Decision No. 852418

BETORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In tie Matter of Amended Application

of GRAND 0AKS WATER COMPANY, a

Califoxmia ccxnoxation, for & Cex- Application No. 43906
tificate of Puolic Convenience and Filed November 9, 1961

Nacgisity and for Authority o Issue smended October 1o, 1362
Stock. ,

Deadrich and Zates by Kemnmeth H., Bates,
Sor applicant.

Sicney J. Webb and W. B. Stradley, for
the Comrission stakxi.

Peblic hearirg wes held before Examiner Power at Bakersfield
on December 12, 1962, zrd the matter was submitted at that time.

The area sought to be served is located approximately four
miles west and one mile south of the certer of the City of Tehachapi,
Kern County. The level of the terrain is at or near the 4100 foot
contour line. The nearest water service is the city-owned system
iz Tchachapi. The Dearest regulated utility is at Rosamond, about
25 miles %o the southeast.

The incorporators of applicant owr two wells immediately
south of the proposed service arca. Both are 14" in diameter. Well
No. 1 is 208 fzet deep and Well No. 2 is 168 feet deepr. 4 12,500~
gallon storagze tank will be ipstalled at an elevation of approxi-
mately 4,400 feet in the southwesterly paxt of the tract. This will
provide gravity flow at 25 - 125 pounds per square inch pressure.
Fressure recuctior will be necessary in the portheasterly portion of
whe proposed area.

The apﬁlicant’s proposal, in its fipancial aspect, cannot

oe entertaived by the Commission. This proposal covers 116 sexrvices.
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As envisaged by applicant most of the necessary capital would be
in the form of advances for construction. The over-all figures sct
forth in Exiaibit A to the amended applicatio» zre: Applicant's con-
tribution, $34,990; subdivider's total advances, $58,17C.50.

In addition te the situation respecting advances Zoxr ¢on-
struction the rate proposal is unrealistic. This proposal ivcludes
¢ meter minimum xate of $51 pexr vear (i.e. $4.25 pexr month} with
an entitlement of 900 cubic feet per month. The £lat rate propoced
is $45 per year for a sizngle family recidence with ap added charge
of $22.50 per year for ecach additional xesidential upit. The rates
as proposed may not meet the estimated expenses of $8,495 per year
(116 x 45 = $5,220; 116 x 51 = §$5,916).

it oppears, however, that if applicant were authorized to
2pply equity fipameing to all plant to be installed ip the area

soutin ¢f the northerly boundery line of Tract No. 2587, many bad

features of the proposal would be eliminated., Tract No. 2587 is a
string of lote of approximately ome acre each extending im a gezeral
20rthexly and southerly direction. Applicant's investment to service

the ares southerly o¢f said rortherly live of that tract, based upon

Organization L AL L B A B B A B N N L B A N N N R A R N $ 1,000
Production let ® O E808LESPELIHSDSSIPPINTIILAEESS 14’195
S$torag? TADK eceeveececcssnscsncersssasvevancass L2990
T:ansmission Nbains L B O B BN O B BV S B B B A N N O B N N N W N A N Y N J 9’855
Distribution Maizs oo Poossbrosor e oo annereen 11,752
Meters: 47 at $50 eaChl ..vecveeccecscnnceae 2,350

SQ'J:ViCCS: 47 a: 310 eaCh R X RN N NN N W AN R NN AW Y 470
Total Plant Z1,61Z
Less Land (well site) and orgzanization 5.C00

Depreci&ble Plant LA A A A B L A K A B I L B B A N B B B N N N BN 36’612

Noxtherly of that linc spplicant should extend undexr its
Toin extension rule to be £lled. I1If and when it completes extesnsions
zo all 116 lots inecluded in its proposal, 545,458 will have been
received as advances for construction and its equity positior will
have been increased Ly investment in dack-up plant as follows:
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69 Meters at $50 €2CR ..icceeevesesess $ 3,450
250-3&1‘!61 Storage T&Dk sossascsssossnens 1,990
Pressure Tank and Regulator .eeeeeccees 650

Total -...-.....‘...........-‘.. $ 6,090

Total equity financing will thus be $47,702 and total
advances for construction will be $45,458. This is a ratio of
advances to met plant of 48.8 percent. Applicant is placed on notice
that it will vot be permitted to ipncrease this ratio above 50 percent
without specific authorization by this Commission.

It appears that a flat rate of $72 pexr year and a metered
minimum of $63 per yeax for meters of the 5/8 x 3/4-inpch size will
more nearly fit the situation than the proposed rates.

Assuming an income of $72 per service and 47 services, a
hypothetical result of operation for the first yeax would be:

Revenue ($72 X 47) veeeceeevvssasecenes $ 3,384

Deductions from Revenue

EXPEDSCS sececsececessnncccnscccocans 1,504

Ad Valorem Taxes (77 of % of $40,612) 711
Income Tmces cSeoessoeSSaseTSERISPTPTOISTBDBBTOTRTRSD 100

Depreciation (37 of $36,610) .cceeeeees 1,098
Total DedUCLIONS weevnvossonns 3,613

Net REVEDUC wuveeeeoensosscecccsossanas (29)

Average RATe BASE svececcceveccasscncaes 41,063

Rate of Returm Negligible Loss

(Red Figure)

Applicant has applied for authority to issue shares of its
no par value common capital stock. The application requests 3,700
shares stated to have a value of $37,000. It was proposed to issue
stock to applicant's directoxrs, threce in number, to provide funds
for the well site and cash needed to comstruct the plant. Since the
equity fipancing contemplated by the following order is greater than
that in the application, the excess over $37,000 should be by open

account 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 forxth in the following order.

2. Applicant possesses the fipancial resources to construct
and operate the proposed water system.

3. The rates set forth in Appendix A attached hereto are fair
and reasongble for the service to be rendered.

4. Applicant's water supply and distribution facilities will
provide reasonable sexrvice for the certificated area and meet the
minimum requirements of General Order No. 103.

5. Applicant has not applied for a water supply permit from
the health authority having jurisdiction.

6. The application supports $47,700 of equity fivancing; how-
evexr, in accordance with Section 819 of the Public Utilities Code,
<he Commission camnot authoxize applicant to issue moxe than $37,000
stated value of stock, as requested in the application.

7. The money, property or labor to be procured or paid for

by the issue of the stock herein authorized is xeasopvably required

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

whole or ir part, reasonably chargeable to operating expebses or to
income.

8. Because of the proposed future expansion of the water sys-
tem, Jt is appropriate that the 2l-lot Tract No. 2587, the 17 lots
adjoining that tract to the west, and the 9 lots in the southwest
cormer of the area certificated herein, should all be considered as
the initial development. The main extension rule to be filed by
applicant need mot apply to that inmitial development.

The certificate hereinafter granted shall be subject to

the following provision of law:
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The Commissiorn shall have no power to authoxize the

capitalization of this certificate of public con-

venience 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 ¢r anoual charge) actually paid to the State as

the consideration for the issusnce of such cerxtifi-

cate of public convenience and necessity or right.

In issuing our order herein, we place applicant and its
shareholders oo motice that we do not regard the number of shares
outstanding, the total par value of the shares nor the dividends paid
as measuring the retuxrn applicant should be allowed to earm op its
investment in plant and that the approval herein given is not to be
construed as a finding of value of applicant’s stock or properties
nor as indicative of amoumts to be included in 2 future rate base for

the determipation of just and reasonable rates.

IT IS ORDERED that:

1. A certificate of public convenience and vecessity is
granted to Grand Oaks Water Company, a corporation, authorizing it
to comstruct and operate a public utility water system for the dis-
tribution and sale of watex within the area requested and as delin-
eated on the map attached to the amended application and as designated
Exhibit B thereto.

2., Aftexr the effective date of this ordex, applicant is author-
ized to file the rates set forth in Appendix A attached to this
ordexr, to be effective on or before the date sexvice is first fur-
nished to the public under the authority hexein granted, together
with rules and a'éariff service area map, acceétable to this Com-
nission and i conformity with Gemeral Oxder No. 96~A. After having

been so filed, such rates, rules and tariff sexvice area map shall

become effective upon five days' notice to this Commission and to
the public. |
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3. Main extensions to sexrve areas other than those found
hexein to be the “initial development” shzall be made by applicant
in accordance with its filed main extension rule.

4. Within ten days after the date service is first rendered
to the public under the rates and rules authorized herein, applicant
chall so notify this Commission in writimg.

5. Within thirty days after the system is placed ip operation

undex the rates and rules authorized herxein, applicant shall file

four copies of a comprehensive map, drawn to an indicated scale of

not moxe than 400 feet to the inch, delineating by appropriate mark-
ings the tract of land and terxitory served; the principal water
production, storage and distribution facilities; and the location of
the various watexr system propexties of applicant.

6. Begiooing with the year 1963, applicant shall determine .~
depreciation accruals by multiplying the depreciable utility plant
oy a xate of 3 percent. This rate shall be used wotil review indi-
cates that it should be revised. Applicant shall review the depre~
clation rate, using the straight-line remaining life method, when
major changes in utility plant composition occur and at intervals of
not more than five years, and shall revise the above rate in cop-
formance with such reviews. Results of these reviews shall be sub-
mitted to this Commissioen.

7. 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 £or a watexr supply
~ermit for the system which will serve the area hexein cextificated,
and (b) repoxt to the Commission im writing, within ten days there-
after, that such application has been made.

8. Applicant, for the purposes herein sct foxth, may issve
not to exceed 3,700 shares of its mo par value common capital stock

at ¢ stated value of $10 per share.
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9. Applicapt shall file with this Commission a report or
xepoxts as required by General Oxder No. 24-A, which oxdexr insofar
as applicable is hereby made a part of this orxrder.

10. The certificate herein granted and the authority to reodexr
sexrvice under the rates and rules authorized herein will expire if
not exercised within onme year after the effective date of this oxder.

The effective date of this order shall be twenty days after

the date hereof.

Pated at San Fyrancisco » Califormia, this 45 (2

day of ' APRIL

Cqm"i’ssfoners
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ATPENDIXL A
Page L of L

Sehedule No. XA
ANNUAL GENERAL METERED SERVICE

APPLICABILITY

Applicable to all metered wator cervice furnished on an annval
basis.

TERRITORY

The area lmown as Grand Oaks, and vieinity, located about L miles
west oX Tehachapl, Xern County.

RATES
Per Metor

Per Month
Montaly Quantity Rates:

First 600 cuufte Or 2655 = = « $ 5025
Next 1,400 cu.ft., per 1C0 cu.ft. =30
Next 2,000 cu.fi., per 100 cu.ft. #26
Over 4,000 cu.ft., per 100 cu.ft. «23

Pex lMetor
Poxr Year
Anmual Mindimum Charge: o

Tor 5/8 x 3/u-ineh metor .. $ 63.00
For 3/L~ineh meter .. 78.00
For 1=inch meter .. 108.00
For 13-inch meter .. 183.00
For 2~inch meter . s 252.0C

The Annual Minimm Charge will entitle tho
customer to the gquantity of water each month
which ¢ne twelith of the aanual minimum
charge will purchase at the Monthly Quantity
Rates.

SPECIAT, CONDITIONS

e Tho amwal minimum charge applies to service during the
l2=month period coemmencing January 1 and is due in advance. If a
permanent resident of the areca n22s been a custamer of the utility

(Continued)
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Schedule Ne. 14
ANNUAL GENERAL METERED SERVICE

SPECTAL CONDITZIONS (Continued)

for at least 12 months, he may elect, at the deginning of the calendar
yedr, 10 pay prorated minimum charpes in advance abt intervals of lesc
than one year (monthly, bimonthly or quarterly) in accordance with the
vtilityTs established billing perioeds for water used in excers of the
montaly allowance under the anmual minimm charge. When meters are
read bimonthly or quarterly, the charge will be computed by douwdbling
or tripling, respectively, the number of cubic feet to which each
block rate is appiicable on a monthly basis.

2. The opening bill for metered service, except upon conversion
from flat rate service, shall be the eztablished amnual minfmm charge
for the cervice. Vhere Initial service is estadliched after the
Lirst day of any year, the portion of such ammual charge asplicable
to the current year shall be determined by rmultiplydng +he mnual
charge by onc threc hundred sixty-rifth (1/365) of the number of days
remaining in the calendar year. The balance of the payment of the
indtlal annual charge shall be credited against the charges Zfor the
succecding annual period. If service is not continued for at least
one yeur after the date of initial service, no refund of the initial
annual charges shall be due the custemer.
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APPENDDL A
Page 3 of L

Schedsle No. 2RA
ANNUAL RESIDENTIAL FLAT RATE SERVICE

APPLICARIIITY

Applicable to all fla rate residential water service furnished
on an annual basis.

TERRITCRY

The arca imown as Grand Qaks, and vicinity, located about L miles
west of Tehachapi, Kern County.

RATES
Per Sexvice Connection
Peyr Year

For a single-family residentiol unit, .
neluding Premises o = ¢ o v o o 2 & o o 372.00
For each additional single-family
residential uwnit on the same premises
and served Irom tho same servico
COMNECLION o ¢ o o » o v ¢ 0 o o o o » 36.00

SPECTAL CONDITIONS

1. The above flzt rates apply to service comnections not larger
than one inch in dizmeter.

2. All service not covered by the above classifications shall
be furnished only on a metered basis.

3. For service covered by the above classifications, if the
utility so elects, a meter shall ¢ installed and service provided
under Schedule No. 1A, Annual General Metered Service, e¢ffective as
of the first day of the following calendar month. Where the £lat
rate charge for a period has been paid in advance, refund of the
proraved difference between such flat rate payment and the minimum
meter charge for the same period shall be made on or before that
éay.

(Continued)
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Schedule No. 2RA
ANNUAL RESIDENTTAL FIAT RATE SERVICE

SPECIAL CONDITIONS {(Continued)

L. The annual £lat rate charge applics to service duming the
12-month period commencing January 1 and is due in advance. If a
permanent resident of the area has been a customer of the utility
for at least 12 months, he may elect, at the beginning of the
calendar year, t0 pay prorated flat rate charges in advance at
intervals ¢f less than one year (menthly, bimonthly or quarterly)
in accordance with the utility's established billing periods.

5. The opening bill for flat rate service shall be the
established annual flat rate charge for the service. Where initial
service is established after the first day of any year, the portion
of such annual charge applicable 10 the current year chall be
determined by multiplying the anmnual charge by one three hundred
sixty=£ifth (1/365) of the number of days remaining in the
cadendar year. The balance of the payment of the initial annual
charge shall be credited against the charges for the succeeding
annual period. If service is not continued for at lcast one year
after the date of inditial service, no refund of the 4dnitial annmual
charges shall be due the customer.




