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~ecisio'D No. 65219 

BEFORE THE PUBLIC UTILITIES COMMISSION OF !HE S~TE'vF CALIFORN~ 

I~ the Matter of Amendecl A~plieation ) 
of G~AND OAKS WATE~ CO~1P~-ry, a ) 
Califo~ia eer90r~~io'D, for ~ Cer· » 
tifieate of ~~blic Co~veDie~ce aDd 
Necessi~ and for A~thori:y to Is~ue ) 
Stock. ) 

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

ApplicatioD No. 43906 
Filed November 9~ 1961 
R~Dded October l~, 1962 

Dead~ich ~d Bates by KeDne~h H. Bates, 
:or applica:n:. 

Si.ci7.ley J to Webb ax2d w. B. Str~dley, for 
the CO~SS!OD staff. 

OPINION - ... ----~ 
~blic heariDg W2$ hele before ExamiDer Power at Bakersfie!d 

0'0 December 12, 1962, ~d the matter was submitted at that time. 

The area sought to be served is located approximately four 

miles west a.:nd ODe mile south of the ceoter of the City of 'I'ehacb.3.pi, 

Kern Cott::l:y. '!he level of the terrai'O is at or %lear :he 4100 foot 

cor.~our line. The nearest water service is the c1CY-OWDed system 

i: Tc~chapi. ~e Dearest re~lated utility is ~t RosamODd, about 

25 miles :0 ~~e co~thC3St. 

'rhe incorporators of applicant o~ two wells immediately 

80Uth of the ?roposed service area.. Both aze l4" i%l diameter.. Well 

No. 1 is 208 :~et deep aDd Well No. 2 is l6S feet deep. A' 12,500-

gallon storag~ t~k will be i~stal1ed at ~ elevation of approxi­

maeely 4,400 feet iD the southwesterly part of the eract.. This will 

proviae gr.avi~ floW' .:It 25 - 125 poUDds pe:: square itJcb. pressure .. 

PT.~ssure reGuetio~ will be DCCeS$Ary i~ the 'Oortheasterly portioD of 

~hc prot'osed area. 

'!he c:.pplicaIlt's propo8al~ i'O its fin8.Dcial 8Speet~ cannot 

oe entertaiDcd 'by the Comm1ssio~.. This proposal covers 116 services. 
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~s envis~ged by ~?plic~t most of the necessary capital would be 

in the form of advances for eODstructio~. the over-all figures set 

forth iD Exr:'l.ibi t A to the ~e...,ded applic3.tiot) ae: Appliea:ct' s co:o­

:ribu:ion, $34,990; subdivider's total adv~ces, $58,170.50. 

In additio~ to the si:uatioD respecting adv~ces ~or co~­

structiOD the rate proposal is unrealistic. This proposal 1Dcl~des 

~ meter ol.:limu:n ra.te of $51 pe: ye~ (i.e. $4.25 per month) with 

an entitlemet)t of 900 cubic feet per. month. The flat r~te propoced 

is $45 p~r year for a si=gle family re~ice~ce with ~ added charge 

vf $22.50 per year for each &dditional residential UDit. The r~tes 

as proposed may not meet the estimated expenses of $8,495 per year 

(116 x 45 = $5,220; 116 x 51 = $5,916). 

It ~ppears, however, that if app11caDt were authorized to 

~?ply equity financing to all p!~t to be i~stalled in the a:ea 

south of the no:therly bOu:ldl'..ry liDe of Tract No. 2587, many bad 

features of the proposal would be elimiD~ted. Tract No. 2587 is a 

s:ri~g of lots of approximately ODe acre each ~~tendiDg i~ 4 ge~er~l 

~or~nc;ly ~d southerly direction. Applicant's investcent to service 

the rlIe~ sou,therly of caid x::orther1y 1ille of e.."l.at tract, basco:! upon 

~s~imates in ~~ibits A, 3 aDO D to the amended a?plicatioD, would be: 

OrgaDization ••••••••• ¥ ••••••••••••••••••••••• 

?roouctioD ?laDt •••••••••••••••••••••••••••••• 
Stor~g~ Tank ••••••.••••••••••.•••••.•••••••••. 
T=aos~ssioD ~~ns ••••••••••••••••••••••••••• 
Distributio,;) M.a.-i;:os ............................. . 
Meters: 47 at $50 each •••••••••••••••••••• 
Scr\~ces: 47~: $lO each .................... . 

Total Plaxlt 

tess !..aT.ld (well site) aIld o:'ganizCltio:l 

Depreci~ble PlaDt ...•..•..........•....••.... 

$ 1,000 
14,195 

1 .. 990 
9~855 

11,752 
2,350 

470 
'"C1,612 

5 .. COO 

36,612 

Northerly of that line -?pp1:::c~t should extCllc u:oder its 

:0 all 116 lots included iD its pro?Osa1, $45,458 ~lll have been 

reec~v~d as advaDces for co~structioD aDd its cqci~ positio= will 

have be~ll increased by investment in ~~ck-up pl~t as follows: 
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69 Meters at $50 each ••••••••••••••• 
250-Barrel Storage Tank ••••••••••••••• 
Pressure Tank aDd Regulator •••••••••• 

Total .................... ., • • "1 •• 

$ 3,450 
1,990 

650 
.$ 6,090 

Total equity finallciIlg will thus be $47,702 arld total 

advaDces for co~struction will be $45,458. This is a ratio of 

advances to net plact of 4a.S perCeDt. Applicaot is placed on notice 

th.at it will ~ot be permitted to i:ncrease 'this ratio above 50 perceDt 

without specific authorization by this Commission. 

It appears that a flat rate of $72 per year and a metered 

minimum of $63 pe. year for me:ers of the 5/8 x 3/4-1nchsize will 

more nearly fit the situation tha.n the proposed rates. 

AsSlJllliDg an iDcome of $72 per service axld 47 services,. a 

hypothetical result of operation for the first year would be: 

Revenue ($72 x 47) •••••••••••••••••••• 

Deductions from Revenue 
ExpeDses •••••••••••••••••••••••••••• 
Ad Valorem Taxes (7% of -t of $40,612) 
Income Taxes ••••••••••••••••••••••••• 
Depreciation (3% of $36,610) ••••••••• 

Iotal Deductions ••••••••••••• 

Net ReveDue ••••••••••••••••••••••••••• 

•••••••••••••••••••••• 

.$ 3,.384 

1,504 
711 
100 

1,098 
3,.~3 

(29) 

41,063· Average Rate Base 

&ate of &eeurn Neglig:£.'!:>·le Loss 

(Red Figure) 

Applic~t ~ applied for authority to issue shares of its 

DO par value C01XlmOt) capital stock. The applicD-tiot) requests 3,.700 

shares stated to have a value of $37,000. It was proposed 1:0 issue 

stock to applicant's directors~ three in number, to provide funds 

for the well site and cash Deeded to construct the plant. Since the 

equi~ fiDaDciDg contemplated by the followi~g order is greater ~ 

that it) the ~pplication, the excess over $37,000 should be by ~ 

8CCOUDt advances. 
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The Commission finds that: 

1. Public convenience and necessity require that the applica­

tion be granted to the extent set forth in the followiDg order. 

2. Applicatlt possesses the financial resources to construct 

aDd operate the proposed water system. 

3. !'he rates set forth iXl Appendix A attached hereto are fair 

and reasonable for the service to be rendered. 

4. ApplicaDt's water supply aDd distributioD facilities will 

?rovide reasonable service for the certificated area and meet the 

~nimum requirements of General Order No. 103. 

5. Applicaxlt has Dot applied for a water supply permit from 

the health authority having jurisdiction. 

6. The application supports $47~700 of equity fiXlancing; how­

cvcr~ in accordance with Section 819 of the Public Utilities Code~ 

:hc Commission cannot authorize applicant to issue more Chan $37~OOO 

stated value of stock, as requested in the application. 

7 • The money ~ property or labor to be procured or paid for 

by the i$sue of the stock herein authorized is reasonably required 

for the purposes specified herein, and such purposes are not~ in 

whole or i~ part~ reasonably chargeable to operating expenses or to 

income. 

8. Because of the proposed future expanSion of the water sys­

tem, it is appropriate ~t the 2l-lot Tract No. 2587, the 17 lots 

adjoining that tract to the west, aDd the 9 lots in the southwest 

corner of the area certificated herein, should all be considered as 

the initial development. The main extensio~ rule to be filed by 

applicant need not apply to that initial development. 

The certificate herei~after granted shall be subject to 

:he following provisiono£ law: 
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!he Commission shall have no power to authorize the 
capitalization of this certificate of public co=­
vetlience aXld Xlecessity or the right to OWll"operate, 
or enjoy such certificate of public conveoieXlce and 
necessi ty in excess of the. amou:ct (exclusive of arry 
tax or annual charge) actually paid to the State as 
the consideration for dle issWlllce of such certifi­
cate of public conveDience and necessi ty or right:. 

In issuing our order herein, we place applicant and its 

shareholders on Dotice that we do not regard the Dumber of shares 

outstallding:. the total par value of the shares :cor the d1videtlds paid 

as measuring the return applicant should be allowed to earn OIl its 

investment in plant and that the approval hereitl g1 vet) is 'DOt to be 

construed as a finding of value of applicant's stoCk or properties 

tlor as iDdicati ve of amounts to be included ill e future rate base for 

the determination of just axld reasonable rates. 

IT IS ORDERED that: 

1. A certificate of public convenience and necessi~ is 

granted to Gratld Oaks Wa.ter Colllpa:cy, a corporatiotl, authorizing it 

to construct aDd operate a pUblic utility water systen for the dis­

tribution aDd sale of water within the area requested and as delil'l­

eated on the map attached to the amended applica't1OD and as designated 

Exhibit B thereto. 

2. After the effective date of this order, applicant 1s author­

ized to file the rates set forth i~ Appendix A attached to this 

order, to be effeetiveoD or before the date service is first fur­

nished to the public UDder the authority herein graDtecI, together 
• 

with rules aDd a tariff service area. map, acceptable to 1:b.is Com­

missiotl and in conformity with General Order No. 96-A. After bavi2lg 

been so filed, such rates, rules 8.tld tariff service area map shall 

become effective upon five days' Dotice to this CommissioD and to 

the public. 
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3. MaiD exteDsions to serve areas other tb8n those fOUlld 

hcrei"O to be the "i"Oi tial eevclopmetlt" shall be made by 4pp11cant 

in accordance with its filed maitl extensioD rule. 

4. Withi~ ten days after the date service is first retldered 

to the public UXloer the rates and rules authorized hereit), applicant 

$,hall so notify this Cotmnissio'D ill writing. 

5. Withi'D thirty days after the system is placed i'D operation 

under the rates aDd rules authorized herein, applicant shall file 

four copies of a compreh~si ve map, draw to an i'Ddicated sca.le of 

Dot more than 400 feet to the iDch, deliDeaeiDg by appropriate mark­

ings the tr~et of land aDd territory served; the principal water 

~~oductioD) storage anci distribution f~cilities; aDd the loeaeion of 

~he various water system properties of appl1caDt. 

6. Beg1~'DiDg with the year 1963, app.licant shall determine .,;/ 

d~preciatio'D accruals by multiplying the depreciable utiliey pl~t 

by a rate of 3 percent. l'his rate shall be used UXltil review itlc1i­

ea.tes that it should be revised. ApplicaDt shall review 'the depre­

ciation rate, usiog the straight-line remai'Ding life method, when 

major changes in utility plaDt composition oeeur and at illtervals of 

not more tbaxl f1"JC years, atld shall revise the above ra.te in CO%l­

formatlce with such reviews. Results of these reviews shall be sub­

mitted to this Commission. 

7. Prior to the date service is first furt1ished to the public 

~der the rates aDd rules authorized herein, applicant shall (a) 

apply to the appropriate public health authority for a water supply 

,ermit for the system which will ~erve the area herei~ certificated, 

.znd (b) report to the Co'lXlrlliSSioll in wri tiDg, withiD ten days there­

after, that such applicatioD has beell made. 

8.. AP?licaxlt, for the purposes herein sc't forth., ma.y isscc 

Dot to exceed 3 7 700 shares of its no, par value common capital stock 

4: c stated value of $10 per share. 

-6-
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9. ApplicaDt shall file with this Commission a report or 

~eports as required by General Order· No. 24-A, which order insofar 

as applicable is hereby made a pare of this order. 

10. !he certificate hereiXl granted and the authority to %'eX3der 

service UDder the ra.tes and rules au.tborized herein will expire if 

not exercised ~thin one year after the effective date of this order. 

The effective date of this order' shall be eweD~ days after 

the date hereof. 

Dated a.t ~:n ~ , California, this 

------~----~--------day of ______ A_PR_,T_l ____ , 1963. 

CZ&~~ _ _ ;?-e-
-1"~.4.~-
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AP?tICABIL!'I'Y 

A?P~DIX A 
Page 1 ot 4 

Schedule No. lA 

A,1':Plicable to all metered ~.ator :.erviee f'urnishecl on ~"\ ;).nn"~' 
ba.::is. 

TERRITORY 

'!'he area. known as CrQll.d Oaks -' and vieini ty I located .ab¢ut jJ. mll.o~ 
~eot o~ Te~Chapi, Kern County. 

RATES 

Monthly Quantity Rates: 

F1r:t 600 eu.!t. or 10:$ • • • • • • • • • • 
Next l.t~!OO eu.!t." pe:- 100 eu.!t. • • • • .. • 
N~ 2,000 eu~.; per 100 cuooft. .. .. .. .. .. .. 
Over 4,,000 cu.!t .. " per 100 cu.!t. .. .. .. .. 

Por SIS x 3/4-inCh ~etGr • • 
For 3/4-incll meter • 

.. .. .. .. .. .. 

.. . .. .. .. .. 
Fo:- l-i."'lch meter .. . .. .. - . . ~ 
For It-in~ meter .. .. • • .. .. • .. .. • 
For 2-inch meter .. .. .. .. • .. .. • .. .. 

Per Metor 
Per Mon":.h 

Per I~etor 
POX" Ye:lr 

$ 63.00 
78.00 

l08.00 
l83.oo 
2SZ.00 

The Ar.nu.a.ll:inilnwn CM:ce ., .. :ill entitle t.'lo 
eu=t.omcr to 'the <l,<lantity of wa.tcr each !'l1ont..'l 
which one twol!th o£ t.he a:mual m:1.::limum 
cM:ge ~11 pureh.aso a.t the :1onthly Quantity 
Rate:. 

SPEC!At, CONDIl'IO~S 

1. '!'ho an.."lual minimum ehar6e ~pplies to se:"V'iee dC"in; the 
12-month period. commencing J:;mu:;:rr.l 1 tllld is due in advanco. I! a 
permanent re~ident o£ the ue:J. has been a cus~ of tho utility 

(Conti.'nued.) 
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Schedule ~o. lA 

§i?ECIAL co~n)I'r:::o!':s (Cont:1nued) 

!O';r a.t leo.st. l2 mon:th:;" he may elect" at. t.he 'beg1nning of tho cale:ld.ar 
ye:tr" to po.Y' pror~tec. min.iIn'u:l ch.a:ce~ ~ ae.va."'l.C~ llt intervals or l<:s~ 
thDn one yea:: (monthly" b1mon-t.."l.!y or ~rly) 1."l. accorda."'lce with the 
\:.tilityT~ esta.b~hcc. billing ~rioes !or wa.tor u=ed in exc~=s or the 
monfuly a.ll~"aXlce 'Wlder the an.."'J.ual :ni."'l.i:nu:n c:M.rge. 'When :n~z are 
read. bimont!:!.ly or qua...-te:-lj" -:'l'lo c!"..arse will be cQm?utcd 'by d~Jjng 
or tri~li."lg" respectively., the numbe::- o! cub1c !eet. to which each 
block ~a~~ i~ app:i~lc on a monthly eazis. 

2. The opening bill ~or metered service~ ~y.eept upon conversion 
!rom .:c-J .. o:t. rll:te ~ervieo~ sholl 'be the est.abli:b.ed a.:mU31 ~ eM:"ge 
tor the .::ervice. i·Jh.e:-e initi.ll zor"lice is e~~li:::hec. atter the 
first d:'Jy of any y~" the po:-t1on or sueh ~ eh.a:ge ~,plieable 
to t!lo cu..."'Ten~ ye3J: shall be dcterr.incd by mult1plyi.."'l.F.: t!le :l~ 
ch:J:ge 'by one three hWlC.:'cd. ~ixty-1'i1'th (1/36.5) or the :It!moer or days 
rC'lM.:1ning l.."'l. the calendar ye;.r. The ba.l.lnce or the po.j'l'Ilent 01' the 
i:lit~ 3ll."'l.ual cha:go shall be ered.i~ood again....-t. the cil:l.rgcs tor ~.e 
:uccecdi.."l.~ 3nr.u.:U ~:"!'od.. !! service 1::: not continued for :l:t least 
one :rO::J: a1'ter the ~te of init.ial service~ no retund of the w.tial 
~"lnu.a.l e~ges :b.all be d.ue the cu=temer .. 
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APPLICABIUTY 

APPZNDIX A 
?age 3 or 4 

Sched:.lle No. 2RA 

Appli~lo to all nat rate residential 'Wa.ter service £,..lrDished 
on an armual casis. 

The area. mow. :l.S Gro.ne. Oak::;" :md v.tcinit;r" loca.ted about L. miles 
west or Tehachapi" Kern County. 

RATES 
Per Sc:'viee Co:meet.ion 

Per Year 

Fo~ a single-!amily residential unit" , 
~cluding premises .. .. .. .. .. • • • • .. • 

For e:~ch additional single-family 
residential unit on the ~e premises 
::md served !rom tho same servico 
connection • • • .. • • • • .. .. • .. .. • 

$72.00 

36.00 

SPECIAL CONDIT!ONS 

1. The above i'U:.t rates app~ to service eonneetions not l:u-eer 
t.~ one inch. in dia:neter. 

2. All service not eoverGd. by t.."'l.e above ela.ssi!'i~tions sh.3.ll 
ce i'urnished only on a. motered. b:l.Sis .. 

3.. For service covered cy the a.bove e~si£:Leation::" it the 
utility so ~leets" a meter Shall ~~ installed and ::erviee provided 
under Schedule No. 1A" AnnUQ.l General Metered Serviee" oi'!eetive a.:; 
or the first d3y o! the !ollowinf> ealend.lr month. Wh~re the nat 
rate charge for ~ period h.a.s been p,lid in advance", re.1.\md. 0'£ the 
p~or~ted d1£!erenee between such flat ra.te payment and the minimum 
metor c:h.o.ree !cr the S3mC ?erie<! sll.l.ll be m.de on or before that 
cay • . 

(Continued.) 
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Schedule No. 2RA. 

lu'mUAI. RESIDENTIAL ~ ~ .;;;.;SER;;;;;.;.;..;VI;;;.;CE~ 

SPECIAL CONDITIONS (Continued) 

~. The annUAi flat r~tc charge ~pplies to service during the 
l2-month period commencing Ja:nuary 1 ~ is due in advance. It a 
permanent resident or the area has 'been a. customer or the utility 
tor at least l2 month::" he may elect". a.t the beg1nning or the 
calendar ye~" to pa7 prorated flat rate chArges in ~evance at 
intervals or lcz: tlu..n one year (monthly" b1monthly' or qua.rte%'ly) 
in ~ccordance with the utility'z established bi"ing periods. 

S. The opening bill for £'lat ra.te ~ce shill be tho 
esta'bli::hed annual nat ra.te charge tor the se%Y.i.ce. Where initial 
service is established. :liter the first d:J.y of my Yc:J:l'" the portion 
of :uch ::umua.l charge appl1ca.ble to the current year =hall be 
d.etermined by multiplj"lng the ::umual charge by one three h1mdred 
sixty-1'if'th (l/36S) of the n\lmber 01' days remaining in the 
calendar year. '!he balance or the payment or the ini ti31 anxlu.oll 
'eMrge shall be credited. .againct the c:ha.rgez tor the succeeding 
annual period.. Ii' servico is not continued tor at le.3..st. one yo:J.r 
atter the date ot in1ti.aJ. service" no refund or tho ixlitial a:mua.l 
charges shall be d.ue the customer. 


