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Decision No. 42929 

BEFORE THE PUBLIC UTILITIES CO~·USSION OF THE STATE OF CALIFORNIA 

) 
In the Matter of the Applice.tion of ) 
REm"AY~''lATER COIvIPAtTY, a corporation, ) 
for (1) acerti£icate of public con- ) 
venience and necessity to operate a )) Applico.tion No. 29929 
water system, (2) an order fixing 
rates for water, and (3) an order ) 
authorizing applicant to issue 262 ) 
shares, of its, capital stock without ) 
par value.' ) 
-' -' '-"'-"-"'-"'----------} 

Pillsbury, ~adison & Sutro, by 
JohnD. r';cComis.h and L. s. II1:gphy, 
for applicant. 

OP'INION' _ ... -----
Redway W'ater Company, a corporation, asks the Commission to 

grant it a certificate of public convenience and necessity to operate 

a public utility water system for the sale and distribution of water 

for residential and commercial purposes in that subdivided area known 

as Redway To~msite located in portions of Sections, 10, 11, 14) and 15, 

T. 4 Soo, R 3 E., H.B.& 'Xr. .. , about two miles northwest of the to\flll' of 

Garberville) Humboldt County 1 on High,·:a.y 101.. The Cot'lmission is asked 

also to establish flat and metered rates for the service furnished, tG 

, authorize applicant to acquire the water system at Redway, and to issue 

to The 'Pacific Lumber Company 262 shares of its capital stock without 

par value. 

A public hearing in this proceeding was held before Examiner 

Kimball at Garberville on April 12, 1949. 

Redway 1'later Company, a California corporation, was· organized 

primarily for the purpose of acquiringand'operating the wa,ter system 

a.t Redway. This system was installed originally about 1925 by the 

Burris brothers I who WGre also th~ subdi vl.derso£ the tr~"ct kno~m as 
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. Redway To,msi to. The Pacific 1~'oor Company has operated the water 
. '"' 

system since 1932 and acquired the properties in December, 194$. The 

lumber company has applied a charge of $1.25 a month for flat rate 

service and a ~inimum charge of $1.25 per month for metered service 

with an o.11o\'lance of 5,000 gallons. The· charges for excess use are 

reduced through two blocks to 20 cents.pcr 1,000 gallons. 

The area for which a certificate is requested is delineated 

on the ma.p submitted in evidence as Exhibit 3 and consists of approxi

mately 1.50 acres ol land '"'hich has been subdivided. 

The water supply ro~ this syste~ is obtained from two main 

and two subsidiary sources. The main spring supply has an estimated 

flow of 40 gallons per minute with no se~sonal variation in yield 

havir..e been observed. The water .from the spring is conveyed about 30 

feet into a reservoir holding about 40,000 gallons. . The reservoir loS 
I • 

f'Qrmed by a concrete dam across a ravine •. A watertight roof covers 

the reservoir.· The winter run-orf of the ravine is by-passed arou'c'ld 

the reservoir. From this reservoir the water is boosted. 170 feet in 

elev9.tloZl by means of' an electrically driven centrifugal pump to a·· 

60 1 000-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 the southeast 

corner of the Redway tract. The water from the river source is ob

tained through several perforated pipes which caVe been laid ina 

gravel bar below the extreme low-water level of the river. These pipes 

drain into a concrete sump in the wall of the river co.nyon. From.this 
. 

sump the water is pumped by means of an electrically driven centrifugal 

pump into the distribution system ~~th the surplus being delivered to 

an $O,OOO-gallon redwood stave tank at the same elevation as the 

60,000-gallo~ tank. The water obtained from the. river source is chlori

nated. The arrangement of water mains from the river pump to the • 

eo I OOO ... gallon tanl< 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 ,~ater to the entire system, or to isol~tc the 

portion of' t"he area which 'is primarily business and industrial from . 

the remainder of' the system, and to supply it with chlorinated river 

water while supplying th~ residential area with spring water. 

One of the subsidiary sources, designated as the Highway 

Springs, consists of a doep level underground perf'orated pipe system 

located west of' State Highway 101. ~later from this source, which 

produces about ~ourgallons per minute, flows by gravity into the 

spring reservoir. The second subsidiary source is a small spring 

known as the Scott Springs, which :flows about three gallons per minute, 

and is located between the Highway Springs and the main spring.· ~'Yater 

f'romthis source is collected in a well and is p\lJllped intermittently 

into the same pipe that conveys water from the Highway Springs to the 

spring reservoir. 

The distribution systeQ consists of some 43,000 feet of' pipe 

\'rhich varies in size from 3/4 inch to four inches. As of' April 12, 

19~9, there were 172 service connections and 129 industrial customers 

served. Of the total custocers, 127 wore served at flat rates and the 

remaining two, ~t meter rates. 

An allocation to accounts of the book cost of the wat~r 

system, as of April 1, 1949 t together with an cstimD.tc of: annual de

preciation expense and of the deprcci~tion reserve requirement as 

c~lculated on the 5% sinking fund baSis was presented in Exhibit $, by 

~:r. c. F. NorriS, an engineer of the COmmission's staff. Thef'oregoing 

data, adjusted by the addition of $2,440 for the reservoir dam and by a 

minor amount in Ac. C-14, Pumping Equipment, is summarized as' follows: 

Historical Book Cost Fixed capital - as of April 1, 1949 $47,247 

Depreciation Annuity 5% Sinking Fund 596 

Depreciation Reserve 5% Sinking Fund 
~, '. 

2,765 
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, Applicant estimated the investme.nt in the wate'~. 'system as of 

December 31, 1945, at $54,273 which includes $10 1 000 for',the value of 

the main spring as a source of supply_ This l~,ttcr item of ~lO,OOO 

is applicant"s estimate of what it would cost to develop from an 

c.1 tomate source of supply, such as the river source, an amount·of 

"rater equivalent to that now 'produced by the spring. , It does' not 

represent actual cost. 

The Commission's staff engineer estimated the organization 

cost to be $1,000. Applic$rlt stated at the hearing that the organiza~ 

tion expense was'estimated to be approxin:ately $1,500 and that as.of 

the date of the hearing, it was actually $1,242. , Applicant asked tha.t 

the full organization expense be allo~ed in establishing the cost of 

the properties. 

Applicant has ~.r. authorized capital stock of ;00 share's . 

without par value. As heretofore stated, it asks permission to issue 

262 shares to The Pacific Lumber Company in full' paY'lIlent 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 sr~res of 

stock. The Commission is of the opinion, hO\>lever J th~t . the showing 

made by applicant does not support the value of ~lO,OOO claimed for. 

the spring and that applicant, in recording the acquisition of the 

properties on its books, should charge' not 'exceeding ~47 ,246 •. 66 to its 

fixed capital' accounts "N'ith an offsetting credit of $2,76;.23' to its 

reserve for depreciation, modified by:additions and retirements since 

April 1, 1949', and by the amount which th.e organization expense in

curred will exceed $1,000 • 

. Mr. Norris' report showed the operating revenues and expenses 

for the year 1948 were $2,$25 and ~1);73, ,re~pectively. , This latter 

item did not include any charges for supervision or for depredation •. 
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The ~tness estimated tota~ reaso~.ble expcnsc5 ror the immediate 

future to· be $2,84S'and for the purpose of this proceeding an cstim~ted 

amO\1nt of ~2) 909 will 'be used. Based on r2tes' which will be author

ized hcr~in the ;,;ros~ revenues are estitlat.cd to be approximately 

$4,600 per year. 

As this area ~s in. the development stage and still sparsely 

settled a full 'return on the capital presently invested cannot be ex-

pected at this time. On.the assumption ~bat there will b~ 200 or 

more water customers in the next yc'rt.r or S01 and that the system with 

its present facilities can adequs.tely serve additionalcustomcrs with 

no large expendi turcs of capital, it appcc\rs th?t the rates which tdll 

be authorized herein. will not produce an urxeason~ble return on the 

investment. 

Reports of chemical v.nd bacteriolo~ical tests indicate that 

tho water is of satis~actory quality for hU!:lan consumption •. 

No one appeared at the h~arings to protest the granting of 

any of the requ0stsmode 'by applic&::.t in this tlatter. The Commission's 

st~ffcnginccr testified. that c0rtain of the distribution mains were 

inadequate a.nd that some of the on~-inch pipes should be. replaced with 

two~inch pipe 1 and th~t in general there appears to be an excessive 

amount of small pipe in the system. Tho company should survey service 

conditions and progra:o an 'ord¢rl~r replaeeI:l0nt of small mains which may 
.. ' ~ , 

not adequately serve its customers ~ The certifice.te of public con-

venience· and necessity issued herein is . subject to the !ollo,"ing pro

visions of law: 

That ,the· . Commission shall ha va no power to authorize 
thc. capitalization of this certificate: of public 
convenience and ne ccs'sity or the' ri,$ht to o\'m) opcr.e.tc 
or enjoy such certificate. of, public 'convcnience and 
necessity:f:c. excess of the atlount (exclusive of any 
tax or annual charge) actue..lly, paid to .the Statc:as . 
the considerati.on' for the issuance, of' such ,certificctc 
of public convenience and necessity or right. 
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o R D ER ... -----
The above-entitled application havingb0~n considered, and 

"., 

a public hearing having been held, the,matter hav:i~.~ been submitted 

and now being ready for decision. . ".' 

IT IS HEREBY FOUND ;..5 A F.I'I.CT that public : convenience and 

ne cessi ty Will require the operation of a public. ut;ility WD.ter system 

by Redway Water Company in a subdivided tract known as R'edway Townsite, 

Huoooldt County, in the area core particularly delineated by outline 

in green upon the map ~rked Exhibit 3 in this proce~ding, therefore, 

IT IS HEREBY ORDERED that a certificate of:; public convenicr.c-:! 
.\ 

and necessity 1:-e and it is granted ,to Redway \'later C~mpo.ny to ,operette 

a public utility water syste:n for the distribution '(lr~d sale of water 

within the territory .hereinbef'ore described. 

IT IS HEREBY FURTH:::II. ORDERED that: 

1. Redway ~later Compa];ly shall file rates set forth in 
Exhibit A attached to this' o:r:dcr, to be effective.,. 
,dthin thirty (30) days af'ter the e~.fective· date of 
this order, together with rules and regulations and 
tariff service area :nap acce'ptableto tr..is Commissi on 
and in acco~dance with the requiremehts of General 
Order -No. 96. '. 

. . 
2. Redway Water Company, i'lithin thirty (30)' days after 

the affective date. of' this order,' shall file .four 
copies'of a comprehensive map; drawn t.oan indicated 
scale of not ·less than 400 .feet to' the inch~ delineating 
by appropriate :n::arkings the various tracts ot, la,nei and 
territory' served' and the location of' the variOUS', 
properties of ap~licant. 

3. Redway ~'laterCompany, after the effective date of ,this 
order and or. 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 opinion of the COIlllnission that themon'ey, 
property or labor to be procurod. or paid for through:' 
such issue is reasonably required. byapplican-efor'thc 
purpose specified hc:rein and that· such purpose is not, . 
in whole or inpart,reasonably chargeable to oPerating 
exp ense or. to income. . 
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Schedule No.1 

GENERAL ~TERED SERVICE 

" ' 
,'I t 

APPLICABILITY 

Applicable to ill water ser-viee rendered on a measured basis • 

TERRITORY . ;, 
", 

", 

In and in the vicinity of the unincorporated area ,known as Redway, 
.Townsite. . 

RATES 

Monthly Ninimum Charge: 

Per }leter 
Per.Month 

For 5/8 x 3/4-ineh neter .. ," .. .... "' .... $~1~50 
For 3/4-ineh meter .. .. .. ... :2 .. 50 
For l-inchmeter .. 
For l~inch meter • .. 

• • • • '. •• 3 .• 50~ 
• • • •• 7.00, 

For 2-iric h lreter, • .. • ,_ • ,_ • __ • •.• 10.00", 
20~OO· 

•••• ,. • •• 40'.00':. 
For 3-ineh meter •• 
For 4-inch meter .... ," 

Q.Uru'ltity Rates: 

First 500 cubic f~~et' or less .. .. • • • .. "' .. 
Next 2,500 cubic feet, per 100 cubic!eet ... 
Next 3,,000 Cl:.bic feet" per 100 cubic feet .. ," 
Next 4,000 cubic feet, :z:>er lOOcu'bic feet ..... 
Over 10,000 cubic feet, per 100 cubic feet ."' ._ 

"1.50 
.25 

" .20 
~15 
'.10 

The minimum chD.rge will entitle the. cuStOmer: to 
the quantity of' water whiehthat. monthly~JllUlll 
charge will purchase <lot the q,uantityrates. ,': ' 

E:<HIBIT A 
Page 1 or 2 

,:"~: .': 
.,', 

,'~ .. 
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APPLICABILITY 

Schedule No.' 2 

~ RATE SERVICE 

Applic~blc to all water service rendered on a flat rate basis. 

TERRITORY 

In and in the vicinity of the unincorpora.ted a.rea known J.5 Redway 
To\msite. 

For each residence • • • • • .. • • • • . . 
For ea.ch additional residence on same lot' • • 

SPECIAl CO~'DrrIONS 

.. . . . . . 
Per Month 

• $1.75 
• l.25 

Ncters l:'.ay be installed at option of utility'or customer for above 
classifications in wl".ich event service \\Till thereafter be rendered only 
on thcbasis of:' Schedule No. 11'~~cro1 Metcrec.Servicc. 

EXHIBIT A 
F::I.ge 2 o~2 . 
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4. ~lithin thirty (30) days after the issue of stock under 
the authority herein granted, Redway Water Company shall 
file with the Commission a report 'showing tha number of 
shares issued, tho 'date issued" ?nd the names of:th.ose . 
to whom issued, and a statemont showing the entries 
ust:d to 'record on its. books the 'issue of such stock and 
the acquisition of the properties. 

The e:f'f'~' cti ve d?t c of this order shall be twenty (20) days 

after the date heroof .• 

Dated at ~s Angeles,. 

__ " """"~~~ flllll.140IO~ICIII:O. __ ' 1949. 

California, this / 4- . day of 
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