Decision No. 22929

BEFORE THE PUBLIC UTILITIZS CCMMISSION OF THE STaTE OF CaLIFORKIA

Application No. 29929'

In the Matter of the Application of
REDWAY 'WATER COMPANY, a corporation,
for (1) a certificate of public con-
venience and necessity to operate a
water system, (2) an order fixing
rates for water, and (3) an order
authorizing applicant to issue 262
shares of its capital SuOCk without
par value.
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Pillsbury, Madisoh & Sutro, by
John D. MeComish and L, S. Murphy,
for appdiicant. ,

QPINION

Redway Water Company, a corporation, aéks‘the Commission to
. granc'it a certificate of public convenience and necessity to operate'
a puplic utility water system for the sale and distribution of water
for residential and commercial purposes in that subdivided area known
as Redway‘Townsite located in porfions-of Sections 10, 11, lhpand 15,‘
T. 4 S., R 3 E., H.B.& M., about two miles nortiwest of the-tdwn'of.
Garberville, Humboldt Counpy, on Highway 10l. The Commission is asked
also to eﬁtablish flatland metered rates for the service furnished, tc
"authorize applicant to acquire the water system at Redway, and to‘issue
to The Pacific Lumber Company 262 shares of its capital stdck‘withpux
paf value. | |
| A public hearing in this proceeding was held before Examiner
Kimball at Garbervmlle on April 12, 1949. :
Redway Water Company, a Calmforn;a corporation, was. organized
. prima:ily for the purpose of gcqu;ring and operating the water system

at‘Redway. This system was'inspalled originally about 1925 byfthe

Burris brothers, who were alse the subdividers ofthetraétknown‘as
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" Redway Townsitc. The Pacific Lumbor Company has operated thg‘water’
system since 1932 and acquired the propérties in December,‘l§48. 'Thé
lumber company has applied a charge of $1.25 a month for flat fate.’
service and a minimum charge of $1.25 pér'month for metered service
with an allowence of 5,000 gallons. The charges for excess use are
feduced through two blocks to 20 cents per 1,000 gallons.

The area for whick a certificate is requested is delineated
on the map submitted in evidence as Exhibit 3 and consists of approxi—
mately 450 acres of land which has been subdlv*ded.

The water supply for this system is obtained from two main
and two subsidiary sources. The main_spring supply has an estimated
flow of LO gallons per minute with no seasonal variation inlyield
having been observed. The water from the spring is conveyed aboutJBO
feet into a reservoir holding about 40,000 gallons. The reserveoir is
formed by a concrete dam across a ravine. A watertighx roof coveru
the reservoir. The winter run-off of the ravine is by-pasaed around
the reservoir. From this reservoir the water is boosted,l70 feet in
elevation by means of an electrically driven centrifugal pump to a
60,000-gallon redwood stave tank. ‘. '. |

The second main source of supply is from the South Fork of
the Eel River at a point under a river gravel bar near thé southeast
corner of the Redway tract. The water from the fiver source is ob-
tained through several perforated pipes which have been laid ina
gravel bar below the exﬁreme low-water level of the'river. These pipes
drain into a concretevaump in the wall of the river canyon. From this

- sump the water is pumped by means of an electrically driven centfifugal
pump into the distribution system with the sur@lus being delivered to
an 80,000-gallon redwood stave tank 2t the same elevation as the
6C,000-gallon tank. The water obtained from the river source is chlori~
nated. The arrangement of water mains from the river pump“to ;he -

80,000-gallon tank and to the distribution system is such that by means
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of valves, it is possible to pump water from both sources into either
tank, to supply spring water to the entire'system, or to isolate the
portion of the area which is primarily business and industrial from
the remainder of the systen, and to sﬁ@ply it with chlorinated river
water while supplying the residential area with Spring,ﬁater..

One of the subsidiary sources, designated as the Highway
Springs, consists of a deecp level underground perforated pipe system
located west of State Highway 10L. Water from this source, which_
producesiabqut four gallons per minute, flows by gravity into the
spring reservoir. The second subsidiary source is a small spring
known as the Scott Springs, whiéh flows about three gallons per minute,
‘and is located between the Highway Springs and the main spring. Water
from 'this source is collécted in a well and is pumped infermitten&ly
into the same pipe that conveys water from the Highway Sprinés to the’
Spring rescrvoir. ,

The distribution system consists of somé hB,OOO feet of pipe
which varies in size from 3/4 inch to four inches. As of April 12,
1949, therc were 172 scrvice connections and 129 industriai éustomers

served. Of the tovtal customers, 127 were served at flat rates and the

remaining two, at meter rates. _

An allocation to acecounts of the book cosﬁ of the waﬁer'
system, as‘of April 1, 1949, together with an eStimdte of annual de-
preciation expense and of the depreciation'reserve*requirement'as
calculated on the 5% sinking fund basis was preseh ed in Exhlbit 8, by
VMr. C. F. Norris, an engineer of the Comm1551on'° staff. The foregoxng _
data, adjusted by the addition of $2, 440 for the reservoir dam and by a
minor amount in Ac. C-1l4, Pumping Equipment,‘is summarized as fcllows-

Historical Book Cost Fixed Capltal - as of April ¢, 1949 $4L7,247
Depreciation Annulty - 5% Sinking Fund | ‘ 596

Depreciation Regerve - 5% Sinking Fund e . 2,765
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i Applicant estimated the investmept in the wateiysystem as of
December 31, 1948, at ¥54,273 which includes $10,000 for the vaiue'of
the main spring as a source of sﬁpply. This atter'item of $10,000
is appiicant's estimate of what it would cost to develop from an
clternate source of supply, such as the river sgurcé, an amount -of
water egpivaleﬁt to that now produced by the spring.;‘It does not
represent actual cost.

The Commission's staff engineer estimated'the organizatiqn
cost to be $1,000. Applicant stated at the heating.that the organizaf'
tion expense was estimated to be approxizately $1,500 and that aswqf
the date of the hearing, it was actually $1;za2., Applicant asked that
the full orgénization expense be alldwed in establishing the cost.of 
the properties. ;

Applicant has orn authorized capital stock of 500 shares
without par value. As heretofore stated, it asks permission to issue
262 shares to The Pacific Lumber Company in full payment for the prop-
erties it proposes to acquire from that company and which are referred
to in this proceeding.

The order herein will authorize the issue of said shares of :
stock. The Commission is of the opinion, however, that the showing
made by applicant does not support the value of $10,000 claimed for.
the spring and that applicant, in recording the acquisition of the
properties on its books, should charge not exceeding 347;2&6.66 to its
fixed capital accounts with an offsetting crecit of $2,765.23'to its
reserve for depreciation, modified byxadditions and retirements since
April 1, 1949, and by the amount which the orgapizatidn expense in-
curred will exceed $1,000. | N

. Mr. Norris'! report showed the operating revenues and expenses
for the year 1948 were $2,825 and $l,573,“reépectively., This latter

item did not include any charges for supervision or for'depreciation..
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The witness estiméted total reasonsble expenses for the immediate
future to be $2,845 and for the purpose of this pro’éeeding an ésti;nated
amownt of $z',9oo will be used. Based on retes which will be author-
ized herein the gross revenues are estimaved to be approximately‘
84,600 per year. | |
 As this arca is in.the development stage and still sparseiy

settled a.full-return'pn the capital presently invested cannot‘ﬁe fab £
pocted at this time. On.the assumpticﬁ “hat there will‘be 200 or
more water customers in the next year or so, and‘thét the-sy5tem with
its present facilities can adequately serve additional customers with
no large expenditures of capital, it appears that the raﬁeS‘which 9111
be authorized herein will not produce an unreasongblé\return on the
investnment. | |

Reports of chemical ond bacteriological tests.indicate.that
the water is of satisfactory quality for human consumption. | |

No one appeared at the hearings to protest the granting of
any of the requestS'made‘by applicanﬁ in this matter. The‘éommission%,
staff cngincer testificd that certain of the disﬁribdtion mains were
inadequate and that some of the onec-inch pipes‘should b§ replacéd Qith
two-inch pipe, and that in general there appears to Bé aﬁ excessive
amount of small pipe in the system. Th¢ company should survey service
¢onditicens and program an‘orderly‘replaceﬁenz 6f small mains which LAY
not adequately serve its customers. The certificate Of §dbiiC”COn-
venience and necessity issued herein is subjoct to the following pro-
visions of law: | |

That ‘the Commission shall have no power to authorize

the capitalization of this certificate of public

convenience and necessity or the right to own, operate

or enjoy such cexrtificate. of public convenience and

necessity in excess of the amount (exclusive of any

tax or amnual charge) actually paid to the State as

the consideration for the issuance of such .certificate
of public convenience and necessity or right.
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OQRDER

The above-entitled application having,bﬁ%h cbnsidered, and
a public hearing havihg been held, thq_matter_ha#éﬁé been_submitted
and now being ready for decision. v:
| IT IS HEREBY FOUND S A FaCT that public corvenience and
necessity will require the operation of a publié,uﬁility water systém
by RédWay Water Company in & subdivided.t¥éét knowﬁ as‘Rédway Townsite,
Humboldt County, in the area more particular}y‘del%neatedIby‘outline
in green upon the map marked Exhibit 3 in thiS~proéeeding,:thefefore,

IT IS HEREBY ORDERED that a certificate of public convenierce

A}

and necessity e and it is granted to Redway Watericgmpény to operate
a'public utility water system f{or the distribﬁtion?aﬁd sale of water
within the territor?.hereinbefbre gescribed.- |

IT 15 EERZBY FURTHTR ORDERED that:

1. Redway Water Company shall file rates set forth in
Exhibit A attached to this order, to be effective,.
within thirty (30) days after the effective date of
this order, together with rules and regulations and
tarif{ service area map acceptable to this Commission
and in accordance with the requiremehts of General
Order No. 96. T

Redway Water Compary, within thirty (30) days after

the effective date of this order, shall file four'
copies of a comprehensive map:drawn to an indicated
scale of not less than 4LOO feet to the inch, delineating
by appropriate markings the various tracts of land and
territory served and the location of the various:
properties of applicant. ‘ L

Redway Water Company, after the effective date of this
order and on or before September 30, 1949, may acquire
the properties of The Pacific Lumber Company referred
to herein, and may issue not exceeding 262 shares of
capital stock in full payment for such properties,

it ‘being the opinior of the Commission that the money,
property or labor to be procurcd. or paid for through:’
such issue is reasonably required by applicantfor the
purpose specified herein and that such purposc is not, -
in whole or in part, reasonably chargeable to operating
expense or. to income. ce ' RS




Schedule No, 1
GENERAL METERED SERVICE

APFLICABILITY

Applicable to all water service rendered on a measured basis.

TERRITORY

In and in the vicinity of the ﬁnincorporated area known as Redway
Townsite.. o : ,

RATES Fer Meter
' Per Month -
Mont hly Minimum Charge: Co '

o

685w whrE”

For 5/8 x 3/L=inch meter
For 3/L=inck meter
For l=inch meter
For . 1ld-inch meter
For 2~inch reter
. For . . 3-inch meter
For L=inch meter

83883888

© Quantity Rates:

First 500 cubic £eet o 1€89 v v o 0.0 o o o 150
Next 2,500 cubic feet, per 100 cubic feet W25
Next 3,000 cubic feet, per 100 cublc feet . . .20
Next - 4,000 cubic feet, per 100 cubic feet . |, 15
Over 10,000 cubic feet, per 100 cubic feet . . .10

The minimum charge will entitle the customer to .
the quantity of water which that morthly mirimam
charge will purchase at the quantity rates..




Sc‘nedule' No. 2

FLAT RATE SERVICE

APPLICASILITY

Applicable to all water service rendered on a flat rate basis.

TERRITORY

Ir and in the v1c1n..ty of the un.ncoroorated arca known as Redway
Townsite. ‘ .

RATES ' Per Month

For €ach resicente v v v v o v o a o o o e a s o o « o LTS
For cach additional resicence on same 1Ot v o v o o o 125

SPECIAL CONDITIONS

Meters may be installed at option of wtility or customer for above
classifications in which event ..cmcc will thereafter be *'endered only.
on the basis of Schedule No. ereral Metcred Service.

EXHIEIT A
Page 2 0f, 2
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L. Within thirty (30) days after the issue of stock under
the ‘2uthority herein granted, Redway Water Company shall
file with the Commission a report showing the number of
shares issued, the-date issued, and the names of ‘those
to whom issued, and a statement showing the cntries
used to record on its.books the issue of such stock and
the acquisition of the properties. '

The eff~ctive date'of this order shall be'twenty (20) days
after the{date hercof., :
| Dated at Los angeles, California, this 4L:fg;;day of
G IV 2 » L949.
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