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Decision No •. __ ~_{_4_2_1_9 __ _ 

BEFORE !HE PUBUC tITIUTIES COMMtSSION OF 'n1E STA'IEOF CAUFORNIA 

In the Matter of the Application of ) 
Dr. Harvey Beaucbamp doing business ) 
as Y~tt Dillon Water Company, Route) 
2, Box 891, Sonora~ California, for ) 
a certificate of public convenience ) 
and necessity to operate a public ) 
utility water system near Soulsby- ) 
ville iuTuolumne County and to 
establisbrates for service. 

OPINION 
"'~-'111-""""'~ 

Application No. 49822 
(Filed November 28;, 196·7) 

Harvey D. Beauchamp, Sr., an individual,doing b.usiness as'. 

Matt Dillon Water Company, seeks (1) a certificate to operate11 a. 

pubU,c utility water system, and (2) authority to establish rates. 

A Commission staff report, hereby received' as, Exhibit No. I, presents 

the results of a study of the application and of field investigations. 

made in connection therewith. 

Service Area 

The area for which a certificate is requested is· the Dimond 

Bar B Rancb Subdivision, located east of l>lack Oak Road, about Ii 
miles south of Soulsbyville, Tuolumne County.. I t is ult:imately to 

be expanded into a SOO-acre coxrrmunity consisting. of about 4?O resi­

dential lots and a recreational area. Under plan. for 1mmediate 

development is the requested 20-acr.e, cert·ificated area consisting o·f 

35 residential lots. 

Y Under Section 1001 of the Public Utilities Code) the certificate 
covers the construction, not the operation of the system.. Tbe' 
acceptance by tbe CottllDission of tariffs to be ,filed by applicant 
pursuant to the order herein will constitute operating authority. 

-1-



A. 49822 gg 

The nearest existing public utility domestic water systems 

are Crystal Falls 'Water Company .and Pacific Gas 3Xld Electric Company, 

furnishing service in the communities of. Soulsbyville and Tuolumne," ' 

respectively. 

Proposed Water System 

The source of supply is to be the Soulsbyville branch of 

the Tuolumne Ditch System of Pa.cific Gas and Electric Company (PG&E:). 

From the point of delivery by PG&E, applicant will tr~sport the 

water tbrough about 1.2 miles of ditch and 0.4 mile of 2~inch: 

galvanized and polyvinyl chloride (PVC) pipe to 8. treatment plant, 

consisting of a rapid sand filter and chlorinator. A pump, will 

boost the water through the fi.lter into a 3l,SOO-gallon stora.ge' 

tank, whence it will flow by gravity directly to the distribution 

system, conSisting of about 3',600 feet of PVC pipe. Applicant's 

nearby ranch bas a well, a tank, and several irrigation ponds whicb 

will be available as emergency sources of supply_ 

As additional subdivision units are developed at higher 

elevations, applicant plans to move the treatment plant and storage 

tank to 8. higher location so that all of the area can' still be 

served by gravity. At that time, a larger transmission ,main will 

probably be requ-ired. Exhibit No. 1 states that applicant, is 

willing to absorb any economic loss in connection with' en early 

retirement of the original transmission main. 

Applicant has already coxnmenced construction of part of 

tbe water system. Section 1001 of the Fublic' Utilities Code prohibits 

such construction until after a certificate of pUblieeonven:L.ence . .and 
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necessity is obtained. Fortunately,tbe parts of the system already 

installed are adequate. Applicant is admonished, however, to, 

familiarize himself with statutory and tariff requirements under 

which his utility operations must be conducted" to' avoid further 

unintentional violations.. Applicant t S attention is ~ireeted 

particularly to the Uniform System of Accounts for Class :D Water 

Utilities prescribed by this Commission.. In conforming with the 

accounting requirements, applicant should maintain adequate records 

to substantiate all entries involving charges by sff:f.liated: interests. 

Franchise and Permit 

Applicant alleges that there is no requirement for·· a 

franchise from tbe county.. Applicant also alleges that be has 

applied for a water supply permit to be issued by the Tuolumne 

County Health Department upon completion of the water system~ 

Rates and Earnings 

The rate schedules proposed in the application proVide 

for annual flat rate service, annual general.meteredservtce, and 

fire hydrant service. Applicant intends to' provide metered serv1.ce 

only in instances where a customer uses excessive amounts. of water .. 

Applicant's proposed ra.tes, modified to correct ,.an arithmetica.l 

error in the minimum charge for a 5/8: x 3/4-inch meter, are 

authorized as set forth in Appendix A to the order herein •. 

AppUcant is aware that tbe proposed rates,may not 

produce sufficient revenue to cover operating expenses- for the 

initi~l subdivision until all 35 lots are occupied. 

Financing 

Applicant proposes to finance with his own fu~ds the 
installation of about $30,000 ·of facilities to serve the initial 

I 

I 
development and .an undetermined' amount of subsequent plant additions, 1 
exc lUd:tng main extensions beyond .the in! ti~l development, which-are t 
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to be financed by subdividers.' construction advances· in accordance 

with the main extension rule prescribed" by this Commiss:7..on. Appli­

cant is also the subdivision developer and proposes to operate the 

system and absorb initial losses as a necessary part of the 

subdivision operation. Applic<lnt t s financial statement attached to 

the application indicates that he has adequate financial resources. 

Economic Feasibility 

'Xbe economic feasibility of the proposed public utility 

water system under applicant' s proposed rates is dependent upon the 

success of additional subdivisions .which applicant proposes' to' 

develop. Although applicant 1s willing and able to subsidize the 

water utility by absorbing initial losses, the rates he requests 

were prec1icated upon the revenue required to provide little more'". 

than operating expenses with full occupancy of the initial 35-lot 

unit. 

If and when additional tracts are developed, and customers ,. 

added, this almost certainly will provide incremental additional 

revenues in excess of incremental additional expenses. The operation 

under applicant's proposed rates may tben be economically feasible 

without subSidy and provide a reaso1?-able return. However, applicant 

is placed on notice that be cannot expect to earn a normal return on 

his investment in the utility unless and until some reasonable 

customer density is achieved. Further,. potential customers should be 

placed on notice that continuation of the initial rate leve·ls for any 

reasonable time in the future is dependent upon having. a sufficient 

number of customers under those initial water ,rates to· cover 

operating expenses. The order 'Which follows requires applicant, to 
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provide such notice to potential customers and to any customers 

whom applicant may already have served without authorization~ The 

o:der also provides for sending a copy of this decision to the 

CaliforniOl Depart:ment of Investment, Division of Real Estate , so 

that agency will be C':lTare of the situation in preparing its 

Subdivision Final Reports for the information of potential lot 

purchasers. 

Findings and Conclusions 

The Commission finds that: 

\ 
\ 

1. Public convenience and necessity require the construction 

of a water system to serve the certificated ~ea requested by 

applicant. 

2. The rates and charges authorized herein are-reasonable 

and should produce sufficient revenues to cover operating.expenses 

if and when all of the lots in the certificated area are, served. 

3.a. Applicant has the financial ability to construct and 

operate a water system to serve the requested' ,certificated area,. 

which shall be considered the initial development to wh:Leb,.. in ,this' 

case ~ the main extension rule' to be filed by applicant . shall not 

apply. 

b. The facilities propo$e~ to be installed. ,by .app.l~~· 'are 

adeq~te to serve the requested area and will conform to the . 

requirements of General Order No. 103. 

4. Part of applicant's proposed initial system" is .. cons'tructed 

and the remainder is planned for completion soon. 

S. The utility plant cost for the portion of the system 

completed as of January l~ 1968~ as set forth in' Paragra::;>h 24 of 

Exhibit No.1, is appropr.la.te' for applicant 'to record in his utility 

plant accounts as of that date • 
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6. Applicant's proposed initial depreciation ':rate of 3,per­

cent is reasonable. 

7.. Economically feasible operation of applicant's system, \ ' 
\ . 

without subsidy fro:n applicant's nonutility sources of funds under . 

the ~ates authorized herein is dependent upon applicant'seveneual 

serving. of more territory than that certificated herein. 

The Commission concludes that the application should be 

granted and that a public hearing 1s not necessary. 

ORDER .... ----~--

IT IS ORDERED that: 

1. A certi.f1cate of public convenience and necessity is 

granted to applicant, Harvey D. Beauchamp, Sr .. , doing business as 

Matt Dillon Water Company, autborizing him to construct a public 

utility water system to serve the Dimond Bar BRanch Subdivision) 

Unit No .. 1, consisting of about 20 acres, near Soulsbyville, 

TuollJXme County, as deli.neated on Exhibit C attached' to,thc'appli.­

cation. 

2.. After tbe effective date of this, order,· applicant is 

authorized to file the· schedules 0,£ ra~es set fortb i.n Appendix A 

to thi.s order, a tariff service area :map clearlyindicatingtbe 

boundaries of tbe,certificatec' area, appropriate, general rules, 

and copies of printed forms to be used: in de'aling with· customers .. 

Sucb filing. shal~ comply with General Order No. 96-A.. '!be t'ariff 

schedules sb.al.l become effective on tbefourtb' day after the date 

of filing'. 
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3.a. Exercise by applicant of the authority granted by paragraph 

2 of this order shall constitute acceptance by him of the right and 

obligation to furnisb public utility w~ter service witbin the· area 

certific~ted berein. The authority granted berein shall expire 

unless the designated tariff sheets are filed within one year after 

the effective date of this order. 

b. Within ten days after service is first furnished to the' 

public under the authority granted herein 7 applicant shall file in 

this proc:ee~ written notice thereof. 

4. Applicant shall prepare and keep current the ~ystemmap 

required by Paragraph I .10 .a. of General Order No. 103. Within 30 

days after the water system is placed in operation under the' 

authority granted berein7 applicant shall file with this Commission 

two copies of such map. 

S. Applicant sb4ll record in his books of account the utility 

plant account balances as determined by the staff as of Januaryl, 

1968 as set forth in the tabulation contained in Paragraph 24 of the' 

staff report7 Exhibit No. l. 

6. For tbe year 1968, applicant sball apply a depreciation 

rate of :3.0 percent to the original cost of depreciable plant·. 

Until reView indicates otberwise, applicant shall continue to· use 

this rate. Appl!eant sball review his depreciation rates at 

intervals of five years and whenever a major cbange in depreciable . 

p1.ant occurs. Any revised depreciation rate sball be deteminedby:: 

(1) subtracting tbe estimated future net salvag~ and the depreciation 

reserve from the original cost of plant; (2) dividing the result by 

the estimated remaining life oftbe plant; and (3) diViding the . 
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quotient by the original coat of plant.' TI'le rGsults, of each rw1ew 

s~"l\lll be submitted promptly to the Commis8ion~ 

7. Prior to filing the tariffs authorized herein~ applicant 

shall prepare copies of the Notice to Potential Customers' set forth 

in f.ppendix B to this order and shall mail a copy thereof to each 

customer. :Lf any. already being served. Until otherwise ordered by 

this Commission, applicant shall furnish a copy of this notice to 

each future potential customer before accepting an application:, for 

service. 

The Secretary of the Commission is directed to furnish- a " 
, , 

copy of this decision to the california 'Department of, Inves,tment~ 

Division of Real Estate. 

'!he effective date of this order shall be 'twenty days " 

after the date hereof. 

Dated at _____ Lo_s~Ang_-ellllll:cs~-, California, this' 

day of ___ J_U_N_E __ "{ __ , 

, , 
~ 

Commissioner Wlll1Ml M .. 'S~ml.ett. 'b~1n!:",', ' 
necessarily '~bsent. did, no:;'-~ic1pate-:- ,,­
in 'the dispos1 tion-', or ,th1s pX'Oceod1~ .. , " 

." . '.." 
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APPLICABILITY 

APPENDlX A 
Page 1 or $ 

Sohedule No. lA 

ANNUAL METERED SERVICE 

Applicable to all metored ~ater oervice furnished on anannualbnsis~ 

TERRITORY 

D1moDd Bar B Ranch Subd.1v1sioll,'O'rdt No .. 1,. and vicinity, loea.ted 
approx:ttna.tely It miles south~est ot Soulsbyville, 'l'uol\'lm2le CO\mty. 

Monthly Quantity Rates: 

F1rst SOO eu.1't-. or less ..................... ,,' ... 
Next 2,200 eu.1't., per 100 cu.!t ........... . 
Over J,OOO eu.rt.,. per 100 eu.~ ......... ~. 

Axlnuel. lItt,,1mnm CbIlrgG: , 

For 5/8 x 3/4-1nch metor ..................... . 
For J/k-1nch. moter ............................ . 
For l-1nch. meter .................... . 
For l~1nch meter ........................... · 
For 2-incb. meter •••••••••••••••••••• 

PorMeter 
Per Month 

$ 70}50' 
.,40 
..30 

Por Meter 
PerYe~ 

$ 90.00 
100~00' 
170.00 
280.00· 
350.00 

The Almual Minimum. Charge ..:ill entitle the customer 
to the quantity ot water ea.ch month ~hich. olle-t~elf'th 
of the 8.tlXlual min1m'UIll charge 'Will purcbase a.t the 
Y.ontbly' Quantity Rates. 

SPECIAL CCNnITIONS 

1. The annual min1:mum. charge a.pplies to service dur1:cg the 12-month 
period commencing Jo.nW3r,! 1 and is due 1n advo.nce. It a permanent. resident 
or the area. has been a. ~'t¢mer ot the utility tor atleMt 12'months,he . 
may elect, at the beg:1nn~Dg ot the calender year, to pay prorated minitc:um 
chargee in a.d.vc.nce at intervals of' less than. one year (monthly, b:1:monthly' 
or q'llarterly) in accordllnco with the ut.1l1ty's estab113hed b:11 Hng periods 

(Continued.) 
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APPENDDC A 
Page 201: 5 

Sehed'Ule No. l-A 

At-. ... NUAL MeTER'E:D SERVICE 

SPECIAL CC)i1>ttIONS - Centd. 

i'or"\18.'ter used in excess ot the monthly allowance under the amlualmin1mum. 
charge. When meters are read. bimonthly or quc.rterly, the charge will 00 
computed by doubl.1%lg or tripl1ng, respectively', the number or cubic teet 
to which each block rate.is applicable on a monthly basis. 

2. The openixlg bill tor met.ered. service,. except upon conversion from 
nat. ra.te service, sha.ll be the established. axmual m1nimmn cbargo for the 
service. Where initial service is established after the first· day or any 
ycar, the portion or such a:anual charge applica.ble to the C\lXTent year shall 
"be determined by multip~ the annual charge by one three-hU:ldred-01xty­
f'1!'th (1/365) or the n'Omber or days rema1 "1,,g in the ee.lenc1r yea:r. The 
ba.la:o.ce oi' the pa.j7X:l.ent ot the initio.l a:cnual charge shall 'be credited 
against tho Charges tor the succeeding ~ual period. If se~1ee is not. 
eontinued tor a.t. least one year ~er the date of in1tials~rv1ce, no refund 
or the initial a.:mual che.rges shall be due the customer. 
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APPENDIX A 
Pa.ge 3 or 5· 

Schedule No. 2RA. 

ANNUAl RESIDENTIAL ~ RATE SERVICE 

APPUCABlUTY 

Applieaole to all flat rate resi~ential water service furnished on an. 
azmw o.a.sis. 

Dimond Ba.r B Ranch Su'odivision,;Onit No .. 1, and vicinity> located 
approximately 1, miles ~uthwestor Soulsbyville ~ tuolumne. 

~or a ~ingle-r~ residential unit> 
~cluding pr~$es •••••• ~ ••••••.•••••.•.•... 

For each add1tionaJ. :single-1"a:mily residential 
unit on the same premises and served from. the 
~c service connection ••••••••••••••••••••• 

SPECIAL CONDITION'S 

Per Service Connection 

50.00 

1- The above £lat ra.tes apply to- ~ervieC'" connections not larger than 
3/4-ineh in diame~r. . 

2. All ~rviee not covered b:r the above Cl8.3siliea.tions sha.ll be .' 
~'hed only on a metered basis. 

3. For service covercd. by the above class1ficatioM,) if theu.tility so 
elect:;... a m~r ,hall 'be ~talled. and. service provided 'Im~er Schedule No· .. 
lA., AMuaJ. Ketereci Service... effective as' or the .:f'irst day or the rollow.tng. 
calendar month. lr.1here the nat rate charge for- a period ha.s been paid in 
advance~ retund or the prorated ditterence between suCh flat rato payment 
and the minim\ml meter charge for 'the S3me period shall be made on or before 
th.:l.t day.' 

( C¢nt::tnued.) 
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APPENDIX A 
Page 4 or 5 

Schedule No. 2M. 

A.~"NUAL RESIDF:NTIAt FLAT P~.TE SE'RVlCE --
S?C:~A!. CO!-'!>7TIONS - Contd., , 

4.. The a:mu.aJ. tlat ra.te eha.rse .t&.pplio$ to service d-ur...ng th~ 12-l:lonth. 
period. eo:mencing Ja:tJ.uary 1 a.."ld. is due in advance. !t ~ perrnenent resident. 
or the area ha$ been a customer of the utility tor a.t least. 12 months ~ he 
may elect~ at the beginning ot the calond~ year~ to. 'Pfly prorated: nat. rate 
eharses in a~vacce at intervals of less than one year (~onthly> b~onthl7 
or quarterly) in a.eeor~ce 'With the ut1lit:r'$ ostabliahed billing poriod~ .. 

5. The opening bill for :nat. rate service shall bo the established. 
ann~ !la~ ra.te charge tor the service. Where il~ti3.l service is e~tab­
lishcd. a..f'tcr the first. c.ay of :xr.:y- year> tho portion or 3ueh.'ltlnual cha.:-ge 
applica.'blo to the current year shall be determined by multiplying the 
nxm'UAl charge by one three-h'Jllclred.-~iXty-ti!th (l/;365) of the n'Ulnbor of 
d:l.ys remaS"~ng in the co.loncmr ye\l.r. The b3J.ar.ce of the paymont ot the 
inititt.l a.."l."lW chc.rge ~ha.ll be credited ag~st ~ho eha.rses tor the 
succeeding onuaJ. period. Ii" oervice is not continued tor at lOa.3t one 
yoa:: after the date of initiel service~ no- rotund. of the in1tiaJ. annual 
cha:-ge$ shall be due the ~tomer. 



APPIlCABIUTY 

APPENDIX A. 
Pago S or 5 

Schedule No~ 5 

POBtIC FIRE BYDRANT SERVICE 

~. , 

Applicable 1;Q all :nrc hydrant service !'urnished· t.o munieipali ties, 
duly orgam.zed tire wtri~ and other politiw subdivisions or the 
State. 

Di:1ond a:.r B Ranch Subdivi~ion, Unit ~o: 1. l~t¢d o.pproxilr ... ~.t~ls 
l! :ci.lO$ southwost of Soulsb::v-".,U;lc ~ 'l'u.ol'Ul:no CO'U.."'l.ty. 

RATE -. 
For each 4-ineh dly barrel hydrant • ~ ........................... .. 

SPECIAL COND!TIONS 

1. Forwatcr delivered tor other than tire protection purposos~ 
chareosshall be made .2.t the tail block ratolmder Sched'Ule No~ 1A>­
An!'lw Metered Sern.ce. 

2. Reloca.t.ion 0'£ axr:r hydrant. shall be at the expel.'lSe or the party 
request:ing rcloc;.tion. 

3. Fire hydrants Wll be at't.!l.chcd to the utility's distrib'llt:ton 
mains upon recoipt of proper 4uthoriZ4tion !rom the appropriate public 
authority. Such authori~tion ~hall designate the owner.ship~ typo and 
size of hydrant and the specific location at which ea.ch is to be 
ins't.;.lled-

4. Tho ut.il:i.ty 'Will supp~ olity' such water at. such preS.5U%'e as :m.ay 
be availa.ble £'rem time to timo a.:; a result or its normal operation or the .. 
~. . 
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APPENDI~C 'B 

NOTICE TO POTENTIAL CUSTOMERS 

!be initial rates authorized for Harvey D. Beauchamp, Sr .. :. 

doiIig business as l1att Dillon Water Company:. can be, e,,--peeted to 

remain. in effect for a 1:easonable period' in the future only if the 

utility serves a sufficient number of customers to· ,cover operating 

/ expenses. '!be utility's owner is absorbing initial losses from'the 

operation of the utility. A s1gnificant~ but' presently indeter­

minable, rate increase could be re~uired at some future time if 

the customer growth rate is slower than anticipated by the utility. 


