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Decision No. __ 5_1_8;.".;1-..'7_ 
:; ,~. ,r: 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 
; 'j ; 'J' 

Application of James E. McClure, ) 
Trus.tee . in . bankruptcy of the bank- ) 
rupt ~estate :.of. Ralph .R.. Westfall, ) 
to sell'the estate's property in ) 
the water . system in Los Osos. ) 
Highlands Nos. 1 and 2, Count.r of ) 
San' Luis Obispo; and Applic.ation ) 
of 9'1l • . H. Lambert to p't.1rchase,··said ) 
wat~r sy.stem and to incre~se rates. ) 

'J"", 

Application No. 37141 .. 

Llofd E. Somo~~ Charles K. Buck, 
or applicants. 

James E. McClure and W. H. Lambert. 
" , , 

OPINION .............. ~ ~ ....... 

N~ture o~ Proceeding 

By the above-entitled application, filed July 15, 1955, 
. , • :, . -I,') • 

James E .. McClure, trustee in bankruptcy of the estate of .Ralph R .. 

~'lestf'all (Los Osos Valley lJTaterCompany) . seeks authorization of: 

this Commission to sell to w. H. L~bert the public utility water 

system serving Redfield Woods ~nd "Los Osos Highlands No. 2 sub

diviSiOns,Y located a.ppr~~telY 10 miles northwest of the 
'. . 

City of' San Luis Obispo, and W .. H. Lambert s·eeks authority to estab-

lish increased rates and charges tor water service coincident with 

his purchase of thc system. 

The record in this proceeding is clear that on 

February 191 19541 James E .. McClure was duly appointed the trus.tee 

in the matter of the bankruptcy proceeding involving Ralph R .. 

'VTestfa11, pending in the U. S. District Court as Case No. 59170-WB, 

and that among the assets of the estate of westfall was the water 

syster:l supplying puolic utility water service to the subdivisions 

17 Also known as Los 050S Highlands No. 1 ana No. 2 suSaivisions. 
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above I!lentioned. Pursuant to his duties as trustee in bankruptcy, 
,~ , , I" • .-.. " , " , ,," 1.0 .. I.. • ~, '. • !. ~ • ~ •• ,. • ~ ..', '" I, '( .... • 

MeClure has 'attempteci'to 'find abwer ":Cor 'the water system.' 'The 
, " • ,:' '-: .' .. ,., f" '" ' J' '.'". I" """ .' ,. ,'f I' ',' " ,- ',I • ' 

best otter received' is 'that 'ot 'W.OR. Lainbert who~ in addition to 

his proferred"eash 'pur(:h~se ,in th~' a:ho~t~'~i"$lOO; ;!co~ditiOIl$, his 
t· ,',., ~. l',. 'f • • -. "" " .' , I, 1'" , .' . I • 

purehase·offer upon the auchorization 'tor an"increase in water' . 

rat~k sufficient to halt w~ter system operati~ losses and' provide 
.. .':. , ,. • •• • .• ,,, ~ , " " If ; , .' I ,. ,. ~ • ' ,.' ~ 

an opportunity' to earn' a fair ret-urn on the value of the water 

system devoted, to pubiic se:Mr1ce. The gross ·~Ual revenu~s' sought 

by I.ambert' tot.a.l '$-~,~600:ba$~d'upon near-fut\lre operations. of the' ,,' 
• , • ~', , I .. ' J', • 

system as proposed. by him.:' '- . . ~ . 

Public Hearing. .. 

, A. p·ublic hearing in the matter was held before Examiner 

F. Everett Emerson on August' 9, '1955, at San Luis Obispo and was' 

submitted fo~ decision on that date. Numerous water Users attended 

the hearing and the presid~nt 'Of' the Water Users Committee 

repreSe.nting consum.~s se;;v~d by the system, took an active part. 

in the proceeding. Considerab le ~gency 'was v01C ed.' ·and the' entire' 

situation was' character1z~d as "a.n emergency" bY.::3.ll ·participants. 

Nature' of Evidenck . . ,',', 
" ,I 

. The record in this proceeding indicates that the existing 

water sy stem is woefully deficient a:nd deteriorated as respects 
.,' " . ' '.. ,; '"' r 
quantity of water supply, st.orage and pressure. 1V'Lany consume~~ are 

~ . "', • , ,t' , 

without water or have such low service: pressures as to make,:;~1;le 

service unusable. Service normaliy~ 20nsidered suitable :by ·'the'" 
," " '. r'" j • " " .',~ 

average householder is not supplied to any consumer at the present 
. ". 'J " . , • , " '-'r' .', ,. 

t.iIne. The sy stem was originally intended to serviee. over' SOO .. -, 

residential lots;' in the area. 'It 'does. n~t now properly serv~ 60 

lots~ 
• I • "f'.' • I • ~'/ • • , 

According to, the evidence, service worsens wi'th every passing 
I ' • • ., t' r+. ,.. ... '" ., "-

day. For example ;., due to 'lack' of niaintenan'ce the output of the 

p1.llllp, on the ':only well SUPPl'Y.i~g the system, has declined to the 

p·olnt: where only 67 gallons of water are produced per' minute at an 

efficiency of about 32 per cent. ~ , 
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The system is now being operated at an annual net ,loss 

,approximating $1,300. Gross revenues presently produced by the 

system do not meet the out-of-pocket costs of operation, let alone 

provide for the payment of taxes or depreciation expense. In short, 

in our opinion, f1nanc ial as well as physical collapse of the 

system appears imminent. 

Applicant Lambert is well aware of this situation and 

proposes to rehabilitate 3nd improve the physical systen end to 

pro~de adequate service to all present, as well as prospective 

consumers. Although not experienced in water utility operations, 

he is a licensed contractor and well driller and has had many years' 

experi~nee in obt.aining adequate water supplies. He is conf"ident 

tha~, given suitable opportunity and a reasonable increase in 

revenues, tre public will benefit from his operation or the system. 

Present water users apparently have equal confidence in him and 

have indicated their Willingness to pay higher water rates providing 

adequate service is rendered. 

Lambert promises that within 30 days of receiving title 

to the properties he will drill a new well and install a new pump 

thereon.. Within another 30 days he will ins,t~l a booster 3y stem 

to supply all consumers at the upper elevations of the tracts with 

adequate water pressures. Further, he proposes to repair the 

existing cement-block 30, OOO-gallon storage reservoir and. generally 

to restore the 'physical plant to its intended operating condition. 

The evidence is clear that he is financially able to undertake and. 

complete the work necessary to accomplish such desirable result. 

The situation, both physical and finanCial, preseDtly and. 

prospectively facing this water system and its water users was 

testified to by an engineer of the Commission staff. His testimony 

corroborated that of other witnesses respecting the deficiency and 

needs of the existing system.. In his expert. opinion the proposed 
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I "" .~'., '''' •. ~' ..... , ~ .... ~ I" """~"I,' .~.~ I.' f .... , I, " 

rehabilitation and 1mprovemeXlt s to the system should be made and 
" .' •• J. 

wi thout d.elay. He presented estimates of costs, revenue·s and 
t',' , • . .. , ," ", f',.' 

•• '), " '.. I' .'. , 

related matters based upon existing conditions and based upon 
• • ... l .~"" 4, I • " __ .:' • , 

complete fulfillment of the proposals made, by Lambert. The results . . 
., I' 

'." ,I'. 

of operatiOns, as presented. by this engineer, are summarized as 

follows: 
I 

summary'~r'Earnings 
'/ ~ , . :' . 

I. Existing System, Existing Water Rates 

Item -
Operating Revenues 
Operating Expenses 

Be1"or,e Taxes and. Depreciation 
Taxes 
Depreciation 

Total Operating Expenses 
Net Revenue 
Depreciated Rate Base 
Rate of Return 

(Red Figure) 

/' " 

Annual Amount 

$ 1,260 

1'770 , ' 

25 

~) 
19,000 
loss 

II. Rehabilitated and Improved System~ Increased Water Rates 

Item -. " 

Operating Revenues 
Operating Expenses 

Before Taxes and Depreciation 
Taxes 
Depreciation 

Total Operating Expenses 
Net Revenue 
Depreciated Rate Base 
Rate of Retort!. 

AnnUal Amount 

$ 3~600 

., 
The present system serves but 60 residential customers 

and one public school. Lambert's rate proposal is oasically to 
"',f' 

set a flat rate of $5 per service connection per month and to 
, . 

reduce ·such rate to a final permanent ra.te of $3~SO per month
7 

in 
., ,. 

proportionate steps, as groups of 10 customers may be added to tre 
system.. While Lambert f s intention to proV1 de water servic'e at 
lesser c~~ge~ as the system gr~ws is laudable~ ~be method, and 

. r, II .~' 0', , I 

variableness in charges produced tterefrom, in our opinion would 
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not be eouitable as between utility and consumer or, classes of 
, • .' ," ,',,', "" .': ::'~:" 1".. ',.,"', .. , 

con'sumers nor' would 1 t be in the best p'Ubl~c "interest. The 
' .. , ..... '. '. 

intend.eden:d ;esult may be ~ccomplished in a ,~or~ suit~'b~~ manner 

by increasi~ the charges ~et forth in ~he, ,e~i~~i,~~.~~te "~chedules 
, uncil\'adequacy ot service is accomplished and th,en", either by 

" .. 1.·n· '. 

voluntary" action on the part of the utility or further o~de:r of 
,j • ." 

this ,Commission, new rates may be establishe~ which may be fair 

'and 'reasonable under the circumstances then prevailing. Inour 
~, ; . 

opinion, under the circums~nces in which t~s utility operation 
, ' 

and its consumers now find themselves, both the public interest 

and the utility will best be protected by such ,m,ethod. 

Conclusions 

In view of the evidence we .find that transfer:"of the 

water utility properties comprising the Los Osos" Valley:. Water 

Company to W. H .. Lambert is not adverse to the public).interest. 

The requested authority to permit the proposed sale will'be"·:granted. 

Such authority, however, shall not be construed to be a finding., 

as to the value of the property authorized to be tra.ns~e.rred~ 

In view of the evidence we further find that increases 

in rates and charges for all water service rendered from this 

system are justified and that the rates and charges hereinafter 

authorized are fair and reasonable rates and ch.;'lrges for such, service. 

Authori zed charges., as compared with existing charges I are 

shown below. An appropriate rate for metered servic~ will also, be 

established. 

Flat Rate Service 

Area of Lot Served 

6,000 sq. ft. or less 
6,001 to· 9,000 sq.f~. 
9,001 to' 12,.000 sq. ft. 
Over 12,000 sq.f't. per 1,000 sq.ft. 
Additional residence on same lot 
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$2.25 
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The new rates will be effective as of the approximate 

date the new well is made operative. Applicants are placed upon 

notiee 1 however, that the new rates are predicated upon a faithful 

perf.ormance or the proposed s,rstem improvements and that should 

such ~provement$ not be made this proceeding may be reopened 

with a view toward rescinding, in whole or in part, the rate 

increases authorized herein. 

o R D E R -- ............. --~ 

The above-entitled application having been filed with 

this Commission, public hearing thereon having been held, the 

matter having been submitted and it appearing to the Commission 

that the proposed transfer will not be adverse to the public 

interest; therefore-, 

IT IS HEREBY FOUND AS A FACT that the rates ~d charges 

authorized herein are justtfied, and 

!T IS HEREBY ORDERED as follows: 

1. James E. McClure, trustee in bankruptcy in the estate 

of Ralph R. Westfall, may, on or after the effective date of this 

order and on or before December :31, 1955, sell and transfer the 

public utility water system describ~d in the application in thi-s 

proceeding to W. H. Lambe~. 

2. If the authority hereinabove grantea is exercised, 

applicants shall , within thirty days thereafter, notify this 

Commission in writing of the date of completion of such property 

transfer, shall file a certified copy of the instrument or 

instruments by which the real property is transferrea and shall 

.file a written statement indicating the date upon which physical 

control and possession of the system were assumed by W. H. Lambert. 

-6-



A-37l4.1 EX 

i 

3. On or be$ore tM. date, of. a,c,tual trans.fer". James E •. 

!·1cClure shall ref.u.nd. all deposits whic·h customers are entitled 

to have refund·ed;· any unrefuncied depo5.its shall be transferred 

to and become the obligation for, refunci of Ttl. H., Lambert; James. E. 

I~cClure,,. trustee, shall file with this. Commission , Within thirty 

days after the date of transfer, a written statement showing, the 

disposition of any such deposits or showing that no depos1 ts 

exist •. 

4. w. H. Lambert is authorized to file in quadruplicate 

with this CommiSSion, on or after the effective date of transfer 

of the properties and in conformance with the provisions of 

General Order No. 96 7 the sched,ules of rates attached hereto 

as Ap~endix A together with rules and tariff service area' map 

acceptable to this CommiSSion and, after no,t less than five days T 

notice to t~e public and to this Commission, to make such rates 

effective for all serv.ice rendered on and after October 1, 1955; 

fur~her, in the interim, the presently filed rates and rules 

applicable to this system shall be continued in effect. 

5. w. H. Lambert, on or before October 1, 1955 , shall have 
, 

installed and in proper ope~ation a new well and pump, and on 

or be£ore November 1) 1955, Shall have installed and in proper 

operation the pressure system and booster pump, as severally 

proposed by him in this proceeding; further, written notice of the 

completion of such installations shall be gi. ven this CommiSSion 

within ten days thereafter. 

6. Within one hundred twenty days from the date of completion 

of the above-ordered well and pressure syst~, W. H. Lambert shall 

file with this Co::mnission four copies of a comprehensive map, 

drawn to an indicated seale of approximately 100 feet to the inch, 
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clearly indicating thereon by appropriate marking3 the parcels 

of land and the location and composition of the items of utility 

plan t th en existing .. 

7. On the date of property transfer James E .. ~IcClure shall 

transfer to W. H. Lambert all records and books of account 

pertaining to the utility system transferred and shall thereupon 

stand relieved of his utility ob11gation3. 

The effective date of this order shall be the date hereo.f. 

Dated at Sa.n F.r:lJl~o ~ Cal~.forn1a., this ~day 
or ~~;(.cz'. ,l955. 



APPENDIX A 
Page 1 of: 4 

Schedule No.. 1 

GENERAL ME'l'EREO ··SERVICE 

App11cao1c to ill metered wa.ter service. 

TERRITORY 
, '. 

The \'nincorpora'ted area lalown a:;· LoG ·000:: Highlands Su'odivi~1oM 
Nos. l and 2, Slld vicinity" loca.ted Wout ,10 miles northwest 01' tho City 
or S:m Lu1~ OOispo J San Luis Ooispo· County .. 

RATES 

~tityRs.tes: 

FiX'3t ,,600 eu.!t .. or lese ..... ~., •• ' ...................... . 
Next 1,,400 eu.l't., per 100 cu.l't ........................ . 
Next :3,,000 eu .. !t., per 100 cu .. :t:t •• , ... " ........ " ......... . 
Over 5,000 cu .. !t., per lOO eu.!'t .... oo .............. oooooo., .. .. 

l-animum Charge: 

Fors/S x 3!4-iDch mJter •• ,.: •• ~ .. : .. : ......... :oo ........... H •• 

For :3!4-1nch meter .... ," .................. " ................... .. 
For I ,·l,.ir1eh l2leter _ •••• til .......... ., .• # •••• ,. .. . 

For l-1/2';'i:oeh meter' ............. ~ ............................ ~ 
For 2-i1l.ch meter •••.•• , •••••.•• '" ...... •.• _. 
For ,--i1leh %DOter .... '" Ii'.' • ..................... 

, . 
The Vdnimnm Charge ".d,ll·cntitle the customer 
to the qwmtity or wa.tcr .which that min1mum 
eharge w.Ul purchase at t.he "uantity Rate:s. 

Per It.eter 
:et'r Month 

$4. .. 50 
.25 
.. 20 
.15 

$ 4.$0 
6.00 
$.00 

ll.OO 
15.00 
20.00 



APPENDIX A 
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Sehedw.e No. 2 

RESIDENTIAL FLAT'RATE SERVICE --
APPLICABILITY 

Applica:01e to all wa.ter' l5ervie e furnished to resid.ent1al customers on 
3. flat rate ba~i~. ---

TERRITORY 

The ~.neorpors.tcd. area. known as Lo:!! Osos Highl4%'la, Su1Xl.ivisi¢I'l3 
Nos. 1 an\": 2', and vicinity, located. about lO mile~ northwest or the City 
or San t'lJis Obispo) San Luis Obispo' County. 

RATES 

For each resid.ential \lni t, incl'uding a. 
lot having an area or: 

6 ... 000 sq..ft. or less •. ' •..•.... _ ....... . 
6,001 to 9,000 sq.rt ••••••••••••••••••• 
9,,001 to 12,000 sq.tt .................. . 

OvtYf: 12".000 sq..rt., each add.1tioXlal 
1,000 sq.tt. or traction thereof •••••• 

For each additional residence on the same 
lot served. trom. the rsame service 

Per Service cOnnection 
per YlOnth 

$4.75 
4.$5 
; .. 00 

.10 

eOmleetion •. '.' ................. ,., ••...•...•••.. ,.. _ ).00 

SPECIAL CONDITION 

¥.teters may be i~talled. at option ot utility or customer tor a'o¢ve 
classi£icat1oM, in which event :.service will th.ereafter be rendered. o1'lly 
on the bB.3is or Sched.ule No.1, General Metered. Service. 
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APPLICA9nITY 

. " .'. 

. .' APPENDIX A. 
Page 3 of: 4 

Schedule No. :3 

SCHOOL FLAT RATE SFR'fnCE --

Applicable to all water service turni~ed. to schools on a. !lat rate 
bMis • 

. TERRITORY 

. The \Ulincorpora.ted area. kDown as Lo~ Osos Highland.s :.SUbdi~ion" 
Nos;. 1 and. 2, and vicinity .. loca.ted a.bout 10 mile~ llOrtllwest of the City 
of ~an Luis Obispo, San Luis Ob15po County. 

RATES 

For S~ide Elementar,r School facilities, 
excl~ive or ir.rigat1onuse •••••••••••••••••• 

For 5umysidc Elementary School 
irrl.gation use" per'l .. OOO sq.ft. or 

Per Service Connection 
per Yell'!" 

$lSO~OO 

Per Service 
per 1>hnth 

1rr1ga.terj area, ••• ' •• : ••• ~ •• ' ... ~ .' ••• " • • • • • • . . • • • $0.15 

SPECIAL CONDITIONS 

1. The above .aru'lU.tU. flat. rate cha.rge ma.y be paid in 12 equal monthly 
1nstallment~ • 

2'. A meter 113.,,/ 'be instilled at option of utUityor cu$tOmer for 
above cla.ssi!icat1on, in which event :orvice therea.!'ter w1ll be rendered. 
onl,,/ on the 'basis of Schedule No.1, General Metered Service. 
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APPLICABlLITY 

Applicable to fire ~ent ~ervice l'Onder.od to 11 10~81 tire proteet1on 
authority or other po11 tical subdivision. 

Tru:. un.1ncorpora:ted. area lalow 6D Los O'OS HigblSllcUI Subd1v:LsioM Nos. 1 
mld 2, and vic1n1ty, loeated a~ut 10 m:Ues' nor.tb\lest 0'£ the Cit,. of San L'IJ!s 
O'bi*, San Lw· Obispo Co~ty. . , ., . . 

Per Mo~ 

S!1&IAt CONDITI01§ 

1. The ut1li ty 'Will ~~ly ~cly su..3h w.s.ter &t such pr.e5SU%'e 83 may b& 
s.vsilable fram. time to time as a resul~ of it:J normal operation of the SY8tem~ 

2. 'l'be above ra.te includes u..qe ot \later tor fire f1ghtillg and tor no 
other. purpose. Quant:f.t1eo of' 'Water delivered through fire' bydrant:J tor cy 
other purpo~ ''Will be estimated or me&:!'UX'ed and chsrges theretor 'Will be made 
at gellersl mete:red service ra~s. . 

3. Fire- byQrauts v.Ul be attached to the ut1l1ty'o d1str1but1on.ma1:c3 
for public f'ire protection ol'lly upon receipt of proper order of: the local fire 
protection authority.. Said or.der lIlUSt doo1gns.te the spee1£1e location a.t 
\lbieb ea.eh hydrant :t" to ~ ~~ed. 

4. '!he foregoing eharges to,r byc1rsnt ser.v1ee ~ cued upon the U%Xler
ste:od1xlg tho.t the hydr.ants are to' be' O'W%led by' t~ loet.&l. t1r& ptotee'tion 
e:utbority e:tJd. are to be1zl:rta.l.led .... IiW.nt41ned, painted, 1nspeeted and 1'$lo-
eaW at tbc exp&:cse 01: at;cn s.utbOr~ ty.. . ". , 


