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Decision No. 86866 
BEFORE THE ?UBtIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application ) 
of Starlite Water Company, for a ) 
Certificate of Public Convenience )~ 
and Necessity to operate a public 
water system near. Bishop in Inyo 
County and to establish rates for ) 
service. ) 

---------------------------) 

Application No. 5642$ 
(Filed April 23, 197~) 

Willis Smith, Attorney at Law, for Starlite 
Water Company, applicant. 

John Bealessio, for customers of Starlite Estate; 
and Thomas A. Ledoux, for himsel£; in'terested. 
partl.es. 

Elmer Siostrom, Attorney at Law, Eu~ene M. till, 
and ..1:). Nagao, for the Commission stat£. 

OPINION ,..,_ ............ _ ... -
Applicant seeks authority to operate a water system in 

Tracts 1, 2, 3, and 11$ of Starlite Estates, located eight and one
half ~iles southwest of Bishop, California, and one-half mile 
west of State Highway 168, in Inyo County. The system will serve 
a 36-acre subdivision of 44 lots, with an average size of 30,000 
square feet. The area is a basin, ranging from 5,800 to 5,900 feet 
above sea level, with an average slope ot 2t percent. It is 
classifie~ as a rural-reSidential subdivision, with lots to be 
zold without homes. The water syste~ has been completed and is 
designed to serve 44 lots. The sole source of water consists or 
two wells with p~~ps having a delivery capacity of ,0 gpm and 
a 47,OOO-gallon underground concrete storage reservoir. Only 13 
of the lots have less than 40, pounds water pressure and all lots 
will have 40 pounds when a booster pump is installed. 
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The staff engineering report (Exhibit 2) indicates that I 
the undeveloped land and water syste:ns are owned in joint 'tenancy by 

four members of the Freeman !amily of Bishop. On Feb~a~J 20, 1976, 
the Freemans filed articles of incorporation on the Starlite Water 
Company. The articles provide for the issuance of 7,500 shares of 
stock with a $lO par value. More than $35,000 worth of stock has 

been issued and the Freemans hold all of it. 

The report notes that the entire development will cover 
160 acres, divided into 230 lots. The current subdivision is 49 
lots; 44 will be served by the water system and 5 have individual 
wells; 29 lots have been sold and the water company ~~ been 
selling water to 24 lot-owners since J~~ary 1976. Applicant's 
present and proposed monthly metered rates are as ~ollows: 

Quantity Rates: 

First 1,000 cu.ft ••••••••••••••••••••• 
Next 2,000 cu.ft., per 100 cu.ft ••••• 
Next 2,000 cu.£t.~ per 100 cu .. ft ••••• 
Over 5,000 cu.f~., per 100 cu.ft ••••• 

Mini.m1.Jm Charge: 

For 31Lt-inch meter 
For l-inch meter 

Fire Hydran~ Rat~s: 

. . . . . . ~ . . . . . . . . . . . . . 
••.•...•...•..•.•... 

For each hydrant . . . . . . . -. . . . . . . . . . . . . . 

Per Meter 
Per Month 

$;.00 
.35 
.25 
.20 

$6.00 
9.30 

Per Month 

$4.50 
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There are no other private or publicly owned water systems within 
five miles of applicant's service area and the staft has confi~ed 
that no other water company is interested in the subdivision. The 
staff further confirmed that after a meeting, residents of the 
subdivision rejected the suggestion that a Community Services 
District be formed and approved applicant's orga:ization as a 
public utility. , 

The system is supplied from a primary well with a depth 
of 168 feet and a 155-~oot secondary well. Both wells are located 
in the northeast corner of the subdivision and construction has 
started on a well in the southeast corner. The pricary well is 
co~~ected to a '47,500-gallon concrete stor$ge tank in the southeast 
corner of the subdivision oy a six-inch polyvinyl chloride (PVC) 

transmission line. A float valve 
flow of water from the well pump. 
long as the float valve is open. 

in the storage tank controls the 
Water is continually pumped as 

Operation of the storage facility 
is entirely hydraulic. There are no electric controls or systems. 
Distribution is through 5,600 feet of class 160 polyvinyl chloride 
(PVC) six-inch pipe. The distribution system is noncireu1ating, 
but sufficient additional pipe has been purchased to construct a 
loop and insure the necessary circulation. Service to individual 
lots consists of.~250 feet of one-inch PVC lines connected to the 
six-inch mains which b~anch to 3/4-inch PVC service lines to each 
house. Meters are installed on all service connections and there 
will be siX tire hydrants on the system serving the 44 lots. Three 
o£ the hydrants are not installed because they have not been 
received trom the manufacturer. 
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Rate base is developed in the following table: 

Gross Plant 
Less: 

Reserve for 
Depreciation 

Less: 
Advances 
Contribution 

Plus: 
M&S 
WCA 

Rate Ba.se 

1st Y~ar 
(1976) 

S3l,ZS7 

Z,070 

100 
300 

29,617 

5th Year 
(1981) 

$40,994 

5,l29 

100 
700 

36,66; 

10th Year 
(1986) 

$40,994 

9,967 . 

100 
900 

321°27 

The representative from the Co~ission's Finance and 
Accounts Division expressed concern over the financial stability 
of applicant. It was noted that since the pipes are already in 
the ground it will be difficult to determine if the system was 
constructed as re~uired by Commission General Order No. 103. This 
problem was alleviated when proof was presented that the system 
was designed and constructed by a qualified civil engineer who 
has worked on other water systems.. It was concluded that applica.."lt 
will lose money during the first five years of operation and 
cannot pay ordin~~ expenses out of the income from the sale of 
water. This conclUSion is based on future expenses for power and 
taxes as es tima ted by the staff engineer. The same expenses 
estimated by the applicant were about half of the staff esticate. 
The staff suggested that a loss reimbursement fund be created by 
the applicant. The developer would deposit $500 in a special fund 
for each lot in the subdiviSion to be ser/ed by the system, 
including the lots already sold. This fu.."ld would supposedly 
gua:"a.."'l.tee a reserve for the payment of bills over the firs.t ten 
years of applicant's operation. Developer'z representative 
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testified that soall down pa~ents are made on almost all lots 
sold; if he is required to immediately establish a fund, the ooney 
will have to be borrowed at a high rate of interest that would 
create a serious financial burden for him. 

The staff acco~~tant recommended that any certificate of 
public convenience ~~d necessity be conditioned upon applicant 
agreeing to sell the water system to a mutual wa~er company or 
public agency upon order of this Commission, if in the future the 
customers desired to serve themselves. The sales price would be 
the termination value of the main extension 
depreciated book value of only those source 
that the purchaser would desire to acquire. 

agreements plus the 
and/or storage facilities 

In lieu of paying the 
termination value of the main extension agreements, the purchaser 
would have the option of asSuming the liability for such contracts 
under the main extension rule. 

The intent of the foregoing recommendation was to g1ve 
the customers a method of acquiring the water system if service 
deteriorated or if they deSired to serve themselves for other reasons. 
Also, this recommendation would prevent the owner of the water 
system from dem&~ding an exorbitan~ price if the customers sought 
to acquire it. 
Discussion 

Applicant was willing to accept most of the staff 
recommendations. Applicant objected to establishing a loss reimburse
~ent fund. Applicant also objected to having to agree to sell the 
water system under the recom:ended conditions if ordered to do so 
by the Commission. 

The factual situation of a small water company initiated by 
individuals who also have ownership interests in land which they 
intend to develop and have served by the water company is a· recurring 
one before the Commission. 
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The spectators at the hearing unanimously favored 
continued service by applicant. They should be aware, however, as 
should future customers o~ this water company, that it is too small 
to become economically viable in the near future. Revenues for the 
44 lots involved in this proceeding are unlikely to increase to an 

amount that will enable the company ~o support even one full-tice 
employee. 

Customers also should be aware of the possibility that 
where the owner of the water company and the owner of the land to 
be potentially ~erved are one and the same, the owner may lose 
interest in it after his lots have been sold, and he may be reluctant 
to continue to devote time and money to subsidizing 3 losing venture 
that has little likelihood of evex' becoming a successful operation. 
~c Commission has in these instances att~pted to assure 
some funds for operating expenses for the foreseeable future by 
ordering the establishment of a !oss reimbursement f~~d, under 
Commission control, from which limited operating expenses may be 
paid. We shall order one to be established, as recommended by the 
staff, and the order in this proceeding will spell out the terms 
and conditions of such an agreement. We cannot emphasize too 
strongly, however, the possibility that, in the future, customers 
of this water company may be confronted with a Situation in which 
they will be called upon to find another method of providing water 
service to their lots. This might be by formation of a mutual 
water company, by a public district, or even, in desperation, 
by drilling their own wells. Because of this possibility, 
we shall require applicant to agree to sell the water 

~-
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company to its customers under the terms ~~d conditions recommended 
by the staff accountant. This will provide a method for the customers 
to serve themselves if applicant's quality of service deteriorates 
or otherwise is unsatisfactory. 

Applic~~t's present stock issue is a nullity. It will be 
necessary for applicant to apply to this Comcission for authority 
to issue stock pursuant to Sections $16 et seq. of the Public 
Utilities Code. The par or stated value of such stock shall be 
limited to the amount invested in sourCe and storage facilities. 

Applic~'lt is further directed to enter into a standard 
form of water main extension agreecent with the developer covering 
the cost of all water mains, services, and hydrants. Applicant 
~d developer shall agree that all refunds on such water main 
extension agreements shall be credited to surplus as they are earned. 
Findin~s 

1. Applic~~t has been operating as a public utility since 
January 1976. 

2. Applicant also has substantial ownership interests in land 
which is intended for development ~'ld sale to individuals who will 
become customers of the water comp~'ly. 

3. A certificate of public convenience and necessity should 
be granted subject to conditions set forth in the ensui:g order. 

4. The water system should be upgraded to meet the require
ments of General Order No. 103 in Tract llS, and pressure boosters 
should be installed to provide a minimum 40 psi pressure to all 
services. 

5. Applicant should not extend beyond Tracts 17 27 3, and 
118 or contract to serve additional customers without firs~ obtaining 
authority from this Commission. 

6. Applicant's issue of stock is a legal nullity. 
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7. The water systec is not eeonomieally self-suffieient now~ 
and it is unlikely to grow to a size where it will become self
sufficient in the near future; thus a sizeable loss reimbursement 
fund is necessary. 

S. A feasible long-ter.m solution that will protect ratepayers 
from deteriorating service is a:'l agreement by the applicant to sell 
the system to its customers if so ordered by this Commission. 
Conclusions 

1. Authority to issue stock as a public utility must be 
obtained from this Commission. 

2. The app1ieation should be granted subject to the conditions 
set forth in the ensuing order. 

). A certificate of public convenience and necessity should 
be granted subject to the conditions set forth in the ensuing order. 

o R D E R ......... _ .... -
IT IS ORDERED that: 

1. A certificate of public convenience and necessity is 
granted to Starlite Water Company, a California corporation, 
authorizing it to operate and extend its public utility water system 
to serve 44. connections from Traets 1, 2, 3, and 11$ of Starli te 
Estates, near Bishop, California. 

2. Applicant is authorized to file, after the effeetive date 
of this order, the schedule of rates set forth in Appendix A of this 
order ~~d a tariff service area map clearly indicating the boundaries 
of the certificated area, including al1·areas served as of October 1, 
1976, appropriate general rules, and copies of printed forms to be 
used in dealing with customers. Such filing shall comply with 
General Order No. 96-A. 

./ 
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3. Applicant shall prepare and keep current the system map 
required by paragraph 1.10.a of General Order No. 103. Within six 
months after the effective date of this order, applicant shall file 
with the Commission two copies of such map. 

4. The water system shall be upgraded in Tract 118, if 
necessary, to meet the requirements of General Order No. 10> and 
boosters shall be installed to provide a minimum of 40 psi pressure 
at all 44 service connections .. 

5. Applicant shall enter into a water main extension agreement 
with the developer covering the cost of all mains, services, and 

hydrants. The agreement shall provide that all refunds earned on 
water main extension agreements shall be credited to the utility's 
surplus account as earned. This last eondition,'relati~g to 
crediting of refunds to surplus, shall become void if the water 
system is acquired by a public agency or is converted into a mutual 
water company. 

6. Within one hundred twenty days after the effective date of 
this order, Starlite Water Company shall enter into a loss reimburse
ment agreement with developer, in a form acceptable to the COmmission, 
which requires the developer. to pay to the u~ility and be deposited 
in a separate interest-bearing account in a bank or savings and loan ... 
association in California an amount of $500 upon the initial sale or 
transfer of any lot within Tracts Nos. 1, 2, and 3 (excluding Lots 1, 
3, and 5 in Tract 1), Parcels 1 and 2 of Parcel ~~p 36, and proposed 
Tract 11S, sold subsequent to September 20,1976. Such funds, 
together 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 E:xpenditures: 
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a.. Ou:t-o!-pocket. (cash) expenses properly 
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. 734, Operation and W~intenance - Employee Labor 
Ac. 735, Operation and Maintenance - Materials 
Ac. 736, Operation and Mainten~~ce - Contract Work 
Ac. 50'7.1, Property Taxes 

b. Replacement or improvement of plant 
facilities of the water utility provided 
that such expenditures have first been 
authorized by a letter from the Executive 
Director of this CommiSSion. 

c. A maximum of ten percent (10%) of the 
cumulative amount paid into the fund, 
exclusive of disbursements the-~cfro:n 
shall be u:tilizEld to pay the .;l:oove 
eA~enses in any single year. 

d. Ko a.~~u..~t in this fund shall be disb::.rsed 
to p~.y sslaries or expenses of owners, 
officers, or members of owners' family. 

Upon the twentieth anniversary of the initial depOSit, any amount 
remaining in the loss reimbursement fund not utilized s~all be 

refu-~ded to the developer or paid to his desis.~ee. Starlite Water 
CO~?~~y shall provide the developer with a statement not later t~~ 
March 31 of each year, detailing the purpose, description, and 
amount of all additions to and withdrawals from the fund during the 
prior calendar year, and the balance in the !un~ at the close of the 
year. Two copies of this statement shall concurrently be filed with 
the Commission, attention of the Finance and Accounts Division. Two 
copies of the loss reimbursement agreement shall be filed with the 
Commission within ten days after the execution thereof. 
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7. Applicant shall agree, in writing, as a condition of 
being grante~ a certificate~ that upon order of this Commission, it 
will ~ell the water system to a mutual water company or public 
agency. The sales price shall be the termination value of the cain 

extension agreements plus not more than the depreciated book value of 
only those source a~d/or storage facilities or other plar.t tha~ the 
purchaser desires to acquire. L~ lieu of paying the termination 
value of the water main extension agreements, the purchaser shall 
have the option of as~~ng the liability for such contracts under 
the water main extension rule. 

S. Applicant shall arrange with the developer to provide a 
copy of this deciSion to each current customer~ and to each 
prospective customer prior to purchase of a lot. The intent of this 
order is to make current and prospective customers aware of the water 
problems that they may face in the future. Applicant shall obtain 
ruld pcr.manently preserve a signed a~d dated receipt for each copy of 
the decizion that is distributed in this m~~er. ~operty re5a1e~ 
not directly involving either the developer or applicant are excluded 
f~om the requirements of this ordering paragraph. 
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9. Applicant shall not extend its service outside of Tracts 1, 
2, 3, and lle, nor to more than 44 customers without first obtaining 
additional authority from this Commission. 

The effective date of this order shall 'be twenty days after 
t.he date hereof'. 

Dated at ___ S:_a. ... n_~;..;..;... n.;...~..;,;~;;.;~:;..· __ , California, this \ "8~ 
day of t ~'ANlld1)y , 1977. 

COmmissioners 
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APPENDIX A 
Page 1 of :3 

Schedule No. lA 

ANNUAL MEt'ERED SERVICE 

e·· 

APPLICABlLI'I"! 

Applicable to all meterec. W:lter serv1ce tur:ci,hec. on an t3mlU,u btl5i:;. 

Starlite &tates SuOdivision Tracts Nos. 1, 2, ), and. ll8, loca.ted st 
miles southwest o~ Bishop, ~o County. 

RATE'S - Per Meter 
Per Month 

Monthly Quantity Rates: 

First 1,000 ~.tt. or less ••••••••••••••••••••••• 
Next 2,000 eu.ft., per 100 cu.!t •••••••••••••••• 
Next 2,000 cu.!t., per 100 cu.ft.. • •••••••••••.••• 
Over 5,000 cu.!t., per 100 cu.ft. •••••••••••••••• 

Annual V.6.:l:i.mum Charge: 

For 5/8 x :3/4-ineh meter ••••••••••••••••••••••••• 
For 3!4-inch meter ••••••••••••••••••••••••• 
For l-inch meter ••••••••••••••••••••••••• 

Per Meter 
Per Year 

$ 60.00 
72.00 

1ll.60 

The Armual Mi:limum Charge will ent.i tle the 
C'U:stolller to the quantity o! wat.er each month 
Which one-twelfth or the annual minimum c~ee 
will l'lrchase at the =-1ontbly ~~tity P..ates. 

(Contimed) 



SPECIAL CONDITIONS 

APPE:mIX A 
Page 2 or ;3 

Schedule No. lA 

Ar.."JA!. METERED SERVICE 
(Continued) 

1.. The annual mirlimum charge applies to service during the 
12-month period commencing Jl3rJJJ.ary 1 ar.d is due in ad.vance. It n 
permanent resident or the area h~ oeen 3. customer or the utility tor 
at le~t 12 months, he may elect, at the beg:i.nmng ot the calendar 
year, to pay prorated mininr..::n charges in a.dvance at intervals ot les3 
than one year (monthly, bimonthlj, 0:- quarterly) in accordance with 
the utility's established oilling periods tor water used in excess 
or the monthly allowance under the annual minimum charge. v!hen 
meters are read bimonthly or quarterly, the charge will be computed 
'oj doubl.ing or tripling, respectively, the :ll.lmber or cubic teet to
which each block rate is applicable on a monthly o~is except that 
meters may be read and quantity charges billed during the winter 
~eason at intervals greater than three months. 

2. The opening bill tor metered service shall be the 
estD.bl1shed annual minimum charge tor the Bernce. Where in1 tiel 
serr.i.ce is established after the tirst day or arr:/ year, the portion 
of such rmnual charge applicable to the current year shall be 
determined a,y multiplying the annual charge by one tbr~e-hundred
sUty-ti!th (1/;365) of the :'%I.U'llOer or dey'S remaining in the caleZldar 
yeor.. The 'balance or the payment or the initial annual charge sh.:lll 
be credited agairJ.!t the charges tor the ~ccee&g am:w.a.l period. 
If service is not continued tor .'It lea:;t one :lear after the date ot 
initial service, no re!\md. of the :i.nitial atlnl..UU Charges sh.:lll be 
due the customer. 
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APPLICABTI.I'I'Y 

APPENDIX A 
Page 3 or 3 

Schedule No. 5 

PU'BLIC ~ HYDRANT SERVICE 

Applicable to all tire hydrant service !Ur.ci3hed tomunicipalitie~, 
organized rire districts, and other political subdivisions or the State. 

TERRITORY 

Starlite Estate~ Su'cd.ivision Tracts Nos. 1, 2, 3, 3lld. l1S, loeated 
~ miles southwest or Bishop, !nyo County. 

RATE 
Per Month 

For each hydrant ••••••••••••••••••••• $4·50 

SPECIAL CONDITIONS 

1. Water delivered for ~3es other than tire proteetion shall 
be charged for at the quantity ra.tes in Schedule ~. lA, Annual Metered 
Service. 

2. The cost or relocclt1on or arty hj"cirant shall be paid ~j" the 
party requesting reloca.tion. 

3· Hydrants shall be connected to the utility's system upon receipt 
or written request from a public authority. The written. request shall 
o.e3igrw.te the specL~c le<:ation of each hydrant and, where appropriate, 
the o~r~bip, type, and size. 

4. The utility undertakes to· supply only st:ch water a.t zuch 
p~ssure D.S mtJ.y be aVailable at any time through the normal operation. 
or its ~tem. 


