes that there are no loans outstanding against the s~stem. The 

evidence indicates that the applicant ... ·rill operate and maintain the 

system in suc;, condition as to furnish satisf<lctory wa'ter service 

durin~ the devclop~ental stage of these tracts ~~d thereafter. The 

CO!U!:'lission finds that public conv~nience and necessity r~quire 't::'e 

issu~~ce of this certificate. 

The certificate of public cor.v~ni~nce and ncc€ssity 

hereinafter granted is subj~ct to the ~olloidng provisions of law: 

T!1.at the Co:mnission shall have no nower to authorize the 
capitalization of this certific~tc·of public conv~nicnce 
and necessity or the right to ",wn, operate or er~joy such 
certificate of public convc~ience ~nd necessi~~in excess 
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of the amount (exc1usiv~ of any tax or annu~l charg~) 
D.ctua11y paid to the State as the consideration for the 
issuance of such certificat.~ of public convenience 'and 
necessity.or ri~~t. 

The order h~rein ~~lla~thorize applic~nt to' issue 451 

shares of its no par valutZ ca,i t.al stock and exch~.ngc':: the $,l]r.e on a 

share-for-share basis for 451 shares of cutual ~~ock now out.standing. 

The Commission's ord~r does not require the 'holders of th~ co~pany's 

out.standin$ ~tock to exchanf,~ their sha.res. 

Public hearine having been held on the above-entitled 

application 1 th~ matter having been sub~itted1 and the Commission 

being fully advised, and it b~ing of th~ opinion that the':: ~oney, 

property or laoor to be procured or paid for by the issu~nce or· t~e 

4.51 shares of stock herein authori=e:d is raasonably r~quired by the 

Tahoe,:,,':;)ierr~ ··at~r Com,any for the pur'Ooses herein stated, which 

purposes ore not in whole or in port reasonably chargeable to operating 

expenses or to incor.'le, and that. this application should b~ grcnted, 

as herein provided; -:herefore, 

IT IS HEREBY ORDERED that a certificate of public 

convenience and nlZ:cessity be and it is grant.ed Tahoe-Sierra ~.!ater 

Ccm?any to construct, opcratlZ:, and =aintuin a ?ublic utility systec 

for the production1 distribution, ~nd sale of water ~nthin 7racts 

Nos. 1, 2, and 3 of T':..hoe-Sierrc. Subdivision, 7<lho~ V-:lll.ay, :C:l Dortico 

County, subj~ct, however, to the following conditions: 

1. .::~pplicD.n't shall file in quadruplicate ~r.i.th 
this Com."llission wi thin t\'!ont)" (20) do.ys 
c.i'tt;)r the eff~ctive date of this ord~r, in 
coni'orr:lity with C~ncr.:l.10rder No. 96,thc 
sch~dul¢s of rat~s sho'~ in E~~ibit A attached 
her~to1 to be charged for c.ll water service 
rcnciQred to cons~ers after said effective 
date. 
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2. Applicant shall, ~~~hin tw~nty (20) days 
aft~r the effectiv0 date of this order, 
file ~~th the Comrnis3ion four Z0tS of 
rules ~nd r~gul~tions ~ovcrninh rel~tions 
~"i th its cust.om,::: r s, ..::'::' ch set of whi ch she.ll 
cont~in a sui table mo.p or zk0tch, drc. ... m to 
an indico.ted sc~lc ' .. ::pon <l. she~t S~ x 11 
inches in size, delin(;:~tine ther,;)1J.pon in 
distincti ve ::l.'3.rkings the bot:.."lciarios of the 
pres~nt 3ervice ar~a ~d the location 
thereof with resp~ct to the i~~edi~t~ 
surroundin.r:-: t'erritory; ,rovidcd, however, 
that such fili!".~ shall not be construeci as 
a final or conclusive dete~ination or 
.;:stablisr.m~nt of th.; dedic·3.tcd D.rc~ of 
s~rvicc or any portion thereof. 

3. Applic~t sh~ll, within thirty' (30) days 
after the ef!~ctive dcte of this order, 
file four copies of a com~r0h~nsive oap, 
dra~n to ~ indic~ted sco.le of not less 
than 400 feet to the inch, deline~ting by 
o.ppropriatc :larkings th;; vo.rious tracts of 
l.s.nd and t~rri tory served and to be served 
and the 10cOltion of the various properties 
n0~rby of the ~pplic~nt. 

4... ApplicD.nt shall, within thirty (30) days 
o.ftcr the com,lction of the syste~ for which 
this certific~te is granted, notify this 
Commission in writing of such CO~p10tion. 

IT IS F.ER.:::sy FtJRTH~R OaDBRED that To.hoe-Sierra :'lo.tcr 

Company may) o.ft..br the ~ffective d.:.:.tc h~reof, issue not exceeding 

~51 sh~res of no par value capitnl stock, in exch~ngc'on a sharc-

for-sh~re bo.sis for 451 sh:.lres of i ts ~utu:ll stock not.; outstcnding. 

IT IS HEREBY FU1~TH£R JRDERED th.::.t T.:l,!lOe-Sierra ~::~ter 

Company shD.1l file 't,.:i thin fi Vi.;! (5) days following six (6) months 

niter the effective d~te hereof, a 5t~tc~ent sho~ing the number of 

shares of stock issued under the :::.utho:::-ity herein ~ro.nted, the 

names of the persons to who~ said sh::.rl;:s \;ere issued n .. "'ld the number 

of 5h~res of outstandine =toc/' surrendered by each of s~id persons. 
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.:;;.:o:id stc.tel':lcnt shcll elso show the statQd vcll.l.o a.ssizn,.3d to o:-Lch 

'--"~ sh~l"e of sto ck i ssu~d. 

The ~ff~ctive date, of this order sh~ll b~ twenty (20) deys 

~ft0r th0 d~tc hereof. 

~ Dl.:ted at S.1n Frmlcinco, Cc.lifornio., this 

of .£l~ , 1949 •. 

Commissio;ne·rs;,. 

~ 
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APPLICABILITY 

Schedule No. 1 

FLAT RATES --
Applicable to a.ll water service rendered on a nat rate ba.:su. 

TERRITORY 

In Tahoe-Sierra Subdivision3 Nos. 1, 2, and :3 lying between the unincorporated 
communitios ot B1jou and T~oe Vlllley in El Oor/l.do County. 

~ 

For'a 3/4-1nch service tor a five-month summer sea~on 
(May, June, July, AUSU3t~ and September) ••••• 

For service· in addition to the above summer months tor 
April or October, per month • • • • • • • • 

For 0. 3/4-ineh service for Doll-year servie,e •••• 

. . . . . . $ 25~OO 

· . . . . 

For irrigation of garde~, an addition charge per 1,000 square· 
feet of garden tor the five summer month$ period. • • • • .. • • • ~.3~ 

For ,motels or apartments: 
F~t two units tor five-month 3ummer season. .. • • •• 
Fir5~ two units for ~-year service. • • • • • •••• 
Additional units for five-conth. s\llIlIllCr season ••• 
Additional units for all-year service • • • • • • • • 

SPECIAL CONDITIONS 

· . . . . 
· . ~ 

. . . . 
.35 .. 00 
65.00 
15.00 
28.00 

For commercial or large use~, the rate to be determined by water ~se ~ 
measured by meter or estimated and applied to the met~r rates 5et forth under 
Schedules Nos. 2 and 3. 

Annual and seasonal flat rate charges are payable in adv:mce on or before 
April 1 of each yc6lr. 

EXHIBIT A 
Page l' 
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Schedule No. 2 

APPLI CABILITY 

Ap~licable ti all measured water service during the five summer months, May, 
June, July, August, and September. 

TER.~IroRY 

In Tahoe-Sierra Subdivisions Nos. 1, 2, and 3 lying between the unincorporated 
communi tics of Bijou and Ta.'"loo Valley in El Dora.do County. 

PATES -
Minimum Cha.rgc3: 

Seasonal 
Minimu.'Tl Charge 

For 5/8 x 3/4-~~ch meter • 
For J/~inch meter • 
For l-inch meter • • • 
For l~-inch meter '. 

. . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . .-. 
. . . . . . . . . . . '. 

$2.5.00 
30.00 
50.00 
75.00 

Monthly Quantity Rat&a: . 

Per Hctcr 
Per Month' 

First 
Next 
Next 
Next 
Next 

A.ll Over 

800 cubic! eet, per 100 cubic teet · · • 
200 cubic feet, per 100 cubic feet · · · 1,000 cubic feet, ~r 100 cubic !edt · · · 3,000 cubic teet, per 100 cubic feet .. · · · · 5,000 cubic feet, per 100 cubic feet · · · · • 10,000 cubic feet, pt:r 100 cubic !e~t · • · · • 

The seasonal. m.ini=.u:r. charge will entitle the conswncr 
ea.cn month to that quantity of water which one-firth 
of the sea.sonal min.iJ:nJIr. cha.rgc will purchase at the 
Monthly Quantity Rates. 

EXHIBIT ;.. 
Page 2 

$ 0.62.5 
.50 
.40 
.2.5 
.1.5 
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APPLICABILITY 

Schedule No., ) , 

ALL YEAR METER RATES - - .---- -----
Applicable to measured all-year service. 

TERRITORY 

In Tahoe-$ierra Subdinaions No-".. 1 and :3 lying between the unincorporated. 
communities ot Bijou and Tahoe Valley in El Dorado County. 

~ 

Hinimum. Charges! 

For 5/s x :3/4-inchmeter ••• • • • •• 
For 3/4-inch meter • • • • • • • • • • 

· .. . . . · . . .. 
For l-incnmeter ••• - ••• · . . . . 
For l~inch meter •• · . . .. . 

Mtmthly Quantity Bate.,: 

First 
Next 
Next 
Next 

700 cubic feet, per 100 cubic teeta • o. o •• '.,' 

1,300 cubic feet, per 100 cubic feet. • , ... 
3,000 cubic feet, per 100 cubic feet. • •••• 
5,000 cubic feet, per 100 cubic feet. • ••• • 

·~O,OOO cubiC feet, per 100 cubic feet. • • • • • All Over 

Annual 
Minimum Charge 

$ 42.00 
54.00 
96.00 

0168.00 

Per Meter 
Per Month 

, . 
$ 0.50, 

.33 
.20 ' 
.15 
.10 

The annual minimum charge will entitle the co~umer 
each month to that quantity or water which one-twelfth 
or the annual minimum charge will purchase at the 
Monthly Quantity Rate5. ' 

EXHIBIT A 
Page :3 


