
,', . 

Decision No. 70863 
IRIGnlAl 

•• J , .. 

' . " .. 

. ' ' if ." .. 

. 'BEFORE TEE PtlSLIC urn.ITIES COMMISSION' OF mE STATE OF CALIFORNIA 

IN THE MA'l"IER OF THE APPLICATION 
OF ES~ HUGGINS FOR A CERTIFICATE 
OF PUBLIC CONVENIENCE &~ NECESSI'IY 
AND TO ESTABLISH 'RATES TO CONSTRUe"': 

) 

~. 
A PTJ'.SLIC urILlTY WAtER SYSTEM NEAR ) 
ORlAND m GLENN COUNTY AND 'IO ESTABLISH ) 
RATES FOR SERVICE. ) 

----------------------------------) 
OPINION AND ORDER 

Application No~' 4823$ 
(F11edFebruary 8, 1966) 
(Amended April 4, 1966) 

'By this applicati.on, E"ob Huggins and Helen M. Huggins 

(Slack Butte Water Co.) seek a certificate of, public, convenience 

,and necessity to' construct and operate a public' utility water system 
• ,.c, . 

near Orland, Glenn County. 

The first subdivision in wh:1ch the water' facilities,will· 

be located contains approximately ,11.3- acres 'divided into 3O;:10ts, . 
. '. 

one of which is retained'by app11eants,.£or a well, pump> and 'tank.' 

This subdivision' is urban res1dentialin character and', lots varying 
.' .' 

in size from 12~OOO to 17,000 sq,usre- feet are to' be soldwi.th homes 

constructed thereon'.' Applicants O~Atn' a total of .47 acres in tbearea, 

which 'they intend-to develop, witb' a future posslbility~of .. 100.'bome$· 

and some businesses requiring water service. ',' 

Wate% from applicants' well,drilled to a depth of 287 feet 

and pumped by a SO-bp pump, is· deliveTed. through: a S:,OOO-gallon 

pressure 'tank to approximately l6SO·'·feet of. 6-incb mains to.ene-inch 

service connections to each lot. The water facilities· apPear to 

~et the requirements of this Commission's General· Order No. lO~ and 

applicants allege that provision for au auxil1ary gasoline-operated 

pump bas been made should electric power failare:f.nterrupt::normal 

PtDXlp usage. 
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" 

Applicants state that the water system. meets the requirements 

of both the Glenn County an~ Stat~ Depa-rtments of. Public Healtb • A 

tempora-ry wate-.r supply permit has been issued by the former.' No 

county franchise is required. ,'!be nearest public source of water is 

more than a mile distant from applicants' system. 

The cost of appl:Ccauts r initial water system. is estimated 

by applieauts as $20~434. Such estimate includes land at a "market 

value" of $2,500 and legal' expense of $300. In this connection, 

applicants are plaeedounot1ce that in proceedfngs involving a 

determination of the reasonableness of water rates and the setting of 

a rate base, actual cost (ratber than market value) istbe ,criterion . . 

adhe-.red to by this Commission~ 

Applicants propose a service-charge type of rate 'schedule, 

wberein a service charge of $2.40 per month .and a q, uant:tty rat:e of 

17 cents per 100 cubic feet of water delivered would constitute the' 

castomer·s bill. Such rate would produce an estfmated.annual revenue 

of $2,088 for the initial system.' Operati.ng expenses are estimated by 

applicants to be $1,599 annaally, thus leaving a net reven~e.;of$499. 

'!be Commission is informed· that, several bomes' have been 
. - - , 

constructed and that their occupanCY"8waits only the issuance of· . the 
. . . , , 

certifiC8te which app11eauts. seek from tbi:s·'Comm!ssion. The Comm1ssion 

finds that public bearing :£n this matter is not: necessary, ~nd that 

because of the persons awaiting occUpancy of their bomes,.the order 
• L ' 

herein sboul~ be made effective at once. The Commission' further: finds 

that public convenience aud necessity require and will 'require the 
, 

public utility water system of applicants andcoucludes' tbata 

certificate should be issued as prayed .for. 
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The certifi.cate bereinafter issueQ 1s subject to the 

follow~ provision of law: 

"'I'be'Cot1lXXl.issiou shall have no ~er to author:Lze 
the capitalization of this certificate of public 
convenience and necessity or the right to own 7 

operate, or enjoy such certificate of public 
conve'n!.ence aud necessity :t:o. excess of the amount 
(exclusive of any tax or .:lnnual charge) actually 
paid t~ the State as the consideration for the 
issuance of such certificate of public convenience 
and necessity or right." , 

n IS ORDERED as follows: 

1. A certificate of public convenience and necessity be and 

it is hereby issued to Ebb Huggins- and Helen M. Huggins (B:lack Butte 

Water Co.) to construct and operate a public utility water system 

in and adjacent to Black Butte Estates Subdivision No.1 as said 

subdiviSion is delmeated on Exhibit '~ff attached to the application 

herem. 

2. Applicants are authorized to file with this Commission,. on 

or after 'ebe effective date of tbisorder and in conformity with: the· ~. 
. . 

prOvisions of General Order No. 96-A 7 a complete set of tariffs 

including the rate schedule attached to this order as Append1xAp 

a tariff service area map and rules governfngcustomer relations 

acceptable to the Commission and, on not less than five.days" notice 

to tbe public and to tbis" Comm1ssion, to make saidtar:l.ffs effective 

on the dat~ on which public utility water service is first rendered • 
. . -

In this la~~er respect> applicants shall notify this' Co.~ssion in 

writing of 'said date within five- days thereafter. 
, . 

·3. Applicants shalldeterm1ne accruals for depreciation by 
-I;' 

multiplying'the origioal cost of deprecia~le utility plant by a rate 

of three percent. This rate shall be used, until review indicates 

that itsbould be revised. Applic.::lnts shall (3) review tb:e- depreeia-
. . '. .' ;!" 

tion rate 7 using the straight-line remaining. life- method~ whenever 
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major changes in depreciable utility plant occur and at intervals of 

not more than five years~ (b) revise the depreciation ra1:e in con.

formance wita such reviews, and (e) upon completion of each rev.r.ew-~ 

submit promptly to this Commission the result:~ thereof. 

4. Within sixty days after the e-ffect1ve date- of this order ~ 

applicanes shall file ewo copies of a compreh~1vemal>,dr8Wn. to 

an indicated seale of not more than 400 feet to· the inch, delineating. 
',. 

by appropriate marldngs. (a) the tract of land and territory' served~ 

(b) the principal water supply~ transmission, pressure~ storage and 

distribution fae11ities~ and (c) the location of applieants' various 

water 'system properties. 

The effective date of this order shall be the date bereof. 

Dated at ____ San __ Fran __ clseG __ . __ , Californ1a~ this /z::~ 

day of ____ J_UN_E ___ ~ 1966. 

,.",\ .. '"'''''' , .... 
"~ ;,'c " 

(j '. 

.. 
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'., I " • 

7
· .. 'd~<":.·",:, ' .. 

. ' . '. .' ,'. '.. .' '~~AP'/" . ... . . '.~' ", "'." ,~"~,~,', 

. ..' ..... . , .' : . ,'::, "," . ,. . 
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APPENDIX A 

SeheduleNo.~ 

APPLICABILI'r:{ 

Appll.ea'ble to all metered. water ::se~ce. 

The area. known as Black But.te Estates Subdi-nsion V'nit.No •. l. 
-.nd vicin1t:r, located. .pproximately one l'Tlile northwesterly "t· 
Orland, Cile,rln County. 

Service Charge: 

ParMeter 
PerMonth· 

For sl8 x JILL-inch meter ................ $2.40 

QxanUty Rates: 

For all water", per 100 cu.ft. •••••••••• .l7 

~e Service Charge-is a readiness
tt"l-serve charge applicable to.alJ. 
metered'service and to wbich.is to . 
be ad.ded the monthly eh.a.rge computed 
at the ~:titY' Rates. 



A.48235 e 

CONarRRING OPINION OF COMMISSIONER GROVER 

I concur in the opinion and order except as to the 

admOnition concerning actual cost-:- (See the fifth paragraph of 

the opinion.) 

The fundaroental notion whic:h underlies our so-called 

originaJ. cost apprca ch is that the value of. property at the time 

of its dedication to public service should. be recognized' for- rate

making purposes. Where puX'Chase and dedication are s:illlultaneous,' 

the probative vaJ.ue of the pul'Chase price is usually overwheJJIling. * 

Hence the COlIllIlissionTs seeroing . preoccupation with ?tactual· cost~TT 

It should be I'ClIleIIlbered, however,. that actual cost is not the 

ultimate fact but only an evid.entiary fact; the ultix:late fact is . 

v~ue. Where the time of purchase and. the tiroe of, dedication are. 

different,. the purchase price ll'ay not be very probative on' the 
' . . 

issue of value at the t:lJl\e of dedication. In such a case',. a 

roarl<et val.ue est::i.l'Ilate roay be more useful. 

This is not a rate proceeding, and the rate treatment 

to be accorded. the purchase price is therefore not being decided 

here. 'But the COl'lll'llission has undertaken to issue a rate-making 

admonition, and it 5eeJl'lS appropriate to offer what I bellevethat 

admonition really roeans. 

San Francisco, California 

June 14, 1966: 

'. ). 

,. 
i 

* This is especially tI\le as against a clairo that the property was 
actually worth more than the utility paic.. On the other hand" 
sin~ the CommiSSiOn, for rate purposes·, cus.tomarily.reeognizes. 
purchase price, a utility is often in the position of ?tspending" 
rate:;;>a.yers.' lIIOney" and the COfIlll\ission may properly check to make 
sure that the price is not too high. I am not of course suggesting 
that the purchase price usually is too high:; on the eontraxy., in an 
arm~s length transaction, it is usw.l.lly aecept«t .. 


