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Decision No. ____S0626 I @@H@m]@&, . |

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

of SPLIT‘MDUNTAIN’WAIERMOOHBANY;-

a California corporation, for a :

cextificate of public convenience Application No. 53084

and necessity to construct a pub- (Filed January &, 1972)
- lic utility water system near ‘

Wofford Heights in Kern County D, |

and to establish rates for service.)

In the Matter of the Application §

Oscar Greeme, for applicant.
Eugene 5. Jones, for the Commission staff.

OPINION

Split Mountain Water Cdmpany, a California corporation,
requests a certificate of public convenience and necessity to con-
struct a public utility water system to sexve 110 lots near Wofford
Beights in Kern County and requests: authorization of rates. Hear-
ing on the application was held, after duc notice, before o
Examiner Coffey in Bakersfield on June 15, 1972, The matter was
suwmitted on July 31, 1572 upon receipt of the repoxter's txamseript.

Split Mountain Water Company is solely owned by‘PaIé
Rauches, Inc., the subdivision landowner and developer of two
tracts hexein considered, Tracts Nos. 3141 and 349l. Pala is in
Turn primarily owned by its parent coxrporation, Kern River Dig-
tributors. Both parent corporations and Split Mountain Water Com-

pany are controlled by Oscar Greeme, president of Split Mountaic
Water Company. ,

Applicant’s existing system sexrves 101 lots of Tract |
No. 3141, which lies south of Highway 155, about two miles west of -
Wofford Heights, California. The new tract, No. 3491, o ‘
lies on the north side ofinghway 155 across the road from appli-
cant's presently certificated area, Tract No. 31l4l. , '

Applicant's request stems from the development of Tract
No. 3491 and by the requirements of Decision No. 76723, dated
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January 27, 1970, which ordered that applicant shall not extend its
facilities or offer to provide service outside of Tract No. 3141 -
without further order of the Commission. In addition, the decision
found that before extending service beyond Tract No. 3141l an
additional source of supply should be securxed. Applicant initzally-
began operations as a public utility water company undexr the provm-
sion of said decision to provide service to Tract No. 3141.

The proposed new service area, Tract No. 3491, is moun-
tainous, totaling 122.52 acres with elevations varying between
3,450 to 3,929 feet. The area is divided into 110 lots, averaging
slightly wore than one acre per lot, with the smallest lot being
10,000 squaxe feet and the largest being five acres. .

The subdivision is designed for mobile homes and mountain
cottages and the lots are to be sold without homes. 4 tentative.
subdivision map was approved by the County of Kern on November 7,
1570, and is attached to the application marked as Exhibit 3.
Subdivider, Pala Ranches, is now in the process of building'rbads~
and developing the homesites for sale as soon,as water is made
available,

As of June 15, 1972, approximately 90 of the 101 - lots in
Tract No. 3141 have been sold, mobile homes have been installed om
36 or 37 of the lots and about three conventional homes have been
built. The staff report on this application indicates prospective
puxchasers have spoken for 20 lots im Tract No. 3451. |

Applicant proposes to apply its presently filed rates .
which have been in effect since imitiation of watexr sexvice in 1970.

In lieu of iastalling meters, applicant is charging'its
customers the minimum charge included im applicant's filed meter
services tariff Schedule No. 1. Applicant has no £lat rate tariff
on file. : .

Applicant rents space in the office of the Arden,water
Company. A propame serviceman and a propane driver, employees of
Xexn River Distributors, axe availdble to operate and maintain
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applicant's system. The servicemézn works part-time for Axden Water _
Company and is available to applicant, but it appears that as of the
hearing date in this matter no charges for the time of the service-
man have been made to applicant. The Genmeral Manager of Kern River
Distributors inspects the operation of the system pump each morni:;x‘g
on his way to work. No charge is made for this service. The book-"
keeper of Xern River Distributors does applicant's b:t.ll:f.ng for which -
$20 a month is charged. R

In addition to the 41.81 acres of Tract No. 3141 and t:he
122.5 acres of Tract No. 3491, Pala Ranches, Inc., owns an addi~
tional 1,000 acres. Pals Ranches has started the development of a
new unit of 100 lots and estimates Pala Ranches will ultimately be
divided into about 650 units. ‘

The primery source of water presently serving applicént'é. o
system, Well No. 1, is capable of pumping 105 gpm into steel “storage ]

tanks having capacities of 21,000 gallons and 100,800 gallons. These

tanks gxavity feed the system to maintain distribution pressures
required by Gemeral Oxder No. 103.

An alternmate source of supply, Well No., 2, capable of
Producing 35 gpm for emexgency service, is commected to the system.

This source is owned by Oscar Greene and is dedicated for that serv- . o

ice by a contract, a copy of wh:.ch {s attached to this application
as Exhibit 10. .
Applicant, in its original Application No. 51203 ﬁ.led a
geologist's report with the Commission marked Exhibit 11 and titled
"Report on the Water Resources of the Tillie Creek Drainage Basin,
Xern County, Califormia.” This report concluded that the amount of
water in the Tillie Creek Basin was ample for tke development con-
sidexed, and further comcluded that "In the future, should an in-
crease in the amount of water be needed, the recharge of the ground
water reservoir might be accomplished by building small gravity dams

on Shirley and Tillie Creeks to slow down the runoff and. :[ncrease
pexcolation by lateral spreading.
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Exhibit &4 of this application includes the desiga and
calculations showing that the proposed gravity water system for
Tract No. 3481 meets the requirements of General Oxder No. 103 as
amended January 24, 1967. The 210,000-gallon storage tank is
designed to give an adequate rate of flow to supplement the 55
gallons per minute capadbility of the new Well No. 3 to meet the
design criteria of three maximum days in a row, including 250 gpm
fire flow which is required by Kern County. The water system for
Tract No. 3491 has been designed to be self-sustaining, but will be
interconnected with the company's Tract No. 3141 system so that
Well No. 2 may act as an alternate souxce of sdpply in case of an
emergency breakdown in Well No. 3. The staff report states that
the system coumplies with General Oxder No. 103. At the time of the
staff field investigation in Janmuary 1972, applicant had completed
tests on Well No. 3 and had the 210,000-galion tack in place.
Applicant's existing and proposedfservice'areas-are:in7
mountainous and canyon type terrain with many trees and bushes.
These tend to hide tke company's pumps'and'tanks:generally'from'view 7
and when seem are of such color that they blend in with trees and
the texrain. Consideration of the aforementioned factors, community
values, recreational and park area, historical and aesthetic values,
gud influence on enviromment, leads the staff to conclude that none
of these factors should preclude applicant's request for a certifi—f'
cate. S
The primary purpose of the hearing in this matter was to
give applicant an opportunity to demonstrate that if applicant is
granted the requested certificate it will be an economic operation
capable of not only generating enough funds to provide for cash
needs but also will be a financially sound institution that the
Commission reasomably can anticipate will be able to render service
to its customwers at reasonable rates in the foreseeable future.
Applicant estimates that in the first year of operation
expenses will exceed revenues by $980 and that in the fifth year of
operation expenses will exceed reveuues by $224.
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After reflecting accounting adjustments proposed by the
applicant and the staff witness, it appears from applicant's arnual
reports to this Commissiom, that it lost $1,853.26 in 1970, the first
year of operation, and in 1971 the loss was $1,182.07. From the
annual reports out-of-pocket costs exceeded revenues by $71.60 in
1970, and by $300.79 in 1971. Noume of the foregoing amounts fully
disclose the economics of the proposed operation. For instance, no
&llowance for the xrepayment of advances for comstruction is _
reflected in any of the figures. This record contains no estimates
of the results of operation when Pala Ranches is fully develaped
to 650 umits.

The application states the intention of applicant to -

Yexecute a contract, acceptable to the Commission, with the developer, B

Pala Ranches, showing that no lot in Tract No. 3491, shall be sold
transferxed, ox encuumbered without payment of $70.00 by develoPer
at the time of the transaction for each of the .... 110 lots ....
& total of $7700.00 with appropiate escrow imstructions for the
deposit into an interest bearing special fund account of the utility
separate from other cash accoumts, with a non-affiliated financial
institution; further that the funds thus deposited into the appli-
cant's special fund account with its earned interest shall be used,
insofar as operating revenues axe deficient, only for out=-of-pocket
operations, repalrs, mzintenance and replacement of facilities |
exclusive of any management salaries paid to stockholders for the
developer of Tract No. 3491." |

The staff recommends that the Commission guthorize appli-
cant to extend its system into Tract No. 3491,

We shall herein grant applicant's request and we shall
continue to require a contribution of $70 per lot for Tract No. 3491
although we have some reservations as to the adequacy of the amounmt.
Applicant will be required to make a showing as to the adequacy of
this amount before extending service to an adjoining tract and may,
at that time, be required either to make a lump sum deposit to |
increase the balance in the loss reimbursement fumd, or to. increase
the contributions per lot.

«5=
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On the other hand, if this utility is mexged 1nco a Larger,‘
self-sustaining utility, the resulting economies of operatmon mxgh*
aeke a fund of this size unnecessary. In such an ins.ence the matter '
of a refund to the developer of all or a portion of the loss reimr
bursement fund may be referred to the Commission for conslderation.['
Findines and Conclusion

We find that: , ,

1. Public convenience and necessity require the constructxonﬂ
of the proposed water system to sexve the area in Tract Nb. 3491,

2. Applicant's avaijable water supply is of adequate quality -
and quantity to serve applicant's present servmce axres and Iract
No. 3491. - 7

3. The application of applicant's present rates for water
sexvice Im Tract No. 3491 is reasonable. n

4, Applicant has the finaccisl ability to serve Tract
No. 3491. , ﬂ‘ '

5. The extension requested nerexn could be made under Sec~
tion 1001 of the Califormia Public Utﬁlltxe; Code ercept ;or

restrictions imposed by the Compission.

6. The staff recommcndations axe reasomable. \

7. Duxiag the first five years of operation epplicant will
sustain substautial operating and out-of-pocket cash lo*scs.

&. This recoxrd dces not establish applicant's operation will
be economically self-sufficient in the foreseeable ku:are,

9. Applicant expects ultimately tb-serve apprdxima#ely 650 

S.

The State of Califormia is constructxng a freeway wh;ch
will provide access to the arez served by applicant.
1l. 7The constxuction 2nd operation of the propesed we *er‘
system wiil have no kmown adverse effect on the enviromment,. or on

nistorical 2nd acstketic values, or or recxeational and phr&.arcasw.
or on commmunily values.

We conclude that the appl;cat“~n should be granued uofthé5f*”

exteat and undexr the conditions set fu“th in the o*aer wh;ch ‘ollbWéﬁf

6~
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‘ The certificate ¢of public convenience and‘necessity‘isSued‘r'
herein is subject to the follewing provision of law: o

The Commission shall heve no power to. authorize the capi-
talization of the franchise involved herefn or this certificate of
public convenience and necessity, or the r1ght to own, operate or
enjoy such framchise or certificate of public convenience and neces-
sity in excess of the amoumt (exclusive of any tax or amnual charge)
actuzlly paid to the State or to'a political subdivision thereof as
the consideration for the issuance of such franchise, certiflca-e on\
public coavenience and necessity or right.

The action taken herein is for the issuance of a'certlfl-
cate of public convenience ard necessity only and is not to be con-
sidered as indicative of amounts to be included in proceedinga for B
the purpose of determining just and reasonable rates.

IT IS ORDERED that:

1. A certificate of public convenience and nece331ty is
granted to Split Moumtain Watexr Co., subject to the conditions of
this order, autherizing it tc comstruct g public utility water system_
to sexrve Tract No. 3491 as delineated iInm Exhibit 3 a.tached to
Application No. 53084,

2. Applicant is authorized to apply its presently £1led
tariff rates and rules to the area herein cert*fled

| 3. Within ten days after the date sexvice is first “endered
to the public within the area herein authorized, applicant skeall .
sudmit written notice thereof to this Commission.

4. Applicant is authorized to file after the effective date
of this order a tariff service area map clearly indicating the
boundaries of the area authorized to be served, Such r;llﬂg.shall

comply with Gemeral Ordex No. 96~ and shali be effective on thP
fourt day after the date of £fili

S5+ The authority to serve the ares granted here;n shall expire‘

tniess the designated map is filed within one year aite* the effec- ; ‘:

tive date of this order.

YR
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6. The effective date of this oxder shall be established 'by
supplemental order of the Commission after appl:.cant has (a) f:z.led "
2 copy of the recorded easements and conveyances of title to apph.- .
cant's operated plant sites and pipeline easements in '.L'ract L
No. 3491; and (b) entered into a loss reimbursement agreement n.n ,_
accordance with the form attached to this order as Appendix A wha.ch
provides that the developer of Tract No.. 3491 will P8y applicant the:
amount of $70 per lot upon sale or t:ransfer by developer of. lots in"
Tract No. 347i. S

After the effective date of this order applicant" shall
file, in conformity with General Order No. 96-A, a schedule of rates
as attached to this repoxt, marked Appendix B.

Dated at Los Angeles Caliform.a thlS _/_ day
of _ OCTARER  , 1872.

T COMMLSS100ETS
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APPENDIX A
"Page 1 of 2

Loss Reimbursement Agreement

Applicant shall enter iato a loss reimbursement agreemeﬁt in
a form acceptable to the Commission which requires the developer to
pay $70 to the utility to be deposited in a separate, interest~
bearing account in a bank or savings and loan association in
California upon the imitial sale or transfer by them oﬁ'any‘IOts
within Traect No. 3481. Such funds, togethex with;interest@thereon,
shall be used only for paying the following costs of the utility and
only to the extent that water service revenues are less than expen—
ditures: % ‘

1. Out—of-pocket (cash) expenses propexly chargeable
to the below listed accounts in the Uniform System
of Accounts for Class D Water Utilities prescribed
by Decision No. 69950, dated November 16, 1965:

Ac. 704, Purchased Water,

Ac. 726, Power,

Ac. 724, Operation and Maintenance = Employee Labor,
Ac. 735 Cperation and Maintenance - Materials,

Ac. 736 Operation and Maintenance - Contract Work,
Ac. 507. 1, Property Taxes.

Replacement or improvement of piant facxlitieo

of the utility provided that such expendi- -
tures bave f£irst been authorized by a letter from
the Secretaxy of this Commission.

A maximum of ten pexrcent of the cumulative acount

paid into the fund, exclusive of disbursements .
therefrom shall be “utilized to pay the above expenses

in any single year.

4. No amcunts in this fund shall be diSbursed to pay
salaries 0% _expense of owners, offmccrs oxr’ memberv
of oumex's family.

Upon the 20th anniversary of the initial deposit"any-amount
remaining in the loss relmbursement fund not utilized SBdLl be
refunded to the developer or pazd to his designee., If,,prlor to the
20tk amniversary of the initial deposit, the utility iswb:oviding |
water service to not less than 400 active services, and is earningg
a reasonabie return om its investxent, cither the utxlxty or the
develsper may raquest the Commlqsicn,bo dixect the ut.lity to
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Loss Reimbursement Agreement

refund any unexpended balance in the loss reimbursement fund to the
developer or his designee. For purposes of determlning the number
of active services as refexred to in this subparagraph, each occu~- ,
‘pled rental trailer space shall be considered to be an active sexrv-
ice. - : \ | '
| Applicant shall provide the developer w1th a statemenx not
later than March 31 of each yeaxr, detailing the puroose, descrmptxon
and amount of all additions to and withdrawals from the fund durlng
the prior calendar year, and the balance in the fund at the close of
the year. Two copies of this statement shall concurrqntly'bevfiled[
witk the Coumission, attentfon of the Finance and Accounts. Division.
Two copies of said loss reimbursement agreement shall be filed with
the Commission, attention of the Finance and Accounts D1v1sion,

concuxrently with the filings of tariffs by the utillty.
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Schedule No. 2R
RESIDENTTAL FLAT RATE SERVICE

APPLICABILITY .
Applicable to all flat rate residential water service.

TERRITORY

Tracts Nos. 3141, 3491, and vieinity, near Wnfford Heights, Kex;:}._ Cowmty.

RATES | © Per Service Cormection
‘ - Per. Month o

For a single-family residential uhit, S
inCluding premises essesapesansasantbennens ’ $3’h5' ’

For each additimnal single-family
residential undt on the same premises
and serviced from the same service
connection . seemssesnanss

SPECTAL CONDITIONS

1. The above flat "re.tes apply to service comnections not‘largyer than
cne inch in diameter. - , ‘ o

2. ALl service not covered by the above clsssiffcatfens shell bo fur—
nisked only on a metered basis. : ' o

3. Tor service covered by the above claszifications, if the wtdlity or

the customer so elects, a meter shell be installed and service provided
under Scheduls No. L, General Metered Service. : o




