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Decision No. 848553 @RH@HNAL R B
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE S‘I‘A‘IE OF: CALIFORNIA ‘

In the Matter of the Application of

Tokay Water Co., Inc., for a :

Certificate of Public Convenience

to operate a public utility water - Application No. 55566 &
system in the unincorporated.town ~ (F{led March 14, 1975) ~ .
of Woodbridge, San Joaquin County, S o
to establish rates for service, and '

for an order authorizing the issuance
of capital stock. :

Stanley D. Kirst, for Tokay Water Co., Inc.,
applicant.

Phillip D. Momtgomery, for Citizens of Kirst
Estates & WE%&Brﬁge; John C. Ness, for
himself and Woodbridge West Subdivision ;
Laurie Urias, for Residents of Mokeclurme

Acres; and George D. Fiske, Delmus Gene
Stapleton, ‘H‘Ero%& Stapleton, Jack Comer,

. A. Stapleten, GeraEH J. Makowski
Patricia ﬁ Liebelt, an . and Mrs, Evereh W.
Reed for themselves; protestants.

e

Lleonard Ortiz, for Woodbridge Fire District, and
B. M. Lipelt: interested parties. -

Eugene M. Li%I, for the Commission staff.

OPINION

Applicmt Tokay Water Co., Tnc. ('rokAy) . a“ California
corporation, requests a certificate of public convenience and necessity
to construct and operate a water system in the f‘tm:[.ncgorpbi:ated area
of Woodbridge located 1-1/2 miles north of the city of Lodi, authority
to establish rates, and authority to Issue 6,000 shares of stock at
$10 per share. The application was protested by numerous homeowners
in the proposed extended service area, and a’ representative of o
approximately two-thirds of the 30 homeowners in the area presently being;/
served by Tokay. The secretary of the Woodbridge Sa;iit'a&y District - L
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also appeared in protest. A hearing on the application was held‘
in Lodi on June 12, 1975 before Examiney Pilling.

The proposed service area, in general, Is located in
Section 34, Township 4 North, Range 6 East, and includes, among
Other areas, Tract No. 784, a subdivision of San Joaquin Coumty
which was developed by the officers of Tokay and approved by county
authorities for subdivision on January 7, 1966. The president of
Tokay, Stanley D. Kirst, testified that a water system was Installed
to serve the subdivision, and water service to customers within the
subdivision by Tokay was established in mid-yeax of 1967. All -
present users of the water delivered by Tokay reside in the sub-
division except for ome customer who is located immediately adjacent
to the western boundary of the subdivision. Kirst alleges that
approximately $60,000 has been invested iIn the system. That money,
as well as all money for operating expenses » which curreatly rum
$8,400 a yeaxr, were monies advanced by the officers of Tokay. ~ Kirst
testified that Tokay has not been charging its customers for water
service since the inception of the service due to an agreement with
the purchaser of each lot, evidenced by the escrow agreement ¢overing
each lot, that as part of the consideration for the purchase of each
lot, Tokay will furnish water free of charge to the lot until such
time as Tokay.secures a certificate from the Commission. In the
event the Coumission denies the certificate, then the purchasers
consent to the formatiom of a County Maintenance District. Kirst
testified that he personally comtacted members of the. Comm:[ss:{.on s
staff on several occasioms about applying for a certificate but
because of confusion on somecne's part, no productive action was
taken to secure a certificate wntil the filing of this applicationm.
The proposed service area is approximately 50 times larger than
the area in which Tokay is presently giving service.

A member of the Commission's Utilities Division Hydraulic
Branch investigated the operations of Tokay and entered his wr:!’.tten .'
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report, which recommends that the application be granted, at the

hearing. Pertinent porticns of that report are as follows:
"Service Area ' | |

%* d %

"S. Within the proposed service area is located the
- Mokelumme Acres Maintenance District which operates

a domestic water system and was organized under
Sections 5820 - 5856, inclusive, of the California
Streets and Highway Code. For the district to expand
services or boundaries the County Board of Supervisors
mast adhere to the procedure outlined in the Improvement
Act of 1911 of the California Streets and Highways
Code. In summary they include a resolution of intention
by the Board, notice requirements, public hearing and
protest requirements, estimate of costs involved and
determination of assessments. Any assessments collected
must be used for the purposes specified in the resolution
and only for the area bemefitted. In additiomn, current
Revenue and Taxation Code provisions require the
approval of the electorate Involved where the maximum
tax rate is to be increased.

"Facilities

6. The distribution system consists of looped pressurized
systen of 1,050 feet of 8~inch asbestos-cement and
914 feet of 6-inch asbestos-cement mains with a blow-
off at each end of the loop. Water is delivered to the
systen from a hydropneumatic tank designed to maintain
a system pressure between 40 to 60 psi. Water supply
is obtained from two wells, ome of which is 380 feet
deep and the other 242 feet deep. The deepest well
is equipped with a 50-hp electric motor direct connected
to a deep-well turbine pump rated at 2,800 ?m. The
second well is equipped with a 25-hp electric motor
direct connected to a deep-well turbine pump rated at
2,400 gpm. Meters have been installed at each premise.
Service is provided to 60 customers and three fixe
hydrants. The applicant has been issued permits to

provide demestic water service from the Department of -
Public Health.

The presently installed facilities are adequate to sexve
existing customers, meet potential growth of the proposed
service area and exceeds the standards of revised B
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G.0. 103, Rules Governing water Service Including
Minimum Standards for Design and Comstructicn. 1/

To reflect a more reasonable value for each category
of equipment iInstalled the applicant's cost of in-plant

facilities were reclassified. The total Investwent costs,.
however, remain the same.

The following table compares the applicant’s plant
costs, as shown in Exhibit F, attached to applicationm,
staff's reclassification of plant costs and staff's
adjustuwent for rate-making purposes:

"0tility Plant
December 31, 1974

:ReclassiTi- :
scation of
Item :Utility: costs

Intangibles $ 1,300 $ 1,300
Land 12,375 12,375
B s
Pumpi quipment >

Reserl?r%irs and Tanks 1,173
Water Mains 53 17,347
Sexvices _ ‘ -
Meters 2,929
Meter Imstallation 1,918
Hydrant . 1,106
Structures ' 898

., ,
(Red FTigure)

The rate-making adjustment for land is based upon the

evaluation of the space occupied by the well site and
access road serving it. ‘

An- environmental impact statement, report or mnegative
declaration statement are mot required for this proceeding
in that subject facilities were installed prior to the
enactment of the Envirommental Quality Act of 1970.

On April 15, 1975 the Commission ordexred revisions to
G.0. 103 to include fire protection standards and services
to be effective 20 days after such order. This order was
amended by extending the effective date to Jume 5, 1975.
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""Rates and Revenues

"12. Applicant has elected to establish a service type
rate schedule. This type of rate structure has the
advantage of obtaining the required revenue at a level
which will not burden other customers, provides the
required revenues for level of services which will
encourage use to maximm advantage of customer and

utility, and meets the utility's overall revenue
requirements. ‘

A comparison of applicant's and staff's estimated
operating revemues for 1975 1s set forth below:

"%rating Revenues
stimate

: : Applicant
' : .t Exceeds
Item Applicant - Staff '+  Staff.
Metexr Water Revenues R - 811,400  $11,0400 ' $360.
Fire Protection Sexvice . 117 117 ‘ -
Total - . S 11,517 L1, 157 3060

"l4. A comparison of applicant's and staff's rate schedules
to develop these revenues is set forth below: :

""Rate Schedules . _
Metered Rates L O
Service Charge: SRR | EEERE SRR N
For 5/8 x 3/4-inch meter ...cececeenronae. $3.500 $ 3.50
FO! 3‘/4-inCh mter esovanwras .'o".ﬂo e o ' A 3'.85‘ ‘ 3’-85‘ )
For l-inch meter ...cenecrecvensncs 5.25 . 5.25
FQL' 1"1/2‘11!&]1 mter A I I I IY ™ 7000 ' ' ' 7-00 ’
FO! z-inCh m& XA XN T X R IR SRR L " . 9;45 ' 94\45’ )
For 3-inch meter ...ceecvcccecaee. 12025 12.25
For - - 23.80. 23.80
Quantity Rates: S B o
For first 1,000 cu.ft., per 100 cu.ft. ... .65 .60
For all over 1,000 cu.ft., per 100 cu.ft. .55 - .30
| ~Per Month
Fire Protection Applicant Staff
For each hydrant owned by utility $3.25  $3.25

For each hydrant owned by mmicipality
or public agency . -

P AR TN ] ]

Per Meter Per Honth;
~Staff

2.50 2.50
~5- | -
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"15. As shown above the staff varies from applicant ‘only in
quantity rates for metered water service. :

"Operating’ Expenses e e | ‘ .
"16. A comparison of applicant’'s and staff's estimated operating
- expenses for 1975 is set forth below:

"%rating ﬁse .
19, timate

Ttem s Ap;plii:ant‘ - Staff

Power ' . 8§ 700  $ 700
O0& - Labor -~ 3,600 - 2,200
0&M - Materials . T7so 1000
O&1 - Contract - : 200 200 -
ggce g: Man,;gemeng Salaries - gzg o 328 N
: ce Supplies & Expenses 260 :
Insurance P ; N 482 482
Acct. & Legal - , ‘ 2000 2000
Vc’egzr?:ljﬁxp'ehs | Zgg o 2(9)3 o
ehicle es . ' | e
Ooffice Rental ' 400 - 250 - . -

Total . 6,615, 5,265 .
"Summary of Earnings B ' '

"17. The revenues, operating expenses and utility plant
previouslg developed have been brought together to
develop the net operating revenues mnecessary to operate
the utility. The net operating revenues are related to
the depreciated rate base to determine the rate of return.
The depreciated rate base comsists of plant in service,
less depreciation reserve, plus working capital. Working
capital Is a judgment amount to provide funds for payments
of operating expenses in advance of receipt of revenues
from customers, maintaining working funds, and the
incurrence of certain deferred debits and credits not
included in the income statement.

"18. A comparison of applicant's and staff's summary of
earning:; is set forth below: ‘
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""Summa of Egrnings
I§7§ Etlmatei!

et

Item : Applicant : Staff
Operating Revenues | $11,517  $11,157 §
Operating Revenue Deductions R '

perating Expenses . 6,613 . 5,265

gggrecﬁgm -~ 926 1:04_&;«-

Taxes - Other Than Income S A R
Froperty Taxes - 675 - 540 135
Payroll Taxes o 210 185 . 25

Total Operating Rev. Deductioms 8,426 7,033 1,393

Net Operat Revenues . S DR e
Before Iniggme Tax 3,091 4,124 % |
CCFT . 278 371 {03
FIT | 619 751 - o o

Net Operating Revenues 2,19 3,002 @& /

(Red_Figure)"

Tokay intends to issue 6,000 shares of stock to the officers
of Tokay in exchange for the assets--plant valued at $52,266 and cash
amounting to $7,734--previocusly transferred to Tokay by them. |

Many of the protestant homeowners located within the
Proposed service area but outside of the subdivision testified they
were under the impressiom 'rokay was applying to establish é."‘Public‘
Utility Water District with the power to levy a tax om real estate
withinc the district. Since they drew water from their own wells they
did not want to pay a fex te support service to other persons- Otker
homeowners were under the fmpression that if the Commfssion granmted
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the requested certificate Tokay would automatically acquire title

to all the water in the sexvice area. The examiner and the staff
representative attempted to explain to those protestants-that a
granting of the cerxtificate would not permit Tokay to levy a tax |
on their property nor would it give Tokay title to the water in the \/
proposed sexvice area. The protestants, nevertheless, adhered to

their protest to the granting of the application, some asserting that
if Tokay's wells increased their output it would draw down the water

in protestants' wells.

The representative for the owners of the property within
the subdivision now served by the Tokay water system requested that
the Commission delay a decision in this case while persons living
In the gemexral vicinity of the proposed service area investigate
othex solutions to their problems. BHe testified that the citizens
in that area should be permitted to control their own destiny and
in an attempt to do this some of them have met with agencies and
officials regarding the establishment of a Commmity Services District
but that no definitive action has as yet been taken. Be alleged the
proposed rates were wumreasonable and presented evidence that lower
rates than applicant's were charged for water by the nearby city of
Stockton, the city of Lodi, the San Joaquin Watex Works No. 2, and
the Mutual Water Co. of Cowuntry Club Vista, some of which offer
flat monthly rates. He also testiffed that the 36,000-customer
system of investor-owned California Water Service Company at North
Stockton had rates much lower than proposed to be charged by applicant.
He stated that he thought a reasonable rate for the service would be
a flat rate of between 510 and $15 per montb. for all the water used
by a household. He presented a letter from a f£irm of consulting
civil engineers in which it was represented, without substantiatiom,
that Tokay's wells can not support service to "0ld Town" Woodbridge,

8 section of the proposed service area. Some of t‘:hev witne‘sses‘
questioned Tokay's motives for waiting approximately eight years.

-8~
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before filing an application for a certificate amd proposing a scale -
of rates. However, no explanation was given of what those motives
night be. Applicant's president testified that he does not propose

to seek charges for water service given pr:l’.dr to the time ’rokay

is recognized as a public utility and :!‘.s permitted to file rates.
Discussion

‘ Section 216 of the Public Utilities Code states that ‘& public
utility includes a water corporation. A water corporation is defined
in Secticm 241 of the Public Utilities Code to include "every corpora-
tion or person owning, controlling, operating, or managing any water
system for compensation within this state.” Tokay dedicated and has
continued to dedicate its water system to the public use for service
to the lots within the subdivision plus ome other lot for approximately
eight years. As part of the consideration in the sale of the lots
the officers of Tokay, sellers of the lots, promised each purchaser
that the officers would provide, without charge, water service
through Tokay for the purchasers until £inal action was taken om
Tokay's application by the Coumission. The officers furnished to
Tokay money for building the water system and furnished money to Tokay
for the upkeep of its system. Hence, Tokay received compensation for
operating a water system and So meets the definition of a water
corporation.

The area in which Tokay has dedicated its service :Ls very
small compared to the proposed sexrvice area. Tokay made no shaw:!.ng
at the hearing either that increasing growth of the area justifies
such a large service area or that Tokay had prospective. qgstomers '
outside of the subdivision. Indeed, all homeowners outside of the
subdivision who appeared at the hearing requested that they be left
out of the service area. Conceivably there may be many persons who
did not appear at the hearing who would want Tokay's service.

HBowever, the orderly growth of such a small company with limfted
capital such as 'J.‘okay calls for expansion of Its. system by advice .

‘!'"..
. I
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letter f£ilings when prospective customers for new service appéar
rather than Tokay wmdertaking to hold itself out to render service
in an area which is beyond its present capital capacity to sexve
and whexe no prospective customers were shown to be requesting service.
The request made by some of the protestants that we delay
authorizing Tokay to file rates until it 1s declded whether or mot
a Community Services District will be formed in the area must be
denied. No official steps have been taken toward establishing such
a district and we camnot see where 'l‘o‘kay s action in filing rates
can have any detrimental effect on the establ:!.sl:nnent of Such a
- district. | _
Included in the utility's p‘.l.ant balances tota_.,lin'g $52‘,266-,
which along with the $7,734 cash are intended as consideration
for the issuance of stock, are mains in the _amouht%ofjl's‘.u_;%? and
hydrants in the amount of $1,106 (total of $18,453). The Commission
has previously comsidered the fimancing of utilities im comnection
with Case No. 5501, and in the decision in that case (Decision
No. 75205 dated January 21, 1969) we reaffirmed our previous order
that all extensions of distribution mains from a utility's basic
roduction or transmission system, of either a newly formed utility
or of an existing utility, shall be financed by water main extension
agreements. No evidence was presented in this proceeding to justify
a deviation from that order. In the absence of such just:".fi‘..catiori
we Will require applicant to enter Into a water main extension
agrecment with the subdividers (in this instance, the*‘prospective ’
shareholders) to cover the previous advances of $18,453 and will
require that refimds on the water main extension agreement, as
earned, be credited to the capital surplus account of the utility.
Additionally, as a result of our requirement-that a main extension
agreement be entered into, we will not authorize the Issuance of the
full 6,000 shares as requested but only a suffic:.ent number of shares
(3,542) to cover the value of assets ($35,423) properly capitalizable |

=10~
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through the issuance of stock, arxrived at by deducting the $18,453
advance covered by the mafn extension agreement from the proposed
$60,000 consideration Sor the stock less $6,124 depreciation resexrve.
Findings

1. Tokay operates a water system which it has dedicated to
public use for service to Tract No. 784, San Joaquin.County, plus
one other lot.

2, Tokay received compensation for coperating a water system.

3. Tokay meets the definition of a water corporation as set out
in Section 241 of the Public Utilities Code.

4. Tokay does not have a tariff on £ile with this Commission
as required by Section 532 of the Public Utilities Code.:

5. A water main extension agreement between the developers of
Tract No. 784 and Tokay covering all costs in connection with
installing the system's present mains and hydrants should have been
entered into as the method of financing the cost of those”mains*and:
hydrants. :

6. Tokay's proposed rates, as modified by the staff’ will
render the company viable and in a position to be financially
responsive to the maintenance of adequate, efficient, juSt,‘and
reasonable sexvice, instrumentalities, equipment, and facilities.

7. A certificate should be issued to Tokay embracing a sexvice
area no larger than the present area it is now serving. A finding
pursuant to Rule 17.1 on envirommental quality Is not needed because
all facilities were constructed in 1967. _

8. No showing has been made that public convenience and
necessity require the issuance of a certificate covering a service
arca larger than the area Tokay is now serving

9. The staff's estimates of operating revenues and expenses,

including taxes and depreciation, for the test year'1975rare
reasonable.
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10.

The proposed security issue to the extent it d’dés‘ not
exceed 3

»542 shares is for proper purposes and the money, property,
or lzbor to be procured or paid for by the issue of the securities

authorized by this decision is reasonably required for the purposes
specified, which purposes are not, in whole or In part, reasonably

chargeable to operating expenses or to income.
Conclusions |

1. Tokay is a public utility water corporation subJect to the
jurisdiction of this Commission.

2. Tokay should be ordered to f£ile a tariff with the Commission
which should Include a map of its water service area, which area
upon the initiel £iling of the tariff should be no larger than
Tract No. 784, San Joaquin County, plus the ome lot :.t is presently :
serving outside of said tract.

3. Tokay should be authorized to issue 3, 542 shares of stock:
as described in the application.
4.

s B PR R “M?Jtrm

Tokay should be required to enter into a water main
extension agreement, satisfactory to the Commission, with the
developers of Tract No. 784, San Joaquin County, covering all costs
in comnection with the installation of Tokay's present wa:exf nains
and hydrants and to credit refunds uxder the agreement, as earmed.
to the capital surplus account of Tokay.

B S N A ]

IT IS ORDERED that:

1. Tokay Water Co., Inc., a corporation, is granted a

certificate of public convenience and necessity to operate a public
utility water system in Tract No. 784, San Joaquin Coumty.

2, Tokay Water Co., Inc., within thirty days after the effective
dete of this order, shall file a schedule of rates; a tariff service
arca map clearly indicating the boundaries of its service area which
area should be no larger tham Tract No. 784, ‘San .J‘oaquin Ccunty, plus
the ocne lot it :I.s p*esently serv’.f.ng outside of the subdiv:tsiom

-, e ]
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appropriate gemeral rules; and copies of printed forms to be used in
dealing with customers. Such f£iling shall comply with Genmeral

Crder No. 96-A and the tariff schedules skall become effective on

the fourth day after the date of £Iling.

3. Tokay Water Co., Inc. shall prepare and keep current the
-system mep required by paragrapk 1.10.a of Gemeral Oxder No. 103.
Tokay Water Co., Inc. shall file with the Commission two copies of.
the map within ninety days after the effective date of this order.

4. Tokay Water Co., Inc. shall set up formal books of accountlng
in conformity with the Uniform System of Accounts for Class D Watex
Utilities as prescribed by this Commission and record therein the
appropriate charges to plant accounts.

5. For year 1975, Tokay Water Co., Inc. shall apply'a
depreciation rate of 2.70 percent to original cost of depreciable
plant. Until review indZcates otherwise, Iokay‘water Co., Inc. shall
continue to use this rate. Tckay Water Co., Ime. shall review its
depreciation rates at intexrvals of five years or whenever a ma;;or
chanze ir depreciable planmt occurs.

6. On or after the effective date of this order and om or ,
before November 1, 1975 Tokay Water Co., Inc. may issue not to exceed
3,542 shares of its common stock for $10 per share.

7. I issuing this decision we place the issuer of the autho-
rized stock and its shareholders on notice that we do not regard the
number of shares outstarding, the total par (stated) value of the
shares, =or the dividends paid, as measuring the retura it should be
aliowed to earn om its investment in plant, and that this authori-
zation is mot to be comstrued as a finding of the value of the
company's stock or property nor as indicative of amounts to be

included in proceedings for the determination of just and reasonable;
rates.
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8. The authority granted by this order to issue stock'will
become effective when the issuer has paid the fee p:escribea by

Section 1904.1 of the Public Utilities Code, which fee is $72..

P L




9. Within sixty days after the effective date of this order
Tokay Watexr Co., Inc. #hall £file with the Commission a water wain
extension agreement, satisfactory to the Commission, between itself
and developers of Tract No. 784, San Joaquin County, c:ovei::[ng advances
of all costs In comnection with the installation of its present water |
mains and hydrants and shall credit refmds under such agreemts,
as earned, to the capital surplus accownt of Tokay Water Co., Inc.

Except as set out in Ordering Paragraph 8 the effective date
of this oxder shall be twenty days after the date hereof.

Dated . i% Franciseo » California, this _ %
day of. ﬁ ' » 1975, L

UT‘LIT'.S COMRIAT-..
OF CALIFORNIA -

/—\ ,-":"\_
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APPLICABILITY

}tpplicable to all metered water service.

TERRITORY .

The town of Woodbridge and v:!.cinity, San Joaquin County.»

! .. Per Meter: -
Sexvice Charge: _ , ‘ . PerMomth

Tor 5/8 xB/b‘inCh MELLY cevovsssscrernsssrrsveases -3 3.50 ‘
For B/b-in.Ch MELOI eceesssccssacccscssconnane 3-85
For 1-inch MELeI® ececesscvrssssoncoscacrsssse 5.25 :
For lﬁ-i.nch neter -.oo..ooooooo-oo-ooésoooo-‘ 7-00
For 2—5-nc-h meter o-oo-oooo-.'oo-oo‘.o.o‘n‘obooo‘, . 9‘10-5
For B-mCh meter 0000...-.00.0...-..;;...--. 3.2-25'

Quantity Rates: '

For the first 1,000 cuefte, per 100 cu.Tte cossee W0
For all over 1,000 CUelley jo 2y 100 cu.ft. om.cm.o. ‘

The service charge is applicable to all metored
sexvice. It is a readiness—to-serve charge which

is added to the charge computed at the quantity rates
for water used during the month. ‘




APPENDIX A
Page 2 of 2

Schedule No. §
PUBLIC FIRE HYDRANT RATES

APPLICABILITY

Applicable to all fire hydrant service furmished to municipalities,
duly oxganized f{ire districts, and other political subdivisions of the .

TERRTTORY

RATES

Per Month . _
For each hydrant owned by the utility cececcecssscscecs $3.25 __

For each hydrant owned by the mnicipality or
p.fblic agency'.---....-...-...-....-...;.....-.....E.'.' B 2050

. ‘..:

SPECTAL CONDITIONS

S

l. Hydrants owned by the municipality or other putlic agency shall be
installed, maintained, painted, inspected and relocated'.at the expense of
the mmicipality or other public agency. The utility will install and own
the tie in, the main and the pipe to the hydrant valve. .

2. The above rates include use of water for fire fighting and for no
other purpose. Quantities of water delivered through fire hydrants for any. -
other purposes will be estimated or measured and charges will be made at the
quantity rates under Schedule Ne. 1, General Metered Service.- '

3. The utility will supply only such water at such "px:essuré'a.‘s m e
availgble from time to time as a result of its normal operation of the .
systen. ‘ A i T e T




