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Decision No.. 69724 

BEFORE '!BE PUBLIC U'l'ILITIES COMMISSION OF l'HE STATE OF CALIFORNIA 

Application of ROLLING GREEN UTILITIES, ) 
INC., for a certificate of public ) 
convenience and necessity to conduct ) 
operations as a public utility gas ) 
system; to conduct operations as a ) 
public utility water system, and for an ) 
order authorizing it to establish rates ) 
for gas and water service ana to issue ) 
common Stock. ) 

) 

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

Application No. 47642 
(Filed June 4, 1965) 

This application seeks certificates for water and gas 

service in an area approximately one mile northwest of the 

unincorpo:ated community of Big Pine, Inyo County. A copy of the 

report of an engineer of the Commission's Utilities DiviSion, Gas 

Section, together with the copy of a gas system maintenance 

contract attached to it will be included in the record as Exhibit 

No.1. A copy of the j oint report of an engineer of the Commis­

sion's Utilities Division, Hydraulic Branch, and a finanCial 

examiner of the Commission's Finance and Accounts Division will 

be included in the record as Exhibit No.2. 

A legal description of the tentative area herein sought 

to be certificated is as follows: 

A subdivision of the Southwest 1/4 of the Northwest 

1/4 and, ,the Northwest 1/4 of the Southwest 1/4, all 

in Section 7, Township 9 South, Range 34 East, 

M.D.B. & M. 

The initial tract of 44 lots (Tract No.1) is officially 

described as being a portion of the Northwest 1/4 of the Southwest 
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1/4 of Section 7, Township 9 South, Range 34 East, M.D.B. & M. 

The subdivisions will be named Rolling Green Terrace. When fully 

developed the tract will consist of 277 lots whose average area 

will be about 9,000 s~uare feet. 

Dean Ttl. ~ight and Beatrice R.. Knight are the organizers 

and owners of applicant and another corporation called Dean W. 

Knight anG Sons, Inc.. (Knight). Knight has an office in Bishop 

which will be available for use by applicant. Knight will develop 

this property. 

Elevations within the requested area range from 3
7
600 

to 3,700 feet. All streets within the area maintain a max~ 

grade of three percent and should not present any unusual con­

struction problems. 

There is a SUbstantial variation in climatic conditions 

in applicant's proposed area with temperatures ranging from a 

minimum of zero degrees Fahrenheit in the winter to a recorded 

maximum of 100 degrees in the summertime. 

The final subdivision map for Rolling Green Terrace 

was approved by the Inyo County Planning CommiSSion in April 1965. 

Gas Utilitv System 

Construction of the gas utility system has not yet 

begun. The system which will serve Tract No.1 has been designed 

by Turner Gas Company (Turner), an experienced distributor and 

developer of LP gas systems. Materials and tnstal1ation will 

comply with the requirements of General Orders Nos. 94-A and 112-A. 

Applicant has presented no, plans or estimates of the gas system 

except that which will serve Tract No.1 .. 

, Liquefied petroleum gas will be delivered by tank truck 

to the tank storage site and will be distributed to the residences 
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in Tract No.1 by means of 2,700 feet of 3-inch, 2-inch, l~-inch, 

I-inch, and 3/4-ineh wrapped steel pipe installed 10 the parkways. 

Gas storage capacity will be provided by six 1,OOO-gallon 

tanks for an es~imated five years. Ultimately, a Single larger 

tank will be constructed outside of the residential area on a 

one-acre site presently owned.by the developer. 

Meter reading and c~stomer accounting will be performed 

by personnel employed by the developer. An office for payment of 

bil!.s and communication with customers will be maintained at the 

office of Knight, in Bishop.. Inspection and maintenance service 

is to be performed by Turner in acco'rdance with an agreement 

between applicant ~nd Turne'r, a copy of which is attached to 

Exhibit No.1. Applicant will pay a maintenance fee eC!uivale~t to 

one-fourth cent per gallon of LP gas delivered to applicant. 

Turner will make pe'riodic gas leakage surveys and will repair 

le~ks found in the system. 

Applicant has provided the staff with a revised esttm3te 

of the cost of gas facilities.. The estimated annual depreciation 

expense and the pro forma balance sheet and earnings statements 

have also been 'revised. A copy of these revised eStfmates are 

attached to Exhibit No.1. These revisions 3're due to a change 

in the original proposed location of the gas storage site to 

that indicated on Exhibit D attached to· the application. The 

revised quantities and sizes of distribu~ion mains also eltminate 

all 1/2-inch mains from the gas system. 

the staff engineer has reviewed applicant's estimates 

for utility plant,. operating 'revenue, and operating expenses. 

Applicant's revised estimated utility plant does not include a 

valuation for the one-acre storage Site to be acquired by the 

-3-



A .. 47642 ied 

utility at a future date.. No val\!2tion has been placed on the 

site where the temporary storage tanks will be located, since 

that site will be used for residential lots when the permanent 

storage facilities are installed. Applicant's estimated cost 

for construction of the gas system appears reasonable. 

Applicant's estimated depreciation expense is 5.7 percent 

of depreciable gas plant. This average rate reflects the uSe of 

temporary storage facilities. Applicant has estimated SO percent 

s~lvage value on the tanks and a five-year total life. When the 

permanent tank is installed, the average depreciation rate should 

be substanti~lly lower. 

Applicant's estimated operating expenses have been 

reviewed by the staff engineer and appear reasonable for the 

proposed operation. 

Applicant proposes a general metered service tariff 

schedule as Exhibit "E" attached to the application. The unit 

of consumption proposed is the therm. The rateS proposed are 

comparable to the rates of other LP gas utilities in the general 

area .. 

Applicant has provided a revised pro forma earnings 

s~atement (Attachment C, Sheet 5) which indicates net annual 

operating income from the LPG operation of $1,084 before Federal 

income taxes. When related. to· rate base of $14,689 applicable 

to the LPG oper~tion, this income provides a 7.4 percent ra~e of 

return.. If an estimate of Federal income taxes had been made for 

this level of income, the tndicated rate of return would be 5.8 

percent. Applicant's estimate is based on full occupancy of 

Tract No.1. During the periOd. prior to full occupancy, applicant 

will not achieve this level of earnings .. 
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Applicant and its sh8reholders are placed on notice that 

net operating losses occasioned by failure of the subdivision to 

develop on a self-sus~ain1ng basis at reasonable rates will have 

to be absorbed by the applicant. 

Water Utility System 

The nearest existing water system to this subdiVision is 

operated by the Department of Water and Power of the City of Los 

Angeles in Big Pine, Inyo County, and is located, approximately 

one mile south of applicant's proposed system. A representative 

of the Deparement of Water and Power has acIvised a staff engineer 

that the Department will have no objection to applicant's pro­

po,secI water system operation .. 

Operation and maintenance of the system will be perfoxmed 

by an employee of applicant who will live within the requested 

area. Billing, collecting and maintaining of recordS will be 

perforced at the office of Knight, in Bishop. 

The source of water supply will be two wells which have 

been drilled within the requested service area. Each of these wells 
. 

is 12 inches in diameter and has been drillecI to a depth of 125 

feet. Single~all steel caSing has been installed fn each of the 

wells and each well has been tested for a yield of 450 gallons 

per minute with a 6S-foot drawdown at the completion of a 24-hour 

test. An examination of the well logs indicates the existence of 

sui~able strata for water production and each well has a static 

water level of eight feet. The wells are each to be equipped 

with a 25-horsepower electric motor directly connected to a deep 

well turbine pump having a deSigned production capacity of 450 

gallons per minute when pumping through a 5,OOO-gallon pressure 

tank and into the distribu~ion mains in a pressure range of 40 to 
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50 pounds per sCluarc inch.. the distribution mains are to- be of 

4-inch and 6-ineh Class 150 asbe$;tos'-eement pipe and the overall 

deSign of the system is, ade~te to provide water service meeting 

the minimum requirements of this Commission's General Order 

No. 103. 

Other publ~c utility water companies in the Owens Valley 

area h~ve a minimum day requirem~nt of 200 gallons per service 

connection in the winter months and a single service maximum 

demand of six gallons per ~inute in summer months. BaSed on this 

recorded use in similar adjacent areaS the staff engineer has 

estimated that the maz~ demand for Unit No. 1 of 44 lots will 

be 264 gallons per ml:cute. At ultimate development" maximum 

demand of the requested area will be 560 gallons per minute. 

Applicant has requested the issuance of a water supply 

permit from the !nyo County Health Department acting for the 

State of California Department of Public Health. Upon completion 

of the dist:ibutionsystem the He~lth Department will take further 

action in processing this application for a water supply permit. 

The proposed distribution system will consist of the 

wellS and pressure tank previously described in this report and 

approximately 1,625 feet of 6-:Lnch Class, 150 asbestos-cement pipe, 

1,637 feet of 4-1nch Class 150 asbestos-cement pipe, 43 services 

of 3/4-inch copper eub~g, and two standard ,fire hydra~t$. Appli­

cant has submitted a revised estimate of the costs of the utility 

plant for the first unit. These costs have been reviewed by the 

staff and found to be reasonable with the exception of applicant's 

estimate of the cost of the lot on which the wells are located. 

This 9,,000-square foot lot has been related to the cOSt on a 

per-acre basis of subdivided and developed l~nd and in this 
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instance ~here are approximately four lots per acre. Applicant's 

estimate of $3,.500 for this lot would result in a cost of $14,000 

pcr acre for land upon which the wells and pumping plant are 

located. The staff engineer has cheeked valuation of Similar land 

in the Owens Valley area and estimates that $2,500 is a more 

reasonable amount for this lot. 

!11e total revised estimated cost of both gas and water 

systems fo= the intisl development, as projected by applicant in 

the zmount of $52,.297, is tabulated below by plant account: 

Plant Facilities 
Gas Water Total -

Intangible Plant $ 1,000 $ 1,.000 $ 2,000 
'Land 3-,.500 3,,500, 
Wells 6,.000 6,000 
S~ructures & Improvements 2,575 2,$75 
Pumpin~ Equipment 7,500 7,.500 
Distribution Mains 4,099 14,673 18,.772 
Services 1,680 860 2,540 
Meters 1,680 1,.680 
Hydrants 500 500 
'I'.s.nkS" etc. 5,230 5,.230 
Transportation Equipment 2:000 2.000 

11}.;: 689 13S!~8. ~S2!.~! 
Applicant seekS authority to issue and sell not to 

exceed 5,500 shares of its $10 par value common s'tock for a cash 

conSideration of $55,000. 

Total cash required for the construction of the initial 

development is as follows: 

Gas facilities 
Water faCilities 
Wo:=king capital 

Total 

$13,.689· 
38,.608 

2,003· 

$54,300 =perT ;' 

Applicant estimates that complete Saturation, of the 

proposed development (277 lots) will take approximately five years. 

!he following tabulation reflects pro forma capitalization, 
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utilizing applicant's ~stimates of water and gas plant f3ciliti~s, 

for both the initial and ultimate development: 

12/31/65 12{31/70 
Amount Percent Amount Percent 

Ca;eitalization 
Common Equity Capital 

Water Division $38,608 71.1 $38,608 27 .. 2 
Gas Division 13,689 25.2 52,200 36.8 

52,297* 96.3 90,808 64.0 
Working Capital 2,003 3.7 2%000 1.4 

54,300 100 .. 0 92,808 65.4 

Advances for Construction 

Water Division 49,042' 34.6 
Gas Division 

Iotal Capitalization $54,300 100.0 $-141,850 100 .. 0 

* Includes $2,000 of organization costs. 

The above tabulation refl~cts a reasonably high ratio of 

equity capital which will provide a sufficient cushion against 

possible financial reverses. 

Applicant has requested authority to establish a rate 

of $-5.00 per service per month for unmetered water service for each 

3/4-inch eonnection. The staff engineer has reviewed this type of 

operation and is of the optnion that applicant should also be 

required to file compatible rates for metered service. Such a 

rate schedule has been ineluded in Appendix B to the following 

order. 

The requested area is not within the boundaries of an 

organized fire protection district. Applicant has not rcquestee 

a rate for public fire protection service. 

Net operatfng losses resulting from insufficient 

saturation of the proposed development should be subsidized by 

applieant's stockholders. 
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The Commission f1~ds that: 

1. Public convenience and necessity require that the appli­

cation be granted as set forth in the ensuing order. 

2. Applicant possesSes the financial resources to conStruct 

3nd operate the proposed systems. 

3_ The money, property or labor to be procured or paid for 

by the issue of ~he stock herein auzhorized is reasonably required 

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

whole or in part, reasonably chargeable to operatins expenses or to 

income. 

4. The action taken herefn is for the issuance of a cer~ifi­

c3te of public convenience and necessity only and is not to be 

considered as indicative of amounts to be included in future pro­

ceedings for the purpose of determining just and reasonable rates. 

5. The rates set forth in Appendices A andB attached hereto 

are fair and reasonable for the services to be rendered. 

6. Applicant's gas facilities will provide reasonable 

service for the proposed certificated area and complY'with the 

requirements of General Oraers Nos. 94-A and l12-A. 

7. Applicantfs water supply and distribution facilities 

will provide reasonable service for the proposed certifica~ed 

area and substantially meet the requirements of General Order 

No. 103. 

8. Applicant has not yet procured a permit for its water 

supply from the public heal~h authority having jurisdiction. 

The CommiSSion concludes that the application should be 

granted as provided by the following order. 

The certificate hereinafter granted shall be subject 

to the follOwing provision of law: 
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!he Commission shall have no power to authorize 
the capitalization of this certificate of public 
convenience and necessi~y or the right t~ own, 
operat~, or enjoy such certificate of public 
convenience and necessity in excesS of the amount 
(exclusive of any tax or annual charge) actually 
paid to the State as the consideration for the 
issuance of such certificate of public convenience 
and necessity or right. 

In issuing our order herein, we place applicant and its 

sh~reholders on notice that we d~ not regard the number of shares 

outstandtng, the total par value of the sr~res'nor the dividends 

paid as measuring the return applicant should be allowed to earn 

on its investment in plant and that the authorization herein given 

is not to be construed as a finding of value of applicant r s" s'tock 

or properties nor as indicative of amounts to be include4 in £U~~:e 

proceedings for the determination of just and reasonable rates. '. 
A public hearing is not necessary. 

ORDER - ..... ..-. ...... -
IT IS ORDERED that: 

1. A certifieate of public convenience anG necessity is 

granted to Rolling Green Utilities, Inc., authorizing it to 

construct and operate a public utility gas system ~ the SO-acre 

area designated as Rolling Green Terrace on the map, Exhibit A, 

attached to the a,pplicatioll. 

2. Applicant shall file in quadruplicate the rates set forth 

in Appendix A attached to this' order with affidavit of the cost of 

propane, to be effective after five days' notice to this Commission 

and to the public on or before the date service is first rendered 

to the public, together with rules governing customer relations 

and tariff service area map in accor(1ance with the requirement s of 

General Order No .. 96-A. 
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3. Applicant shall notify this Commission in writinS of tbe 

date gas service is first rendered to the public under the rates 

and rules herein .:l\l.thori.?;~~ within t:eon d:Jys thereafter .. 

4.. Applie~nt shall determine the accruals for depreciation 

by dividing, the original cost of the utility gas plant less 

estimated futu~e net s~lvage less depreciation reServe by the 

est~ted remaining life of plant. Applicant shall review the 

accruals as of January I follOwing the year service is first 

furnished in the area herein certificated and thereafter when 

major c~nges in utility plant composition occur and at intervals 

of not more then five years. Results of these reviews shall be 

submitted to this Commission. 

S. Applicant shall submit plans for extension of its public 

utility gas system to this Commission prior to any extension of 

gas service outside of Traet No. 1 of Rolling Green Terrace. 

6. Applicant shall file with this Commission monthly 

statements of the heating value of liquefied petroleum g~s 

being served. 

7 • Applicant shall file with this CommiSSion a cepy of any 

future agreement executed by applicant for msintenance and in­

spection services which reVises, supersedes er cancels the existing 

contr.!lct between applicant and'Iuxncr Gas Co., da'Ced July 23, 1965. 

8. A certificate of public cenvenience and necessity is 

granted to Rolling Green Utilities, Inc., authorizing it to 

c~nstruct a public utility water system to serve Rolling Green 

Terrace, near Big Pine, !nyo County, as shewn on Exhibit "Ar ' 

attached to' the application. 

9. Applicant is autherized to file, after the effective 

date of this erder,thc schedules of rates set forth in Appendix B 
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to this order, tariff service area maps clearly indicating the 

boundaries of the certificated area, ap?ropriate general rules, 

and copies of printed forms to be uSed in dealing with customers. 

Such filing Shall comply with General Order No. 96-A and the 

tariff schedules shall become effective on the fourth day after 

~he date of filing. 

10. Applicant shall prepare and keep current the system 

map required by paragraph I.IO .. a .. of General Order No. 103. Within 

ninety days after the effective date of this order, applicant shall 

file with the Commission, two copies of this map. 

11. For the year 1965, applicant shall apply a depreciation 

rate of 2.0 percent to the original cost of depreciable water 

plant. Until review indicates otherwise, applicant shall continue 

to use this rate. Applicant shall review its depreciation rates 

at interv~ls of five years and whenever a major change in de­

?reciable plant occurs. Any revisce depreciation rate shall be 

determined by: (1) subtracting the estimated future net salvage 

and the depreciation reserve from the original cost of the plant; 

(2) dividing the result by the estimated remaining life of the 

plant; and (3) dividing the quotient by the original cost of plant. 

The results of e~ch review shall be submitted promptly' to the 

Cotmnission. 

12. The authority granted herein shall expire unless the 

designated tariff sheets are filed within one year after tbe 

effective date of this order. 

13. Prior to the date service is first furnished to tbe 

public under the authority granted herein, applicant shall apply 

to the appropriate public healtb authority having, jurisdiction for 

a water supply permit for the proposed System an~ succit written 

notice thereof to this Commission. 
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14. Applicant, on or after the effective date hereof and on 

or before December 31, 1965, may issue not to excee4 5,430 shares 

of its $10 par value common capital stock at par for the purposes 

set forth in the foregoing opinion. 

15. Applicant shall file with this Commission a report, 

or reports, as required by General Order No. 24-B, which order 

insofar as applic~ble is hereby made a part of this order. 

The effective date of this order shall be five days 

after the date hereof. 

Dated at l::Sa.n FranclBco , California, this 

SE?T~MaER 7 1965. 
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APPtICABnITY 

A.?PEl-sDIX A 
Page 1 ot 2 

Schedule No. 0-80 

Applicable to general $crviee of propane gas tor cooking, water 
heating, space heating and othe~ domestic and c~~reial usee. 

'!'ER.1UTOR'Y 

A :ubdivision ot the Southwest 1/4 of the r;orthwest l/L. ;Jld 
the Northwest 1/4 ot t."'c Southwczt 1/L.~ ~ in Section 7? Township, 9 
South~ R:l.nge 34 East, 11.D .. B .. & M. 

First 8 'thcr.ms* or Less 
NCY.t 32 Therm!:,t per Them 
Over 40 Thormo, pcr Thorn. 

Per Meter 
Pp!" Month 

$ 2.$0 
2~ .. 0¢ 
22.0¢ 

"~l'hc word "thormH moans one hu.."ld.:-cd. thous~'"ld 
Briti::lh Thermal ur.its (100 .• 000 Btu) 
ThCX'%!lS • US.:lP;O (Cubic Fcet) Yo Btu per cubic £'oot. 

100,000 Etu 

'!he o.bove ci'tective rates are 'based on the toll""''ing !uel cl.'lu:e ~ 
a cost ot propane of 11-3/4 cents pcr gallon. 

Per Meter Per !~onth 

$2.,0 ' 

SPECIA~ CONDITIONS 

1. Service to ":easonal C"tlstO%llcr-," 'Under thi: sched.ulo i: 
available only on an arm:u.al contract requiring an a.d~/.:mCC payment of 
the monthly minimum chArges tor the contract year~ the amount of the 
~v~cc being $30.00. 

(continued) 



A.1J76l1.2 ied 

S?EcrAt CO:JDITIO~~S (ContO.) 

APPENDIX A 
Page 2 ot 2 

Schedule No .. G .. 80 

GE!'JERAL SERVrCE 

2. For gas \:.Sod in excc:.s of eight thems pcr month, the rates 
in effect at any ti~e v~/ with the ~verage cost of liquefied petroleum 
gelS delivered to the plants generating gas ~crvee 'Under this schedwe 
~d shall be determined 1'r~ thc above brlSC ra.tes by ad.di.."lg to or deductine 
thorc~rom, respectively, 1.O¢ per thom for each O.8¢ t~t such c¢st of 
prol'ano is a.bove or below 11.7S¢ per ~on, the cr..:mee i."l rate to be the 
nearest 0 S¢. 

3. When a eha:lee in coct of propane ot more tha.."'l O.80¢ per gillon 
occurs, the Company shall submit to the ?ublic Utilities Co~sion, 
within a period of 15 days, an AdVice Letter and appropriate t..:l.ri!'! 
sc."ledules sett.i.."'lg forth the new e.fi'ccti ve rates :md Accomp~ied by M 
.l..f.fidAvi t of such ehnnge in the cost of propane. '!'ho nC'Vt rt1.te shall 
be o!fcctive on all regular meter ret1.dines taken on or attcr the 
thirtieth day follOwing such c~go L"'l the cost of propa.no. 

4. The ~hrasc "cost of propane", as used in t.~s schedule, 
is the cost of propane purchased from. the supplier including tho 
charges for trucki."'lg and delivery. 
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APPLICABILIT'£ 

APPENDIX B 
?agC' 1 or 2 

Schedule No.1 

GDTERAL METERED SER7ICE 

Applicable t.o all motered water :;crvicc. 

TERR!TORY 

Rolling Creen Terrace and vicinity? adjacent to EighW3Y No. J95~ 
located approximAtely one milo northWest or Big Pinc? L~yo County. 

RATES -
Quantity Rates: 

First l?OCO cu..!'t. or less • • • • • • • • • .. . 
Next 2,OCO.cu.!'t.? per 100 cu.!t ........ . 
Next 7,000 cu..ft., per 100 cu..ft ...... . 
Over 10,000 eu.!'t.? per 100 cu..!'t. •• • ... . . 

Y,d.n:1Jn'um Charge: 

For S/8 x 3/4-inch meter 
For 3/4-ineh meter 

. . . . . . . . . . . . . . . . . . . . . 
For 1-1neh moter . . . . . . . . . . 

'!he ~'W'!l Charge w..i.ll cnti tlc the c:u:::tomer 
to the quantity of water which that rnini."m.lm 
ehuge will purchase at the Quantity Rates. 

Per l1cter 
Fer Month 

$4.$0 
.30 
.. 2$ 
.20 

SlJ..so 
6.$0 
7.$0 
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APPENDIX B 
Page 2 or 2 

Schedule No. 2R 

RESIDENTIAL ~ ~ SERVICE 

APPlICABIlIT'l 

Applieableto all flat rate residential water service. 

RolJ.i:cg Green Terrace and vicinity ~ adja.cent to P'.ighWD.7 No. 39S~ 
located appro~tely one mile northwest, or 'Big P:1ne~ Inyo CO\mty .. 

RAT'E'£ --
For a ~ingle-!aMily residential unit, 
including premises .. .. • • .. .. .. .. .. • .. 

SP'E<;TAt CONDlTIONS 

Por Service Connection 
P~r Month 

$$.00 

1.. The abovo nat rate applies to service coxmoet.ionz not lD.rger 
than the 3A-ineh :in dirur.etel". 

2. All servico not covered by the D.l;)ove classi!ic:ltion shill be 
furnished only on a metered basis. 

3. For serrice covered by the above cl:l.ss:U'ication~ :i! the utility 
or the customer so elects 1 a meter sh3l1 be installed ar,d. service prOvided 
under Schedule No. l~ General l1etered ~rvice .. 


