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Decision No. 4‘1627 | @E/@ Jﬁé}l ‘.

DEFORE IHE PUBL UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the matter of the application
of DISERT WATER COMPANY, a -
Celilornia corporation, (’) for
a vermit to issue and sell its
shares of stoek; (2) for a
certificate of pudlic convenience
und necessity to operate a public
utility water systeam; (3) to
¢stablish cdomestic water rates.

Application
No. 28751
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George C. Lvon, for Applicant.

Desert Water Company wa incbrporated in 1947 for the
purvose of operat*ng a3 vublic utility water system In o section of
Xorongo Valley, known as Moronge, located in San Bernardino
County. In this procesding applicent asks for permission to issue

shares of stock, for a ccrtificate of public con-

vendcence and necessity to operate a public utility watcr system,

and for the establisament of water rates..
A public hearing in this proceecing wus held at MQrongo
before Examiner MacKall.

Moronge Valley Mutual Water Compuny in 1916 coanstructed
a water system to supply its stockholders Living in or near the

vicinity of Moronge. The water supply was obtalned by diversion

from Big Morongo Creek and trensmitted through a 12" steel and 87

conercte pipeline, to & division box located on the northwesterly
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corner of the arca served. The stockholder consumers lived on.
various parcels of land in Sections 28, 29, 32 and 33, T.1 S,

R.4 E., S.B.B.& M. After operating this system for about tanirty
years and encountering many serious financial problems, the
stoékholders of the company in a meeting held the 2lst day of
April, 1947, voted to sell their emtire water properties to J.
Lyttleton Lyon who hed agreed to organlze a corporation for the
purpose of acguiring and operating the wster system as a puablic
utility. Accordingly, Mr. Lyon acQgired the psroperty for himself
and associaté, Mr. Ray Smith. The purchasers thereupon caused to

be organized on the second day of May, L1947, Desert Water Company,

a2 corporation, which nas ascqguired their interests and rights in
all of %he vater propev"‘Cb of dorongo Valley Mutual Water Com»

pany. In this proceecding Descrt Water uowpany-requustsvper-

mission to issue 2,240 shares of its capit stock of the'par

value of $10.00 each, in consid eration of ‘the sale, transfer and
conveyance to it of sold water system. Of said shares 1,686 wil;
hoe issued to J. Lyttleton Lyon and 560 to Ray Smith. The record
herein warrants the Commission to authorize the corporation to

issue the sald sharcs of stock.

Applicent has a water right cmounting to .14 of a cubic
foot per second in Big Morongo Creck, the original filing having
been made on June 14, 1914, confirmed by court decree LDecember. 9,
1938; it claims a sccond right by appropriation to 1.5 cublc feet
PDer secend in suid Big Moronge Creck. Applicant also hus & drilledl‘

well capable of viclding L£ifty mincert's inches. This well 1s not

in use 2t the present time but it 15 availeble should necessity

for its use arise.
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The transmission system consists of 3,426 feet of 12
inch steel plpe and 5,469 feet of 8 inch concrete pipe. A por-
tion of the transmission main is carricd through a 4 x 6 tunnel,
500 feet in length. The distribution mains ure compriged of

11,420 feet of 8 inch conerete nipe, 6,000 fect of 2 inch gul-

venized iron pipe ond 1,000 feet of 2 inch black pipe. Since
acguisition of these properties agplicant has re¢placec the former
l,260-gall§h wooden %ank used by the Moronge Valley Mutuul Water
Company, with a 42,060—gallon steel tank wiich now provides
adeéuate storage for that sectlon of the service area which it
serves. During the summer 2f 1947 there wore 43 active cohsumers;

at the present time there are 4%.

Mr. J. Lyttlcton Lyon stated that the rccords of the

mutual water company indlicated thut the original cost of &ll

water system properties in 1916 zmounted to $60,000. In a report
prevured under Ais direction Mr. Lyon set forth the estimated
original cost of the used wne usefql propertics as of Séptember R,
1947, to ve $46,174 und the depreciuted original cost as $22,424.
An appraisal of these properties, as of November 25, 1547, wus
submitted by James F. Wilson, one of the Commission's ens¢néers,
based upon estimated original cost and auounted to $46,i12. Do~
preclation annuity computed by the 5% sinking fund method amounted
to $286; the cstimated original cost depreciated as of the same

date zmounted to $32,585.

Tne records of revenuezs and operating cxpenses under the
ownership and operation of these properties vy the mutuul water
comparny were not availuble. During the few montas of operation

under the direction of Mr. Lyon, all consumers have heen charged
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a uniform flat rate of $1.50 per month regardless 6f type or
amount of use. Mr. Lyon estimated the annual income for the year
1947 to be $774; upkeep and repairs only, $360; depreclation sn
the straigat line method $1,350; leaving a loss of $936. From the
evidence zvailable it appears that the requested monthly minimum
charge of $2.00 may srovide a2t least some net return on the in-

vestment over and above operating costs including depreciation.

The rate schedule presented by applicant appears reason-
able in comperison with charges for similar service iﬁ the |
genéral vieinity. No objection thereto was mzde by any of the
consumers. The rute reacested, therefore, will be established in

the following order.

The service arez proposed by this utility lies in por-
tions of Sections 28, 29, 32 ané 33, T.1 8., R.4 E., 5.B.B.& M.
Within this territory there is included an 80-ucre subdivision
designuated as Tract No. 2541, in Section 28. ,Within the sefvice
arca there are wlso several other smull subdivided tracts, con-
tzining {rom 10 te 20 acres each. In addition to these tracts,
several similar parcels of luné locuted in various sections of
the service area will be subdivided for homesites in the near

Tuture.

Buring the ceurse of the hearing held in this matter
several residents of Truct No. 2541 testified tnat they had at
their own expense installed portions of the 2 inch distribution
mains suppiying their premises. Mr. H. M. Hess, a realtor who
subdivided and‘placedﬂfract No. 2541 on the market, testified that‘
some of the consumers in this tract had pald for various amounts

of the 2 inch water meins used to supply the subdivision and thet

-4
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he himselfud instzlled at his own expense z considerable amount

% A} ,L ) | ' ' \ ) . o
ﬂf thb &lSurlbuflon cysten. Certaln of these witnesses claimed
to be the owmers of the mains within the subdivision. In 1937
Mr. Hess subdivided and pluced upon the market Iract No. 2541 and

thereafter he assigned to each lot purchaser his pro rata share

of the water stock in the mutual water company appurtenant to thg

water subdivision. Water wos supplied to these consuners by the
nutual water commany but the duty and obligation of keeping the
woter mains in the tract in reosir fell to the tract residents
themselves who organized the Morongo Valley Improvement Associa-

tion for this vurpose.

Mr. C. killiingtor., a dircetor and former president of
the Korongo Valley iutual Water Compuny, testified that Lr. Hess'
nad turncd over te the Moronge Valley Improvement Assoéiation,‘in
1933 or 1934, the pipe lines in Tract No. 2541 ancd at that time
declared that he no longer had zny interest in the distribution
system. It appears that members of this Improvement Assoclation
had willingly turned over vwhatever rights, liabilities or réépon~
sivilities they had in maintaining and repairing this distribu-

tion »ipe to Mr. Lyon and Mr. Smith.

Mr. J. R. White, who subdivided and sold portions of his
own property in Morongo and vicinity, testificd that he himselfl
and g half dozen purchusers of pronerty from him were rcadyvaqd
willing to turn over to Lr. Lyon or upplicant cdrporation any-énd
all oipe lines that they nud installed at their own expense which

nad zmounted to over $500.

From the cvidence presented it is clear that the

directors of the Morongo Vulley Mutuzl Wuter Company, approved by
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thelr stocknolders, turned over the mutual water company proper-
ties to Mr. Lyon and hic associate because of their inability to
arovide proper scrvice and to pay the cost of mainténance and
repoirs. Mr. Lyon stated thut he assumed and believed at the time
of cntering into negotiutions with the mutual wuter company that
ne was acguiring «ll of the existing production and distridvation
facilities, inclucing the mains in Tract No. 2541. None of the
residents in this tract including Mr. Hess has ever maintained or
rensired any of these Gistribution linces nor are any of them will-
ing to ¢do s¢ now. Applicant herein has assumed this obligation.
This Commission is not the proper forum to determine the title to
or ownership in these maine. Anplicunt is reudy and willing to
supoly all consumers in Tract No.o 2541 with water at the regularly
established rates. It can éo so only through the mainS‘alreadf
instailed in the subdivision. IT for any reason any of these con-
sumers refuse applicant the use of thelr water méins, they may
still‘receive service at the regularly established rates by extend-
ing their own nipe lines te the bound&ry of tne truct at or near

the reservoir.

The certificate of public convenience and necessity
granted herein is sublect to the following‘provisions of law:

"That the Commlission shall have no power to authorize
the capitalization of this certificate of public convenlence
anéd necessity or the right to own, operate or enjoy such cer-
tificzte of public convenicmce and necessity in excess of the
smount (execlusive of wmy tox or wanual charge) actuully paid
to the Stute as the consideration for the lssuance of such
certificate of public cenvenlence wnd necessity or right.”

The action taken asrein shall not bhe construed to.bé a
firnding of tne value of the properties heredn authorized to be

transferred.




CRIDER

Aprlication as entitled above having been filed with
the public Utilities Commission of the State of Califoraia, 2

putlic hg“r*ng having been held thereon, the maticr having becn

culy submitted and the Commission now being fully advised in th¢~ww

preuises,

THE PURLIC UTILITISS CCMMISSION OF THE STATE OF
CALIFORNIA HERZEY DECLARES that public convenience and necessity
recuire, and will reguire, the construction, maintenance ané
operation of a public utility woter system by Desert Water Com-
pany, & corporation, in the unincerporated community of Morongo,
San Bernardine County, 25 ner: particularly set forth and doline-

ated upon the map filed oz Exhibit No. 7, which map is hureby

t

nede a part of this Orcder by reference.
IT IS HEREEY QRICERED as follows:

That,a certificste of public convenience and necessity
be and it 1s hcrohy granted to Desert Water Company

to construct, maintain anc operate & public utility
for the distribution aad ssle of water within the
territory hercinavove described;

That Desert Water Company be and it is hereby suthor- -
ized to issve, after the effective date liercof and

on or bhefore Septcuber 30, 1948, 2&240 shares of its
capltal stoek of the par valuc of 210 c*ch, in pay-
aent for the water system to te ac%ulred from J.
Lyztleton Lyon and Ray Smith to which reference is
made in the preoceding opinion, it being the opinion
of the Comuissicn thmt the money, property or labor

to ve procured or pald for by such issue is ro asonably
required by Desert Water Company for the purpose
specified herein and that such puryese is not, in
whole or in pnrt, rcosonadly chargeable to operating
cxpenses or to inccme. ‘

That Désert Water Company be and it is herchy author-
ized and dirceted to file in quad rupllcato in con-
fornity with this Commission's Generszl Oroe Ne. 96,
wlithin thirty (20) days frem and after the effe ctive
date of this QOrder, the following schedule of rates
to be charged for »ll water service rendered to its
consumers on and altor said effective date, which
sehedule of rates is “e“ehy found to be just: und rea-
sonable for the service to be rendered::
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Schedule Non. 1

MONTHLY MBETER RATES

PPLICAEILITY

Apnlicadble tc all domestic, commercizl, industrial and
Clrrig ation users of water.
TERRITCRY:

Morengo, and in the vicinity thereof San Bernardino
County. ‘

Per Meter
rMonthlvy #inimum Charges: Per Month

For 5/8" x 3/4%" ) teesenseeasaes 82.00
an uctc*...................... 3.50

lk‘ M el et e eenennvencocnsasns 5.00

AT ROl cecassasnnsrrnsnssenes . 1.00

Each of the forcgoing "Mininum Monthly Charges"™ will
¢ntitle the consumer to the gquantity of water which
that ninimum monthly chorge will purehcese at the
following "Monthly Quantity Rates™: '

uo‘thnv Quantity Rates:

First 1,000 cubic feet, per 100 cubic feet.... $0.25
Next 3,000 cubic feet, per 100 cubic feet.... .20
Over 4,000 cubic feet, per 100 cubic feet.... 15

In the event meters are not available when customers
apply fcw service, tae proper size comnection will be
a2de and the customer charged the minimum meter rate
ver month for tne size neter reguired.

Thet Desert Weter Compeany, within sixty (60) days from
the date of trnils Crder shall submit to this Commission
fer approval four sets of rulegs z2nd regulations govern-
ing relations with Iitc consumers, cach set of which shall
contain = sultable map or sketeh, drawn to an indicated
secale upoa a sheet 8% x 11 1ncbns in size, delinecting
thereupon in distinctive marzings the boundaries of

its present service area, the locaticn thercof with re-
ference to the immediate surrcunding territory; provided,
hoewever, that such mzp or sketeh shall not thereby he
considered by %this COAmle*O“ or any other public body

as a rinal or conclusive dotormination or ¢stadlishment
of the dedicated area of Q;rvﬁce, or any portlon thcreof.,
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That Desert Water Company, within sixty (60) days from
the date of this Crder, shall filc with this Commzission
four copies of 2 comprchensive map, drawn to on indicot-
ed scale of not less then 600 feet to the inch, upon
which shall be delineated by appropriste markings the
territory presently scerved. This map should be - reason-
2bly accurste, show the source and date tnereol, and
include sufficient deta to determine clearly and de-
Sinitely the location of the proverty comprising the
cntire utility arca of seorvice; provided, hewever, that
such mep shall not thereby be considered by this Com-
nission or csny other public body as a final or conclu-
sive determination or establishment of the dedicated
arcz of service, or zny portion thereof.

That Desert Water Company shall file with the Comaission
witain thirty (20) days aftcr the issue of the stock
herein authorilzed, a report as required by the Com-
uission's General Order No. 24-A, which order, insofar
as applicable, is nz2de a part of this order.

The zuthority nerein granted is effective twenty (20)
days from anc sfter the date hereof.

Dated atAéZk.zzQZLQV&&r’, Californis, this gy"’day of

, 1948.




