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Decision No. _...;;7...;0_.5.;........,_,_3 ____ _ ORIGINAL 
BEFORE TEE PUBLIC UTn.ITIES COMMISSION OF THE STPaTE OF CALIForum 

In the Matter of the Investigation ) 
on the Commission's own motion into » 
the operations, service, and 
practiceso£ the HAPPY VALLEY WAXER ) 
COMPANY, a eorporat10n~ and into the) 
adequacy of its finances, water. ) 
supply. and service. ~ 

In the Matter· of the Application of ) 
HAPPY VM.:I.:£Y WAl'ERCOMPANY) a ) 
corporation, for authority to ) 
inCTease rates.. ) 

--~---------------------) 

Case No. 6679 
(Filed July 29~ 1960) 

Application No. 43326 
(Filed: April lS, 1961,. 
Amended April 24~ 1961) 

(Appearances are listed in Appendix A) 

INTERIM OPINION ON FURTHER HEARIr~G 

On petition of thc C~liforriia Fnrm Eurc$u Fcdcraeionallcgfug 

non-eompliDnec by ~Dppy Valley Water Company with p:ior orders to 

improve its f::lc11itics ~tld service, a,c CommiSSion on July 2S~, 1964, 

reopened this consolidated case for furtber hearing and order (Pub. 

Uti!. Code Sec. 1708). 

Further hearings were held at Olinda, Shasta COtmty" on 

December 16 and 17, 196[; and February 9 ~ 1965, before Examiner Gregory. 

Hearings were then -adjourned to permit the new o'W'ners of the utility, . 

who had acquired stock control from the Plotts family at the end of 
... 

1964" to assess both flood damage and the extent of eeneral rehabilt':': 

tatioo needed to make the system operational, and to report progress. : 

to the· Commission. 
, 

'!he utility filed two reports during 1965, dated May 1. and -

August 31 (Exhibits 26 and 27).. The first report detailed the repairs 

completed and in progress in DiviSions 1 and 2 from the utility'·s main . 
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storage facility. Rainbow Lake~ downstream to Harbinson Reservoir, 

the principal reservoir for distribution of water in. Division 3. 'the 

major critical project upstream from liarbinson involved replacement 

of Dobey Creek flume, washed .out by the 1964 floods, with -an inverted 

sypbon, installation of which was estimated to cost $15,000. The 

syphon was not installed and in operation until about September 1, 

1965, due to delay in delivery and adverse conditions at the o1tc. 

Other repairs on the canal were esttmated to cost an additional 

$10,000. Repairs in Division .3 to C1overdale~ Palmer and Harbinson 

Reservoirs and the main ditches leading to them were estimated at an 

additional. $10,000. Coupled with the requirement of the Di:vision of 

Dam Safety, State Department of Water ResoUrces for rehabilitation 

of ifdsselbeck Dam, at Rainbow Lake, . by November 1, 1966, estimated 

variously to 'cost somewhere between $65,000 and $112,000, the utility 

reported that it would: need a loan of $100',000' to financetbe proj­

ects covered in its report. 

Tbe report also requested that the Commission rescind a $0-

called »ftie orderff
, issued' in the earlier phase of the proceeding 

(Decision No. 62429, dated August 18, 1961 - Second Interim Opinion 

and Order) _ That order;, based on evidence that :the former owners 

bad transferred considera.ble acreo.ges of land ~"d some equipment: 

to affiliated corporations, directed that the utility should not 

dispose of any of its assets, "including land now stand1ng.of record 

in the name of Rappy V.alley Water Company on the records of the 

Cotmty Recorder's Office of Shasta County", without prior authoriza­

tion by the Commission. We will refer later to this order. 

Tbe second report, dated August 31;, 1965,noted that the 

main canal through Divisions 1 and 2, from Rainbow Lake to :1arbinson 

Reservoir, had been placed in good repair and was capable of carrying 
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consiaerably more water than had been possible fora number of years. 

The report gave details of repairs completed and in progress, 

identifiea witll reference to the staff report in evidence (Exhibit 

14) relating tO'compliance with previous orders directed to the 

former owners of the utility concerning 19 rep~: projects ~hen 

estfmated to cost about $75,000. The report also stated that an 

engineering consultant had been . retained to complete structural 

aesigns for the Misselbeek D~ repairs required by the Division of 

Dam safety. The report conclude.:! by asserting. that: the new owners 

have spent about $35,985, over' a lO-month period, on repairs and 

maintenance since acquiring the utility; all phases of the operation 

have gone on schedule except the Dobey Creel( syphon installation; the 

company expected a 50% decrease in income during 1965, as compared 

with the previous year, due to loss of revenues from ina.b11ityto' 

deliver, water because of storm damage; hardship has resulted from 

having to spend time, money .and effort "without visible signs of 

return, and at the s~ time have the non-operating assets of the 

company frozen by a Commission 'tie-order' if • 

The' two reports were placed in evidence at hearings'held 

March 9 and 10, 1966, and were supplemented by another document 

(Exhibit 28) listing a schedule of repairs and maintenance completed 

by September, 1965, 'together with proposed projects, estimated to 

cost from $10,000 to $15,000, to be completed prior to the 1966 

irrigation season. Toe proposed projects are designed to place 

transmission facilities upstream from I~binson ~servoir in condi­

tion to, m.a.:Lntainoptimum flows of water. n"e exhibit contains a . 
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cost breal<down for the projects completed in 1965, by districts, 

showing the following totals: 

'Iotal Labor 
Ashurst f s (superintendent) 

Labor 
Materials, Equipment and 

Equipment Rental 

$10,452.18 

5,379.20 

24.1 735.32-
~O,556.10-

The foregoing aceount of events occurring sinee the 

Corr:mission's last rate- and service order in 1961 (DeCision No. 6274l) 

is given here principally to bring into focUos thetlX'gent necessity, 

at this time, for an interim decision designed to carry out certain 

understandings reached by the utility and the two public districts 

which operate in its service area, namely, Clear Creek Community 

Services District, located in Division 3, below Harbinson Reservoir., 

and Igo-Ono Community Services District, located in Divisions 1 and 2 

above Harbinson. These understandings, tentatively agreed to early . 
. I 

this year after months of arduous and complex negotiations among the 
. . I 

interested parties (concerning which the Co~ssion was informally 

advised from time. to time), resulted· in the filing by tbe utility; 

on February 15, 1966, ofa petition requesting four types of 

authority, as follows: 

1. Authorization for a contract between the utility 

and Clear Creek Community Services District pursuant to which 

the utility would deliver a mfn~ of 400 miners inehes of 

water into Harbinson Reservoir throughout the 1966 irrigation 
. - . 

season, subject to normal adjustments, a.t no cost to Clear . 

Creek. The District would assume responsibility for dis­

tributing such water in Division 3. 'Ihe utility agreed to 

make necessary repairs to its· facilities above the !iarbinson 

. ~servoir prior to c01Xlrlleneement of the 1966 season (estimated· 

to start April 15, 1966). 
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2. Concurrently> authority to suspend service 

to Division 3 for the 1966 season. 

3. P~thority to ,substitute, for lS66~ 

the improvement projec.ts. set fO'l:th in the ~greement 

(~hich are also sh~ in Exhibit 28 as projects to ' 

be completed prior to commencement of the 1966 season)~ 

in lieu of those ordered by Decision No,. 62741 (the. 19 

projects referred to· above). 

4. Revoeation'of the "tie-order" contained in 

Decision No. 62429, in order to' permit the new manage~t 

to reimburse itself for personal borrowings to finance 

the completed and prospective rehabilitation of the system. 

Hearings on the company J s, pe:ition we:-e held at Olinda on 

March 9 and 10 ~ 1966~ after due notice. Although it appeared tMt 

the parties were in general agreement concerning the need for a 

worl(able plan for water service in all tbreeof the utility's service 

divisions ~ and that tentative understandings concerning system 

repairs, distribution of water by Cle3r Creek in ~ivision 3 and 

modification of the "tie-order" were considered as basic to providing 

water for the forthcoming season, a number· of questions arose, con­

cerning matters involved in the c?er-all activities of the utility 

past and present) which tended to imp~ir the understandings pre;" 

viously reached. As some of those questions, cannot be resolve,d on 

the present record and, indeed, are not especially relevant to· the 

immediate proble:ll of providing water service during 1966, they will 

be only briefly mentioned here as indicating the background ag~inst 

which the. parties have had to conduct their negotiations and which 

the Commission will eventually have to consider on a more COmplete 

record. 
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Probably the most Significant background fact in this 

proceeding, at the present time and for the future, is that with the 

eXpected advent of a supply of water by 1967 from Bure~u of 

Reclamation facilities at Whiskeytown Dmn, the complexion of the 

Olinda and, probably, the Igo-Ono areas will undergo significant 

change. Land prices are rising and developers) among whom are the 

present management of the' utility, are seeking to capitalize' on the 

values inherent in an assured supply of both irrigation and domestic 

water. The record indicates that the Happy Valley canal and ditch 

system, while probably adequate to supply present needs. if fully 

rehabilitated, wilr eventually, at least in Division 3, be supplanted 

by underground piped water •. In fact, one of ,the questions raised -

and not fully answered ~ at the recent hear~g concerned the extent 

to which the utility's laterals and other di~tribution facilities in 

Division 3 had been damaged by contractors,. in 1965, who were engaged 

in installing underground pipelines for the Clear Creek District ,for 

distribution of water to be received from the federal project. 

Another question, raised by the largest irrigation water 

user in Division 3, West Coast Orchards, Inc., which bas an action 

pending against the utility for substantial damages for failure to 

deliver water to its olive orchards in previous years) has to· do with 

its concern lest the temporary suspension of the utility's obligation 

to distribute water in Division 3, as requested here> if not, extended 

beyond the' end· of the normal irrigating season in October> would 

result in failure to receive water needed for its orchards later in 

the year. As eounsel for West Coast properly observed, the utility 

may not enter into arrangements with t11e District which have the 

effect of abdicating its responsibility to. supply water to its 

customers, at least without· assurance that its customers will h . .a.ve .an 

adequate substitute supply and then only upon authorization of .such 

arrangements by the Cotmnission. 
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Other questions concern the financial affairs of the 

utility ~Illd the ownership of its capital stock. Tbese questions 

relate back to the inception of the utility in 1925, and involve~ 

among othermatters~ the status of its landed capital as utility or 

non-utility in nature. they have been explored in some detail in 

prior decisions of the Commission going back many years~ but are a 

constant topic of discussion in any proceeding inVOlving tbe,Iiappy 

Valley v7ater Company_ 

Returning to the utility's ,petition£or interim relief, it 

is clear ~ from this record ~ that 11eroic temporary measures arere­

quired to a.ssure an adequate ~ or any) water supply in all operating 

divisions of the utility at least for the 1966 season. The utility's 

new managemeut is faced with the problem of supplying water from, a 

system that was stipulated tobc in deplorable 'condition when it was 

acquired at the end of 1964. Significant and costly repairs and 

improvements have been made since, wl'lether the motivation l'las been 

only to rehabilitate the utility or,. as the record indicates is more 

lil<:.ely ~ to prepare for the expected change in the area's, economy and. 

assure that water will be available for developing the co,mpany's' 

lands. Such development is now in progress, with three- approved 

subdivisions and three' more awaiting approval by the county upon 

asSi.lX'aXlCe of water. In any event, the. reasonableness of the utility's 

proposals) and of the agreements- reached with the Clear Creek District, 

with which the Igo-Ono District concurs if assured of a continuous 

adequate water supply ~ must be guaged in light of the rapidly changi:cg 

physical and economic situation in which tl1e utility is operating:, , 

and tlle necessarily transitory character of th~ proposed urangements. 

'!he p:n-ties, at the hearings on March 9 and lO, after con­

siderable discussion reached an agreement covering repairs to' the 
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system in Divisions 1 and 2 and d1str1b~tion of water by Clear Creek 

in Division 3 for ~he 1966 season. The agreement, which modifies the 

one ~:ubmitted as Exhibit l-A of the utility's petition filed 

February 15, is included as Exhibit 34 herein. 

rae question of how much the utility's ability to provide 

service in Division 3 113d been impaired by damage to its ditches, 

resulting from installation of Clear Creek's underground distribution 

system, was. also tl'le subject of some discussion:. It appears that the 

utility and the contractor, :saker-l.nderson Corporation, have made 

claims upon one another for damases arising out of the underground 

installations (Exlubit 33), but the extent of and responsibility for 

any damage bas not yet been dete=mined. It is clear, nevertheless, 

that a combination of circumstances (such as detcr10ratioll of the 

system under the former owners; storm damage at the end of 1964; 

time needed by the new owners to plan, commence, and finance re­

l1.abilitation projects; delay in tbe Dobey Creek syphon installation; 

disruption, to some extent, of the company's distribution facilities 

in Division 3) all contributed to the unquestionably poor water 

service available darius the 1965 season. 

The present record, though sufficient to support a 

temporary order for service during·the balance of 1966 7 based on 

arrangements mutually agreed upon by the parties and whicb are hereby 

found to be reasonable, still leaves for future consideration such 

questions as: (a) the extent to which the utility 't1JJ!J.y have carried 

out its commitments to rehabilitate the system and supply the agreed 

volumes of water to Clear Creel~ Dot Harbinson Reservoir, as well as to· 

provide adequate supplies for the Igo-Ono customers, during. 1966; 

(b) evaluation of the situation tl13t 't'1ould confront the utility' and 
'. 

its customers if Bureau water were not available in Division 3 in 
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time for the 1967 irrigation" season; (c) ~he extent eo which 

Clear Creek Community Services District would undertake 

to serve prcscne and former cuscomers of the uti1itY7 inside 

or outside district boundaries, if Bureau water were available from 

1967 on .and the utility, as it has indicated, should then request 

authority to abandon service in Division 3; (d) present 

ownership of the utility's seock and certain f1tulucial 

transactions by former owners, which may be relevant to a consider­

ation of the utility's plans, briefly indicated in its report of 

May 1, 1965 (Exhibit 26), for continued utility, or other, service 

to its land development projects; and (e) the effect of sucl'lprojeets 

on the company's ability to continue to operate as a public utilitY 

. in the Igo-Ono District, including the problem of a reasonable. rate 

structtxre. 

The foregoing are some of the questions which the 

CommiSSion, undoubtedly, will be asked to consider at a later date. 

The present record, which comprises matters disposed of in 

the 1961 proceedings and' what has transpired since, leads us to find 

and conclude that the agreements reached by the parties for operation 

and repair of the utility's system are not adverse to thei>ub11c 

interest and should be authorized by the ensuing interfm"order. !lle 

agreements referred to are, specifically: 

(a) A written agreement, dated March 10, 1966, 

between Happy Valley Water Company and Clear Creek Community 

Services District for repairs to the utility's facilities 

above Harbinson Reservoir; for deposit by the utility," in 6. 

banl~ or trust company) of $20) 000 in a special "Repair. 

Ca.pital Accountr
: for sucl'l. repairs; for delivery by the 

utility of a minimum of 400 miners inches of water, contin­

uous flow, at Harbinson Reservoir during tbe 1966· irrigation 
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season, without cost to the District, and distribution 

by the District of water in Division 3 during the 1966 

season. That agreement is incorporated in this record as 

Exhibit: 34 .. 

(b) A verbal agreement among the .parties, entered 

into at the hearinz on March 10, for modification of the 

"tie-order" (Decision ~jo. 62429) 'to the extent that certain 

landed assets claimed by t~ppyValley Water Company in 

Division 3, comprising the Ha.wthorne West, Cloverdale vlest 

and, Spanish Canyon West Subdivisions totalling some l:.23 

acres) as described in Exhibit 32 herein, may be released' 

from the operation of that intertm order, so as to provide 

for financing repairs duriDg 1965 and earlier this year for 

which tbe present management has obligated itself' on personal 

sa.crt-term loan commitments'. 

INTERIM ORDER ON FUP..THER HEARING 

................ 
ri" 'IS ORDEBEt> that: 

1. Happy Valley vTater Company, after the effective date of 

this interim order> is authorized and directed to carry out the terms 

and conditions of an agreement with Clear Creek Community Services 

District, dated Y~chlO, 1966" Exhibit 34 herein. 

2.. Happy Valley Water' Company is authorized, concurrently wi:h 

the first delivery of water from Harbinson Reservoir for distribution 

by Clear Creek within Division 3 of the utility's service area, as 

provided by said agreement, to suspend, service to its Division 3:, unt:O. 

termination of the current irrigation season on or about Oc~~ber 1, 

1966, t:nless, UPO::l eood ca.use fir:it shown, the Commission by further 

order shall have extended or otherwise modified this order author~g, 
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such suspension of service. i:!appy Valley Water 'Company , within 

thirty (30) days after the effe.ctive date of this order, upon not': 

less tltan five (5) days notice to the Commission ana the public and 

in accordance with General Order No. 96-A, shall amend its presently 

filed tariffs to show such temporary suspension of service. ' 

3. Decision No .. 62429, dated August 13, 1961 in Case lQo. 6679 

(Second' Interim Opinion and Order), is modified to the extent that 

the order therein 7 forbidding, without Commission authorization, the 

disposal by Happy Valley Water Company of any of its assets, includ­

ing any lands now standing of record in the company t s name on' the 
" 

records of the County Recorder's Office of Sl~ta County, is re-

scinded and annulled with respect only to those lanos, comprising 

Hawthorne West, Cloverdale vlest and Spanish Canyon West Subdivisions, 

totalling L:.23. acres-, more or less, more particularly described in 

~~ibit 32 herein. 

4. Furto.cr 11.earings shall be held herein, at times and places 

hereafter to be fixed upon due notice, for the purpose of determinj..n& 

among other 'Clatters, wl'letl'ler Happy' Valley 'Water Company has.' comPlied 

with the terms and conditions of its agreement with Clear Creek 

COm.unity Services. District, whether repairs to Misselbecl<. Dam have 

been completed or are in progress" and whetber eonsumers of, the 

utility in Divisions 1, 2 and ~ 0= its service .t1X'e:l have been ' 

accorded reasonably aaequate water service during the lQ6G irriga­

tion season under the agreements and arrange~nts disclosed by this 
" 

record. Pending.such bearings, the utility's req,uest that'the . 
improvement projects for the year 1966, set fort~ in-tbe.written 
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agreement of Y.I8reb 10" 1966, be substituted for those ordered by 

Decision No. 62741 herein," is denied without prejudice. 

Because of the urge'Dcy for implementing its provisions, 

IT IS ORDERED that this decision shall become effective on the 

date hereof. 

Dated st ___ s_a.n_FraJl __ ~_· _<:0_" __ , California, this /5&" 
day of ___ ..rA ..... PR_'_L_" __ , 1966. 

.,.,..~., . ,",-, 

rIft· '-' .... , 
- J ,",1 -v ....... - .• ".,"" , 

, J ' 'I" , " -- f __ 

eotmiiissioDers 

Comm135ione~ William M. Bennett,. being 
necossa~ily ~b:ent, ~1~ notparttc1pato 
1n 'the ~1S'PoS1t1onot this proc:oe~1X1Z •. 
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APPEND IX "A" 

Appearances at Further Hearin9; - December 16, 172 1964: 

William L. Knecht, for California F.s.rrn 'Bureau 
, eder at ion , Sbasta County Farm Bureau, Happy 

Valley Farm Center and I80-0nO F azm. Center" 
interested parties. 

A .. Cr~wford Greene, Jr. ~ for }'I3ppy Valley 'V7ater 
Company, applic.;lnt and respondent. !...em Saunders, fc= Clear Creek Community Services 

~t~iet, in:crcstc9 party. . 
John D. Reader,' for the Commission staff. 

Additional Appearances at Further Hearing -
February 9, 1965: . 

Marvin Randler, of Handler, Baker & Greene 
(substituteJ for A. Crawford Greene, Jr.), 
for Happy Valley Water Company. 

Jack Ral~n, of Leep & Saunders, for Clear • 
Creek-mrnunity Se%'Vices District, interested 
party. . 

Jose~h R. Redmon, for Igo-Ono Community Services 
District, interested party. 

Additional Appearances at Further Hearing - March 9, 
10 3 1966,: 

Graham,' James & ROlph, 'by 'Boris H. Lalwsta" with 
@hr4im A. Krackov, Pres:raent, for West Coast 

chards, inc., tnterestedparty. 


