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Decision No.

3EFORS THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CAiIFORNIA 

;n the Matter of the A plmcat*on of

ARTON F. McGLOTHLEN and MARY JANE
McG OTHLEN, his wife, for a certifi-
cate of Public Convenience and j Application No. 29&18
Necessity and for authority to / . {Amended)
increase rates for water service ;
in San 3ernardino County

Gordon and ﬁnapp, by Wyman C. Knapg, for
applicant; East Zase Line Water Users, by
John B, Surr prevestants.

0O2INION

Barton F. McGlothlen and Mary Jane McGlo;hlen,tdoing busi- -
ness as Pioneer Gardens Water Company, filed the aﬁove-eﬁtitled';
application on June 9, 19u8; ceeking a certificate of‘public%éoﬁven- ,
ience and necessity to expand its water system; and.seekihg;authoripy
T0 increase its rates for water service in San BernardiﬁvaBunty,'
California. | | |

- Public hearings.in this matter were held*béfore Examihe*
Warner in San Bernardino; California, on Ocuobgr 5 and lh, 19u9, and

September 19, 20, and 26, 1950, and in Los Angeles, Californza, on

October 6, 1950, on which latter date the matter was submitted upon

the filing of briefs.. o ‘
3y an amended application filed Scptember 26 1949, appli-

cant modified its proposed flat and ﬂccer rates and requostcd the

establishment of a rate for water coqlers. Itvalso requesced,estab-

lishment of the proposed rates on an interim basis. At the hearing
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on October 5, 1949, the request for the establishment of the water

cooler rate was withdrawn.

By its Decision No. h3h63 dated November l 19L9, the
Commission issued its interim opinion and order in the application as
amended and authorized the establishment of interinm rates. o

On September 20; 1950; the application was.amended again
ty the applicant 5o further increase the proposed flat rates as
ertablished by the said Decision No. L3L63.

A map filed at the hearing on Soptebber 19, 1950, as
Dxhibit No. 6-A deliﬁea@es in detail the area requested to be certifi
ceted, and a ceries of 19 plats filed at the same time“alexhibit
No. 7 details applicant’'s facilities insvalled as of Deoembe: 31,
29438, - - |

By the Cominission's Decision No. L4535 dated July 18, 1950,
in Application No. 15)9 Barton F. MeGlothlen and Mary Jane
McGlothlen, 1ndividualo, were auzhorized to transfer thelr propertieo
to Ploneer Gardens Water Company, a corporation formed on June 27,
1950. Such transfer was effected as of August 1, 1950.

Applicant has been operating in unincorporated territory
just east of the casterly limits of the City of San Bernardino,

San Bernardino County, California. This oorritory is bounded on the

north by an area just north of Pacific Street, on the south by Third

Street, on the west by Wateraman Avenue, and on the cast by Victoria
Avenue. This territory is irregularly shaped and these designations
re the outermost limits thereof. Included within this territory were .
* m——————t
two water systems, not immediately adjacent 0 each other, the con~
duct, by applicant, of water oervice opcratzons in which wero aunho.

ized by the Commission's Decision No. 37348 dated September 26 l9bb,
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in Application No. 26206. 1In addition to the areas certificated by

said decision, applicant has been conducting water serviée_opcrations
‘without a certificate in nine nore or less isolated aréas in the gen-~
ral vicinity, each lying within the above~described unincorporated
territory. The record shows that one of the purposes.of the appli-
cation herein was to bring all of these areas under'a‘siﬁgle certifi-
cate and, a2lso, t0 expand the certificated area Sﬁbétancially on the
north to Highland Avenue which lies 1 mile north of Baseline Avenue, :
and to expand into certain uncertificated areas lying within the
above-described'unincorporated territory.

Applicant's water system épmprises 1L operative wells
scattered throughout the area. Their estimated combined naximun
production is about 6;300 gallons per minute. There are three small
elevated storage tanks and seven pressure tanks on the systexm, Numer-
ous complaints werc registered at the heariﬁgs by consumers regarding
low pressure conditions; sand in the mains,,ﬁnpleasanz odors, and
warm water. These conditions appear %o be existent, geﬁeraily,
throughout all areas. ‘

The record shows that the water system is not operated as
an integrated wnit. A so-called northern portibn, lying above
Baseline Avenue, is supplied principally from wells Nos. a; 6; g, ﬁnd
16. Well No. 8 which produces warm Qater at temperdtures between 75
and 82 degrees is utilized as a standby.- The so-called sbuthern poOr-
tion of the system; lying below Baseline Avenue, is now supplied
principally Srom well No. 7 whiéh has an estimated‘caﬁaciﬁy q£'2;090
gallons per minuté and which has instélled in iv a pump'poweréd by a
Buda gas engine. Water from this well appears to be qﬁitégpotéble

and applicant’'s witness stated it was applicant's intention %o make it
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the principal source of supply for the ¢ntire system if and when full

interconnecting facilities were installed.

Applicant's system, as of August 31, 1950, comprised some

1,291 flat rate and 25 meter rate consumers. The record shows that
there were 1,380 flat rote customers and three meter customers at thé
end of the year 1949. The record alse shows that applicént'had_
received some 25 requests for installation of meters durfng 1950.

Most customers are classified as residential. However, water sefvicev
is also furnished %o a few small commercial establishments,'scrfice
stations, and grocery stores; and to 2 chufch and a school, all on
domestic schedules. The terrain is generally f£lat with a gradual
dovnward slope from north to south frem the baée of the mountainsf
north of Highland Avenue. Water is utilized for domestic purposes,
for gardens, for coolers, for swimming pools, and fbr_the.abbve-
mentioned commercial pﬁrposes.‘ |
The water is tested for potability by a private chemical
léboratory at intervels of zheut every two weéks, and b& the
San Bernardino Health Department about once every three or four
months. The rechd shows that it has been reported by-these’agencies
T0 be free from contamination. | |
With regard vo the request for the extension of the’cerﬁifi—z

cated areca, it is appérent that the water produétioﬁ faciiities-are
more than ample for scrving a much larger areca and a greater:number
of customers than are at present being served. However, the record
does not disclose any substantial number of applications‘for service
outside the general boundariecs of the present areas being servcd; \

the prospects for substantial development and hohe éonstructioﬁ

and consequent increase in number of customers were not carefully -
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developed oy the applicant. Further; the record shows that';he
operations of the system lecave much to be desired in the'mainténance
of adequate operating pressures and in naking the necesuary additions
to fixed capital in order to effect adequate standardg of scrvzce.
The record also shows that the manugermal proceduree are in dzrevneed
of improvement, particularly with respect to past account;ng and
bookkeepzng practzce and maintenance of proper basic records.
Taerefore, it is considered that the public convenience and necessity
will best be served by restricting applicant %o operations within the
area delineated on the map marked Exhibit A attached to the‘order
herein. When nced for further expansion arises, and can be showﬁ,
the Sommission may be petitioned for the granting‘of adaitional
certificated area.

The following is a summary of the rates as e tnbl*shed
pursuant to Decision No. 37348 which became effective October l

l?bb, the rates established by tho Commission's interim.opinion and

order in Decision No. 43463 which became effective December 1, 1949,

and the rates applied for by applicant's second amended application

filed September 20, 1950, and being considered herein.
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PTONEER GARDENS WATER COMPANY

FLAT RATES AND GENERAL METER SERVICE RATES

Original Interim Proposed
Rates per Rates per Rates per
Decision Decision 2¢. Amended
No. 37348 No. 43463  Application:
Effective Effective Filed

10=lwhly 12-1-49 _ 9-20=50

{B) ' {C) ,

Flat Rates

Single residence on one lot - 5 $ 2.00 $ 2.25
Square feet of area included R 6,500 6,500
Tor each add'l. res. on lot : $ 1.00 $ 1.00
For each add'l. 100 sq. fr. of :
lrrigated area, for a period

of not less than Lfive months 0.15 -
For each add'l. 500 sq. ft. or

fraction thereof of area of lot - 0.10

Swinming pool | 2.00.to

10.00 per mo. - _ -

General Service Meter Rates
(Per Meter per Month)

Monthly Minimum Charpes ' | : '
5/8 x 3/4-inch meter | $ 1.75 . $.2.00
3/L=inch meter - -
l-inch meter 3.00 2,00
la.inch meter 5.00 5.00.
2-inch meter 7.50 7 .50
2-inch meter 10. 15.00 - 15.00 -
L-inch meter 15.00 25.00 25.00

Monthly Quantity Rates . o
T1rst 700 ¢u. ft., or less $ 1.25 ' 4 -

Next 800 cu. £r., per 100
- cu. ft. .15 - -
All over 1,500 cu. fr., per 100 '
. cu. fr.. <10 : -

irst 1,000 cu. ft., or less - : : | 1.75
ext 1,000 cu. fo., per 100 ‘ o

' - cu. ft. - ‘ Cal2
AlL over 2,000 cu. ft., per 1Q0 ‘ ' -

Cla ft- - ) ! ' .lO" .

L

It will be noted from the above comparative rate summary

that the cffect of the interim order was to raise the basic flat rate
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from §1.50 per month to $2 per month while reducing the amount of
area included‘ih the flat rate from lO;OOO square feet to 6,500
square feet, aﬁd to raise the monthly minimum meter charge from
$1.25 per meter per month to $i.75-per moter per month for a

5/8 vy 3/L=inch meter, and to change the monthly quantity rates,
also. Applicant's sccond amended application; it will be noted,
requests only that tﬁe flzt rate be raised from $2 to §2.25 per |
month except ch ,he monthly minimum charge for 5/8 by 3/L¥inch
meter would be ramsed to $2 per meter per month. No change was
reguested in the monthly minimum charges for larger sized meﬁérs,or
for the monthly quantity rates as established by the Codmission's"
‘interimforder. | |

Applicant alleges that the further inereased rates arc
necessary in order to produce what applicant claims is a fair raﬁe
of return upon its rate base. Its witnesses at the heafing further
alleged that vhe proposed improvements in service could not be
effected without additional financing and that such fznancing, in
turn, could not be effected without an adequate rate of retum.

A detailcd estimate of applicant’s results of‘Opé:ations;
which included the year 1949 recorded and the year 1950 estimated at
present razes and at the amended proposed rates, was introduced at
the hearing on September 20, 1950, by a witness for the applicant; as

Exnidbits Nos. 13 and 13-A. A report on the results of operation of

applicant for the years 1949 and 1950 was submitted at the hearing
on the same datefbyfthe Commission staff, as Exhibit'No. 17. 4 sum~
nary of the carnings as contained in those exhibxts for the year 1949

*eco“ded and the year 1950 estimated follows.
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" DPIONEER GARDENS WATER COMPANY

SUMMARY OF EARNINGS
YEAR 1949 RECORDED, AND YEAR 1950 ESTIMATED

sCompany Exhibits Neos. 13 & 13-4
: : Year 1650 Estimated
: Year - ¢ Amended
:  L94L9 : Present ': Proposed
Lem » Recorded - Rates - Rates .

P.U.C. Statf
IExhibit No. 17
Year 1950
Estimated
-Interim Ratesi

by 3 v NN
TR EETENY ]

"

Operating Revenues

Flat Rates $ 30,345 & 50,084 ¥ 54,335 $ 49,255

Meter Rates 666 1,400 1,400 1, L16
Total Operating Revenues 31,001 S5L,48L 55,735 50,671 .

Onerating Expenses
Source of Supply 167 96 96 98

Pumping .,198 10,980 10,980 10,47
Trangxdssion & Distribution 2,230 2,749 2,749 3,682,

Commereial L,397 5,408 5,408 L,578
General 9,122 13,260 13,260 10,948
Uncollectibles - 250 250 -

Subtotal 27,01, 32,743 32,743 29,777

Taxes 726 3,172 4,110 3,605
Depreciation 7,500 8,000 8,000 8,2L0

Total Operating Expenses 35,340 43,915 Lb,853 - L1,620
Net Operating Reveaue (L329) 7,569 10,882 9,05L

Rate Base (Undepreciated) - 276,2904 276,290#‘ 260,6628.
Depreciation Reserve - 5L A00#  51,600# b6 ,859¢ -

Rate Base (Deprecilated) - 24,6904 224,690 21.3,803¢

Y Rate of Return (on Deprecia‘ocd\; 3.37% 4.81;‘,’; La23%
Base) / .

(Red Fizure)

# Per Decision No. 43463 dated November 1, 19L9.
# As of December 31, 1950.
4 Average year 1950.

The record Ls £full of controversies and various c¢ontentions

with respect to 2ll phases of applicant's operations including its
service, accounting methods, records, and components of its estimated
rates of return. It is evident from the record vhat the service

cannot be Iimproved without additional financing which is being

-8-




A-29418 EL

attempted. Should such financing be successful, applicant will spend

in excess of $60,000 to install facilities for inercasing pressure

and for eliminating sand and warm water from the mains. It is impera-
tive that the service be improved.

Several witnesses appeared as protestants, claiming either
to have knowledge of donations to capital or to have donated the
capital themselves. A list of donated capital, as far as determina-
ble from the lost or otherwise inadeguate records of applicant, was
introduced by a Commission staff witness as Exhibit No. 18, and
Exhibit No. 19 also shows consumers' advances for construction in so
far as they were determinable. |

The record shows that applioant.alleges that its general
ledger and other books of accounts were lost in l9h8.and thﬁt there
were no records prior‘to 1949 upon which to base.on accurate cstimate
for the year 1950, other than upon the operations for the year l9b9
and the year 1950 to date, except for the ennual reports filed with
the Commission. Many operating expense items; as shown in appli-
cant's Exhivit No. 13, appear to be excessive for a normal year, par-
ticularly with respect to painting of plant dbuildings and cutting of
weeds, commercial cxpenses, and certain gencral expenses such as |
legal expenses and regulatory Commission expenses. Zhefe'iq”né doubt
that nany economies in opération could be effected by the éfimination
of the operation, and consequent operating expense, of.aﬁ‘leQStf
thrce-quaéters of the wells. There is no doubt that when‘prbper
mains have been installed and intercomnections between the various
operating areas have been made, many wells can be either qbandoned

or placed in a standby status. This is not meant to imply‘thét the

pumping expense attributable to electric power and fuel for thé'Buda

-9=
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Bas engine at well No. 7 would be reduced by threc-quartcrs for the
operations of certain wclls, including well No. 7, would have %0 be :
stepped up. ,

It is important <hat we conéider the éStimace of operating
revenues. During the summer of September, 1950, there were some 277 |
water cbolers-attached %0 the system. A few of these were'fecircu-’
lating and water was re-uéed, but most of the.others were of‘d'typg'
which demanded a constant flow of’water through them; The. record
chows that the goil in applicant's service are# is sandy and that
lawns were sprinkled and watered under the flat rate system day and
night to overflowing during the hot summer monﬁhs. Certainly, if

applicant is looking for a source of addivional revenue, thé‘instal;

lation of meters is an obvious source of such revenue. It\is e*ti-'\\\

mated that tane interim rates will produce total opcratxng rcvcnucs -of
$53,400. Total operating expenses are hereby determined to bc
$40,000, taking into account the presently known federal income tax
rates for the year 1951; When applied\againsé a dcpreciatedﬁrgte
base of $21a,ooo; hereby adopted for the purpose of this‘orﬁer;‘the
net revenue of $13;AOO will result in a rate of return of 6;26%. It /
is concluded, therefore, that the interim rates wilivbroduce'a fair'//
rate of return, and the order herein will make the interim o&der////f
final with respect to rates. | -
Applicant's request that it be authorized to place oh its
books of account the results of the historical cost appraisal sub-
mitted at the hearing on Scptember 19; 1950, by a Commission staff
witness as Exhibit No. 8, as modificd by the corrected pipe~line
ingtallation cost shown ia Exhibits Nos. 9 and 9-A as invroduced at
the hearing of that scme date by applmcanc 5 witness, appears to be
reasonable, The 309rnal entries to accomplish this result should
provide for classifying as Donctions in Aid of Comstruction ahd Con-

sumers® Advonces for Construction all of those items'appearing on

~10-
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the lists thercof filed at the hearing on Septembér 26, 1950, as S\\

Bxhibits Nos. 18 and 19, respectively, plus the historical cost of |
well No. 14 located on the so-called Yendell property in the amouﬁt
of $1,348 and the historical cost of well No. 16, the Coolcy Well,
in the amount of $3,971 as shown on Page 5 of Exaibit No. &. |
The certificate of public convenience and necessity granted
herein is subject to the following provision of law:
That the Commission shall have no power to author-
ize the capitalization of this certificate of public
conveniecnce and necessity or the right to own,
operate or enjoy such certificate of public conven-
ience and necessity in excess of the amount (exclu- -
sive of any tax or annual charge) actuelly paid to
the State as the consideration for the issuance of

such certificate of public convenicence and necessity
or right.

Barton F. McGlothlen and Mary Jane MeGlothlen, doing busi-
ness as Pioncer Gardens Water Company, having applied to the
Commissicn for a ccrtificace of public convenience and nccéﬁsity
extending their service arez and for an order authofizing‘che e3tab-
lishment of flat and meter rateés, public heariﬁgshaving been held,
an interim order having been issued as the'Commissionfs Docision
No. 43463 dated November 1, 1949, and the matter baving been sub-
mitted on October 6, 1950, and now being ready for‘décisioﬁ;‘and the
Commission having authorize@ the applicants heroin, by its Decigion
No. L4535 dated July 18, 1950, in Application‘No, 51559,_tot:ansfef
their water system properties to Pioncer Gérdens.Water Company, a
corporation formed on June 27, 1950; and such prcperty trgns£ér '
haviag been effected on August 1, 1950; in accordance with said
Decision No. Lu535,

IT IS HEREBY FOUND AS A FACT vhat public convenience and
necessity require the operation of a public utility water system by '

Pioneer Cardens Water Company in the area delineated on the map

“lle
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attached hereto and marked Exhibiﬁ A, and that the rgtes established
by the Commission's interim order in its Deciéion No. L3h63'dé;ed
November l; 19u9; are just and reasonable; therefore,

IT IS HEREBY ORDERED that:

L. A certificate of public convenience and necessity be and
it is granted to Pioneer Gardens Water Company to operate
a public utilivy water system for the production, distridu-
tion, and sale of water within the territory hereinbefore
described. :

Applicant shall file, within-forty (40) days after the
cffective date of this order, four copics of a comprehen-
sive map, drawn to an indicated scale of not less than
600 feet vo the inch, delineating by appropriate markings
the various tracts of land and territory served and the
location of the various properties of applicant.

Applicant shail file four copies of rules and regulations
and tariff service avea map acceptable to this Commission
and ég accordance with the requirements of General Order
No. . '

Applicant shall adjust its books co as to include in its
fixed ceapital accounts the historical c¢ost appraisal subd-
mitted at the hearing as Exhibit No. &, as modified by
Exhibit No. 9 and Exhibit No. 9-A, together with the
further modification referred to in the preceding opinion,
and shall file with the Commission a copy of each journal
eatry used to adjust its books in accordance with the
authority herein granted. '

IT IS EEREBY FURTHER ORDERED that the interim rates speci-
fied in the Commiésicn's Decision No. 43463 dated November l; L9L9,
shall be continued in effect as permaheﬁf rates.

The effective date of this order shall be twenty (20) days

after the date herecf.

Dated at San Fraﬁcisco, California, this

of _/ _AL[LDOL¢LAAJ/ , L951.
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