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BEFORE THE RAILROAD COMMISSION OF THE STATE OF CALIFORNLA 

WlttI~~ W. BABCOCK, FLOYD H.-COOPER, 
VI • ' O. MENDENHALL ~ ANTHONY KOEHL .::.nd 
R. "A~ VON HAKE 1 

C ompla.:l.n~nts i 

vs • 
. ' 

DON ,LUGO., CORPORATION, Co Nevada. Cor-
porationj J. M; FISHER, AR'rH'UR ~ .. r. 
LONGRIDGE, ROBERT BUCHAN, MRS. J. M. 
FISHER, CLAUDE FOOSHE, JOHN DOE ONE 
.to FItE, inclusive I JANE DOE ,ONE to' 
THREE" 1nclus1ve, a.nd JOHN DOE COM,;. 
?~'7, acorpor£l.t1on" 

Dotcndo.nts. 

In the Mettcr of the APp11C.:L":io'n of ~ 
J. M. FISEER doing bUSiness ~$ the ) 
LOS SERRANOS WATER ,COMPANY for pcrI:l1s::;ion . ) 
o.nd. cert1ticCl.tc o.~thorizlng him to sell 
and dis tri bu tc W.::l.,tcr. ' 

CO-se No,. J~68} 

Amend.ed Supplemento.l 
Applica.tion No. 25834 

Leslie L. Hesp end !,;ee J, Myers, by Les11e L Rcap, 
for compla1nc.nts; Charles D. 1..ierncr for ~ll dcfcnda.nts 
e'xcept C la.ude Fooshc'; H3.rry J. Mee lean' for defcnd.!l.nt 
Cla.ud.c Fooshc. 

CLARK, COMMISSIONER:-

Compls.1n3.nts 1'0. Case No. 468'3 &'rc members of a. committee of 

home owners .:lond. water C'us'tomerz 1'0. and 3.round a. subd1vided area 

kno'Wn a.s Los Serranos V111age 1 ncer ChinO', San Bern.'lrd1no' e ounty. 

They allege that d.efend3.nts ,s.re op+:!rat1ng '3. water 'system long ded1-

c~ted to publiC usc, end seck an order directing the filing of rates 
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e, • 
" , i 

and the furnis,h1ng of un1nterru~ted' wa.ter serv1:c'e. While the answer 
, , 

denied ut1lity sta.tus, one of the det'endants later f1led a.n app'iica-' 

tion for a certifica.te, and th~ two matt~rs wer'e consolida.ted for 

hearing and decision. , 
" 

The prlnc,1pal defendants are :Jon Lugo dorporat1on and J. M.' 

Flsherj the Presid~nt an~ owne~ of 2bo~t 75 per ce~t 6ft~e stoc~, . ," . . . '. " J, " \. 
of such co'rpor~tion. Def'endant Fooshe i:: the beneficiary, of a'trust 

• ;.,'1> .. • 

, ' 

c'ers' of the c'orporate defendant. 

,The so-c's'lled' Los Serr~nos C ou'ntry Club subd1visions con-
, ' (2) 

sj.st of f1ve tracts of land. About 1922 these, properties, once 

held by Chino'Land and ~ater Company, were acquired by H. C. Davldso~' 

Three, Ca11r'orn1a ,corpo~at10ns were then fo'rmed, Da.vidson Investment 

C onlpany :tn 1922 i Da.v1dson C orpOr8.t10n 1n 1923,a.nd Los Ser'ranos 

Country Club 1n 1924: 

The Davidson 1nterests proceeded to subd1vide and develop 

the proPert1es, beg1nning 'N1th T:-act 1932, a. 200-acre tra.ct div1ded 

into some 1650 lots. A golf cour'se 1 II C luo house; a.nd a da.m creat-

ing a 60-acre la.ke -Were installed' to aid 1n the c,ale of lots. Addi-
, " . " , (3) 

t10nal water facilities 'Nere prov1ded betyeen 1922 .3.nd 1924. 

These cons1sted of a new well .. kriown as Pelllss1er 'Nelli a. 100;000-
• , • l \ 

g~tlon ta:nk, a boo'ster pump, land connecting p1pe lines throughout 

,! , " " , 

(1.) The. Tr,~stor is Don Lugo Corpora.t1on .. which executed the deed' of 
trust on June 12, 1941; to secure a 6% note for ,$'75,;000, p~ysble in 
insta.lllnents of $750 monthly from Augu:st 1, 194i until AUgust. 1, , .' 
19.48 .. ' on wh.ich da'te the unpaid bala.nce a.nd ac'c'rued 1nterest shall be 
due and payable. 

(2) Trac'ts 1932,2557,' 2562,2650 a.nd 2576. 

(3). The record suggests' that prior to 1900 the terr1 tory involved 
had been sub,divided. i::.to tracts by the C,hino Land and Water Company, 
the ,deeds prov1ding for rights of way for pipe ,lin-e,:;! ..... hich h.3.d been 
installed' .. and that sddl tions.l p1pe lines to provide water for irr1-
gatlon wer'e in,stalled' during the per10.d fr~m 1910 ~'o 1912 in', port19ns' 
of the 'terr1tory. , The ,Junl0,r Republic 'Well .. the present chief source 
of supply,' 'NaS put dO'Nn about 1910. 
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the oubd1v1ded ~rea and the golf and c9untry clu~ grou~ds. Lots ~ere 

sold,. and four houses \Jere built about 1925 a.nd one house about 1927 •. 

These houses ho.ve received ~3.ter continuously from the .... ator system·., 

Additlona1 pipe lines ~ere installed as n~ .... houses were erected •. The 
, .' 

california. State Bird Fa.rm, owned by the State of california, h~s. 
• • , j 

been' furnished wo.t~r continuous l~ i'r-om ,a.b,ou t 1927. ",r~ter .... as also· 

supplied to one or t\JO irr1gc.t1on .,customers. All of the, a.bove ser-

vice wa.s for compensa.tion. 
In 1935 the properties, includ~ng the,\J~ter ,system" were 

, . 

taken over by Dudl~y Smith, A. W. Langridge a.nd associa.tes. TWO 
, •• I" • 1 ~ , 

Nevada cOt"porations were formed, Los Se.rr~l?-qs Bonded Mutual Wilter 
I ' .', 

Ccmp~ny in 1935, ~d Don Lugo Corpora.tion ~n 1936. In .1937 both 
" , 

corporations filed their o.rticles of 1ncorporllticn with the Secretary· . 
. ' . (4) , '.' ' 

of StJ.te of california.. ' The first named corporation is not ~ 

pllrty to these proceedings. 
J. M. Fisher became interested in ~he properties, about 

1940" and pUrchlls?d a. ~ua.rt<:lr 1.nteres~ in Don Lugo. Corporation .. , 
later acqu1ring 75 per cent of the stock of that corporation., About 

, . 
60 homes \Jere 'built ln the area between 1935 and· 1942, to all of . ' , . 
\Jhich w~ter service was furnished for co~pensatlon. Water was also 

I " " • 

rurn13he~ to the ,golf course ~nd to the, club house .. and grill. 

A t the first hec.ring 0:0- the compls,1nt defendants', counse 1 

stated a \J1l11ngr;oess to stipulate ,that the wa.ter system be declared 

a pub11c utility, o.nd. lndic.o.ted that Mr. F1sher, dOin$ 'bus1ncssas 
, , 

Los Serr~nos water Company, pl~nned to apply for a cert1ficate.· . ; . \ 

Such an c.ppl1cation \JIlS filod ?n O,ctobpr. 13 .. , 1943. But compla1nants, .. 

(4) In 1940 ana 1941 the chartcr~ of both corpo~ntlons were reVOked, 
ill Nevada, bu·t were reinsta.t.ed about Ma.rch 15, 1943 .. at 'Which t1me 
defend~nt Fisher' Ilppeo.red. as President of both c,orpora.tlons. As of' 
May 25, 1944 Don' Lugo Corpo'!"o.tlon owa.s '1n good sta.nding in California 
~s to'p~yment of State corpor~tion taxc~, and was ~lso in good stand-
lng in. Nevada., . 
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• 
objected to the issu~nce of ~ ccrtif1cste to Mr. Fisher ~s an indl-

v1du.8.1, reo.ring that only limited pOl"tions of. the v.~ter 'system. m~ght 

be turned over to him, ownership of subst::.nti~l ~sscts being rE~t.line.d 

by the corpor~tlon.. Compl~intlnts contend th~t the corpor:.tlon, h:.v-

ing been a. public utility in fact for m~ny YC.:l.rs, sho~ld be held 

responsible tor utility serv~ce. Therc3.fter, an a.mended a.pp11c.ltion 

wa.~ filed, substituting non Luge Co~po~~tlon lS tho ~~~llC~~t fop 1 
ccrtiflCc.tc. 

Tho rQ¢ord 3hows, ~nd ~o sO rin~, th~t dcdic~tion of ~ropor-

tics to public use v~s made by the predecessors of Don Lugo Corpora-
tion long pr10r to the form.3.t1on of that corpor~t1on" o.nd tho.t, the 

lc.ttor h~s. continued a.nd expandod such public ::::crv1Co. Thore 'Would 

be little objection to the issu~ncc of ::. ccrt1i'ic.ltc to the corpora:-

tlOnj were It.not for the provisions of sect10n 26 or the Publ~c 
( 5) 

Utilltic5 Act. However, Don Lugo Corporo.tion, a3 the opcr~tor of 

properties impressed With cert~1n pub11c utility ob11g~t10n$, 1$ 

subject to rcgulst10n e.nd ~hould be dJ.rccted to f11e ,r~tes, ~esp1to 

the 1"~ct thc.t it is .oJ. foreign .corporo.tio,n. 

Compl3.in3.nto :3.nd dcfcnd:'n,tz j 01~ :1.:n ~skll?-g th~,t the Comm1s-

Sl.on f1x rJ.:tes -tor this ut1U.ty serv1ce,. ;.. .Commission engineer pre-

sented 0. report which 1nc ludcd :Jon .a.pp.ro.1so.1 of phyz1c3.1 p,ropert1cs 

of the W:.1;tet' system, 'ba.scd on his·tcric!l.l cost c.djusted to c~elude 

fc.c111t1cs not coneidcrod p.rcscntly csscnti.3.1 in fUrn1sh1ng w3.ter 

SOl'v1cc I ~s \1e1:1 0.$ es't1mated revenues c.nd expenses. Original cost 
(6). . 

WCos (lst1m~tcd to be $97,886. Such figure 'Wc.orcduced to $66,191 

by deducting the cost of certa.in propert1es believed not to be .rc-

(5) The .pc.rt1cs 3hou1d cons1der .,whc.t 5.pprOpr18,te ste.ps should bci 
t.::1.ken" in view of scct1on,26 .. such as the ·formJ.t1on or .ti. C.:l.111"orn1a 
corporo.t10n c.nd 'tr~n31"cr thereto, upon .:?pp1iCo.t!.on !lond '3,uthorlzat'!on 
of the properties or Don Lugo, Corporat1on. . 

(6) Th1s figure included $4,246 as the ,cost ore. ncw,booste .. r c~g~nc 
o.nd pump to replo.:ce· the pre sent :1neff:L.cicnt unit. 
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( 7) 
quired for present operst1ons 7 

Actu~l oper~ting revenues for 1943 were $l,90i.75. The Com-
miszion witness submitted a fl~t r~tc schedule for reo1dentl~1 uoc 1 

also providing for irrigr-tion rates for the golf course ~nd for crop 

irrig~tion, ~s well as a suggested mater rate. The latter providos 

for c $2.00 minimum ch~rge, covering a use of 800 cubic feet of 

water therefor, Q.nd lower r3.tcs for largerquo.nt1ty uses. Under 

such propos~l it docs not appccr thct 3.ny increases in ch~rges would 

rczult. Future revenues resulting fr'om Q.ppllc3.tlon of the suggested 
( 8) 

rates were e3timctcd as ~pproX1natoly $8,400. E:timatcd average 

cnnual operating expenses ~erc as follows: 

Exclusive of depreciation annuity & taxcs--$5,610 
( 9) 

Taxcs-----------~-------------------------- 720 
Dcprcc1~t1on annuity (5% Sinking fund)----- 870 

TotQ.l operct1ng cxpenscs--------$7,200 

(7) Such deductions o.re as follows: 

Artesian wells and l~nd-----------------------~-----$ 4,535.00 
Pel11ssier well and~ipe 11ne----------------------- 5,285*50 
Home well land, c.nd'pipc line--------------------~-- 5,,267.34 
Pipe lines used entirely for golt cour~c------------ 13,658.65 
Boootcr station eng~.nc u.nd pump--------------------- ,2t~48.0q 

Tot~l deduction~---------$31, 94.49 
Strictly nonopere.tlvc C.:lp1tsl, such a.s l~nds, buildings, etc., 'Were 
not ~ppr~ised, but m5Y 'Well total ~pproximatcly $300,000. 

(8) Such estimated revenues m~y be summcrizcd ~s tollo'We~ 

Residential 3ervicc-------~-------------$2,400 
Sta~c Bird Farm------------------------- 300 ' 
Golf course irrigation------------------ 4,320 
Country club domestic service-----;.----- 48~J 
parm land irrigation-------------------- 900 

Tot~1-----------$8,400 

(9) Pumping, power ~nd' rop~ir~;.-------------------------$2/600 
Operating transmission and ~lstr1but1on sy~tcm------ 120 
Rcpu1rs to abovc------------------------------------ 1,500 
Commercial expenses--- -- ---- .. - --- - --------- -----'~- -- 780 
General and miscellaneous expcnsc----------------~-~ 610 

Tot~1----------------~---$5,610 
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Tho above C'st1ms>ees 1nd.catc 3. net operating 'revenue of 

$1,200, or ~ return of less th~n 2% on $66,200. The water oystcm is 

cons~dcr~bly overbuilt for present demands, and the ~rea served 1s 

still 1n a development stage. No object10n was made to the sug-

gested rates, which are a composite of tho'se churgcdby other utl1i-

ties in tho gencr:il v1cinity. Such ro.tes 'Werc suggested as tri.?.:l 

rates, for temp6r~ry appl1c~t1on pending ,the compilat10n of more 

o.ccur~te inform~tion On oper~ting C03tS ~nd revenues. 

Public hearlngs 'having been 'had 'in ,the above ms.ttcl."::l, .'lnd 

bOosed upon thc record a.nd upon the findings conto.ined in 'the a"bovc 

o1'1n10n, 'IT IS ORDERED as follOws~ 
1'. That Don Lugo Corporation, w1thin thirty 

days aftc:- the effective date of this order, .filc 
four copies of' thcschcdule of' r.:l.tes . .:l.tt,~che'd to 
this order. Such rates ~rc found 'to be just and 
rcc.son~blc "under the 'ci'rcumstinces set, f'orth 10. 
the opinion, arid 'sca!l become effective and :be 
o.pplied on alls~l'vice !'cndc:rcd on and Ilfter 
June 1, 1945. 

'/ 2. Th.~t Don-Lug'o Corporatio:c., within sixty 
days 3.fter ,the effective d3tc of this ordcr.1 
make thc'nec¢ss~.ry ~lterrltion$ Q.'O.cl in3tsll3.t1ons 
30 'as to ,result in the satisfactory discharge 
of w~t6r from the 90,000-g~11o'O. stor~gc'tcnk into 
12-inch pipe lines ,supplying Tr~ct 1932" 10. ad-
dition to thcCluo F.ouseand vicinity presently 
supplied. 

3- Th.::.t Don :i..ugo Co'rpor3.t1on" w1th1n thirty 
do.ys "after' the effeoti 'Ie da teof this order, 
file four sets of rulos ~rid regul~tions .governing 
relo.t10ns'with customers" wh:teh shs.ll :conta1n'~ 

'mQ.p or sketCh" druwn to 'an indicated, scale ~nd 
about 8':'1/211;':x llflln size, indica.ting its service 
area and loc~tion'thereof with reference 'to sur-

'rounding territory. Such' filing shall'not be 
construed ,as a. dctermln3.t1on or est.3.'bl1'shmcnt" 
in whole or in part, of the dedicated 3rea' of ser-
vice. 

6. 



4. That Don Lugo Corporat~on, within sixty 
d~ys after the effective date of this order, file 
four copies of ~ comprehensive map, drawn to ~n 
indicated scale of not less than 400 feet to the 
inch, dellncating correctly by spproprl~tc mark-
lngs the various tracto of land 1'0. the territory 
served. Such m~p should be re~son~bly ~ccur~te, 
show the source ~nd d~te thereof, and include 
suffiCient data to determine definitely the loca-
tion of the various properties comprising the 
entire service area. Such filing sh~ll not be 
construed as ~ detcrmln~tlon or ost~bli$hment, 
in whole or in part, of the dedicated ~re~ of 
service. 

C";!'se NO. 468:; is dismissed .J.S to a.ll defenMnts other th~n 

Don Lugo Corpor~tion. Amended AP?lic~t1on No. 258:;4 i3 dlsmissed 

Without prejudice. 

The Secret~ry is directed to c~use a. certified copy of this 

order to be served upon Don Lugo Corpo.'ra.t10n, and this order sha.ll 

become effcctiv.c on the twentieth d~y ~fter the da.tc of such scr-

v1ce. 

Tho foregoing opinion a.nd order are ~pproved ind ordered 

filed ~3 the op.lnion ~nd order of the COmmission. -
D~tcd, / /"JI'~ 

S~n Franc1sco , C~1:forn1~, th~$ __ ~ __ ~L-_____ d~y' of 

_~~~,;JIoCII:. :1..--__ ' 19.45·. 



EAT':;: SC1f?RPt.ES 
~.chedu1e No.1 

GENERAL MSTEBED Sf-RUC? 
Applicabi 11 tt 

Applicable to metered water service for general domestic a.nd 
commerc~al purposes. 

Territory 

Bates 

Los Serra.nos Village and vicinity" San Bernardino County. 

Monthly M1nimum Charges 

5/8 x 3/4 
3/4 

1 
1-1./ .:!. 

c. 

1nch meter 
" If 

" ~I 

II " 

" " 

...... " ...... " ... . · .. ...... " ............ ,. . · ........ ~ ..... ~ .... . · .................... . 
• " .... ., ~ ....... 4111 ••••••• 

$2.00 
~·~5 
d'.75 
4.00 
6.00 

The 'minimum cha.rge wi 11 entitle the ,customer to 
the quantity of we.tert.'hich that monthly ,minimum 
charge ..... ill pU''rchase at t'he 'quant1ty .ra.'tes. 

QUD.ntit:r::,Eates 

First 800 cubic teet, per 100 cubic -feet $0.':5 
" Next 1,200 " II II II " , .20 

Next 3,00) " " " ·If JI II 

Next 20,,000 " 'I 'II " I' n 

Ove'r 25,000 II " fI ." II " 
Where oerv1ce ~o sva~lablc at both flat and 
metered rates, a mdter shall belnsts~led at 
the option of either the company or the cus-
tOmer,. A.fter exerc~s1ng such option., 3cr,v1,ce 
at flat rates sho.ll not~be resumed,except by 
mutual consent of 'both company and customer. 

Schedule No.2 

F~AT'RA1E DOMESTIC SERVIC;' 

.. 15 
.10 
.05 

appl,ica'b111 ty 

Applicable 'tofl:l.t r.ltc, domestiC an.d commerc1al. 'Water' service .. 

Territory 

: Los Serra.nos V111~ge e.nd'vi.c1n:tty, san·Berne..rd1no'count~> 
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FLAT 'RAl'~' DOM',S~l.IQ 9ERVIQ'S (C on t I d) 
, 

B:ltcs Pel" Month 

For one re31den,ce of 5 rooms' or les,s on one lot of 
7,500 squ~re feet in a~ea, or less, including 
irr1gation of lawn, gs~den and sh~ubs ...•..• ~ .•..• $ 2.50 

For each s.c!d1 tlonal room ..•.•...........•.•...•..•.... .20 

For esch c.dd1 tlonal lot having .In .Sores o~ 7,500 squ3.re 
feet, or less .......... II •••••• " ......................... '" 1 .. 50 

For each add1t1on~1 100 square feet of cree. lrr1g~ted 
in e~cess of 7,500 squ~rc feet on 'same lot or,~d-
jOining lot ••.••..•...•...••••••...• ~............. .02 

For each c.dd1t1onc.l res1d.e~·.~_ontb.esame lot" when 
occupied. ................ ~. . . . . . . . . . . . . .. . . . . . .. ... . . . . . . 1.00 

For 1rr1g.lt1on of otherw1se un1mproved lots, 
$0.02 per 100 sq. ft. per month .. where sepolratc 
5crvlce connections ~re in$t~lled, min1mum .•..••.• 1·50 

For horses or co.ttlc" per he.ld •.••• , .••••. ,.9...... . . . . . .25 
For separste serv1ce connection to stc.blcs or enclosures 

for horses, catt1~ or other 11vestock, minimum ...• 2.50 

fLAT RAT? IRRIG8TIQN f..PEYICE ' 

Golf course, throughout the yc~:r, per 100 sq., ft. . ....... 
!rr1gc.t1on of crops, grsv1ty flow, per ~crc foot ••.•.• 

9· 

$0.01 
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