
Deci$ion No. -------67598 ; 

BEFORE !HE PUBLIC UTILITIES COMMISSION OF 1EE STAlE OF CALIFORNIA 

Appj.ic~tion of lmR..~O VIEW WATER ) 
COMPM"Y, L,'C,., a C~lifo~ia coxpo- ) 
~~tion~ fo~ a certi£ic~te of public ) 
convenience and neccssi~y to ) 
ope:~te a public utilities water ) 
system and to establish rates for ) 
wa~~r sexvlce in ~~ area described ) 
as Tract No. 306, S~n Luis Obispo ) 
County) C.:lifomio U'!l~~:: Sect-Lon ) 
1001, e~ $eq~, cf ~nc Public Utili~ ) 
~ies Code of ~hc State of ) 
C.;llifornia, and for a permit to 
issue capital stock of applicant 
co,;pora:ion. 

OPINION ...... ~ ...... -- .............. 

A~plieation No o 46202 
(YiL~C Feb:~~%y 17, 1964) 
(P=cn~cc April S, 1964) 

Appliear.t h~s requested a cereificatc of public eonven­

ie~ec and neeessity to construct and oper~tc 3 public utility water 

system in San Luis Obispo County. Authority to issue stock is also 

rcquestedft An engineer of the Hydraulic Branch of the Commission's 

Utilities Div;.sion made ~ field invcstig~tion. A copy of his 

report, date" Jtme 18, 1964, will be designated Exhibit No.1. 

Both applicant and the developer ~orro View Company, 

Inc.) arc owned by E.'lrl G. Ro~, Jr., of Odessa) TeXiJs .and his 

wife. '!he Rod:l:lulns do not prescutly O'C4n or operate any pub1.ic 

ueility water system in California. 

rae area for which a certi£ic~te is requested is known as 

Cabrillo Estates, Tract No. 306, and is loc~ted within portions of 

Section 24, TOWnship 30 South, Range 10 East, M.D.B.&!vI.) ~n Luis 

Obispo County. It includes about SO acres divided into 136 lots 

and is located about· one mile south of the COIlmltlnity of B<lywood 

Park and about four miles south of Morro B~y. Lots 4ver~gc ~bout 
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A. «;202 61 

11,000 square feet in area. 111ey arc to be sold, without bouses 

constructed thereon, to individual buyers. 'Vlben the majority of 

the lots in Tract No. 306 are sold, the developer anticipates 

further residential subdivision of surrounding property, totaling 

t:Jbout 300 aerO's, which it owns or controls. The developer's 

property ranges from appro~tely 150 feet ~bovc sea level in the 

north to SOO feet in the south. Tract No. 306 ranges from 

oppro~tely 300 feet to 600 feet in elevation • 
. 

The water system closes~ to this tract is that of Los 

OSO$ Valley ~Jater Company, a public utility water system under 

the jurisdiction of this Cotmnission. It is a?proximately one 

half mile away from the initial a:cca to be served. !be developer 

of Tract No. 306 origi~lly requested service from los OSO$ Valley 

Water Company, but because of the inability or unwillingness of 

tbis company to extene service to this area, applicant corporation 

was formcd~ A s~ll mutual water company also operates nearby 

but was not capable of extending service to the area~ 

A 16-inch diameter well, located about 1,000 feet north­

west of Tr~ct No. 306, w~s drilled to a depth of 500 feet. It was 

test p~ped for 3 period of 27 hours at a rate of 540 gallons pc: 

minute~ Applicant plans to install ~ deep-well turbine pump with 

capacity of 300 gallons per minute, di:ccctly connected to a 60 hp 

elcctrlc motor. This unit is to be designed to deliver 300 gallons 

per minute into 3 2l,OOO-gallon galvanized steel storage tank 

located at the well site, at an elevation of 175 feet above sea 

level. Two booster pumps with 3 :rated capacity of 300 gpm each 
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will be installee to p~ the water about 4,000 feet to an 34,000-

gallon steel t~lllt loc~ted at :be south edge of the tr~ct. !be 

bottom of the tank will be a~ an elevation of 650 feet. Water 

service within the tract will tben be furnished primarily on a 

gravity flow basis from storage. A chlorinator system re~uired by 

the County of San luis Obispo will be i:lS't:alled at the well. site. 

The w~ter supply requirement for 'tract No. 3'06, when 

fully built up, is estimated to be about 250 g~llons per minute. 

Toe maximum daily demand is ~nticipated to be about 40,000 gallons 

per &y. Average usage is estimated to be considerably le~s. It 

~ppcar~ that ~bc proposed 84,OOO-gallon storage ~nk will be of 

sufficient size to provide water for several d-~s' average consump­

tion in tbe event the one initial well m.;1y be temporarily out of 

service for repairs, maintenance, or reasons beyond tt"1C control of 

the system operator. As additional units of subdivision are 

developed ~nd additional customers are served, a second well s¢cree 

should be provided. Applicant's representative indicated that 

future plans include an additional well. 

The dist:ibution system ~s planned will consist of ~bout 

5,100 feet of 8-inch, 5,200 feet of 6-ineh, and 1,400 feet of 

4-ineh Class 150 asbestos-cement pipe, laid in streets within the 

a::-ea to be clevelopedo The maj ority of the servi.ee ecmnectionc to 

be installed in the area will consist of l-inch co?per pipe, 

extending from the distribution main to the property line) brooehing 

to two 3!4-inch services, one to a lot. So:te single services will 

be rcquired~ Elevations wi~~n the area to be served are such ~3~ 

a few lots at the lowest elevations will require pressure reducers 

to be installed on the services. These will be set to limit the 
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~ximum pressure to tha~ set fo:th in the Commissionrs General Orde: 

No. 103. The pressure reducers will be supplied by the applicant. 

Applicant's estimatee cost of utility plant with one well 

will be $110,503. 

The cst~ted utility plant cost of over $800 per customer 

is consiQcred to be quite high when compared with other recently 

constructed systems~ However, it appe~rs that ~y of the facili­

ties being installed are of ample capacity and size to serve many 

more custo~ers than will initially be served in Tract No. 306. 

When adeitional customers are connected to presently proposed 

facilities, with relatively s~ll increase in utility plant~ it is 

~nticipated that the cost per customer ~lll be reduced considerably. 

Correspondingly, the rate of return is expected to incre~se as 

facilities are added in future tracts in accordance wi~h the ~in 

extension rule. 

Applicant has made application to the County of ~n Luis 

Obispo for a water supply permit. 

It is proposed to issue 1,105 shares of common stock, 

with a par value of $100 per share, for plant facilities and 

working cash, in the amount of $110,503. 

Attached to the application is an agreement wherein the 

developer guarantees to pay the water company for any net operating 

loss for a period of 25 years. A financial statement of developer 

attached to the amendment to the application indicates sufficient 

financial resources to ~eet such losses, if necessary. 

Applicant request~ that the following schedule of meter 

rates be established: 
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Qu~ntity Rates: 

First 600 cu.ft. or less •••••••••••••• ~~ •• 
Next 1,400 cu.ft., pe~ 100 eu.ft ••••••••••• 
Next 2,000 cu.ft., per 100 cu.ft ••••••••••• 
Over 4,000 cu.ft., per 100 cu.ft ••••••••••• 

Mil'limwm Charge: 

For 5/8 x 3/4-inch meter 
For 3/4-inch ~etez 

••••••••••••••••••• 
. . 
••• •••• 0 •••• • ••• ••• 

For l-incb meter •••• 8 •• 0 ••••••••••• 

For l~-inch meter ••••••••••••••••••• 
For 2-inco ~tcr ••••••••••••••••••• 

Per Meter 
Per Month 

$ 4.25 
.20 
.16 
.12 

$ 4.25 
4.50 
S.75 
8.00 

16.00 

Applic~nt has also requc$ted that a flat rate of $7.00 

per single-faoily residence, including premises not exceeding 

10,000 square feet in area be est~blisbed, ~lth an additio~l charge 

of 3 cents for each additional 100 square feet of area per month. 

Applicant expects to furnish service p~rily on a flat rate basis 

while the area is under develo~ent. 

It appears that the scbedule of flat rates requested is 

too high when compared with the :ceter tllinimum for a 5/8 x 3/4-S.:nch 

meter. The $7~OO flat rate requested would be equivalent to 2,000 

c~bic feet of water per month under the proposed ~tered rates. It 

is expected that the average residential customer ~ this area ~ 

use considerably less water; therefore, the flat rate should be 

correspondingly less. Based upon an average annual use of 1,200 

cubic feet per month, a rate of $5050 per month appears reasonable 

for a lot up to 12,OCO square feet in area. 

A request for a fire hydrant rate ha~ not bean made, 

although fire bydrants are being installed within the area to be 

servcdo A rate of $3.00 per bydrant per mot:.th will 'be estaolished·o 
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A SUl'J:XIlary of applicant f s estimate of revenues :md expenses 

upon eomplete occupancy of the tract and est~ted rate of return 

is shown ~low: 

Operating Revenues 
($7 x 12 months x 136 lots) 

Expenses z Depreciation and Taxes 
Operating ana P~~ntenance Expenses 
Depreeiation (2.4% of $109,028) 
Ad Valorem Taxes 
State Inco~ Tax 

Total Expenses, Depreciation 
~nd Taxes 

Net Revenue 

Rate of Return (On $110,503) 

7,177 

4,247 

3~87. 

Tbe reeommended monthly flat rate of $5.50 per month is 

estimated to produce $8,976 in gross revenues upon development of . 
':D:act No~· 306~ Further growth in the area with consequent full 

utilization of the facilities being installed willevent~lly 

result in a reasonable return on the proposed investment in utility 

plant~ 

Applicant's proposed composite depreciation rate of 

2.4 percent appears to be reasonable to be applied to this system, 

and should be applied to all depreciable properties within the 

proposed syste~ until review indicates a change~ 

The Con:roission finds that: 

1. Public convenience and necessity require that the appli­

cation should be granted as set forth in the following order. 

2. Applicant possesses the financial resources to construct 

~nd operate the proposed system. 

3. The rates set forth in Appendix A attached bereto are 

fair and reasonable for the proposed sexvice. 
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4. Applic~nt's proposed system will provide re~sonable service 

for the proposed certificated ~rea and meet the min;~ requirements 

of General Order No. 103. 

S ~ '!be water supply will meet the requirements of Gcner~l 

Order No. 103 in tbe i~diatc future. 

6~ A water s~ply permit has been applied for, but not 

o bt.'lincd, from the Public: Health DepartIl:ent of San Luis O;,ispo 

County~ 

7. A composite depreciation r~te of 2.4 perc~t is reasonable 

for this system. 

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

by the issue of the stock herein authorized is reasonably required 

for the purposes specified hercin~ and such purposes are not> in 

whole or in part~ reasonably charge~ble to operating expenses or to 

income. 

The Commis$ion concludes that the application sbould.be 

granted as provided by the following order. 

The certif-.i.cate hereinafter granted sball be subject to the 

following prov~sion of law: 

l:oe Commission shall have no power to autborlze' the 
capi:alization of this certificate of public conveni­
ence and necessity 0: the right to own~ opcrate~ or 
enjoy such certificate of public convenience ~d 
necessity in excess of the ~ount (exclusive of any 
t~x or ~Dnual charge) actually paid to the State as 
tbe consideration for the issu~ce of such certifi­
cate of public convenience and necessity or right. 

The action taken herein is for tbe issuance of a eertifi­

c~te of ~ublic convenience and ~eeessity only and is not to be 

considered as indicative of amounts to be 'included in proceedings for 

the purpose of determining just and reasonable rutes. 
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ORDER. 
-~....---.-. 

IT IS ORDERED that: 

1. A certificate of public convenience and necessity is 

granted to ~10rro View Hater Company, Inc~, authorizing it to 

eonstruct and operate a public utility water ~ystem to serve 

Tract No~ 306, san Luis Obispo County. 

2~ Within one year after the effective date of this oreer, 

applicant is authorized to file the rates set forte in Appendix A 

attached to this order, to be effective 0'0. or before the date 

service is f-lrst furnishcG to the public under the 'authoriey 

herein granted, together w-.i.:eb rt!les ~nd a tariff seJ:Vice area map . 
acceptable to this Commission and in accordance with the require­

ments of General Order No. 96-R.. After having been $0 filed, such 

tariff sheets shall become effective on the fourth ~y after the 

da-=:e of filing. 

30 Compliance by applicant with paragrapb 2 of this order 

sball constitute acceptance by it of the right and obligation t~ 

furnish public utility water service within the are~ certificated 

herein. The authority granted l,erein shall expire unless the 

designated tariff sheets are filed within one year after the 

effective date of this order. 

b... 'Hitbin ten days after the date service is first rendered 

to the public l..ttlder the authority granted herein, applicant sball 

submit written notice ~bcreof to this Comcis$ion~ 

5. Hithin sixty days after the system is first placed in 

operation. under the authority gr.'lntcd herein, .applicant shall file 

four copies of a comprebensive tnOl?, drawn to an indicated seale of 

not more than 400 feet to the inch, delineating by .appropriate 
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~rkinz:; the tt.aet of land <1nc1 'tcrrito%y served; the principal 

water production, storage and distribution facilieLes; and the 

location of the various properties related to applicant's water 

system certificated herein. 

6. Beginning. with tbe ye:::r 1964, <1pplieant shall dete%mine 

deprcci~tion ~ccxuals by multiplying the depreciable utility plant 

by a rate of 2.4 percent. '!his r\ltc sball be used unt"~l review 

indicates that it should be :evlsed. Applicant shall review the 

depreciation rate, using the stra~gbt-line rccaining life method, 

when major cbanges in utility plant composition occur .:me .!It in~­

vals of not more than five years, and shall revise the above rate 

in confo~nce with such reviews. Results of these r~lews shall 

be submitted to this Commission. 

7. Applicant, for the pw:poses herein set forth, may issue 

not to exceed 1,105 shares of its $100 par value per share capital 

stock at par~ 

8. Applicant shall file with this Commission a report or 

reports as required by General Order No. 24-B, which order ins~far 

as applicable is hereby made a part of this order~ 

"rhe effective date of this order shC)ll be twenty days 

after the date hereof. 

~ Dated at 

yg - &yof 

San Frand!CCt , California, this 

JULY , 1964. 
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APPENDIX A 
P~e 1 o£ 3 

Schedule No. :. 

CENERAl METERED SERVICE 

Applic~le to all mcteree ~"3.ter service. 

TERRITORY 

Tract. No. 306,? located. about !CIJr mi1C3 south or 'the CQl'llm~t:r of M~o 
Bay" and 'Vicinity.? Sa..'l luis Cbispo County. 

RATES 

QuQ ti ty Rates: 

First. 600 cu.!t. or less •••••••••••••••••••••• 
Next 1,?400 cu.!t., par lOO.cu.!t •••••••••••••••• 
Next 2,COO cu_£t.~ por 100 cu.it ••••••••••••••• 
OVor 4,,000 eu.!~.,P ~ lCO cu.!t ••••••••••••••• 

z.ti..nimum Charge: 

For $/8 x 3/4-ineh~eter •••••••••••••••••••••••• 
For ~14-~'lch~etor •••••••••••••••••••••••• 
For l~inehmeter •••••••••••••••••••••••• 
For li-ineh meter •••••••••••••• _,_ •••••••• 
For 2-ineh me~r ••••• _ •••••••••••••••••• 

Per Meter 
Per Month 

$ h.2$ 
.20 
.16 
.12 

'!he Mi..~'n.um Charge wm entitle the eust..r.mer 
to the ~u:mtitY' of WA.ter which tb.lt minim'Wl'l 
eha:-ge will ~eh4se a:t. t..De Qt.umt:. t7 Rtl:t()D~ 
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APPLICABILITY 

APPENDIX A 
Page 2 of .3 

Sehec1ule No. 2.~ 

Applieao1e to all !lat ra.te residential water ::erviee. 

TERRITORY 

'l'raet No. ,306". located about fC'Jr miles sou.th o£ the commun1ty ot 
Morro :a.a.y~ and vicinity". San :wis Obispo CWnty. 

RATES 

For a. single-family :es1d.ent13l unit, 
lnel'lld.ir.g premi.3es not exceeding l2,OOO sq.!t. 
~ area •••••••••••••••••••••••••••••••••••••••• 

For each '100 3q.!t. of premi3es in excess of 
12~OOO sq.ft •.....•••.......•••.••.••.•......•• 

SPECIAL CONDITIONS 

Per Servie.e Connection 
Per Mont.h 

$ 5.$0 

1. The a.bove nat rates apply to service c onneetions :not. larger than 
one ineh in c!.ial'r.et.er. 

2. JJ.l service not. covered by the .above ela.ss1!1ea:tiOllS shall 'be 
turnished only on a metered oasis. 

,3. For sorvice eoverod oy the ~ve el:J.:Jsifiea.tio1l3., 1:£ the utility cr 
the customer so olects., a. meter shall b~ wt.nJ.led .and semee provided tUlder 
Seh4X1ule No.1., General Matered Service. 
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AP?LICABILITY 

A,??ENDIXA 
rage:3 or 3 

Schedule No. S 

PUBLIC ~ ... P.'YD ___ P~;.;;,N .... T SERVICE 

Appliee.ble t<> all !ire hydrMt service furnished to mun1eipsJ.ities" 
,dulyorgmized fire districts ~ci other ?Olitieal sUbdivisions or the I3ta:~. 

TERRITORY 

b'a.et No. 306" located about .1'our miles south 0.1' the comnn.m.ity of 
Morro B£I.j" 1 =0. vicinity" &In luis Obispo C01Jnty. 

RATE - Per Month 

For each hYdrant ••••••••••••••••••••••••• $ 3.00 

SPECIAL CONDITIONS 

l. For water delivered for other tr..a.n £'S.ro protection pu:rpozes", eharges 
sh:Ill be made <lot the quantity rates 'IlXldo::" Schedule No. l" Gener~ Metered 
Serv1ee. 

2. The eost ot illstaJ.:lAtion a.."l.d maintenanee r::£ hydrants shill be borne 
by the utility. 

:3. Relocation of :my hyeromt ziW.l 'be at t.he expense of t.he party 
requesting r~loeation. 

1... Fire hydr.mtz sh.lll 'be attaehed to 'the 't!.tility's di3tribution ~ 
upon receipt of proper authorization from tho ~ppro~te publie ~utherity. 
Such wthorization shall designate the ownership" type 4lJld the s1~ r>£ 
hydrant and tho specific l~ca.-:.i¢Xl at which each 13 t;o 'be illstalled •. 

S. The utility will supply only sueh water at such prOZSUl'O'~ ~' be 
~.'v.,.ila.blc trom time to time as, a. result of 1 ts llom.:U. opera.tion of: the 
system. 


