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631:'1 Decision No. ________ _ 

" \.. 

BEFORE Tl{E PUBLIC UTILITIES COMMISSION OF IRE STATE OF CALIFORNIA 

In the Matter of the Application of ) 
ASHE WATER COMPANY> 8 california ) 
co:pora'tion:. for authority to ) 
construct and operate 8 public ) 
utilities water system in Kern ) 
County, California> and for ) 

Application No. 43565 
(Amended), 

autbor~'~ to issue stock and other ) 
securities. , 

I 

Gibson~ Dunn and Crutcher by Max Eddy Utt!t 
for applicant. 

W. B. Stradley and Sidriey J. Webb:. for the 
commission ,staff. 

OPINION --- ...... -.. .... -
Ashe Water Company (hereinafter referred to as Asbe) 

seeks a certificate of public convenience and necessity authorizing 

it to construct and operate a public utility water system iD the 

area known as Stockdale in Kern County. Ashe also seeks authority 

to issue to the Stockdale Development Corporation 43!tCOC shares of 

its $10 par value common stock for an aggregate amount of $430~OOO, 

and authority to issue unsecured notes for $47v,000 at 6 Percent 

interest to the Stockdale Development ,Corporation. ". 

A duly noticed public hearing was held in this matter before 

Examiner Donald B". Ja,rvis at Bakersfiel~ on February 15, 1962 •. 

The Stockdale Development Corpora.tioD. (a Californi.a corpo­

%'8tion) is the developer of the Stockdal~ area.. One-.third: of· its' 

capital stock is owned. by the Kern County Land Company. The' remain­

ing two-thirds of the capital stock is owned by Del E .. Webb 

Corporation (an Arizona corporation). 
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A. 43565 ne .' 
The Kern County Land Company had assets of $111~632,201 

as of December 3l~ 1960. It had a capital surplus of $11,618,393-

on that date, aDd a total ne~ worth. of $88,92>,454. l'ts net earoine;s ../ 

for the~ year ending December 31, 19CC were $15,~7S.3',452. 
Del E. 'tVebb Corporation (including. subsidiaries) had 8ssets ,. 

of $57,715,291 as of Deeember 31, 196v.It had a total su,:i:>lus of' ./ 

$4 ,7S0 ,633- on tha t cia te, and its ne'i: worth wa s $S, 7 35,435. 

The plans of Stoekdale Development Corporation contemplate ~'" 

that the eoramunity of Stockdale will eventually eneompass 5,600 acres 

and have a population of 55,000 people. Ashe seeks herein authority 

to serve 2,700 acres of the projeeted development. the proposed 

water system is planned around loeal supply wells of about 1,'500· 

gallons per minute capaeity which will be disbursed throughout the 

system. Ashe proposes to develop- adequate well capaeity to, meet peak 

demsnd conditions with a capaeity equivalent to the average demand to 

be supplied from natural gas engille-driven wells; the wells will 

be operated to develop a variable quantity against a constant dis­

charge head and will be supplemented by eleetrically-driven single­

speed well pumps with a shutoff head eo permit constant: operation if 

necessary without hazard to the system; the sys'tem. will me~t 

the stalldards provided for in General Order No,. 103. 

The record discloses that an adequate water supply is avail­

able for the system. At the hearing~ Ashe presented a copy of a 

water supply permit issued to it by the State Department of Public 

Health authorizing Ashe to serve Kern City Tracts l'1'os. 2560 and' 2548-

(the first portions of the Stockdale developtDent~ which are eXpcc·ted 

to be ready for occupancy in'March of 1962) from speeifiedwells •. 
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A. '43565 • 
The evide.cce indicates that Stockdale Development Corpo­

ration owns l~ 940 scres of the request:ed service area. The remain­

ing portions of the requested 2,700 acre service area and" the 5,600 

acre eventual total development area are owned by Kern County Land' 

Company and under option to Si:oekdale Development Corpora:~ion. Ashe . . 

has submitted a table of its proposed plant buildup' over a period 
11 

of ten years, which is as follows:-

CUSTOMERS 
smGtE FAMItY-lOT 
!NDtl'STR!AL - AC 
COMMZRCIAL· - AC 
MTJI.TI FA.'1IU' - AC' 

CUSTOMERS (CUM.) 
sn:~LE FAMILY-toT 
INDUS'I'RIAI. - AC 
COMMERCLU. -' AC 
MULTI FAMILY - AC 

ADDED PIANT 
CAPrrAI. IMPROV. 

PLAN'!' 
lI.A1NS (OVERSIZE) 
~. 

SUBDIVISION SYSTEM 
!t.AINS (IESS OVER.) 
SUB GRID 
NON DSP. Jl..TV. 

SUB TOTAL 

CUM. PLANT 

DEPR. PI.AN'l' 

:rePR. (1.9J$) 

CUM. DEPR. 

RATE BASE 

ASRE iJA TER COMPA.."lY 
STOCKJAtE COMMUNITY 

KZR.N COUNTY, CA't.IFORNIA 

P~'l' BUILDTJl> 

~ 

100 
1 

1 

100 
1 

1 

$ 155, 700 
4l,3$S-
15,560 

79,572 
$1,040 
20,000 

$ 393,260 

" 

57,200 
21,871 -
20,384-

28,080 
126,~7$ 

253,710 

ll7$· 
65 
28 
19 

33,696 
30,819 
21,546, 

551"203 
101,710 

~ 

590 
40 
;. 

10· 

1765 
105,: 
3), 
29 

39,200' 
24,20" 
23,:128' 

51,744 
216,783 

255,059 

1:222. 

760' 
42 
s 

. 22' 

2525 
147,' 
41. 
51 

65-,192-
36·,064 
30,856 

811316 
~3~,07S' 

" 393,260 646,970', 889,944 1,145',003: 1,490,.$09. 

3",260 626,.970 869,944 1,12$,003 1,470,509' 

1,773 

l,m 
21,975 16,616 

13,74S' 30,364 

21,481 

51,851 

CUM. PIANT-C'OM. DEP. 391,487 6:33,22Z 859,580 1,09.3,152 1,.410,571 
(Continued) 

~l At the heartng,witnesses for Ashe conceded ehat the table was not 
prepared complecely in accorda~ce with the Uniform System of Ac­
counts. There is also a question as to whether some items therein 
are allowable for rate ~king purposes. The table is set forth 
for illustrative purposes only. Tae Commission is not passing 
upon any of the items. therein in this proceeding.' . 
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ASHE WATER COMPANY 
STOCKDALE~COMMUNITY 

KERN COUNTY, CALIFORNIA 

PIA.'IT BUILDUP 

.( Continued) 

CUSTOMERS 
~ 1967 • 1968 ~. 1970 

smGIE FPMIl:I-'WX 646 .' .570 605 610 620' 
~"DUsnu.u.· - AC 30 30 20 20 20 
~CIAL-AC 4 5 6 7 S 
MUI.'l'I FAMILY - AC 16 4 4 4 4 

CUSTOMERS (emf. 2 
smGLE FA.'ULY-I.OT 3271 .3841 4446 5056' ;676 
INDUSTRIA.L - AC 177 207 227 247' 267: 
COMMERCIAl. ~ AC 45 50 56 63· 71 
MOUI FAMILY - AC 67 71 75 79 $3 ... 

ADDED ?!AN'l' 
CAPITAL :IMPROV. 
p~~ $ 42,000 4.3,400 39,936 41,184 . 
YJ..INS (OVERSIZE) .34,l40 21,.390 .3,469 13,794 10,.355 
MEl'ER$, .32,382 24,738 27,104 28,182 29,;l2' 

SUBDIVISION SYSTEM 
MAlNS (tESS OVER.) 52,800 .' 37,200 9,664 l7,556 16,573 
SUB GRID 178,170 142,781 171.827 164,406 172,097 
NON D'EP. n.1V. - -
SUB 'X0'!Al. $ 339,492 269,509 252,000 265,l22 228,5.37 

CUM. PtA..'1l' :',8)0,001 2,099,510 2,.351!l:510 2,616,632 2,845,169 

DEPR. PlANT 1,810,001 2,079,.;10 2,33l,.510 2,596,632 2,82;-,169 

DEPS. (1.91%) t yr. .34,571 .39,.7l9 44,.532 49,596- 53:,961 

CUM. :OEPR. 114,.509 154,228 1ge,760 24S,.356 302,.317 

RA'X'€ BASE· 
CtrM. PIA1'"'X-CUM. DEP. 1,.71;,492 1,.945,.282- 2,152,.750 2,.368:,.276 2,542,.852 

-4-



A. 43565 • 
The utility plant Ashe proposes t~ construct in the service 

area in the early years is intended to run at a rate of about $400~COO 

for 1961 and thereafter at a rate of from $240~OOCto $350,OOC 
2/ ,,/ 

annually.- The accumulative plant buildu.p' in the Stockdale Community 

for a ten-year developmental period is estimated to cost $2~S4S,169. 

Of this, to develop the initial service area herein requested for 

certification, funds will be required for plant buildup', maintenance, 

and operation, prior to 1964, in an amount of about' $-900,000, which 

Ashe expects to provide by the issuance of common stock in the amount 

of $430,000 and by the issuance of unsecurea notes with interest at 

61. ma'euri:n$ September 1, 1964 issued to its shareholder in the amount 

of $470,000. Stockdale Development Corporation has offered' to. stand 

committed' to purchase and acquire the same from time to time. 

AShe proposes to use consumers' advances iD the course of 

its oper8tions~ and it expects to maintain at all times an outstand­

ing equity of at least 407. of the net utility plan.t after deprecia­

tion. 

The Commission s~aff made a field investigation inconnec­

tioD with the applicat10D. A report prepared by the staff, which was 

received in evidence, substancially verifies the presentation ~de 

by Ashe. 

The record discloses that ebe area bere under consideration 

is owned by~ or under contract to, one o'W'Oer;. tbat no publie utility 

water system presently is author.Lzec to serve!:he area; that there 

are ~o small mucusl water compa~ies operating somewhere near the 

area; tb.at the Eakersfield District of California Water Service 

Company furnishes public utility water service within one-quarter of 

a mile from the requested service area; that copies of the appli­

cation were served on the ewomueual water companies and California 

'I7 At ehe hearl.ng a witness for Ashe testl.fiea 'I:tlal: approximately 
$311,000 was spent in 1961. Al~ exhibit showed expenditures of 
$237 ~S61 for 1961. The witness stated that the difference- be-' 
tw'cen the eseimate and actual construction expenditures for 196'1 
would be made up by additional expenditures in 1962. 
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• A. 4S565 no 

Water Service Company; and that nOne oftbese companies appeared at 

the hearing or objected to the granting of the application. The. 

Commission finds that the public interest requires that, the appli­

cation should be granted" as hereinafter set forth. However, Ashe is 

placed on notice that if it develops and installs a water system I 

which exceeds the requirements of ,the customers in the area actually 

being served, it cannot expect the Commission to authorize rates" 

based upon the costs and operations of an overdeveloped· system .. 

(Northern Counties Utility Co. 56 cal. ~.U.C. 306, 311; Re Kennett: 

Water Company, 20 C.R.C. 464). 

The record indicates that Ashe has procured' a franchise 

from Kern County to use the public roads or highways in therequest'e'Ci: •. 

area. The Commission finds that public convenience and· necessity, 

require that AShe be authorized to exercise the franchise. 

Ashe proposes to furnish water on a metered basis and 

seeks to apply rates comparable to those of similar utilities ,in the 

Bakersfield area. the Comm.ission finds that the proposed rates are 

reasonable and should be authorized. 

Ashe's Articles of Incorporation authorize it to issue 

20G,COO shares of $10 par value common stock, and 10,000 shares of 

$lOv par value preferred stock.. None of th.e stock has. been issued'. 

As indicated Ashe seeks hereil'l authority to issue to the 

Stockdale Development Corporation 43,000 shares of its $10 par value 

COmDlon stock for an aggregate amount of $430·,000 and unsecured notes 

for $470,000 at 6 percent. interest which will mature September 1, 

1964. The money from the notes and sale of the stock will be used 

to pay for utility plant, and provide working capital, and. in the 

early years of the system, some of the money from the notes will be 

used to cover operating expenses in excess of operating revenues. 

Stockdale Development Corporation has offered to stand committed" to, 

purchase the stock and notes from time to time, until they are fully 

issued. 
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A. 43565 no_ • 
The record indicates that Ashe was established to provide 

water service for the proposed Stockdale Community,. a pending real 

estate development. Ashe seeks authority herein to issue a substan­

tial number of shares to Stockdale Development Corporation, the real 

estat.e developer. At the hearing, witnesses for Stockdale Develop­

ment Corporation indieated that it bad no present intention to'resell 

any stock which might be issued to it. However, there is always 

present the possibility that Stockdale Development Corporation, may / 

undertake to sell some of these shares to the general public. In 

this situation we have a water company whose ultimate financial 

success is dependent upon a real esta'te developm~nt of' great 

magnitude.. It is conceded that it' will initially operate at a loss, 

and investment in Ashe at t.his t.ime may involve considerable risk. 

In the circumstances, tbe Commission will require that the shares 

herein authorized be escrowed and-not eransferred by the initial 

sharebolder without. further order of the' COIIlmission. This will 

enable the COlmllission to provide for adequate diselosure in the-

event the shares are to be- resold' to- the general public. The 

Commission finds tbat Asbe sbould be authorized to issue the 

requested stock and notes as hereinafter provided." 

In addition to the findings bere~ofore m8de~ the Commission 

finds and concludes tbat: 

1. Public convenience and necessity require that the 

applics"tion :be granted as set forth in the ensuing order. 

2. Applicant possesses the- financial resources to ·eonstruct 

and operate. the proposedw8ter system. 

-7-



A. 43565 ~ • 
3. The money. property or labor "to be procured or paid for 

by the issuance of the stock and notes herein authorized is reason~ 

ably required for the purposes specified~ and such purposes. except _____ 

.as otherwise authorized in the case of the notes. are not in whole 

or in part reasonably chargeable to operating expense~ or to income. 

"'the authorization herein grantedi.s not to be construed asa finding 

of value of applicant's stock or properties. nor as indicative of 

amounts to be included in any 'future rate base for determination of 

just and reasonable rates. 

4. Tbe rates set forth in Appendix A attached hereto are 

fair and reasonable for the service to be rendered. 

S. Ashe's water supply and distribution facilities wil'l 

provide reasonable service for the proposed certificated area 

and meet the mini:rmlm requirements of General Order No. 103. 

The certificates herein granted shall be subject to 

the following provision of law: 

That the Commission sball have no power 
to authorize the capitalization of the 
franchise herein or these certificates of' 
public convenience and necessi~y. or the 
right to own. operate. Or enjoy such 
franchise or certificates of public conven­
ience and necessity in excess of the amount 
(exclusive of any tax or annual charge) 
actually paid to the State or to a political 
subdivision thereof as the consideration 
for the issuance of such franchise. certi­
ficates of public convenience and necessity 
ornght. 
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ORDER 
~ ..... .-.-- ... I 

" . 
An appiiea1:ion having been filed and the Cormni ssl.on. bavin& 

. considered all the allegations therecf and the: :record in this 

matter, 

IT IS ORDERED that: 
.. 

1. A certificate of public, convenience and nece~ty ~ 

hereby "granted to Ashe Water Company, a corporation, aurho:riz.i:c8- it 

to construct 'and operate a public utility water system for the 

distribution and sale of water within the area more particularly 

described in Exhibit C-l attached to the amendment to Appl.ic.ation· 

'1:-10. 43565- and by this reference made a part hereof. 

2. A certific.ate of public- convenience and necessity, is 

hereby granted to Ashe Water Company to' exercise the rights and 

privileges granted by the ,County of Kern by Ordinance No. F-56 

~ted May 31, 1961, within the area herein certificated and in 

areas hereafter to be served through extensions of its existing 

system. made in the ordinary' course of bus:tness as contemplated by 

Section 1001 of the Public UtUities Code. 

3. Applicant is authorized to file, after 'the effective date 

of this order, the rates set forth'in Appendi:c A attached hereto~ 

to be effective on or before the date service is first furnished to 

the public under the authority herein granted, together with rules 

and tariff service area map acceptable to this Coi:mu1ssion and in 

accordance "lith the requiJ:ements of General Order No. 96. -A. Such 

rates, rules and tax.iff service area map shall become effective 

upon five days \' notice to this Commission and to' the public after 

filing as hereinabove provided • 
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A.43565 n. 
4. Applicant shall notify this Commission in wri1:l.ng of the 

date service is first furnished to the public under the rates and 
" 

rules authorized herein, within ten days ~ereafter. 

5. Applicant shall file ~ within thirty days after the syseem 

is placed :in operation under ~e rates and rUles authorized herein~ 

four copies of a comprehensive map, drawn to an indicated scale not 

smaller than 800 feet to the tnch,'delineattQg by appropriate mark­

ings the tract of land and territo'l:y served, the principal water 

production, storage and di$tribution facUities, and the location, 

of the various water system properties of applicant. 

6. Applicant Shall determine the accruals for depreciation 

by dividing the original cost of, utility plant less estimated future 

net salvage less depreciation reserve by the est:imated remaining life 

of the plant. Applicant shall review the accruals as of January 1st 

of the year £ollow~ the date, service is first furnished to the 

public under the rates and rules authorized herein and thereafter 
, , 

'Whe~ major changes in utUity plant composition occur and :3t interv.a· " 

of not mo:e than five years. Results of these reviews sha-11 be 

submitted to this Cou\Q.is.sio1l.. 

7. Ashe Water Company:. for the purposes herein set 'forth:. 

may issue to Stockdale'Development: Corporaeion.43,OOO shares of its 

$10 par value common stock for anaggrega~e amoun~ of $430,000; 

provided> however, that ebese authorized shares shall be sold o~ 

issued only in accordance wieh the following conditions: (a) Ashe 

Water Company shall select an escrow holder which shall be approved 

in ~lting by this CommiSSion; (b) all seoek certificaees issued 

shall fortbwit~ be deposited with 'the escrow holder and shall not be 

transferred until further order of this Commission; (c) ~pon the 
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A. 435SS nee • 
xeceipt of any sbares~ the escrow holder shall furnish a written 

receipt to the shaxeholder and file with this Commission It duplicate 

copy of said receipt; (d) no owner or person entitled to any of the 

shares herein authorized shall conSUllIDSte a sale or transfer of 

said shares ~ or any interest therein, without first having secured 

the consent of this C~ss1on so to do. 

s,. Ashe Water Company, for the purposes herein set forth~ 

may issue to Stockdale Development Corporation its unsecured 6 per­

cent note or notes~ in the foxm· set forth in Exhibit 3~ in an 

aggregate amount of not more than $470 ~OOO ~ said notes to' haves 

maturity date of September 1, 1964 .. 

9. Ashe Water Company shall file with this Commission a 

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

order insofar as applicable, is made a part of this order. 

10. Th~ certificates herein granted and the authority to 

render service under the rates and rules authorized herein will 

expire if not exercised within one year after the effective date of 

ehis order. 

11. The aut:bority herein granted to issue 8 note or notes will 

become effective when Ashe Wster Company has paid the fee prescribed' 

by Section 1904(b) of the Public Utilities Code, which fee is: $470. 

In all other respects the effective date of this order shall.be· 

twenty days after the date hereof .. . ' 
Dated at ___ --:;San;;;;.,;;,Fr.I:n.;;.;;;;;;;;;;c:Il;;,;f5CO;.;:;..., __ ., California, this 

day: of ___ ~--.;;M.;.;.AR_C_Fr_, ___ ' 



A.43;65. 

APFtICABItI'l'Y 

APPENDIX A 
Page 1 of 3 

Sched.ule No. 1 

Appl1ceble to all metered ~ter service. 

TERRITORY 

Stoekdale Co:tm:l:unity, and v!.c1n1ty,. locatod immediately southwest or 
the C1ty ~~ Baker~field, Kern Co~ty. 

First 1,.000 ci.tt. or less ............... _ ...... .. 
Next. 1,,000 cu. ft.., per 100 cu .. f't. .. ·· ............. . 
Next. 3',000 eu~!'t., per 100 c:u.i't .............. . 
Over 5,,000 eu.tt .. , per 100 cu.ft .......... ., .. . 

For 5/S x. 3/4-illeh ·:meter ............................. .. 
For 3/4-inch:meter ......................... . 
For l-illchmeter •••••••••••••••••••••• 
For l~inch meter .................. _ ............ .. 
For 2--ineh m.eter- .' .' ............ _ ... .- _ ....... .. 
For 3-1nch meter ........................ . 
For 4-inch meter ............................. . 
For 6-1neh meter •••••••••••••••••••••• 
For S-1nch meter .................................. . 
For 10-inch meter •• _ ........................... _ ... . 

Per Meter 
Per Month' -

$ 3.50 
.25-
.20 
.l7$ 

$ 3.50 
4.50 
7.50 

10.00 
15.0Q 
.28'.00 
45.00, 

100· .. 00 
l50.00 

. 200.00 

The M1nimum Charge will ent:t't1e the customer 
to the quantity or water which that. min1mw. 
charge will p'Ul"chAse e.t the Q.ua.nt1ty Rateo. 



A.43565_ • 

A?PLICABItnY 

A.P?eNDIX A 
Pag~:2 of':) 

Schedule No .. 4 

PRIVATE ~ PROTECTION SERV!CE: 

Appl1c~ble to all ~ter service furnished f'or privately owned· tire 
protection systems. ". . 

TER.~ITORY 

Stockdale Community, and v1ciIl1ty, located 1lmnediate1:r southwest of' 
the City of' Bakersfield, Kern County. 

RATES' -. 
For each :2-inch or smaller ,service connection •••••••• 
For each 3-ineh service connection ••••••••••••••••••• 
For each 4-inch service connection ••••••••••••••••••• 
For each 5-inch service connection ••••••••••••••••••• 
For each 8-inch service coxmection ....................... . 
For ea~lO-inch zervice connection ••••••••••••••••••• 

SPECIAL CONDITIONS 

Per- Month 

$ 4.00 
6.00 
8.00 

12.00 
l6.00 
20·.00' 

l. The f'1re protection. service pipe 'Will be 1n3talled by the utility at 
the cost of' the applicant. Such eost shAll not be subject to rei'\md. 

2. It a distribution main of' adeq:uate size to serve a priva.te !':tre pro-.· 
teetil")D. system. in addition. to ell other normal service does :cot exist in the 
street or alley adj8.Cen.~to the premises toOe served~ then a service ma1n 
!'rom the nearest existingme.1n of' a.dequate capacity-....u:L be installed by the 
util1tyat the cost of'the applicant. Such cost shall. :cot be subject to 
refund. 

3. Service hereunder is for private tire protection. systems towb1ch 
no connections for other than fire protection purpose~ arc allo~ed and which 
are regularly inspected by the underwriters havillg jurisa.ict1on, ore in- , 
oto.lled accordillg to specifications of the utility,. and are maintained' to. tb~ 
sati~f'aet1on or the utility. 'rhe utility may instn.ll the sto.:cdard detector 
type meter ap'Oroved. by the Board or Fire U:cderwri tor" for protection a.gainst 
theft, lenkage or w.ste of wter. 

(Continued) 
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ScbedULe No. 4 

PRIVATE FIRE PROTECTIOr.; SERVICE 
-( ContinUed) 

SPEClAt co~-nrrrO!!? (Contd..) 

4. For vater deliverod for other than fire ~roteetion purpo~es~ 
eharges \/ill be made therefor -under Schedule NO'. 1)' ~nera.l Metered Service. 

5. !he utility 'Will supply onJ.y- such va.ter-at such presS'lXt'e as ms.y be 
a.vailable from. titne to tme as a result of its normal opera.t1on or the· 
system. 


