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Decision No. 42920 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA , 

In the Iv~3.tter of the Application of 
PINE FlAT. WATER COMPANY FOR CERTIFICATE 
OF PUBLIC CONVENIENCE· AND NECESSITY .. TO 
OPE&i.TE A ~;ATER SYSTEM FOR THE DISTRI­
BUTION OF WATER FOR DO!t.ESTIC USE FOR 
CO~~ENSATION, IN THE COUNTY OF TULARE, 
STATE OF CALIFORNIA, AND FOR· ORDER 
AUTHORIZING ISSUE OF STOCK •. 

) 
) 
) 
) 
) Application No. 29957 
) 
) 

~ 
----------~-'.~' .. -"--'-' -------------) 

We 'R. :Bailey and R., ~'1. Boeke for applicant; 
Ed\'1in F. Ja.cobsen 1:or~6 members of Pine 
Flat t~a.ter Users t Association. 

OPINION ------_ ... 
Pine F~.?t ~"ater Company, a california corporation, by the 

above-entitled application requests a certificate of public convenience 

and necessity authorizing it to operate a public utility water system· 

to serve Myers Land Company's Pine Flat subdivision and a few water 

users having property just outside the subdivision and who are now 

served by the water system. The subdivision is part 'of a summer resort 

area in Sequoia National Forest and is'loeated two miles southeast of 

California Hot Springs, in Tulare County.'There are approximately 350 . 

lots within the tract, of which some 235 have been sold, but there are 

only about 100 services now connected to the water system. As most of 

the business is seasonal, applicant is requesting that both flat and 

meter rates be established on an annual basis.' Applicant is also re­

ques'ting permission to iss.ue 1,000 sharES of capitZllstock of the par 

value of $10 per share. 

A public hearing in this proceeding was held before 

Commissioner Potter and Examiner Edw:=c~rds at ,Pine' Flat on April 29, 1949. 

At the hearing witnesses for the applicant told the history of develop­

ment of the tract and the reason for, the desire of the present' oWner to 
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discontinue free water service. 'r'" • .;eI1ty-six customers had collectively 

employed counsel to present their alleged rights to perpetua.l, free 

water service. 

r/a-s. Hele::. 1/~. Curti's, daughter of J!'lX'. \'lilliam !.lyers, acquired 

the present water syste:n it! '1936 when the r.iyers Land Company was dis­

solved. Her f~ther origi.r.a11y planned to fom a mutual "Toter company,' 

but t.'.fter his death in 1924 no one developed the plan. ' Water has been' 

served for' approximately 25 ye;~rs at no charge, to all wa~e.r users in 

the tr~ct. During the past three years, ~~s. Curtis sold most of the 

subd:i.visioYl property she inherited and ,now'doez not desire to continue 

to live in Pine Flat. She has a~reed to transfer the water s:ystem for 
W . . 

the nominal sum of $10 to Pine. Flat ~'later Company J and has no desire 

to control the new company nor to serve it. as an officer or director. 

The w~ter system comprises collecting works at :£'1 ve springs.; 

tr.;lnsmission cains censisting of o.bout 13,020 feet of l~-, l~-, and' 

t't'lo-inch :pipe; a concrete, covr.:red reservoir of c.pp~oxima.t~lY 25,000 
. . ' ,. 

gallons c~.pacity; a dist'ribution s}~stem totaling about 16,935 feet of 

t't'lO-', 1*'-, and 3/4-inch pipe; anda.pproxim~te1y 97 serviceconneotions 

ranging in size from 3/4 'inch to t\,lO inches. Practically all of the' 

facilities were installed in the ye2rs 1923, 1924, and 1925 and are 

estimated by applicant to be presently.worth $40·,000. 'Tho springs are 

loc<:lt0d on Sequoia National Forest'.land atapproxim~te elevations of 
. . 

4,200 and 4,400 fect'above sea level. The subdiviSion, at approximate 
, , . 

elevation of 3,750 feet, . is loco.ted ·in portions of Sectior.s 4 ~nd 5, 
, ' 

Township 24 South, and portions of Sections)2 ~nd 33,. Township 23 
South) Range 31 'East, !·~.D.B.&!·:. 

:rwTr" Ja.cobsen, as counsel for 26 watcr users J cont,csted the 

transfer of the Nater system to the new company by me~ns of a quitcla:im 

deed. He urged that a grant deed should be given, tobether with a 

policy of title insurance to gu.;ro.ntec that the new comptmy would have 

no extra expense in acquirir~ full title to the '~tcr system. 
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There is no evidence shoWing that ~~s. Curtis does not have a clear 

title to the water system. 

Mr. Jacobsen also opposed the formation of the new water 

comp~ny) on the ground th~t it was not the result of unanimous action 

of all of the property owners and water users in the tract, to form . 

such a comp\lny. :~e various o\mers hod not been able to agx:oee on the 

type of a water utility to be formed, notwithstanding the fact that 

Mr .. 1~yers had told the lot purchasers that free water \i'Ould be served . 
only for the first five years after the. tract ~s opened, and that 

there.after the water system would be run on a mutu<ll b~sis. The reC­

ord indicates the comp~ny can obt~n lcg~ possession of the water 

system, ~d will render adequate utility service in the future. ' 

Another fact stressed by Nr. JD.cobsen was that the present 

users have been receiving free water for 25 years and he argued that 

free wat.0r for such a long period of time establishes <l right in p~r~ 

pctuity. He stated that the people purchased the lots with the 

understanding thut they 'WOuld receive free water., The applic~ntJ. 
. " 

throush its witnesses, countered this claim and presented. evidence to 

show that th~ lots were not sold on the basis that free water 'WOuld 

o.lways be D.v.'lilablc. The !.1yers L\lnd Company issuedw\lter licenses for 

use of free water~for domestic purposes until such time as a mutual 

w~ter o~ganization might ~eformed and the water system put in the 

hmlds c'-! such ownership for operation and maintenan~e, 

, 

Mr •. H •. H. ~,lorse,witnt!ss for the o.pplicant, ~est:rfied . that 
, 

the compAny does not propose to sell wat~r, but rath~r., water servic·e. 

The water 'is obtained "frae from th~ Forest Servi ce,. the only condition 

being thnt watering troughs be maintained at the spri,ngs tor stock and 

wild lifo. In his opinion, the water rights obtained from the Forest 

Se'rvice could be transferred "Co the new comp~y. 
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~~. E. R. Foster, an engineer in the Hydraulic Division of 

the Commission's staff, made a study of the operations of this water 

system and presente~ a report in evide~ce at the hearing. He estimated 

original cost of the total fixed capital as or April 1, 1949, at 

$16,372.39 and the depreciation reserve requirement at $4,537.25 • . 
A.nnual operation and. maintenance expenses including taxes and depreci-

ation expense on the 5% sinking fund basis were estimated· at $1,477. 

and annual revenue based on rates proposed by the applicant were es­

timated at $1~942. On the basis of these figures a rate of return of 

2.S% is indicated. However, the applicant believes that certain 

additional improvements, such as a ~ell, pumping equipme~t, distribu­

tion tanks, and more distribution mains are necessary to serve the 

present and prospective new customers adequately. If allowance is 

mede for all such new capital estimated to cost ~5J550, the rate of 

return is lowered to 2.1%. 

Applicant is requesting flat rates that vary from $18 to $36 

per year, depending upon the size of service, and meter rates· with tho 

same annual minimum charges. The annual quantity rates under the 

metered schedule vary from 50 cents down to 20 cents per 100 cubic 

feet. The new water company has not requested a differential in water 

charges between those using water, during only the summer. or vacation 

season and those who use \'tater for the entire year.. !I1%". Foster pointed 

out the desir2.bility of having different seasonal and all-year rates, 

and the Commission in granting this certi£icatewill establ'ish monthly 

rates for permanent resi~ent5 ~nd annual rates (payable semiannually) 

for seasonal residents and that the minimUm charge for metered service 

should be less than the charge for flat rate service~. The witness . 

likewise stated that no service should be rendered t'.hrough pipes less 

than three-quarter inch in diameter, and the lowest,flat rate charge .. 
should be based on service through a three-quarter i:nch pipe. 
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Mr. Lester E. Manor, a property owner since '1924, was the 

only customer who took the stand to protest' the propo~;ed new setup.: .H~ 

stated that in the past, water had been generally ample, and he ques­

'tioned the need of a new well to supplement the springs. He thought 

the proposed new reservoirs would provide ample :storage for peak-hour 
" purposes and would refill during the off-peak hoUrs.Yx. ~~nor was 

willing to pay fair rates for good servi~e, but did not want to pay a 

return on an inflated capital structure. 

The applicant's officers were questioned as to their desire 

to earn a return ~pon any value of the' property being donated by Mrs. 

Curtis. They were anxious to earn a return on only-the ~oney hereafter 

invested in the property. The utility had asked permission to sell 

1,000 shares of steck at $10 per share, but in the application showed a 

need for only $6,800 of new capital. Eight hundred dollars of the new 

capital will be used to, pay the cost of organizing the corporation end 

obtaining a certificate. At the hearing the secretary of the company 

asked for some $200 more to cover additional costs connected with ob­

taining permits, transferring property, and filing data requested by 
~ t,,, ,t" i'~ 

the Commission. He also requested a rese:rve fund or:::,~'500 be permitted 

which would extend the total new capital requirement~'to $7,500., This 

cost includes a well arid equipment not presently req~i~red. 
'. I 

" . ~ 

The order herein will authorize applicant H;o: issue' 555 shares 
.' 

of its capital stock to be sold at $10 per share, to be used for the 

following purposes: 

New Construction: 
Instal! Distribution Main - 600 ft. two-inch pipe ••• 
Install Distribution Tanks - two 500 bbl. cov.ered • • • 
Install Hydrants - 25 @ ~~22 • .,. • • •• • • • • • e' e 

Ins,tall Services of 3/4" pipe - 18 @ $11 •. ~' .• ' e'. • e 

. Subtotal 

Intangible Capfta.l: 

$ 435 
2,700 

550 

~ 
Organization expense, certificates, pennits, 
attorney's fees .'.' ....... e,. •• • • • • • • • • • • 913 

To maintain and improve service 
Total. 

. ., .. -. 
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Applicant stipulated at the hearing that it, its ,successors 

or assigns, will never claim before the Commission, or before any 

court or public body, any. value for this c~rtifi~ate in excess of the 

actual cost thereo~ which is reported to be$5~. 

No one specifically appeared to protest the granting of a 

certificate of public convenience and necessity-to the applicant, 

other than a general protest lodged by counsel for ~he26 water users. 

Mr. Jacobsen's only witness , ... ho testified \...as not adverse toa public 

utility system $0 long as the rates were reasonable and spring water 

was' available. At the close or 'the hearing Kr. Jacobsen thought' that 

his eJ.ients wouJ.d be sat:f.s!':f.ed :f.:t' there was no return a~J.owed on the 

present fixed capital, if they could continue to get spring water and 

no standby well was installed. 

Applicant stated th~t tho w~ter systec does not cross county 

roads and, therefore) no county franchise :'is necessary_ Applicant 

obtained a test of the water from the springs and it was found to be 

safe for human consumption as of that date. y~_ Morse testified that 

no other uti1ity in this vicinity is rendering public utility water 

service. There are no loans or other indebtedness outstanding, 'against 

the present water system owned by Mrs. Curti ... · 

The evidence indicates that the applicant will be able to 

operate and maintain the water system in such condition as to furnish 

satisfactory water service during the remaining developmental stage of 

this tract and thereafter. The COmmission finds that public conve~noo 

and necessity require the issuance of this certificate. The certifi­

cate of public convenience and necessity hereinafter granted is subject 

to the following provisions of law: 

That the CommiSSion shall have no power to authorize the 
capitalization of this certificate of publi c convenience 
and necessity or the right to own J operate or enjoy such 
certificate of public convenience and necessity in excess 
of the amount (exclusive of any tax or annua:lcharge) ,ac­
tually paid'to the State as the consideration for the 
issua.nce of such certificate of public convenience and 
necessity or right. 
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o R D E R ... ~ - ~ ... 
Public hearing having been held.. on the above-entit.led 

applicntion, the matter having been submitted, the COmmission being 

fully advised, and it being of the opinion that the money, property, 

or labor to be procured or paid for by the issuance of 555 shares of 

stock herein authorized, is reasonably required by the Pine Flat '~"ater 

Company for the purposes herein stated, which purpose.s are not in whole 

or in part reasonably chargeable to operating expenses or to income, 

and that this application shou1dbe granted, as herein provided; 

therefore, 

IT IS HEREBY ORDERED that a certificate of public convenience 

and necessity be and it is granted Pine Flat Water Company, a corpora­

tion, to construct,operate, and maintain a public utility system. for 

the production, distribution, and sale of water within the territory 

hereinbefore described. 

IT IS HEREBY FURTHER ORDERED that applicant shall:. 

1. F.ile in quadruplicate ,.".ith this. Commission within 
twenty (20) days after the effective date' of this 
order, in conformity with General Order No. 96, the 
schedules of ra.tes shown in Exhibit A attached here­
to, to be charged for all water service rendered to 
customers after said effective date. 

2. ~'li thin twenty (20) days· after the efte cti ve date. of 
this order, file ''lith the Commission :four sets or: 
rules and regulations governing relations with its 
customers J each set of which shall co·ntain a suitab·le 
map' or sketch drawn to an indicated scale upon a sheet e, x 11 inches in size , delineating. thereupon by dis­
tinctive markings the boundariesot the present service 
area and the location thereorwith respect to the 
immediate surrounding territory; prOvided, however, 
that such filing shall not 'be cons.trued a.s af'inal or 
conclusive determination or establish~ent of the dedi­
c·')ted area of service or any portion thereof • 

.3. ~lfithin thirty (30) days after the efrective date or 
this order~ file four copies of a comprehensive map 
drawn. to an indicated scale of not less than 40.0·. feet 
to the inch, delineating by appropriate markings the 
various tra.cts. of land, territory served and to be 
served, and the locDtion of' the various facilities and 
properties or the applicant. 
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APPLICABILITY 

e' 

SChedule No. 1 

METER RATES --
Applicable to all measured water oervice on a monthly or yearly basis., 

TER.iUTORY 

Pine Flat ~ubdivision and adjoining territory, Tulare County., 

~ 
Per Meter 

Minimum Ch.arge: Pe~ Month Per Year 
" ' 

For 5/8 x 3/4-inch meter · . . . .9. . . . . . • 
For ,/4-inch meter · . . . -. . . . . . . . 
For l-inch meter · '. . . '. . . . . . . -. 
For l!-incb meter · '. '. ,., ..... ..... '. . ... • 4 , For 2-inch meter.. '" ... _ _ • .. .. . .. ..... 

Quantity Rate: 

Firstsoo cu'. ft. or less ". '. '. '. '. • • 
Next 1,500 cu. itt., per 100 cu. ft. '. • ... 
Next :3,000 CU:. 1't'.,' per 100' cu. it.~ .;. ~ '. 
Over 5',000 cu •. ft., per 100 cu,. ft.. '.': .. 

· ., ...... 
· . '. ' ..... · ......... 

The Minimum Charge will entitle the 
customer to 'the quantity of ~ater 
which that monthly minimum charge will 
purchase at the monthly Quantity Rate. 

SPECIAL CO~~ITIONS 

~. The monthly minimum charges apply to permanent residents. 

$l.50 
l.8.5 
2.75 
3.65 
5.50 

. $16.50 
2O~OO 
30.00' . 
40 .. 00 ' 
·60 .. 00, 

Per Month 

$1.50 
..25 
...20 
..l5 

2. The' annual min:iJnum charges apply to seasonal resident3 'and are due and 
payable semiannually in advance in 50% pa:yments January 1 and July lot 
each year. 

3. Metero maybe installed at the option o! the utility. 

EXHIBIT A 
Page 1 or 2 
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AmICAB!lITY. 

Sched.ule No. :2 

APplieable to all !.lat rate water service on a m~nthly or yearly basis •.. 

, ro:r.RITO~Y 

Pine nat subdh:"ion and ad~oining territ('lry, Tul{are CO\IDty ... 

RATES - Per M~nth Per Year 
F('Ir each re~idenee or eo~ercial entp.rprise recp.ivir~ serVic~: 

Through 3/4-ineh service connecti~n. . .. • .. • · • $1.90 $21.00 
Through l-inch ~ervice eonneet1~n • .. .. . .. · .. · · .. 2.80 31.00 
ThrOUgh l}-inch service ~onnecti~ . .. .. · . .. · . 3.80 42.00 
Thr('lugb 2-inch service connection .. • .. .. .. · 5.75 63.00 

S'PECIP.!.'CONDITIuNS 

1 •. The monthly rates apply tn pemanent residents. 

2.. . The yearly rates apply to sea:snnal residents and. are due and poyable 8emi-
tl.Mually in advance in :.>O%pa,ments JanuCiry 1 and July 1 ot each year.· ' 

3.' Meters may be installed at the opti('ln nf the utility, in which event 
sprvic,", 'Nill th~reafter be rer~dered onlY' on the basis of $eheclule No.. 17 }i.eter 
R-"tes. 

EXHIBIT I. 

Page 2 or 2 
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IT IS HEREBY FURTHER ORDERED tha. t Pine Flat Water Company, 

after the effective date hereof ~nd on or before November )0, 1949 may 

issue and sell at not less than $10 per share, 555 shares of its 

capital stock and use the proceeds for the purposes set forth in the 

foregoing opinion. 

IT IS HEREBY FURTHER ORDERED that Pine Flat Water Company 

shall file with the Commission on or before December 31, 1949,:30 state­

ment showing the number of shares of stock sold under the authority 

herein granted, the names of the persona to whom said shares were sold, 

and the number sold to each, and the use to which the proceeds of the 

sale of such stock has been put. 

I.T IS HEREBY FURTHER ORDERED that this application in so far 

as it invol~es the issue of 445 shares of stock is hereby dismissed 

without prejudicc~ 

The effective date of this order shall be twenty (20) days 

~fter the d~tc hereo£. 

Dated at San Francisco, california, this 

'1-rt ~.. , 1949. 
" f 

"-'S 

, 
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