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 ORIEMAL

Decision No. 69743

BEFORE THE PUBLIC UTILITIES COMMISSION CF THE STATE OF CALIFORNIA

Application of DEL ORO WATER CO., INC., g

a coxporation, for a certificate of

public convenicnee zné necessity to ) Application No, 46949
construct and opexate a public utility ) (Filed September 2, 1954)
water system in Butte County, Califorvia; )

to establish rzates; and to issuve stock. %

OPINION

General

By this application Del Oro Water Co., Inc., a California
corporation, established in July, 1963, requests a certificate of
public convenience and necessity to covstruct and operate a public
utility watex system ip am unincorporated area approximately 6 miles
noxth of Poredise, Butte County, and authority to establish rates
and to iscue stock.

Approzimately two-thixds of the area requested to be certif-
icated is owned and is being resubdivided by four California coxrpo-
Tations; namely, S & 0 Paradise, Inc.; S & O.InveStment Co,; Fix
Knolls Corp.; and Magalia Coxp., The outstanding shares of capital
stock of each of these four corporations are owned 30 percent by
Frank I. O'Néill, M. Do, practicing in Reno, Revzda, and 7C perecnt
by Sam Fortino, a rezl estate developer reciding in Chico, Cziifornia,
These two mep and Gladys Fortinmo, wife of Sam Fortino, are the
dizeetors and officers of the applicant, Del Oro Water Co., Inec.

The four above-namad corporations and Fortinme Enterprises, Inec,,

a Nevada corporation, owned and controlled by Sam and Gladys Fortino, -"i:
have aannced funds from time to time since 1959 for the copstruction

of the water s&stcm. These five corporations are the proposed prin-

cipal stockholders of Del Oro Water Co., Ime.

-l-
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Service Area

Exhibit'B, attached to the application, is a map of the
aiea for which a cextificate is requested in portions of Sections 13
“and 24, T23N, R3E MDB&M. The area includes a 54.5~acre subdivision
known as Siexra Del Qro Estates Unit No, 1, and approximately 127
acres of the Fir Haven Subdivision, making a total of 18l.5 acres.
The area has approximately 370 residential lots. The size of most
lots ranges from 14,000 square feet to 18,000 square feet, Thexe
are two lots of two acres each., Approximately 131 lots (67 acres)
were sold individually prior to the filivg of this application,
Elevations of the area range from 2,670 feet above seé level in the
northeast corner to approximately 2,400 feet in the s&uthern section.
The final Fir Haveﬁ Subdivision map was approved by t@e Butte County
Planning Commission on January 12, 1955. The final subdivision map
of Sierra Del Orxo Estates Uoit No, 1 (a portion of Fir Haven Subdi-

vision in the process of being resubdivided from ome acre lots into

one-half acre lots) was approved by the Butte County Planping
Commission on July 10, 1963, |

The nearest existing water system is operated by Paradise
Irrigation District, which serves the community of Paradise located
approximately 6 miles south of applicant's water system.

Water Production Facilities

- The source of wéter supply is the Corrie Mime shaft (also
known as Princess Mine shaft) owned by Magalia Corp., located on a lot
50 by 50 feet approximately 180 feet north of the north boundary of
the requested area. The top of the mime shaft is at elevation 2,660
feet, This shaft has a rectangular opening of 12 feet by 13 feet

and is approximately 550 feet in depth. There are two horizontal
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tunnels from the shaft at the 500-foot level below ground surface.

One is 1,000 feet and the other is 900 feet in length., The normal
water level is at 273 feet below ground surface. In 1959, the water
level stabilized at 375 feet under a full capacity test pumpirg.

A 100-hoxrsepower submersible pump is situated at the 480-foot level
and is capable of delivering 760 gpm with water level at 375 feet.
The water is pumped through approximately 890 feet of 8-inch steel
pipe to a 400,000—gallon steel storage tank, located on a Ome~acxe
site adjacent to the northeast cormer of the requested area. The
storage tank is 43 feet ip diameter and 42 feet in height with the
bottom situated at an elevation of 2,680 feet. An 8-inch pipe con-
nects the tack with the distribution mains.

The facilities axe deéigned to enable the water to flow
from the- tank to customer services on a gravity flow basig. Piping
and valves at the tank inlet and outlet are so arranged that the
pump may be used to provide watexr directly to the distribution mains.
Most of the requested area c¢am be served by gravity flow with a mini-~
mum pressure of 25 psi. There are approximately 10 lots in the
vicinity of the tamk where the pressure is under 25 psi. A small
pressure boostex s:ation will be provided whern these lots require
service. There are no chlorinmation or filter facilities and nove
are proposed. |

Other Use of Applicant's Source of Water Supply

The Magalia Branch Nursery of the Divisiopn of Forestry,
State of California, located approximately ove~half mile noxtheasterly
of the requested axea, is nod obtaining water from applicant's source
of water supply (Corrie Mine shaft) for domestic purposes and tree
farm irrigation. 7This supply is obtained by means of a pump, owned

and maintained by the State, which draws water directly from the
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mine shaft. The State executed an agreement with the previous owvex
of the mine shaft oo September 1, 1952 to lease the mime shaft for
the purpose of installing pumping equipment to pump water at the rate
of not more than 25,000 gailons per day. 7This lease is for a term of
twenty years, which commenced on August 1, 1952 and ends om July 31,
1672, The State is paying a total rent of $6,000 at a rate of $300
per year. This lease nay be extended, at the optior of the State,
fxom the expiration date to September 1, 1977. The lease also
involves.properties other than the use of the mine shaft., . Applicant
intends to abide by this agreement until it expires. The puxp,
installed by the State, is a 40-horsepower submersible pump having a
capacity of 240 gpm at 475-foot head, and on a maximum day the pump
is operated for approximately three hours; This maximum pumping
occurs about twice each week during the hot and dry summer seasom.
Based vpon the above information, it appears that the
State's pumping of watexr will not sezious;y affect the water supply
to the area proposed to be served by the applicant, Applicant's
storage tank has adequate ca?aciCy to supply water to its customers

in the area requested during the daytime without being refilled, and

the pump is capable of £illing the storage tank during the night hours.

When both pumps are operxating, the water in the well drops to the
375=-foot stabilized level, and applicant's pump delivers water at a
rate of approximately 760 gpm. 7This amount appears adequate to meet
applicant's water supply requirements. Fuxrther, applicant estimates
that its storage tank will have capacity to furnish water to all
customexs for more than two days. In view of these facts, a standby
source of water supply 1S ot considered mecessary at this time.
Applicant's estimate that the maximum hourly water supply
requirement for 370 residential customers will be approximately'7éd

gpu appears reasomable, The proposed water system wiﬁh 760 gpm

A
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production capacity and 400,000-gallon storage should be adequate to

serve approximately 1,350 customers. Another mine shaft, known as
Magalia Mine shaft,-located in Lot No. 85, Siezra Del Oro Estates
Unit No. 1, is comsidered as am alternate source of wﬁter'supply
for possible future development. |

Water Supplz;?ermit

Applicant has received a water supply permit, dated QOctober
14, 1963, from the State of Califorpia Department of Public Health,
containing its indication that the system will be capable of produc-
ing and delivering water of satisfactory quality for domestic uée.

Distribution System

The transmission and distribution facilities already
installed, and those to be imstalled, to serve the requested area
will comsist of approximately 8,069 feet of 8~inch, 8,470’féet of
6-inch, and 9,720 feet of 4~inch, 12-gauge, dipped and wrapped welded
steel pipe. Both single and double customer services will be l-inch
copper pipé. There are seven 2-inch copper service pipes from the
maip on Northwood Drive to provide a maximum of six individual
services, some of which are to serve lots facing on Magnolia Drive.
There will be 18 Zk-iﬁch wharf-type fire hydrants, 4 of which are to
be used for flushing the dead ends of main until such time as these
lines are extended.

The Commission's Gemeral Jrder No. 103, "Rules Goveroing
Watexr Service Including Mipimum Standards for Design and Comstruction,’
Section III 5.d.(4), provides that, except for noncorrosive soils,
the well thickness of steel pipe from 7-inch 0.D. to and including
10-3/4~inch 0.D., shall be 1l0-gauge minimum. By a soil test report
of December 3, 1964, submitted by applicant's engipeer, the soil con-
dition meets the requi:ements-in Section III 5.8(6) of Gexeral Order

No. 103, and the 8-inch, 1l2-gauge, dipped and wrapped steel pipe

o
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indicated in the application appears satisfactory for the proposed
systemn, ' |

The proposed water production facilities and the distribu-
tion system appear to be properly designed to furnish adequate sexvice

in the area requested to be certificated and conform with the Commis-
sion's General Order No. 103.

Status of Construction

The drawing titled "Service Area & Distribution System Del
Oro Water Company', Exhibit B attached to the application, is a map
of the existing and proposed water system facilities. The existing
facilities, consisting of the pumping equipment, storage tank, and
the piping system to serve that portion of Fir Haven Subdivision
requested in the application, were installed in 1960 except that
1,310 feet of 8~ivnch pipe were imstalled ip 1963. Facilities pro-
posed to be installed in the mear future include 1,020 feet of 8~inch
and 7,150 feet of 6-inch pipe to be used to sexve the resubdivided
Sierra Del Qro Estate Unit No, 1. Applicant has indicated that the
proposed water facilities axe}planned to be installed shortly after
a certificate of public convenience and secessity has been obtained.
Customers

There are épproximately 24 residences in the Fir Haven
Subdivision now being served by the water system without charge.
Upon completion of the proposed facilitie;, 370 lots could be sexved.
Applicant estimates that nd more than 25 lots per year will be
improved with residential buildings within the neﬁt two yearsﬁand

‘that it will be six years (1971) before approximately 277 lots, or

75 pexcent of the total 370 lots, axe improved,and’reqdire service

connections.
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Rates

Exhibit F attached to the application is a request for a
rate of $7 per sexrvice conmection per month and $84 pexr year for
single family residenmtial £lat raté_service, with a rate of $S-per‘
month and $60 pef year for each additional residential unit.

The requested ampual general metered service rates are:

Monthly Quantity Rates Per Meter
Pexr Month
First 800 cu.ft, or less . . . » $7.,00
Next 1,200 cu.ft., per 100 cu.ft. .35

Next 3,000 cu.ft., per 100 cu.ft. : .30
Over 5,000 cu.ft., per 100 cu.ft, - W20

Minimum Charge ' ' 5 Per Meter
Per Year

For 5/8 x 3/4-inch meter $ 84.00
Fox 3/4-inch metexr 100.00
Fox 1-inch meter 130.00
For 1%-inch meter 200.00
For 2=-inch meter , : 275.00

The proposed rate f£ox public fire service is $3.00
per month per hydrant.

Proposed Stock Issue and Finaneing

By paragraph XV of the‘application, applicant seeks author-
ity to issue 20,120 shares of commop capital stock at a par value of
$10 per share, an aggregate par value of $201,200 in conmsideratiom
of the acquisition of the mine shaft, the real property upon which it
is located, the storage tank and real property upon which it is
located, all pumping facilities and distribution system, as built
and to be built, Applicant states that no bonds have been issued
and/or sold in the building and construction of the system as it now

exists and that po bonds will be issued and/or 30ld in the completion

of the system.

Staff'Investiggtion

An engineer and a financial examiner of the Commission's

staff made ao investigation of the application and the operations of
the company. | | |
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Results of the staff's investigation are included in a
report, dated May 26, 1965, The staff's study is hereby included in
this xecord as Exhibit 1.

The staff's investigation disclosed that applicant does not
maintain detailed plant recoxds in a mapper that permits ready veri-
fication of charges to and balances in the plant accounts. Most
source documents supporting plant comstruction were either'destroyed
or misplaced and it was necessary for the staff to obtainm such infor-
mation from contractors and suppliers.

Exhibit 1 is the staff’s development of original cost of
plant and related depreciation reserve. The staff recommended that
applicant be authorized to issue not to exceed $184,180 aggregate
par value of its common stock at this time based on the depreciated
amounts for existing plaot and”plabt to be installed as shown in the

following tabulation,

Staff determinmation of origimal cost of ,
utility plant installed as of Jume 30, 1964 $135,699

Applicant's estimate of plant facilities
to be copstructed . . RN IR I 62,493

S‘;btotal - L - L ] * . - L] L J - . * @2 L] L] L4 $198, 192

Less: Staff computed resexve for depreciation
as of Juoe 30, 1964 . . . . e . . . & (34.009)

Basis for issuance of common stock $184,183

(red Figure)

Based on its investigation, the staff recommended that the
minimum meter rate be $6.50 per month or $78.00 per year; that annual
winimum rates of $96, $132, $210, and $288 for 3/4-inch, l-inch,
1%-inch and 2-inch meters, zrespectively, be authorized; and that
meters should be ipstalled only at the optionm of the utilicy.

The staff's recommendations regaxrding the amount of stock

to be issued and the meter rate schedule are not unreasonable and
will be adopted.




B. 46949 = ®

Estimated Operating Results

Exhibit E, attached to the application, is applicant's esti-
mate of anpual flat rate revemues for 277 customers, 75 percest of
the total designed 370 service coopections, and related expenses for

the year 1971. This estimate and the staff engineer's estimate on the

same basis are shown below:

Item Agglicabt Staff
Operating Revenues | $23,300 $23;258'

Operating Expenses

Power 4,800 2,640
Maintenance and Repairs 3,500 1,440
Operating Equipment & Supplies 3,000 1,350
Salaries and QOffice 7,000 5,760
Insurance . ' 600 600
Depreciation 9,230 5,586
Property Tax 3,600 2,467
State Franchise Taxes - 188
Federal Income Taxes - 712

Total - 31,730 20,743

Net Revenue (Loss) @&,430) 2,525'
Estimated Rate Base | 145,081*

Rate of Return , 1.77%

Applicant’slofficers axe aware that there will be losses
during the development period and paragraph X of the application
states that ", , .The five corporations nawed in paragraph IX hereof
have committed themselves to the continued operation of said water
system, absorbing all losses until said water system is oo a paying
basis; . . ."

Upon comsideration of the evidence, the Commission finds
that: .

1. Public convenience and mecessity require that appiicant

construct and operate the proposed system.
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2. Applicant possesses the f£inancial resources to construct
and operate the proposed system.

3. Applicant's proposed water production facilities and dis-
tribution system on basis of design outlined in the application should
provide adequate water service. |

4, The rates set forth in Appendix A attached hereto are fair
and recasonable for the sexrvices to be rendered.

5. The money, propexrty or labor to be procured or paid for by
the issuance of the stock herein authorized are reasonably required
for the purposes specified herein, and such purposes are mot, in
whole or in part, reasonably chargeable to operating expepse or to
income.

The Commission concludes that:

1. The applicatior should be granted o the extent set forth
in the ensuing order.

2. Applicant should file rules, standard forms, and other
tariff sheets as needed to define the conditions of rendering public
utility sexvice.

The certificate hereinafter granted shall be subject to
the following provision of law: , |

The Commission shall have no powef to authorize the

capitalization of this certificate of public conven~

ience and necessity or the right to own, operate, ox

enjoy such certificate of public convepnience and

necessity in excess of the amount (exclusive of any

tax or amnuval charge) actually paid to the State as

the consideration for the issuance of such certificate

of public convepience and mecessity or right.

In issuing our order herein, we place applicant and its
shareholders on notice that we do nmot regard the oumber of shares
outstanding, the total paxr value of the shares nor the dividends

paid as measuring the return applicant should be allowed to earn op

its iovestment io plant and that the authorization herein given 1is

~10-
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not to be comstrued as a finding of value of applicant's stock or
properties nor 2s indicative of amounts to be included in proceedings
for the determination of just amnd reasonable rates.

A public hearing is not necessary.

IT IS ORDERED that:

1. A certificate of public convenience ard necessity is
granted to applicant, Del Oro Water Co., Inc., authorizing it to
construct a public utility water system to sexrve the area as delin-
eated on the service area map ip Exhibit "B, attached to the
application.

2. Applicant is authorized to file, after the effective date
of this oxder, the schedules of rates set forth in Appendix A to
this ordexr, tariff service arca maps clearly imndicating the boundaries
of the cermificered area, appropriate gemeral 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 the date of filing.

3. The authority granted hereis shall expire unless the

desigpated tariff sheets are filed within one yeaxr after the effec-

tive.date of this ordex.

4. Within tep days after the date service is first furpvished
to the public under the authority graoted herein, applicant shail
file ipn this proceeding written notice thereof to this Commission.

5. Applicant shall prepare and keep current the system map
required by paxagraph 1.10.a. of Geperal Order No. 103. Within sixty
days after the water system is placed inm operation under the author-

ity graoted herein, applicant shall file with the Commission two

copies of such map.
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6. For the year 1965 and therxeafter, applicant shall apply a
depreciatioh rate of 3.0 pefcent to the origimal cost of depreciable
plant. Until review indicates othexwise, applicant shall copntinue
to use this rate, Applicant shall review its depreciation rates at
intexvals of five years and whenever a major change ip depreciable
plant occurs, Any revised depreclation rate shall be determined by:
(1) subtracting the estimated future net salvage and the depreciation
rcsexve from the origimal cost of plant; (2) dividing the result by
the estimated remaining life of plant; and (3) dividing the quotient
by the original cost of plant. The xesults of‘eéch review shall be:
submitted promptly to the Commission.

7. Applicant shall record io its utility Plant and related
depreciation resexve accounts the balances of such accounts as of
June 30, 1964 as developed by the staff and shown in paragraphs 18
and 26 of Exhibit 1,

8. Applicant shall comply with the réquirements‘of General

Ordexrs Nes. 28 and 104 relating to preservation of records and f£iling
of ampual reports. |
9. Within ome year after the effective date of this order,
applicant may issue Dot to exceed $184,183 aggregate par value of
its common stock for the purposes specified in the preceding opinion.
10. Applicant shall file with the Commission a report,vor |
reports, as required by Gemeral Orxder No, 24~B, which oxder, insofax

as applicable, is made part of this order.
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11. To the extent that applicant's requests exceed or differ

from the rates op authority granted above they are denied.

The effective date of this order shall be twenty days after

the date hexeof.

Dated at Sen Francisco , Califorpia, this

et

- day of OCTO3ER:

Commtoos > Lomml s810Ders
5310nor Potor E. Mitehell
;:ocossarily_ adsent, <14 not pa;t:::;;.agto
T the Qisposition’ of this Procesding..
Commissiener 000TEe. G. Grover . ,

BO% particlis e Lo tiu Cisposition of
s procovding. K : T
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APPENDIX A
Page L of S

Schedule No. JA
ANNUAL GENERAL MET-RED SERVICE

APPLICARILITY

Applicable to all metered water service furnished on an anmual basis.

TERRITORY

The area knwon as Sierra Del Oro Estates Unit No. 1 and Fir Haven
Subdivisiorn, and vicinity, located appromtely 6 miles north of Paradise,
Butte County. ‘

RATES -
Per Meter

Per Month.
Monthly Quantity Rates:

First 800 cu.ft. Or 1eSSeccscreecevcroveer. $ 6450
Nem 1,200 cu-f‘t-, per loo cuofto- ssspsnsveew .35
Next 3,000 cu.ft., per 100 CU.£te eevvecanas =30
Over 5,000 cu.ft., per 100 cluf%e ervcnecane »20

o Per Meter
Annuwal Mindmum Charge: Per Year

For 5/8 x 3/L~10Ch MELET severersercrannnnnna $ 78.00
For 3/L~inch meter .eeeeevssun.. 96.00
FOI" . l-inCh mewr Sssevevrossormasasars 132000
FOZ‘ li‘-inCh meter (X T R Y Y YY) 210-%
FO’.‘.‘ 2"inCh metcr ssseprnsanssrrasesrrs 288000

The Annual M‘.ni:mm Charge will cntitle the customor
to the quantity of water each month which one twelfth:

of the annual minimum charge will purchase at the
Monthly Quantity Rates.

SPECIAL CONDITIONS

1. The annual minimun charge applies 10 service during the l2-month
period commencing Jonuary 1 and is due in advance. If a permanent recident
of the area has beea a customer of the utility for at least 12 months, he
may elect, at the beginning of the calendar year » 10 pay prorated mindoam

(Cont'd.)
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APPENDIX A
Page 2 02 S

Schedule No. 1A
ANNUAY, GENERAL METERED SERVICE

SPECTAL CONDITIONS (Cent'd.)

charges in advance at intervals of less than one year (monthly, bimonthly
or quarterly) in accordance with the wtility's established billing periods
for water used in excess of the monthly allowance uncder the annuval minimum
charge. When meters are read bimonthly or quarterly, the charge will be
computed by dowbling or tripling, respectively, the number of cubic feet w0
which each block rate is applicable on a monthly basis.

2. The opening bill for metered service, except upon conversion from
£lat rate service, shall be the established annual mindmum charge for the
service. Where initial scrvice is established after the first day of any
yoar, the portion of such annual charge applicadble to the current yecar shall

be determined by multiplying the annual charge by ¢ne three-hundred-sixty-
£ifeh (1/365) of the number of days remaining in the calendar year. The
balance of the payment of the initlal annual charge shall be credited against
the charges for the succeeding annual period. If service is not continued
for at least ome year after the date of initial service, no refund of the
initial anmeal charges shall be due the customer.
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APPENDIX A
Page 30£ 5

Schedule No. 24R

ANNUAL RESTDENTIAL FLAT RATE SERVICE

APPLICABILITY

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

TERRITORY,

The area known as Sierra Del Oro Estates Undit No. 1 and Fir Haven Sub-
division, and vicinity, located approximately 6 miles north of Paradise,
Butte County.

BATES Per Service Comnection
Per Year

For a single-family recidential unit, including ,
premes ..".'.‘I-."..‘....l.-.l.-..--....‘t' $8h.°o

For each additional single-family

residential unit on the same premises and
served from the same service comnection... 60.00

SPECIAL CONDITIONS

1. The above flat rates apply o service comnections not larger than
one inch in diameter. '

2. ALl scrvice not covered by the a.bove ¢lassifications shall be
furnished only on a metered dasis.

3. For service covered by the advove classifications, 1if the utility so
eleets, a meter shall be installed and service provided under Schedule No. 1A,
Annual General Metered Service, effective as of the f£irst day of the following
calendar month. Where the flat rate charge for a period has been paid in
advance, refind of vhe prorated difference between such flat rate payment
and the minimum metexr charge for the same period shall be made on or be:?ore
that day.
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APPENDIX A
Page L of 5

Schedule No. 2AR
ANNUAL RESIDENTIAL FLAT RATE STRVICE

SPECIAL CONDITIONS (Contrfd.)

L. The anmual flat rate charge applies to service during the 12-month
period commencing Januvary 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, to pay prorated flat rate
charges in advance at intervals of less than one year (monthly, bimonthly
or quarterly) in accordance with the utility's established billing periods.

S. The opening 41l for £lat rate scrvice shall be the estadlished
annmual flat rate charge for the service. Where initial service is estab-
lished after the first day ¢of any year, the portion of such ammual charge
applicable 4o the current year shall be determined by multiplying the
annual charge by one three-hundred-sixty-fifth (1/365) of the number of days
remaining in the calendar year. The balance of the payment ¢f the initial
annval ¢harge shall be credited against the charges for the succeeding ommual.
period. If service ic not comtinued for at least one year after the date of

initisl service, no refund of the initial annual charges shall de due the
customer. ‘
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APPENDIX A
Page 5 of §

Schedule Ne. S
PUBLIC FIRE HYDRANT SERVICE

APPLICABILITY

Applicable to all fire hydrant service furnished to municipalities,
duly organized fire districts and other political subdivision of the State.

TERRITORY

The area known &s Sierra Del Oro Estates Unit No. 1 and Fir Haven
Subdivision, and vicinity, located approximately 6 miles north of Paradise,
Butte County. ‘ -

RATE

iy

Per Month

For each hydrant ceevecosceccvocevesers  $53.00

SPECIAL CONDITIONS:

1. Tor water delivered for other than {ire protection purposes, charges
shall be made at the quantity rates under Schedule No. 14, Anmual General
Hotered Service.

2. Relocation of any hydrant shall be at the expense of the party
requesting relocation.

3. Firc hydrants shall be attached to the utility's distridution mains
upon receipt of proper authordzation from the appropriate public authority.
Such authorization shall designate the ownership, type and the size of
hydrant and the specific location at which cach is 20 be installed.

L. The utility will supply omly such water at such pressure as may be
available from time to time as a result of its normal operation of the system.




