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Application of BASS LAKR WATER COMPANY 3

to operate a watexr system in the area

surrounding 2acs lake, Madera Cowaty; )}  Application No. 41040
to establish rates; and to issuve par

value capital stock in exchange for

water distribution properties.

Peckinpah, Peckinpah & Hamlin, by Charles F.
Hamlin, for applicant.

Blanch MacDonald, protestant.

Rav Layzs, for Pet Schwabenland, F. G. Robin,
C{ayton Bush, Dr. Derdench, Chas. Stewart,
et 2l; George A. Schroeder, for Falls Tract
Leaseholders' Assn.; A. Hugo Pearscn;

M. L. Sverling; intexested parties.

wallace ¥. Epolt ead Harold H, Webster, for the

Comrnission's stalxl.

OPINION

By the application herein, filed on April 16, 1959, and
zmended by an amendment f£iled on August 13, 1959, applicant Bass
Lake Water Company, a California corporation, requests (1) a cer-
tificate of public convenience and necessity as a water corporation
to serve an area adjacent to Bass Lake, Madera County, Californiae
(2) authority to establish rates, and (3) authority to issue stock.

A public hearing on the application was held before Ex-

aminexr Kent C. Rogers at Baés Lake on August 26, 1959, evidence

was presented, and the matter was submitted. Prior to the hearing
notice thereof was published and mailed to each of the water users

in the proposed service area.
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Background
Applicant is a California corporation formed primarily

for the purpose of furnishing water for domestic use to occupants
of lots in the vicinity of Bass Lake, California. Its articles of
incorporation were filed with the California Secretary of State on
March 2, 1959. It is thereby authorized, amomg other thimgs, to
issve 7,500 shares of stock having a par value of $10 per share and
an aggregate par value of $75,000. The present directors are

G. E. Williams, F. John Karr, and Charles Hamlin. The officers are
G. E. Williams, president, Claude Williams, Jx., vice president,
and Joyce Kimbrough, secretary. The latter three are all children
of C. E. Williams and Grace Williams. Stock is to be issued to
Williams Resorts, Inc. Williams Resorts, Inc., is a family cor?
poration, all of the stock thercof being owned by the aforesaid
wembexs of the Williams family. Williams Resorts, Inc., leases from
Pacific Gas and Electric Company the land along the northern and
western edge of Bass Lake, It has in turn split the area into resi-
dential lots and subleases this land to families for periods of ten
to fifty years. Until the present, and since approximately 1928,
each lease provided that Willlams Resorts, Inc., would furnish
domestic water to its lessee at $10 br $20 per year, depending on
the location of the land. By the application herein it is proposed
to have the Bass Lake Water Company furnish this water as a public
utility (which Williams Resorts, Inc., has obviously been doing
since its formation), and to increase the rates.

The Service Areca

The service area and system are depicted on Exhibit A on
the application. On the west end of the lake is the Falls Tract
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in which there are 68 consumers. On the cast end of the lake is

the Pines Tract in which there are about 381 consumers. Additionally,
there are properties now owmed by Willienms Resorts, Inc, In the
winter the number of consumers drops dovm to zpproximstely 100,

There is much room for expansion in the sexrvice area. Four or five
consumers per yeaxr are added znd no immedlate large growth is
contemplated,

The Proposed System and Watexr Supply

The source of supply is the morth fork of Willow Creek.
Applicant has been granted diversion rights by the Division of
Water Resources of California to take from said ereck approximately
670 gallons of water per minute, The water is chlorineted after
diversion. The transmission and distribution system consisted of
l-inch to 8-inch lines totaling 63,200 feet on June 30, 1959.

In July, 1959, an additional 2,730 feet of 4-inch and 315 feet of
2-inch pipe were installed.

Storage consists of a 38,000-gallon steel tank plus two
2,800 gallon steel tanks. ALl sexvices sre ummetered. Thexre 1s no
competing public utility company in the area.

The staff investigated the matter and determined that the
water supply is more than adequate in 2 normal water year and should
be adeéuate in a dry year. Any problems are principally ﬁhe result
of insufficient storage capacity and inadequate distribution mains.
At present there is a need fox about 130,000 gallons of storage.
For every increase of 50 customers sn additional 25,000 gallons of
storage would be required.

Financing

Applicant proposes to issue'4,910 of its shares of stock

to Williams Resorts, Inc., in exchange for the existing water system.

This represents the depreciated book value of the assets presently
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used and comprising its system, but includes no allowance for work-
ing cash. The applicant appraised the plent snd equipment as having
a depreciated value on January 1, 1959, of $40,740., The staff found
this figure usable, In addition, the applicant has installed in
1959 improvements costing $8,362. This figure was agreed to by the
staff. The staff estimeted the deprecistion accrual as of the end
of 1959 fox that year for both old and new plant at $2,570. The
applicant will be authoxized to issue not to exceed 4,910 shares of
its $10 par value stock to Williems Resorts, Inc., in exchange for
the plant and equipment of the system and working cash, such cash
to be the difference between the saild figure of $49,100 realized
from the issue of the stock and the depreclated value of the plent
as of the actual date of transfer, calculated pursuant to page 10 of
Exhibit No. 2 herein, |
Rates
Applicant proposes rates as follows:
Pexr Service

Connection
Rates Per Year

1. Foxr the first single family residential
unit on a Single lot R R N N R Y $39.00

a. For each additiomal single family resi-
dential unit on the same premises and
sexved from the same service conneCtion eeseeceee 12.00

Eor each business establishment when served
rom
3/4 inch service CONNECTION tevnerccsscoscssvesces 33,00
1 inCh SerVice comec&on .......C....'..‘...... 4’2.00
1-1/2 inch sexvice COMMECTLION vecesvevecscosncncsees 60.00
inCh Ser'vice connGCtion PE RSP EORERERIUIBERES 90000
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Summary of Earnings

The staff estimated the earnings for 1959 as follows:
Summary o£X Earnings

- L9509 Estimated
Present :  Proposed
Item . Rates : Rates

Operating Revenues $ 5,840 $ 19,820
Deductions
~ Operating Expenses 7,300 7,300

Taxes Other than Income 1 180 1, 180
Taxes on Income 100 2, 970

Depreciation Expense , 2,570 2:570
Total Deductions 1,150 14,020

Net Revenue Loss 5,800
Average Depreciated Rate Basc 71,400 71,400

Rate of Return 7 Loss 8.1

In estimating these earnings the staff used a rate base
which included $22,800 for improvements to be installed in 1959.

Leaseholders and representatives of leascholders appeared
at the hearing., The proposed rates appear to be gemerally acceptable
provided that the proposed improvements as listed by the staff, which
will puxportedly do away with water shortages or cessation of service,
are installed, Authority to establish fates will, therefore, be
contingent on improvements being made as set out in the order herein,
and will be subject to reduction on further hearing in the event the
improvements ere not made in 2 reaconable time. The staff estimates
are adopted as regsonable as are the operating results under these
circumstances. It 1s found as.a fact that the increases in rates and
charges authorized herein are justified and that present rates, in so
far as they differ from those herein prescribed, for the future are

unjust and unreasonable.
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With respect to the schedule of rates there was no justi-
fication shown for a rate differentisl between a single family
residentiel unit and & business establishment served through a 3/4-inch
sexrvice comnection. These rates will both be established at $39 per
year. Additionally, it should be pointed out that other multiple
sexvice water users are entitled to the same treatment as Williams
Resorts, Inc., and that the authorized rate schedule and xules to be

filed must be uniformly applied.

The Staff Recommendations

The staff made several recommendations based on its
study. These recommendations appear reasonable, and applicant will
be required to comply thexewith in the order which follows.

Upon the evidence of record herein it appears and we find
that public convenience and necessity require the granting of the
certificate of public convenience and necessity as hereinafter set
forth, subject to the conditions set forth in the order herein and
to the following provision of law:

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 certificate of public convenience and necessity

in excess of the amount (exclusive of any tax or annual
charge) actually paild to the state as the consideration
for the issuance of such certificate of public conven-
ience and necessity or right.

It further appears and we find that the applicant shall
be permitted to file the schedule of rates as sct out in the order
berein.

The Commission is of the opinion and finds that the money,
property, or labor to be provided or paid for by the issuance of the
stock herein authorized is reasonably required for the purposes here-
in specified and that such purposes are not in whole ox in part

reasonably chargeable to operating expenses or to income,
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In issuing our oxder herein we place the applicant and its
shareholders on notice that we do not regard the mumber of shares
outstanding, the total par vaiue of the shares, nor the dividend
paid as measuring the return applicant should be allowed to earn on
its investment in plant, and that the approval herein given is not
to be comstrued as 2 findine of value of avplicant's stock ox
properties; nox as indicative of amounts to be included in any

future rate base for determination of just and resscmasble rates.

An application having been filed, a public hearing having
been held thereon, the matter having been stbmitted and now being
ready for dgcision, and the Commission having made the foregoing
findings and based on said findings,

IT IS ORDERED that Bass Lake Water Company, a corporation,
be, and it hereby is, granted a certificate of public comvenience
and necessity to acquire and operate a public utility water company
in the vicinity of Bass Lake, Califormia, in the area depicted on
Exhibit A attached to the application herein.

IT IS HEREBY FURTHER ORDERED:

(1) That Bass Lake Water Company be, and it is, authorized
and directed to file, within thirty days after the effective date of
this order, the rates set forth in Appendix A attached hezeto, to be
effective on or before the date service is first rendered to the
public under the authority herein granted, together with rules and
a tariff service area map acceptable to this Commission and in ac-
cordance with the requirements of Gemeral Order No. 96. Such rates,
rules, and service area map shall become effective on five days'

notice to the Commission af:er f£iling as hereinabove provided.

-7~




(2) That applicant shall notify this Commission, in writing,
of the date service is first provided to the public under the rates
and rules herein authorized, within tez days therecaftex.

(3) That within sixty days after the effective date of this
ordexr, Bass Lake Water Company shzll file with this Commission four

copies of a comprehensive map, dravn to an indicated scale of not

smaller than 400 feet to the inch, delineating by appropriate mark-
ings the vavious tracts of land and territory served, the principal
water production, storage and distribution facilities, and the loca-

tion of its various water utility properties.

(4) That beginning with the year 1959, applicant shall deter-
mine depreciation expense by multiplying the depreciable utility
plant by a rate of 2.4%. This rate should be used until review in-
dicates it should be revised. Applicant shall review the deprecié-

tion rate, using the straight-line remaining life method whenever
substantial changes in depreciable utility plant occur and at inter-

vals of not moxre than five years, and revise the above rate imn con-
formance with such review. Results of these reviews shall be sub~
mitted to the Commlssion.

(5) That Bass Lake Water Company may issue not to exceed 4,910
shares of its $10 par value stock to the parties and for the pur-
poses specified in the foregoing opinion.

(6) That Bass Lake Water Company shall file with this Commis-
sion monthly reports as required by Genmeral Order No. 24-A, which
oxder, insofar as applicable, is hereby made a part of this oxder.

(7) That Bass Lake Water Company shall complete by Jure 1,
1960, an additional 20,000-gallon storage tank on the westerly side
of the Falls Tract, conmnected by a 4-inch transmission line to the

chlorinator, and shall replace the l-inch line sexving the lots on

8-
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the west side of the Falls Tract with a 3-inch line,

(8) That Bass Lake Water Company shall, as soon as practicable
and not later than Jume 1, 1961, add 40,000 gallons of storage,
either adjacent and comnected to the existing 38,000-gallon storage
tank, or at a2nother suitable location in the Pines Tract.

(9) Complisnce with ordering paragraphs (7) and (8) shall each
be reported to the Commission in writing within ten days aftex
completion of the required construction.

The effective date of this order shall be twenty days
after the date hereof.
Dated at San Fraacisco » California, this /.

day of At/ , 1959,

g%

President
S )

| ‘.‘I

Cﬁmmiésioners
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APPENDIX A

Schedule No. 2

ANNUAL GENWRAL FLAT RATE SERVICE

APPLICABILITY

Applicable to all flat rate water service.

ITCRY

The area adjacent to the northwest shore of Bass Lake, including the
unincorporated communities of The Falls and Bass Lake, and vieinity,
Madera County.

Per Service
Connaction

Dor Jear

For a single family residence or ‘
residential unit on a single 1ot cevvcacccrnenss  $39.00

&. TFor cach additional single family
residentinl unit on the same premises
and served from the same service
comection LA R A N E RN NNRNENNENRENENENNNERENENNNNNNEFENNY]

2. Tor each business establishment when
served from:
3/k~inch service CONNOCEION seeereessnnsensens
l-inch service connection ceiceceesccecss
IA-inch Service CONNOCLLON weeececssesenenons
2=Inch service connoction seessccescssccenss

SPECTAL CONDITTION

The above rates apply to service during each calendar year and are
due in advance.




