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Decision No. ______ _ 

BEFORE THE PUBLIC UTn.ITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of ) 
D."VERNESS WATER. COMPANY> a CalifortJia ~ 
corporation> for 8 certificate of 
public convenience and necessity 
aut:horizing Applicant to furtJish ) 
public utility water service in a 
Certaitl portion of Marin County> 
California • 

Application No. 44251 
(Filed March 8> 1962) 

Bac~a1up:f.> Ell~s & Salinger, by William G. 
Fleckles, for applicant. 

u. s. Depa=tment of Interior, N~tional Park 
Service, by William J. Costello, James E. 
Cole, and James M. Siler; Inverness PUi)!'ic 
'Utrrity District, by Douglas J. Maloney; 
protestants. 

Drakes Beach Estates, Inc., and Drakes Bay Land 
Co., by Benjamin P. Bonelli; interested partie-s. 

W. B. Stradley, for the Commission staff. 

OPINION - - - - ' ... - ---

This application was heard before Examiner Carol T. Coffey 

at San Francisco on May 1, 1962. The matter was submitted for 

decisiotl on May 31>- 1962, upon the receipt of late-filed exh.:tb:tts. 

Applicant requests the issuance of a certificate of public 

convenience and necessity authorizing it to provide public util:tty 

Wolter se~ice to t"'v'10 real estate d.evelopmetJts in west Mari.n County 

kno,.,1tl as Drakes &y Estates and Drakes Bay Pines. 
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A. 44251 ~ 
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Serviee-:Area Requested 

Applicant presently serves approximately'320 customers 

in the vicinity of the town of Inverness. Drake$ Beach Estates) 

Ine.~ (Subdivider) has requested that applicant supply water serv­

ice to a 1)000 acre ranch it is developfng adjacent to the seashore 

on Point Reyes Peninsula. Drakes Bay Land Company has also· re­

quested service by the applicant to a 500 acre ranch on the 

Inverness Ridge of Point Reyes Peninsula which it plans to subdivide .. 

These areas for whiCh a certificate is requested are located be­

tween Drakes Bay alld the town of Inverness ) within the boundaries 

of the proposed Point Reyes National Se.osbore .. 

Of the approx5.mately 2,000 ultimate residential lots, 

Subdivider has recorded a total of 218 lots (Exhibit No.1) in 

three subdivisions known as Drakes Beach Estates, Subdivision No. 1 

(81 lots») Drakes Bay Unit No. 1 (8$ lots}) and Drakes Bay Unit 

No.2 (49 lots).. The Board of Supervisors of Marin County has 

:ent:ltively approved maps for 96 more lots in Unit No.2 and for 

89 lots in a subdivision known as. Drakes Bay Unit No .. 3:r but these 

lots have not been recorded.. As of May 1, 1962, 12> lots have 

been sold, 9 houses have been completed, and 2 houses are t:lder 

construction. 

No construction or land development of the ultimate 300 

lots has been effected in the area of the Drakes B·ay Land COt'lpatly .. 

AD. ~.aSe:DCtlt exists between the areas for which a 

certificate is requested. 
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W~ter S~~Jic~ History 

W'o.etl development of the subdivisions started in 1960, 

both the Inverness Water Company and the ]crvarness Park Water 

Cc::o.pa:lY, water utilities, refused'to serve the areas·to·be sub­

divide-:i. Subdivider considered the formation of a public utility 

but determined that to do so would not be feasible due t~ the 

requircmants of thi$ ~ission. r.e1ating to capita~ization~ 

S':lod:tvieer fo::med in t%ti:d-1961 'the Limantour !1utual Water 

Company CMUtua1), as the only other alternative, to, supply water 

to its ~bdivisioIlS and to the ranch. A water system was installed 

to serve two of the three presently recorded' subdivisions, with 

transmission lines to serve the th.ird UDit. and all of the proposed 

cor:mercial atl<! multiple dwelling areas. The system was built by 

~~rin County at a cost of $151,694.71, financed as follows, mainly 

b ...... the £or:lation of assessment districts which issued "15· year 6, .. 
percetlt bonds:. 

s. Drakes Beach Estates, Subdivision No. 1 (Sllots) __ 
$75,492 assessment, 

-;,. Drakes Bay Unit No.1 (83 lots) - ... $61,248 assessment, 

c. Subdivider contributed $14,954.71 since assessment 
't>onding estimates were below cost. 

this water system was acqui-red from the assessment districts by 
.' 

rbtual",at DO cost. 

!he applicant was agaio requested to serve the areas, 

subsequent to the fomation of Mutw:ll, after the purchase of appli­

cant by the Citizens Utilit:ies Company. By agreement dated 

January 22, 1962, applicant bought the wate-r system of Mutual for 

$5,000 in cash, to be distributed to 110 lot owners, .and agreed to 
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A. 44251 

apply to this Commission for a certificate of public convenience· 

and necessity to serve the areas. Notwithstanding the sale of 

Mutual t s water system to applicant, the approximately $135',000 of 

bonds issued to finance the construction of the water system re­

mains an obligation to be paid by the lot owners in the two assess­

ment districts. Applicant will make future extensions 'in accordance 

with its: filed rules. 

The president of Subdivider testified that of the 179 . 

shares "authorized, Mutual had not issued any shares to, the 95 qual­

ified shareholders at the time of the agreement to sell the water 

system of Mutual; that a specul shareholders.' meeting was held 

in December 1961, to authorize the sale of Mutual t s assets; that 

all of the over SO percent of the stock represented at the meetil:lg, 

either by proxy or in persoD, voted in favor of sellitlg·the assets. 

President of Subdivider further testified also that Subdivider did 

and does not want a mutual because of the many problems involved, 

poor service, lack of management, mutual would lose money due to 

small size, and because the prohibition by the Corporation 

Commissioner against. a subdivider's owni':lg stock in a mutual could. re­

sult in the subdivider's lOSing control of the mutual after the first 

annual meeting and' therefore subdivider has no assuraDce of water 

being available for future subdivisions. 

Water SysteQ Operations 

Applicant estfmates it will have 2,420 services when the 

two areas are entirely developed~ equivalent to 2,.750 residential 

customers. 'I'he presently installed system as acquired' from Mutual 

consists of two wells with pumping plants, two 40,000' gallon storage 
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tanks, eleven fire hydrallts. and associated mains" valves and 

services. these facilities are all within the area of Subdivider. 

Applicant anticipates that in the future it will fcterconnect the 

present Inverness service area with the two proposed service areas 

and operate all aTeas as an integrated system.. Based on his rev!ew 

of geological maps and the logs andpumpiog tests of'Mutual'swells~ 

witness for applicant testified' it was his belief there was ade­

quate water avail~;le to serve the areas for which certification is 

r¢~ested. No dcfi:lite engineering or other expert testimony was 

i:ot:oduced to support this belief as to the adequacy of water'~ 

supply to mee~ ultfcate requirements. 

With th~ ~~c~p~1on of minor discrepancies which the appli­

Ca':lt has agreed to correct, the existing wate: system has been 

installed in accordance with the prov1sioD$ of General Order No. 103. 

YlUtual has obt.:liDed permits from· the Sta~e Department of 

Health and tb.~ Boa-=<l of Health of Marin County which authorize it 

to rencer W.:lter s~rv1ce. 

Applicant proposes to charge with~ the areas for whiCh 

c~rtification is r~quested the same rates as :hO$~ applied to its 

present ser"n.:~ .:":ea i'O the vicinity of !nvc::ness. 

App!icsn~ estimates that the cost of the water system to 

$~":Ve the 'U~.";::'~J~!'t~ c1.eveloPQe'Dt of the areas will be $1)231,[,,4$ • 
. ." 

Of this ~~o~~ $~?7,3CO will be financed by the appiicant~ $909~195 

~~ll be ~dv~need by the developers and $124>950 is the amount the 

\lP?licant proposes to et1ter into its books' of account to- record the 
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A. 44251 ET •• --
purchase of Mltual' s water system. Annual operating results .. are 

estimated for the completed developmeDt as follows: 

Gross Revenues $ 96,250 
Operating Expenses 6S,800 
Net Revenue $ 30',450' 

RefUDds of Advances $ 20,200 .', 

Net revenue is estimated to be a loss of $300 for the year 1962 

but it is estimated to 1Ilcrease to $600 for the year 1963-. By the 

end of 1963, in addition to the purchase of the Mutual system,. appli­

c.mt: estimates that it will have financed' $34,500 of plant and the 

developer will have- advanced $60,495. 

hoposed Accounting for Purchase of Mutual 

Applicant, w1tboutany related entry to the Plant 

AcquisitioD Adjustment or Contributions in Aid of Construction 

accounts, proposes to book a total of $124,950 to record the origi­

nal cost of the Mutual water system purchased for $5,000. 

This Commission on occasion has held that when a public 

utility purchases a mutual water system, the original costs of con­

struction, and not the purchase price, should be Charged to plant 

acc01.mts, on the theory that the mutual has dedicated the water 

system to public use, with the difference between the net original 

costs and the price,. either the excess- or the deficiency, being 

credited or Charged to the proprietary capital. However, where 

there has been DO dedication the Commission has directed that only 

the utility purchase price paid by the utility be booked'. Sub stan ... 

tial, questions of fact have to be determined' in each instance in 

order to make equitable determinations. These might include whether 

the mutual is a true mutual or ;[s in fact a- public utility which has 
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dedicated its property to public use, or whether the mutual truly 

serves the llee<l~ OL :ttl:t sMreholders as a mutual or is a subd:tvi­

der' s tool for promotion, or whether the :UlveS'brle'Ot made by the 

utility stockholders was prudent and the amount on which the utility 

Should be allowed to earn a return. 

Protestants' Positions 

!he Inverness Public Utility District, representing the 

present: consu::.uers of applicant, protested the request of applicatlt 

because of the possible adverse effects- on the rates paid by and 

tb.e water available to the present consumers of applicstlt, and 

because of the pendency of legislation relating to the' proposed 

Point R.eyes National Seashore. It requested that the applicant's 

request either be denied or that the hearing on the application be 

continued pendiog resolution of the question of acqu1sitionof the 

.:lreas by the Federal Government. It was urged" should a certificate; 

be granted" t:hat be applicant be required to' ma iDta in separate 

~ceounting records by districts. 

A representative of the National Park Service of the U. S. 

Departm~t of Interior testified relative to the development and 

l~slative status of the proposed' Point Reyes National Seashore. 

Although legislation authorizing the establishment of the Point 

Reyes National Seashore is before the Congress' of the United State$) 

protestant could not give ~ssurance as to when or whether the pro-
..... 

posed legislation would become law.. Protestant asked that this'""\";,~',,,· .... ., .... ,..-

Commission give consideration to the legislation in prospect. 
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Findings 

Upon consideration of the evidence th~ Commission finds: 

1. Applicant: has failed to demonstrate the .~dequacy of 

available water supplies to serve the existing service area of the 

cO'Q.;?any and the areas for which a certificate is requested. To 

grant applicant t s request as· set forth in the application would 'Oot. 

be in the public interest. Applicant's request should be Ceoicd in / 

part. 

2. Public convenience and necessity require t."t.uit the applica­

tion for a certificate of public convenience and necessity be 

granted for the subdivisions delineated on Exhibit No. land kDown 

:lS Drakes Be.:lch Estates) Subdivision No.1; Drakes Bay Unit No.1; 

ancl Drakes Bay Unit No.2. 

3. The rates presently charged by applicant are fair and 

::easonable for the servi.ce to be rendered within the area·s for 

~~hich the certificate of public convenience and necessity will be 

issueo.. 

4. Applicant's proposed water supply and distribution facili­

ties ~~ll provide ::easonable service for such areas. When the appli­

e.l':lt has s!lortened three sections of 2-inch pipe to a maxi::num. of 

250 feet;, the proposed system will meet the minimum requirements; of 

Gene::al Order No. 103. 

5. The required permits from the appropriate public health 

~uthorities have not been obtained by applicant. 

6. l'he record reveals that Mutual was conceived and created by 

Subdivider to supply water to its subdivisions as an alternate of 

S1:.pply by an existing water utility) or by the fomation of .:: public 

'1.:.tility:. or by 3 public district. Mutual is a tIlUeual water company 

.:1nd has not devoted its property to public utility service. 
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7. Applicant is the first to devote the water system acquired. 

from Mutual to public utility service. 

S. The original cost to applicant of the water system pur­

chased from Mutual is $5-~OOO plus other costs of acquis.i.ti.on. 

the action takec herein is for the issuance of a certifi­

cate of public convenience and necessity only and is not to be con­

sidered as indicative of amounts to be included in a future rate 

base for the purpose of detel:Illi:ning just and reasonable rates •. 

The cert:Cf!cate hereinafter granted shall be subject· to 

the following provision of law: 

!hat the Commission shall have no power to authorize 
the capitalization of this certificate of public coo­
venieoce and necessity or the right to own, operate 
or enjoy such certificate of public convenience and 
necessity :in excess of the amount (exclusi.ve of any 
tax Or annual ch<:rge) actually paid to the State as 
the consideration for the issuance of such certifi­
cate of public convenience and necessity or right '" 

ORDER -...--------

An application having been filed, a public hearing having 

been held and based on the evidence therein adduced, 

IX IS ORDERED that: 

1. A certificate of public convenience and necessity be and 

i~ is granted to applicant to. construct and operate a publicutility 

water system. for the distribution and sale of water in the subdivi­

sion tracts in Marin County known as Drakes Beach Estates, Subdivision 

No.1; Drakes ~y Unit No.1; and Drakes Bay Unit No.2, as recorded 

on May 1, 1962~ and .as delineated on Exhib:tt No. 1 in this proceeding. 

2. Applicant is authorized to apply:o after the effective ci3te .. 

0: this order, its presently effective tariff schedules to· the 8-reas 

certificated herein. 
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3. Applicant:[s authorized and directed to' revise, within 

thirty days after the effective date of this order aDd in confom.­

ity with General Order No. 96-A, such of its tar1ff schedules~ in­

cluding a tariff service area ~ap acceptable to this CommissioD, as 

a~e 4lecessary to provide for the application of its tariff schedules 

to the areas certificated hereilJ. Such tariff sheets shall become 

effective 'UpOn five days' notice to the public and this Commission 

after filing as herefoabove provided. 

4. Applicant shall notify this Commission in writirlg of the 

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

rules authorized hereiD, within ten days thereafter ~ 

5. Applicant shall file~ withitl thirty days after the sys­

tem is placed in operation under the rates and rules authorized 

herein, four copies of a comprehellsive map, drawn to an indicated, 
I 

scale of not more than 400 feet to the inch, de11Deating by appro­

priate ma-rldtlgs the tract of land aDd territory served; the priDc!­

pal water productioD) storage and distribution facilities; and the 

locatioD of the various' water system'" properties of applicant .. 

6·. Prior .. to the date service is first furnished to· the public 

under the rates and rules. authorized herein, applicant shall (a) 

apply to the appropriate public health authority for a water supply 

permit for the system which will serve the area here1n certificated,. 

and (b) report to the Commission in writing,. within ten days. there~ 

after, that such applicatioll has been made. 

7. Applicant Shall not without fUT.ther order of the Commission 

extend its water system beyond the area herein certifi.cated .. 
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8. Applicant shall maiDta1n~ its, accounting records in such 
, .. 

form as to show separately the revenues, expenses, plant invest-, 

ment and related depreciation reserve pertaining t~ the operations 
" , 

of and iDvestment in the properties located to the a~ea herein 

certificated. 

9. Applicant, 1n recoxding its acquisition of the MUtual's 

properties, shall charge to its plant accounts an amount not in 

excess of the purchase price paid plus reasonable cost'of acqu1s1-

tion. In addition, applicant shall, within thirty days after the 

effective date of this order, fne with this Coum1ssion the journal 

entries it proposes to use for the purpose of recording: saidacqu1-

sition, together with a statement showing the :ttems to- be capitalized 

as representiDg purchase price and costs of acquisition. 

10. The authorization herein granted will expire 1£ not 

exercised within one year after the date of this' order. 

The effective date of thi& order shall be twenty days. 

after the date hereof. 

Dated atS.74«~ • CalifOXllia. this ~ 
day of ~~A./ ,1962. 

? P 

COiiiDissloners· 
.. ; ~ . ,.-, .. ~.,,', 


