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Decision No. 54524 

BEFORE TEE PUBLIC UTILITIES COMMISSION OF TEE ST A.TE OF CALIFORHIA . 
.. 

In the Matter of the Application ) 
of AIRBASE'WATER CO., a California ) 
corporation, for a certificate of ) 
public convenience and necessity ) 
to operate a ·~rater system for the ) 
furnishing of water to the public ) 
in the area hereinafter described;) 
to establish water rates (Section ) 
1001 of P. U. Code); to issue and ) 
sell stock, and to exercise franchise ) 
rights. ) 

-------------------------------) 

Application No. 38566 
as amended 

Nicholas E. Koshell !o~ a~plicant. ' 
W. B. Stradley and ~idney ~. Webb for the 

Commission staff. 

OPINION - ... ~--- .... 

Nature of Pr9¢eeding 

By the above-entitled application, filed Novem~r 13, 1956, 

Airbase Water Co~, '3 California corporation, seel'..s (1) a certificate 

of , public convenience and rececsity to construct, and operate a public 

utility water system in Lots 12 and 14 of the Casad Colony, adjacent 

to Castle Air Force Base, Merced County, (2) authority to establish 

rates for service and (3) authority to issue stock. 

Public Hearing 

Public hearing in the matter was held before Examiner F. 

Everett Emerson on December 12, 1956, at Merced. The matter was sub

mitted upon receipt of a late-tiled eY.h1b1t on December 26, 1956. 

At the hearing applicant amended its application so as to seek 

authorization to issue $75,000 worth of stock. 

I..bL.Applican.t ?no Area Development 

Applicant's president is in the real estate business an~ 

owns and intends to develop approximately *0 acres of Lots 12 and 1* 

of the casad Colony into l83 hom~sites and a shopping center ares. 
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The development of' the hOtlesites is being handled by Shellko 

Investment Company or which applicantts president is also president 

3nd the development or the shopping center is being handled by 

Franklin Land Company of which app11cont's president is secretary. 

Applicant was organized to supply the area with water service. 

Applicant's president is Nicholas E. Koshell, its vice-president Bu~ 
. . 

Raymond, a nepbow of the president, and its secretary Ethcne R. ~ 

Koshell,the Wire of thepres1dent. Applicant has an authorized 

capitalization of $7,,000. 

Applicant anticipates housing development of' 37 lots along 

Buhach Road to be completed by December, 1957. Homes are now under 

construction on 10 of these lots. Development of the balance of the 

tract, 146 lots, will depend upon the availability of home loan 

money to prospective purchasers but applicant expects completion by 

trie end of 1958. 

No franchise has been issued to applicant, nor is one re-

quired by the County of Merced, according to applicant. 

The Wat~r System 

Applicant proposes to develop a l2-i~ch well, approximately 

150 f'eet deep, on a 2500 square toot parcel ot land near the south 

end ot the tract which will be purchased from the Franklin Land 

Company. The well is to be p~ped by 3 deep ~fell p~p driven by a 

25 hp electric motor. A 2500-gallon pressure tank i$ to be installed 

at the well site. Also on this Site will be a 20 x 4o-foot structure 

to be used as a pump house, tool house and warehouse for the storage 

of water system materials. 

The proposed ultimate distribution system is to consist of 

approximately 7600 feet of 6-~~ch mains laid primarily in easements 

at the rear of the lots, With closures at the north and south ends 

of tho casement mains so as to form a circulatory syst~. Appl1cant f s 
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prc~cnt office is at the home of its president in Ceres, 25 ~ilos 

or more from tho system, and applicant intends to operate the system 

from such office during tho early stogcs of,development. A local 

monogor of the :;ys tom who would 11 VC \11 thin the trnct would lntor be 

€mlployed. 

Applicant's estimated cost of the ultimate system is 

,$,0,087.5'0," distributed os follows: 

!niti~l Development (to serve 37 lots) 

Intangibl~s (costs of organization) 

Land (\"011 site) 

Building (pump house and warehouse) 

Well 

Pump and Pressure Tank 

MainS (2,300 ft. or 6" pipe) 

Services (37) 

Fire Hydrants (3, wharf t~e) 

, Office EqUipment and Supplies 

. Subtotal 
. , 

$ 1,000.00 

2,750.00 

1,600.00 

2,500.00 

2+,000.00 

9,200.00 

277.50 

1,650.00 

1,65'Q~QO 

24,.,627 .50 

Balance of Dcvolo.:pment (12+6 lots and shopping conter) 

Mains (5,300 ft. of 6" pipe) 

Services (148) 

Meters (20) 

Fire Hydrants (3, wharf type): 

Subtotal 

Ult1::late Total 

21,200.00 

1,110~00 

1,500.00 

1,65'0.00 

25,460.00 

$50,087.;0 

These estimated costs arc in no instance firm but are those 

taken from tho presidentfs general knowledge; In the informed judg

ment of the Commission, ~ost items are co~siderably higher than 

should be ~xpcricnced. For example, a 6300 S~U3ro !oot lot in the 

subdivision is valued at $1,750 yet ~ppl1cant proposes to p~y its 
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affiliated company $2,7;0 for a parcel only 2500 square feet in area. 

AS'onothor example, applicant's estim~ted installed cost for a wharf 

type fire hydrant is $550 whereas such a hydrant would normally cost 

$l,O or less. A 1,0-foot, l2-ineh, drilled and cased well should 

not exceed a cost or $1,;00 whereas 2pplicant 1s estimate is $2,500. 

The cost of a meter, installed, is more nearly. $40 than tho $200-

originally estimated and the $7; ri~ally est~ated by applicant. In 

short, applicant's estimotcd costs appear to be excessive and its 

proposal for land purchase improvident. 

Reasonable installed costs for the proposed system together 

with a provision for work~~g capital appoar to be approximately as 

follows: 

Intangibles 

Land 

Bu1ld1Dg 

Well 

Pump, Wiring and Tank 

MainS, 7600' 

. Services 

Meters 

Fire Hydrants 

Offico Equipment and Supplies 

System SUl'plies 

Automotive EqUip~cnt 

vlorking Capital 

Total 

F1n~cjng of System 

$ 1,000 

1,750 

1,600 

1,500 

4,000 

22,800 

1,400 

800 

900 

1,650· 

500 
1,100 

1,000 

$40,000 

Applicant proposes to finance the systom through tho sale 

of stock to Nicholas E. Koshell and Ethonc R. Koshcll and to no 

others. ~pplicant requests that it be authorized to issue stock to 
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the sum of $75,000. However, no shoWing was ~~dc as to the nccezsity 

for issuance of any amount in excess of the actual cost of tho pro-

posed w~tcr system. 

Proposed Rates 

The rates proposed by applicant erG 'basically 1"lat rates, 

it being applicantrs intention to meter only the co~erciol users 

in the shopping center. Rowcvc~, applicant requests th~t the utility 

be occorded the option or metoring residential customers should such 

cuztomers undertake excessive usago or wastage of water. 

For residential flat rate service for the sizes of lots 

contomplated for the over-all subdivision development, applicant 

proposes a charge of $4.8; per month. To be added to such 'basic 

chDrge would be charges of $1.00 for water-wast~.ng air coolors or 

~O¢ for water-saving air coolers during the summer months and $3.00 

for each additional r~sidcncc on the s~e lot. For lto 3 room apart

,ments applicant proposes to charge $2.;0 per mont~; for ~ to , r~om 

apartments $3.5'0 per month and for trailers, terlts and temporary 

dwellings $1.,0 per mo~th. ApplicantTs proposc~ basic meter schodule 

would charge $3.00 per month for 700 cubic feet or loss, ·..rith 

succeeding blocks of uS3g~ rariging from 20¢ to 10¢ per 100 cubic teet. 

Prosnectivc Results of Oocration 

Applicant estimates ultioate ar~U3l gross revenues of 

$13,353 and gross annual operating expenses of $10,018. Not revenues 

of $3,335 r~sult1ng ther~froc would indicate a rate of return of 

apprOximately 8.3 per cent on a p~o'bable rate base o~ about $40,000. 

Such a rate of roturn, in this L~stanco, would be excossive. The 

rates which applicant has proposed are higher thon nocessary to 

provide applicant with a rcasonnble roturn on its invGstmont in 

water facilities. 
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Con~.l.1ls.i onz 

In view of the evidence we r1.nd that public convenience ond. 

necessity require and will require th~t applicant be granted a cer

tificate tor the area requested. Such certificate is subject to 

the following provision of' law: 

That the Commission shDll have no power 
to authorize the capitalization ot this 
certificate of public convenience and 
necessity or the right to own, operate 
or enjoy such cert1f1c~te or public 
convenience ond necessity in excess of 
the amoUnt (exclusive of any tax or 
annual charge) actually paid to the 
State as the considerct1on for the 
issuance or such certificate of public 

. convenience and necessity or right. 

We find that the mon~y, property or labor to be procured or 

paid tor by the issue or i4c~ooo of stock authorized herein is rea

sonably required by applicant for the pur?oses hereinabove speci

fied and that such purposes are not, in whole or in part, reasonably 

chargeable to operating expenses or to income. The action taken 

herein shall not be const~ed to be a finding of the value of the 

property to be acqUired ~nth the proceeds of the capital stock herein 

outhorized to be issued~ 

We tind th3t the rates for 'f,'later service authorized herein 

are fair and reasonable rates. Such rates are deSigned to proVide 

applicant ~~th a rate of return of approximately 6 per cent on 3 

reasonable rate base of ~O,OOO. Such rate base and rate of return, 

however, will not be realized until full development of the subdivi

Sion and water system is accomplished. In the meantime, applicant 

may realiza little or no return. Applicant is aware of -such pro'bEl-

b1lity. 
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Public hearing h~v1ng been held, the matter h~v1ng been 

submitted and oonsidered by the COQmission and based upon the evidence 

and the findings cont~ined in the foregoing opinion, 

IT IS ORDERED that 0 oertificate of public convenience and 

necessity be and it is hereby gr~nted Airb:lse !Jater Co. to construct 

and operate 0 public utility water system for the production, storage, 

distribution and sale of water within the area known as Lots 12 and 14 

or the Casad Colony as delineated on Exh1bit No. 1 in this proceed

ing provided, however, that,such grant of a oertific~te of public 
l 

convenience nnd nocessity sholl not become effective until applicant 

shall have acquired title to the parcel or land on Which the well, 

pumping plant, pressure tank and building ore to be located, and 

'lntil applicant shall have filed in this proceeding a copy of the 

instrument by which the title is conveyed. 

IT IS HEREBY FURrEER ORDERED as follows: 

1. Applicant is authorized to file in quadruplicate with this 

Commission the rates set forth in Appendix A 3ttochec. to this order; 

such r3tes, to~cther with rules enG toriff service area mop accept

able to the Commission ~n(1. in accord~nce \11 th the requirements or 

General Order No. 96, shall be filed so as to become effective on or 

before the dnte sertice is first rendered to the public and afte~ n~t 

less than five doys' notice to the Commission nnd to the public 

oft~r filing as hereinabove ~rovided. Applioant shall notify the , 

Commission in ~iting of the ~te on which service is first rendered 

the public under the rates and rules ~uthorized herein, within five 

days thereafter. ' 

2. Applicant, after the date hereof and on or before June 30, 

195'8, r.1ay iss1),e and sell to Nicholas B. and Ethone B. Kos1".e11, at 

not less than par, not exceeding $*0,000 of its $100 per share par 
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voluc stock end usc the proceeds thereof for the P1.'lr~'oses set forth 

in the foregoing opinion. Applicent shell tile With the Commission 

monthly reports os required by Generol Order No. 24-A, which order, 

in so tnr ~s ~pplic~ble, is m~de 0 p~rt of this order. ~he ~pp11cc

tion in so for 1;!S it involves the issue of stock in excess of ;40,000 

is denied. 

3. Not l~ter th~n ninety d~ys ~fter the dote on which service 

is first rendered the public under the r~tes ~nd rules cuthorized 

herein ~p~lic~nt sh~ll subscribe to locol exch~nge telephone service 

within the certificcted .:1re~ in the nome of A1rbose i:fcter Co. Such 

telephone service moy be jOint user service with its ~gent loccted 

.... 'ithin the certi!iccted cre.~. Appl1c~nt sh~ll notify this Commission 

in writing of hoving so subscribed within ten doys thereofter. 

~. Within ninety doys ~rter the effective' dote of this order, 

cp~licont shell file with this Co~~ission four copies or 0 compre

hensive mop, drown to ~n indicoted scole not sm~ller th~n 100 reet 

to the inch, delineoting by nppropriote ~~rkings the vorious trocts 

of lend end territory served tor which the certiric~te herein is 

issued, the principcl wcter production, storoge ~nd distribution 

t~cilities ~nd the 10c~t1on of the v~rious properties of cpp11c~nt. 

,. A~plic~nt shnll b~se ~ccru~ls to depreci~tion upon sprecd

ing the or1gin~1 cost of pl~nt, less est1m~ted net sclv~ge ~nd depre

ci~t10n reserve, over the estimc.ted rem:--ining life of the ·~roperty. 

Initi~lly, ~ppliccnt sholl determine depreci~tion expense by multiply

ing the doll=r ~mount of depreci~ble fixed c~pit~l by ~ rote of 3.0 

per cent. Such rote sholl be used until such time os review indicctes 

thot the r~te should be revised. A review of the depreci~tion r:te, 

using the streight-line re:~in1r~ life method of computct10n, sh~+l 

be m~de ",henever subst~nti::!l chcnges in d'eprec1:ble fixed c=1'1 tc.l 

occur ~ncJ, ~t interv~ls of not more th:".n five yeors. Results of such 

reViews sh.~ll be sub::ni ttcd to this Corrunission. 
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6. The 'certific~te ~nd the authority to issue stock heroin 
. 

granted will expire if not exercised Within one year froe the dote 

hereof. 
. 

7. Before the dQte se~ice is first rendered to the pub2ie, 

appliccnt sholl provide water supply facilities capable of producing 

sufficient ':I.;lter to render service wi thin the oren certificcted herein 

in a manner which shall tully ~eet the requirements of tr~s 

Commission's General Order No. 103. .At le~st ten dcys before com

mencing service, applicant sh~ll notify the Commission in writing 

of the completion of the provision of s'.'.ch focilities, together With 

~ brief description thereof including such itecs as the dimensions of 

the parcel of land ~ctuol1Y obtained, size ~nd depth of the well or 

wells ~s developed, the quality ~nd quantity of the water obtoincole 

therefrom, the size in horsepower ~nd cop~city in gallons per minute 

of the ,umping unit inst~lled, the size of the hydropneumot1e tonk 

0: tanks connected thereto, the CQP~city of any storage provided, 

and the limits of the operating pressv~es of the syste.o. 

The effective dote of this order sholl be twenty d~ys c:fter 

the date hereof. 
cZ 

DZlted· 3 t. ___ ~S:_:lJl_Fra.n __ cisc_o ___ , Ctlli:f'ornia, this //-

dayo:t ___ FE_B_R_UA._R_Y ___ , 1957. 

, .... J / 

... _ .... 
, ...,--

"./'-I..~~' ---. ',,-. 

-------------------.-----------

Commissioners 
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DISSENT 

I d1sseo.t from tb.e !orego1n.g dee1s1on.. In the 

l1ght or tb.e e1rema.sta:l.ees sholm. :in the decis10n I am or 

the opinion that the prescribed rate or retu.""!Q. o~ 6", is 

too low., and is u:c.just and tm.re.a.sonable. I 3lso bel1eve 

tb.at the stock issue authol"1zed by ~e deei!51on should be 

esc:rowed tz:ltil the :>%'Oject has attained a reasonable degree 

/~ /4--J}~ 
RexHaNy I 

or success. 

Commissioner 
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APPE!mJX A 
P~go l o~ 4 

Schedulo No .. 1 

Applioable to all metered \.-ator serviee. 

TERRITORY 

The UIl1neorporc:tcd aroa. know ~ AirbtlSe Conto::' loea.ted. :ldj a.eont to 
CllStlo Air Foreo Baso, a.pprox:imc.toly 2 milos northoest of Atw:::.tor, Yooreod. 
County. _ 

'Qut.nt1ty Ra.tos: 

Firot 
Noxt 
Noxt 
-Next 
Ovar 

700 ~.£t. or, loss •••••••••••••••••••• 
1,300 eu.rt., por 100 eu.ft ••••••••••••• 
3,000 eu.ft., ,0::' 100 eu.rt ••••••••••••• 
5,000 cu.£t., por 100 eu.tt ••••••••••••• 

10,000 eu.rt., por 100 eu.!t ••••••••••.•• 

For 5/S x 3/4-inch motor ••••••••••••••••••••••• 
For 3/4-1nch ~eto::, ••••••••••••••••••••••• 
For l~1nch ~otor ••••••••••••••••••••••• 
For 1--1/2-ineh :Jetor ••••••• ~ ••••••••••••••• 
For 2-inch motor •••••••••••• ~ •••••••••• 
For ~ineh ~ter ••••••••••••••••••••••• 
For 4-inch ::etor •••••••••.•••••••••••••• 

Por Y.IOtor 
mr 1v':ont,b 

$ 3.50 
.20 
.l$ 
.l2 
.lO 

$ 3.$0 
4.2$ 
6.50 
7.50 

l3.50 
21.00 
30.00 

Tho Ydn.ir.'I.:l Chr-..rgo will ont1 tlo tho eustotlor to 
tho quo.ntity or \l.\tor 'Which that ~um chc.rgo 
v.i.ll pw:cl:u\so et tho Quant1ty ?c.tos. 
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APPLICABILITY 

Appo:dix A 
p~SC 2 of 4 

Sehodulo No. 2R 

A~lieablo to ~ rosidential ~tor sorviee furnished on ~ fl~t ~~to 
oasie. 

TERRITORY 

The ~t:orpora.ted areo.know a.s Airba.se Cento::- loell.ted adjllCent to· 
Castle Ai::- Foree 3e.::;c, approx:1:na.toly 2 illes :lortbeo.st of Atwntor, Y~rcod 
County_ 

l. For a. siDglo family rosidence, l.'"lcluding 
premisos not oxcooding 7,000 sq.f't. in 3...-00. •• 

a. For G.'lch a.dditiOMJ. residenco on tho 
samo pro:n1oos, 30rvod froc tho OI!OO 

Por Sorvico Connaction 
IXlr Mont&. 

sorvico co:noction •••••••••••••••••••••• ; ;.00 

2. For Duploxes or A.pe.rt::.ont Bu1ldi:lgs, including 
premisos not oxcoeding 7,000 sq.~. in Aree: 

e. Each 1-, 2-, or J-roOQ ep~ont •••••••• 2.50 
b. Each 4- or ;-roo= apcrtmont •••••••••••••• ;.50 

3. For oa.ch 100 sq.ft. of P.orO~ in oxco:::s of 7,000 
sq.ft., !n addition to above fla.t rete: •••••• .02 

4. For oo.ch c.uto t::"':'.ilor, tont or othor to::porc....-y 
ros1dont1o.l 1XIlit ',.thon used !l$ f'l. rosidonce, not 
including irrigation of promisos ••••••••••••• 1.50 

5. For oo.oh o·,a.porc.tivo typo ooolor in o.dditio:o to 
rogulnr !lilt ra.tos; d1Jl"ing tho 6-:::onth period 
l"lIlY thr~ October: 

Circulating t~ •••••••••••••••••• ;~..... .40 
NonC1rc~ting typo •••••••••••• ;......... 1.00 
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Scllodule No. 2R 

BESIDENTIA!. ~ .B:m SERVICE (Conte) 

SPECIAL CONDITIONS 

1. The cbovo £let rctcs ~pply to sorvieo connoctions not larg~r thr~ 
one inch 1:. d1ol:lotor. 

2. All :::orvieo not eovorod 'by tho o.bovo clo.csii"ico.t1o:c.s 'Will bo 
furnisbod only on e :otorod ~~1s. 

·3. !J. :ootor :MXy be irlst':'J.lec. o.t option of utility or ~'tol:lor for e"oovo 
cl~s1!ieo.tiolW,. in which (lvont 3orvieo th.ol'\)ei"+...or will be !urnishod on1j'" on 
the bc.oi5 of Schodulo NO.1,. Conorc.1 Motorod $omeo. 
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Sehoclw.o No. 5 

A??L IC 11BIl'.. ITY 

AppliC'lblo to public fir~ hyercnt servieo ~bod to duly orga.nizod 
or i:l.eorpoMtod f.iro e.istricte or otl::or pol1:ticcl :;:ubd!.vision: ot tho Stnto. 

TER.~ITORY 

Tao uniJ::l.coX?orc.tod aroa. know o.s Airbc.so Conto:- loec:tod c.djc.co:c.t to 
Cc.stlo Air Foreo &.so? e,pro~'Wly 2'::1loe :lortbo~t ot Atwc.tor, Y.orcod County.. . . .. 

. POt M?nth 

For each hydrent ..................•...•.•....• 

SPECIAL CONDTrIOl'S 

l. Tho cost of i:lstall'ltion Me: ::cl.ntont'..nec of hydrc.nts "Jill be bor:lo 
by tho utility. .. 

2. The utility ",'ill supply o:l1y !:uch wtor at such ,rossuro '!S ::J!'Y ~ 
o.veilnble rr~ t~o to t~ os tho rosult of it~ :c.o~~~ oporo.tion of tho 
system. 

:3. &loe6.tio:c. ot c:.y byr!,..'""!l.nt sho.ll be D.t the ~:u:o of tho p,..rty 
roquosting roloeo.tio:c.. 


