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c: -~-1' Decision No. .. ,,~ 01" ~.., 

BEFORE THS PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

William Kent Estate Co., 
a corporation, 

COrrlpla1nant 

vs. 

Stinson Beach Water Company, 
a corporation (formerly Arenal 
Water Comp~ny, A corporation), 

Defendant. 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

-------------------------------) ) 
In the Matter of the Applicot1on of ) 
Stinson Beach Water Company, a cor- ) 
poration, for approval of an agree- ) 
ment between applicant ~nd William ) 
Kent Estate Co., for service to real) 
property of-the l~tter, ond for ) 
authorization to issue promissory ) 
note. ) 
------------------------------) 

Case No. 5831 

Application No. 39028 

Vaughan, Paul & Lyons, by John __ ~. ·tl~n~~ 
for Stinson Beach Water Company, app11-
cent in Application No. 39028 ~nd 
defend~nt in Case No. ;831. 

w. Kevin C~se~ of Thacher2 Jones, Casey & 
Ball, for Williom Kent ~state Co., com­
pla1n~nt in Case No. ,831. 

John D. Re~der, for the Commission staff • 

.QEI!lQ,N 

On October 1;, 1956, William Kent Estate Co., hereinafter 

called Kent, filed its complaint herein against Stinson Beach Water 

Company, hereinafter called Stinson, alleging that although Stinson 

is required by law and by agreement dated December 31, 19~~, to 

extend water service to 311 of Kent's properties known as Sandspit 

and Ranch lands, Stinson h~s refused ~nd still refuses to furnish 
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water to Subdivision No. Two which is a part of said Sandspit and sa1a 

Ranch lands and is contiguous to th~t p~rt of s~id lands known as 

Subdi visinn No. One which Stttls.on now serves. On December 6, 1956, 

St1nson filed its answer to said complaint denYing all allegations 

of the complaint except paragraphs 1 and 3 and alleging that Kent 

h~s refused to sell to Stinson its two 30,OOO-gallon water tanks 

together w1th the w~ter supply in Black CAnyon for said storage 

tanks, ~nd th~t the extens10n of w~ter service to Kent's new subdivi­

Sion would be unreasonable Dnd D detriment to Stinson's other con­

sumers in view of the lack of assured water supply. 

On April 29, 1957, Stinson filed AP?liC0t1on No. 39028 

herein requesting the Co~ission to make its order granting all 

necessary approv~l for the execution of three agreements attached 

to the application as Exhibits "A.", "B" and "C", bec::l'l,;;,se (1) said 

agreements will le~d to settlement of the compl~int in Case No. ;831 

herein, (2) they will make available to applic~nt water at very 

reasonable rates, ~nd (3) they will provide necessnry runds in the 

amount of $10,000 to purchase a jeep ond water taru{s and to replenish 

Stinson's working capital. 

Exhibit "All to the opplics.tion herein is n copy of on agree­

ment, dated April 5, 1957, between Stinson and Kent, which provides 

thDt for the sum of $5,831.05 Stinson shall purchase from Kent two 

30,OOO-gallon water tanks located in the South Fork of Black Canyon, 

the water meter thereon, a certa1n intake pipeline running in an up­

stream direction from said tonks, an e~sement for t~e purpose of 

maintaining and servicing said water tanks, and an easement for water 

pipelines running in a downstream direction from said tanks to 

Panorama Highway. The ~greement further provides thl'lt the agreement 

dated December 31, 1948, rel~ting to the c~ndit1onAl sale by Kent to 
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Stinson of cert~in water pipe shall continue to December 31, 1958, 

at which time said water pipe shall be conveyed by Kent to Stinson. 

Stinson agrees to serve Se~dr1ft Subdivision No. Two at Stinson Beach 

under a mDin extension agreement which deviates from Stinson's filed 

main extension rule in two respects: (1) Kent is required to donate 

$2,100 for the cost of fire hydrants, and (2) the amount to be refund, 

ed by St1nscn to Kent is to be on the basis of 22 per cent of the 

actual ~nn1),Dl re\~t:'r;.ues !'ot~.~r than 22 per c0nt of th~ system average 

revenues. The parties also agree to execute and file with this 

Commission a joint stipul~tion c~nsenting to the dismissal of the 

complaint herein, and Kent 0grees to release Stinson from any clOim 

for dat:lsges aris:i.ng f~lcm t~"le failure of Stinson to serve Seadrift 

Subdivision No. Two prior to the closing date of the escrow created 

by the agreement. This agreement referred to as "A3t'cement for Sale 

of Tanks and Easements" is: (1) subject to ~md contingent upon 

Commission approval of the msin extension "greement, (2) subject to 

and contingent upon the completion ot the snle o~ t~e real property, 

described in Exhibit "B" to George P. Leonnrd, hereincfter referred 

to as Leonard, ~nd (3) ~ubject to and contingent upon Commission 

approval of the ~greement between Leo~ard and Stinson providing for 

the loaQ of $10,000 to Stinson ond the sale of water by Leonard to 

Stinson ~s set forth as Exhibit liCit to the application. 

Exhibit ItB" provides for the purchase by Leona.rd from Kent 

of certain watershed land from which the two water tanks to be pur­

chased by Stinson are supplied with water. The nurchase price is 

$4,000. Exhibit "13" is subject to Clnd contingent upon the completior 

of the sale !'rovided for in Exhibit "A". 

Exhibit "C" provides tht!\t Leonard agrees to lend or cause 

his wife tn lend Stinson $10,000 repayable on or before five years 
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after the effective date to be used for the following purposes: 

(1) $5,831.05 for the purchase of water tanks, meter and pipe, and 

easements pursuant to Exhibit IPAIP, (2) $2,236.00 to reimburse 

Leonard for an amount advanced for the purchase of a 1957 W111ys 

Jeep and (3) the remainder of $1,932.95 to be used for additional 

working capital. Exhibit "Cit also provides that Leonard shall sell 

to Stinson, during a period of ten years from the effective date 

thereof, such water from the water shed of Black Rock Creek as 

Stinson may require for the two 30,000-gallon tanks to be ourchased 

from Kent. As compensation Stinson agrees to pay 7-1/2 cents per 

100 cubic feet for all water Withdrawn from said ,.rater tanks during 

the period from May 1 to November 30 in each year, and 5 cents per 

100 cubic feet for all water used during the periQd from December 1 

to April 30 in each year, subject to a minimum payment of ~87.50 

per quarter. Leonard also agrees to furnish Stinson water at the 

aforesaid rates subject to a minimum annual payment of $600 from 

the following sources of supp~y: East Stinson Creek, West Stinson 

Creek, Upper Fitzhenry Creek, Lower Fitzhenry Creek, and Fitzhenry 

No. One for a ten-year term. The agreement also provides for two 

successive five-year extensions at adjusted rates mutually agreed 

upon and subject to approval by this Commission. Exhibit "c" is 

made subject to approval by the Commission and is contingent upon 

Commission approval of Exhibit riA". 

Public hearing was held in these matters before Examiner 

John M. Gregory at San franciSCO on June 18, 19~7. At the conclu­

sion of the hearing the matter was t~ken under submission. 
, .. 

The record shows that Leonard is the President of Stinson 

and that he owns all of the stock of Stinson with the exception of 

$ few qualifying shares. 
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Both Kent and Stinson are fully aware of the nature and 

effect of ·the proposed deviations to Stinson's main extension rule 

which are incorporated in the Hain Extension A.greement which is a 

part of Exhibit "An, and both have agreed to such deviations. Such 

deviations will be authorized. 

The Commission stnff engineer took exception to St1nson's 

proposal to purchase water from Leonard. In the rate proceeding 

before this Commission in 1948 the Commission included in the rate 

base an amount representing the value of the ranch lands used in 

supplying water to the utility. 

Counsel for Stinson has advised that in support of any 

future application for increase in rates Stinson Will seek to have 

included as an expense the charges for water which are set forth in 

Exhi bi t IIC". 

The rates proposed to be charged Stinson for water by 

Leonard are the same as those previously charged by Kent for water 

which it has sold to Stinson. Under the proposed agreement, how­

ever, a part of the facilities owned by Kent and used in the supply­

ing of the water to Stinson will be sold to Stinson. Only the water 

shed land will be sold by Kent to Leonard. Nevertheless, Leonard 

testified that the proposed charges for water to be sold by him to 

Stinson are very low. No other evidence re~arding the reasonableness 

of such charges was introduced at the hearing. 

The record clearly establishes the fact that Leonard and 

his predecessors have dedicated the sources of water supply referred 

to in Exhibit lie" for the purpose of supplying water to Stinson for 

distr1but:I.o~ !2f d,Oill~~tll' C USi • In tkl~ A ......... I' 
~Q VUU JC 'nl~ ~cn~~etlon we ret$r to 

Section 216(e) o£ the Pub~~c Ut~~~t~e~ CoQe whlch rea~as rollows: 
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"(c) When any person or corpor~tion performs any 
service or delivers any commodity to any person, 
private corpor~t1on, J:'1uni c:ipality or other 
politic$l subdivision of the State, which in 
turn either directly or indirectly, mediately 
or immediately, performs such service or de­
livers such commodity to or for the public 
or some portion the~eof, such person or corpo­
ration is a public utility subject to the 
jurisd1ction, control, and regulctlon of the 
Commission and the pro't1sions of this part." 

In view of this provision of the Public Utilities Code the 

Commission concurrently with the issuance of this decision will in­

stitute its own order of invest1g~tion for the purpose of determining 

the status of Leonord as the owner and oper~tor or owner or operator 

of ~ w~ter system or water supply and for the further purpose of 

est~blishing rates end charges in the event the Commission finds 

~nd declares Leon~rd to be the owner and operptor or owner or oper­

~tor of 0 public ~tility water system or wcter supply. 

F1.ndin~s ::Ind ConcltJs1ons 

We h~re'by find th,4t the comp1~int of Kent against Stinson, 

Casa No. 5831, should be dismissed. 

We further f1nd th~t the proposed deviations from Stinson's 

filed mein extension rule ere justified ~nd should be ~uthorized. 

We further find th~t the tr$nsfer of public utility proper­

ties 3S proposed in the application herein will not be adverse to 

the public interest ~nd Dccordingly such 'cransfers will be authorized. 

We hereby further find thot the money, property or l~bor 

to be procured or po1d for through the issunnce of the promissory 

note ~s requested in the npplicotion herein is re~sonab1y required 

by Stinson for the purposes set forth in said app1ic~t10n; and that 

such purposes ~re not, in whole or in part, renson3bly ch~rge~ble to 

oper~ting expenses or to income. Stinson will be ~uthor1zed to 

issue such promissory note. The term "quC1rterlyll at the beginning 

of line 6 in ?nragrnph 5 on pr.ge 5 of Exhibit "C" should be cht:lnged 

to "monthly" so ~s to conform the ~greement set forth ns part of Ex­

hibit "CII to the request of the ~'Pplic:1t10n ond the terms of the 
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p~oposed promissory note ottached to said agreement. 

We further find th~t the agreements and other documents 

set forth as Exhibits "All, "B", and "C" to the application herein 

will not be adverse to the public interest and that Stinson, Kent 

and Leon8rd should be authorized to execute the same and that said 

agreements should be approved by this Co~~1ssion_ 

The action taken herein shall not be construed to be a 

finding of the value of the properties herein authorized to be 

transferred or of the reasonableness of the charges for water to be 

furnished by Leonard to Stinson pursu::lnt to Exhi b1 t "C!I. 

Based on the evidence of record and on the conclusions 

and findings set forth in the preceding opinion, 

IT IS BEREBY ORDERED that: 

1. The complaint of Wil11am Kent Estate Co. against Stinson 

Beach Water Company, Case No. 5831, herein,1s hereby dismissed. 

2. Stinson Beach Water Company ~nd Williao Kent Estate Co. 

are hereby authorized to execute and to effect the transfers of 

property as provided in the Agreement of Sale or Tonks and Easements 

and the Moin Extension Agreement which comprise Exhibit "A" attached 

to Appl1c~t1on No. 39028 herein, and snid ~greement for Sole 

of Tanks and Easements :ond said Main Extension Agreement are hereby 

approved. 

3. William Kent Estate Co. and George P. Leon'1rd are hereby 

authorized to execute, and to effect the transfer of property as 

orovided in the Agreement for S~le or Re~l Property which is at­

tached to Application No. 39028 herein, and said Agreement for Sale 

of Real Property is hereby approved. 
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4. George P. Leonard ~nd Stinson Beach Water Company are 

authorized to execute the agreement set forth CIS Exhibit "C" to 

Application No. 39028 modified by the substitution of the word 

"monthly" for the ·word "qu~rterlyll at the beginning of line 6 of 

paragraph 5' on page 5' of said Exhibit "C" and said agreecent as so 

modified is hereby approved. 

5. Stinson Beach Water Company is hereby authorized to execute 

and issue to Wilma Leonard the promissory note, set forth as Exhibit 

1 to Exhibit "c" to Application No. 39028 herein, in conSideration of 

the sum of $10,000 to be used for the purposes set forth in said 

Applic3tion No. 39028. 

6. Stinson Beach Water Company shall file with this Commission 

within thirty days after the effective dnte of this order two certi­

fied copies of the Main Extension Agreement and of the sg-reement 

substantially CIS set forth ::lS Exhibit "CII to Application No. 39028, 

as executed, together with a statement of the date on w~ich each 

agreement w~s deemed to have beCOme effective. 

7. Within thirty days ~fter the completion of the transfers 

of public utility properties herein authorized Stinson Beach Water 

Cocpany and George P. Leonard shall notify the Commission in writing 

of the fact Dnd file with the Commission a true copy of any bills of 

s~le, deeds or other instruments of transfer executed to effect the 

snme. 

8. Stinson Beach Water Company shall file with the Commission 

CI report, or reports, as required by General Order No. 24~A, which 

order, in so f~r as applicable, is made a p~rt of this order. 

9. The 8uthorizntion herein granted to issue a promissory note 

will become effective when Stinson Beach lo/p.ter Company hcl's paid the 

minimum tee prescribed by Section 1904(b) of the Public Utilities 
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Code, which fee is $25. In other respects the effective date of 

this order shall be twenty days after the date hereof. 

Dated at If .... 'C"_m:;;; , Ca 11forn1C1, this .::z. g74 

doy of ___ a-...;..(J ... '"rn..s ........ = ... ;.,;;.("'-:zZ-'.Ii.. ___ _ 

Commissioners 


