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Decis:lon No. 765G8 

BEFORE THE PUBLIC UTILITIES COMMISSION OF !HE STAXE OF CALIFORNIA 

In ehe Matte= of ehe Application of ) 
ARDEN WATER COMPANY ~ a Califo'f."l:l1a ) 
co=poration~ for authority to cx- ) 
tend service to a nonconti~louS ) 
area. ) 

--------------------------------) 
OPINION ......... ,.""..._ .... _ .... 

Application No. 51319 
(Filed August 13, 1969) 

krdenWater Co:npany (applicant) seeks authority to extend 

its water system to a new subdivision (Tract No. S235) i~ an unin­

corporated portion of Kern Co~ty. This subdivision is noncontig'..lous 

to applicant's presently authorized service area and approxtmately 

4,000 feet we$t thereof. Both the existing service area and Tract 

No_ 3235 are in an area known as Wofford Heights. 

As of August 31, 1969, applicant W.:lS serving 542 customers 

a:lC had 53 public fire hydrants. 

The verified .:lpplieation states that the total a~ea to be 

served by the proposed extension is approximately 30 acres d~vided 

into 63 lots which vary from approx1m.:ltely 10,000 square feet to 

approximately 32,000 square feet; that the eleva:ion varies from 

3,290 feet to 3,515 fec~; that the subdivision is to be a mountain 

cabin and mobile home weekend vacation type ~rea with some permanent 

resi~nts; and that the tentative subdivision map h.a.s been .spp-:oved 

by Kern County .. 
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The application further state's. that the' water supply 

will be from two wells; that the wells 'Will prO<luee a, total of 

80 gallons of water per minute; that the water is pumped into a 

1,000 barrel (42,000 gallons) storage tank and from there to a 

15 horsepower booster pump wh1chforces the water to a pressure 

tank from which water "t.T1.11 be delivered-to the tra.ct at pressures 

varying between approximately 28 .. 8 psi' and 1'21.2 psi; that the 

system will include the two wells, t'VJO well- pumps, one booster 

pump, a 42,000 gallon storage tank, & 1,SOO'gallon pressure tank, 

3,900 feet of 4-inch cement 4SbestoS p1peand 231 feet of 4-ineh 

ga.1van1zed pipe. All services are to be metered.' The applicant 

estims.ted that the total original cost of the initial installation 
11 

~ll be $29,178. 

Applicant has been granted a franch1s'e' by the County 

of Kern (Ordinance No. F-124, cia.ted March 19, 1968) and asks 

authority to exercise this franchise. The franchise is a 20-year 

nonexclusive, renewal franchise to construct and operate water 

pipe lines and appurtenances in and under all public highways in 

unincorporated county territory, generally in all of applicantTs 

presently existing and herein requested serviee areas. The 

franchise ordinance became effective on April 18, 1968. It 

provides for percentage payments from gross annual receipts and 

gross earnings collected or received by applicant during the 

franchise term, such payments to be in accordance with the terms 

and provisions of Ordinance No. F-3, the CountyTs general franch1se 

ordinance. 

1/ The staff estimated $29,528 to include an allowance for lawyers' 
fees and an allowance for meters to measure the production of 
the t'NO wells. 
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Applicant has a water supply permit from the State of 

California, Department of Public Health. 

ree system is in co:nplience with the requirements of this 

Commission's General Order No. 103. 

Rates will be the same as existing rates in applicant's 

authorized sCrv'ice area (an increase bas been reG,uested by 

Application No. 51361, filed on September 15, 1969). 

Applic~nt will execute a refund contr.zct in favor of 

the subdivider afte~ receiving authority to do so from the 

Commission. Applicant pro,oses tbzt the amount of this contract be 

less than thz developerfs actual costs by $3,500 to allow for the 

incre~sed cost of water production over what applic~ut ~ould need to 

sp~nd in its present service area and to allow for ~tu=e relo~tion 

of the storage tank (probably in connection with future subdivision 

activity) which is not being utilized to best advantage in '.its 

proposed location. The $3,500 would be treated as a contribution 

and credited to Account No. 265. 

In order to assure the fi~~cial integrity of the public 

utility) it is proposed that a contract be ~~ecuted with the 

developer which would require the latte= to pay the ap?lica~t ~n 

initial amount of $1,350 and the~cafter to pay ~o the utility 

corporatieu'$20 per lot sold for the first 37 lots ~ol~. Tncse 

cesh advances from the subdivider would be deposited in :t sepo'!rate 

interest bearing savings account ~nd would Oe usee! for out-of-poc~e 

costs of operations, ~epairs and maintenance of the water system to 

the extent not provided by operating revenues. In~crest earnee ~~ 

savings account would be ad.dcd thereto. P.J.so the 22 pereen:: of 

-3-



A-S1319 - LR/a~ 

, revenue refunds normally made to the subdivider would be deposi~d 

to this s~e account, until the system is assured of ~pera~~ at 

a profit (estimated as the t~e when 37 bona fide cu~tomcr~ ~re 

reached or 10 years). Funds remaining i'O. this special account one 

year after 37 bona f~de customers are rCAchcG (0= after 10 years) 

'O.ot utilized for the purposes set out above would be refunded to 

the subdivider. 

As planned, the systec would be fina~ced almost entirely 

by the subdivider. The entire eost of the iuitial i:lSt<:.lla.tio:l ·Aould 

. "oe bj'" a cash advance under a main extension contract. the utility 

would finance the cost of meters and meter installations. The 

subdivider would p:ovide an adeitional e~sh advance to provide for 

initial (estimated as lasting 10 years) o~erational losses. Pa~ 

of this cash ad"'"anee would come from the 22 percent of revenue 

refunds norca1ly made to the subdivide~. 

The CommiSSion staff made a field investigation in 

connection with this application. !he report is hereby received 

&$ Exhibit No. 1 in this proceeding. The report subs:antia~es the 

requests and figures presented by the appli~an~. 

Applicant estim&tcd that there would be ~o oue-of-pocket 

losses after 10 years or when 37 customers were served in !raet 

No. 3235 at present rates. 
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2/ 
A: present rates) the staff esttmates that there will be 

a sufficient accumul~tion of funds after 10 years to meet the 

operating losses incurred during the first 13 years of operatiou. 

No additional assignments of main cxteusio~ refunds to the special 

fund proposed by applicant wo~ld be appropriate after the fund 

reaches an amount equal to the total estimated operating losses. 

At til:l.es there will be deficits in the estimated loss reimbursement 

fund which would have to be borne by applicant. !he precision of 

the revenue aud operating loss cs:imates is not of Q degree 

sufficico.t to justi:y revisioo. of applicant t s proposal as to <!eposits 

in the fund. 

'Ihe Cotm'llissicn f!.nds that: 

1. A public hearing is not neeess~ry in this matter. 

2. Applicant posscs~cs tee fi~ncial resources to ~equire 

distribution meters a':l.G. well meters a~d to construct and 0FCr.a.te the 

proposed system. 
3. The water supply ~ne eistributio~ f~cilities wlll be 

sufficient to enable ~pplicant to provide reasonable service for 

the additional area which it seeks authority to ser:e. 

4. Applicant's rates presently autborized by the Commission 

are fair and reasonable for the service to be rendered in the 

additional area for which applic~nt $ee~~ herein authority to serve. 

,------_ . .".., .... -,.+--
£/ Applica~t bas filed A??l~catiou No. S~361 re~uesting ~ r~te 

i't'~crease. '!'he s1:aff estimates that i~ A??licat1on No. 51361 
is granted there will be a sufficient ecc~~a:ion of fun~ 
after six years to mce:t: the operati'Cg losses during t~c first 
ten years of operation. 
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s. Public convenience and necessity require that applicant 

be authorized the sddit10nal area for ~hich authority is herein 

sought. 

6. ~blic convenience and necessity require the exercise by 

the applicant of the rights a~d priv11~scs gr.3nted in the franchise 

conferred by Ordinance No. F-l24 of the Boerd of Supe=visors of 

the County of Kern .. 

The staff's modifications to ~pp11cantrs fund requests are 

reasonable .. 

7. Applic~nt should be autcorized to execute the loss 

reimbursement agreement with the developer of Tract No. 3235. 

8. Applicant should be authorized to deviate from its filed 

main extension rule as requested. 

9. Applicant should secure title to the well sites, storage 

and booster tank sites and other property outside the service area. 

It should also secure ea~ements for the lines inside the tract. 

Conclusions of La.w 

1. The application should be granted as set forth in the 

ensuing order. 

2.. Applicant should, prior to the ttme service is first 

furnished to the public under the authority herein granted, have its 

water supply permit exzcnded to i~clude the area herein certificated. 

The certific~tes of public convenience and necessity 

issued herein are subject to the followtng provision of law: 

The Commission shall have no power to authorize 
the capitalization of the franchise involved 
herein or these certific~tes of public convenience 
and necessity, or the right to own, operate or 
enjoy such frauehise or certificates of public 
convenience and necessity in exeess of the amount 
(exclusive of any tax or annual charge) actually 
paid to the State or to a political subdivision 
thereof a.s the consideration for the issuance of such 
frauchise, certificates of public convenience and 
necessity or right. 
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ORDER. ..... ~---

IT IS ORDERED that: 

l~ Applicant is granted a certificate of public couvenience 

and necessity to extend service noncoutiguously to Tract No .. 3235 

iu Kern County as delineated on a portion of the map attached to 

the application. 

2. Applicant is granted a certificate of public convenience 

and necessity to exercise the rights and privileges conferred by 

the franehise issued pursuant to Ordinance No .. F-124~ adopted 

March 19, 1968, by the Board of Supervisors of the County of Kern. 

3.. After the effective date of this order) applicant is 

authorized to file revised tariff sheets, including a tariff service 

a4ea map, to provide for the application of its presenc ear!ff 

schedules to the service area c:ertificated herein. Such filing 

shall comply with General Order No. 96-A.. The effeetive date of 

the revised tariff sheets shall be four days after the date of 

filing .. 

4. Compliance 'by applicant with paragraph 3 of this order 

shall constitute acceptance by it of the right and o'bl1gation to 

furnish public utility water service to Kern County Tract No .. 3235. 

The authority granted herein shall expire unless the designated 

tariff sheets are filed within one year after the effective date of 

this order. 

5. Within ten days after service is first furnished 1:0 the 

public under the authority granted herein, applicant shall file in 

this proe~~di1,'\g ~11:ten noi:l.("(10 thc!roof ro tlUj!; Cozmnis;.l=:Lon ... 
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6.. Applicant shall obtain title to the land used as sites 

for its operative plant, 4'Cd easements for its trtl:c.smission and 

distribution lfnes. 
7.. The effective date of this order shall be established 'by 

supplemental order of the Commission after applicant has filed: 

a.. An executed copy of a main extension contract for 'l'ract 
No. 3235 to make refunds on both intract and spe<;ial 
facilities based upon 22 percent of the revenue derived 
from '!ract No .. 3235. The amount of this contract shall 
be $3,500 less than the cost of these facilities (ex­
cluding meters).. Applicant shall credit the $3,500 as 
a contribution in aid of construction. 

b. kn executed loss reimbursement agreement in a form 
accept~ble to the Commission which shall provide that 
the 6:a·:elopcr of Tract No. 3235 o;.1ill immc~iately pay 
applic~nt ~ lump sun of $1~350 plus s~bsequent amounts 
of $20 per lot upon the s~le or tran.sfer by developer 
of ~be first 37 lots in Tract No. 3235, plus the 
re:fucds from the main extension eon1:ract czeeuted 
between applicant and subdivider for Tract No. 3235 for 
the number of years necessary to total sufficient 
funds (excl~ding interest) to cover the staff's estimated 
total cash drain tabulated in Table A (present rates) 
or Table B (if the r~:es proposed in APplication 
No. 51361 are gr~ntcd), of the staff report entered 
into evidence 1:1 this proceeding ~ as EXhibit No.1. 
Such fundS, together with interest earned thereon, 
shall be used only to pay out-of-pocket (cash) 
operating expenses and taxes iu connection with the 
operc.tions of the utility's system to the extent tbat 
such operating expenses cnd taxes actually incurred 
exceed gross revenues. !be maximum allocation of 
management sala::ies, herein, shall be $100 plus one 
dollar per custocer per year. Expendit\lX'CS £rom the 
fund for these purposes shall uot exceed the staff's 
estimated cash drain for each year as tabulated in 
Table A or Table 3, if ~pplicable~ of the staff report, 
plus the rela1:ed accrued interest. Upon the fourteenth 
anniversary or the tenth anniversary (if the CommiSsion 
.:lutl'lorizes the rates proposed in Application No. 51361) 
of the initial depoSit, or with Commission approval at 
such time Tract No. 3235 is operated without any cash 
drain, any amount remaining in the special fund not 
utilized for the purpose set out aboVe shall be re­
funded to the subdivider .or paid to his designee. 
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8. Applicant shall provide subdivider uitb. a statement not 

later than March 31 each year dct.o.iling the purpose, description 

and amount of all additions to and 't1ithdrawals from the fund 

during the prior calendar year, and the balance in the fund at the 

close of the year. A copy of this statement shall concurrently be 

filed 't~th the Coannission, attention of the Finance and Accounts 

Division. 

Dated at _..:&.n;;::.';/~..:;'Fmnci.?sj9~aroa·~ __ -?'. Co.11fomia, this /till;, day 

of DECEMBER' 1969. 
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