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'BEFORE THE PUBLIC GTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Decision No. 527586

In the Matter of the Application of
EIGHLANDERS WATER COMPANY, a California
corporation, for a certificate of public
convenience end necessity to authorize
the operation of & water distridution
System as a public utility in the County
of Riverside, State of California, to
establish rates, and to authorize the
issuance of stock.

Application No. 37069
(Amended)
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Best, Best & Krieger, attorneys, by James H. Krieger, for spplicant.

Water Companies, Water Districts and Kssociations: Willard H.
Winder, attorney and presldent, and Eric C. Popvs and Jobn Moore
Robinson, attorneys for Sycemore Canyon water Company;
Wo V. Pittman in propria persona, and for University Improvement
Assoclation; Everett L. Grubb for Western Muniecipal Viater
District; John M. Nvine, Jr., for Gage Canal Company; C. M. Brewer
for Temescal Water Company; Lindsevy F. Dovle for La Cadena
Business Men's Assoclation; Hobert R. White for Belvedere Springs
Mutual Water Company; Interested parties.

In Propria Personse: Charles F. Coffee, III, Williem B. Worden,
Herman G. Halverson, Wwilliam H. Page, Frank Zennpfenig,
Robert A. Flock, Martin L. Thomes, L. H. Ferguson, August
Cenatiempo, John H. Wingate, D. M. WiIson, Peter Weber,
J. R. Walker, Jr., attorney for Josepn Cenatlempc, interested
Parties.

Charles W. Drake snd Richard R. Entwistle,

for the Commission staff.
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Highlanders Water Company,  a corporation, by the above-

entitled applicatioh filed June 23, 1955; as amended October 18,
1955, to increase the proposed service area; as smended October 20,
1955, regarding the proposed stock l1ssue; and as amended November 28,

1955, regarding the proposed service area, the issuance of stock,

Hereinafter referred to as Highlanders, the applicant, or the
utility.
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and & proposed contract with Riverside Water Company,2 8 mutual
water company, for the purchase of a source of water supply and
water, seeks a certificate of public convenience and necessity to
construct and operate a public utility water system in unincorpo-
rated territory, in Riverside County, east of the easterly limits
of the City of Riverside and in the general vicinity of the
University of Californis at Riverside as shown or the map Exhibit
"J" atteched to the Third Amendment to the application.

The estadlishment of rates for water service, authority
to issue stock and unsecured promissory notes, and approval of the
Proposed contract Setween Riverside and applicant, attached to the
Third Amendment to the application as Exhibit "I", are also sought.

Public hearings in this matter were held before Com-
zissioner Rex Hardy and Examiner Stewart C. Warner on November 2,
3, and 28, 1955, at Riverside. An adjourned hearing in Application
No. 35705, Sycamore Canyon Water Company, and original and adjourned
hearings in Application No. 37007, John Moore Robinson and S. I.
Robinson doing business as La uirada Water Co., for permission to
chaage their fictitious name to Public Water Company and for a
certificate of public convenience and necessity covering three

Separate areas in unincorporated territory, Riverside County, in

Moreno Valley and in the vicinity of the Box Springs mountain, were

-held on a consolidated record with the instant application, but no
evidence in either of the latter two matters was recolved on the

dates heretofore mentioned. They were continued to & date to be

3

set.

Hereinafter referred to as Riverside,

3 December 28, 1955,




Several land owners appeared as interested parties to
protest the granting of the arplication for the proposed certificated
area insofar as it excluded their land holdings. Sycamore Canyon
Wwater Company protested the granting of any enlargement of the
certifica%ed ares, and the Robinsons withdrew their application
for a certificate covering the area which overlapped a portion of
Highlanders' in the south-easterly portion thereof.

General Information

Highlanders filed itz Articles of Incorporation with the
Secretary of State on June 18, 1955, and amended said Articles
reducing the par value of 1ts stock from $100 per share to $10
per share on October 7, 1955. By its amended Articles, Highlanders
is authorized to issue one glass of shares of stock. The total
number of said shares is 200,000 with an aggregate par value of
$2,000,000. |

Applicént’s present place of business i1s 6718 Magnolia

Avenue, Riverside, California. Its offlicers are Scott Thursdy,
president, D. R. McMillan, vice president, C. V. Brown, Jr.,
secretary, and Mabel C. Flood, assistant secretary. The first
directors are Messrs. Thursby, MeMillan, Brown, Leo T. Thomas, and
Ralph Thursby; all with addresses in Riverslde and Arlihgton,
California.

Deascription of Proposed Cexrtificated Area and Area
to which Water is. Proposed to be Dedicatcoed

Applicant originally requested a certificate covering
approximately 256 acres in the vicinity of the Belvedere Heights
subdivision. By its First Amendment, 1t requested an additional

L

The record shows that upon the 1ssvance ol stock by applicant

to Sun Gold, Inc., & subdlvision home building company, for
certain advances of Sun Gold, two directors will represent

Sun Gold, two will represent Riverside, and one will be neutral.

-3~
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120 acres west of the original area in Section 20, and 177 acres
comprising the northeast quarter of Sectlion 31 and 17 adjoining
acres in the northwest guarter of Section 32, all in Tovnshilp 2
South, Range L West, SBBE&M. This latter 177 acres 1s known as the
La Colina Tract, and is epproximately 1-1/2 miles south of the
Belvedere Helights Tract. These properties are those proposed to
be certificated, and are delineated in green on the map, Exhitit

No. 1&.-

The Belvedere Helghts Tract has heretofore been served

by Belvedere Springs Mutual Water Company,5 and Lemona Heights

Mutual Water Company has alsco been furnishing water service in this
general vicinity. Certaln water system propertles of Belvedere

and 149 shares of Lemona Heights Mutual Water Company are to be
acquired by Riverside, together with water system properties of
Joseph and Macedonis Cenatiempo, individuals. Applicant proposes

to acquire these properties, and other water system properties
already installed by Riverside.

The proposed certificated areas include not only éesidences
and properties in the Belvedere Heights and Unlversity Heights areas
near the new University of California at Riverside, but alse include
two proposed subdivisions of Sun Gold, Inc., a subdivision home

building corporation. Sun Gold proposes to construct some 1,000

homes over a period of approximately five years in its proposed sub-

divisions; one subdivision to be in the University Heights ares,
the other in the La Colina Tract hereinbefore referred to.

The area designated by applicant as that area to which
water 1s proposed to be dedicated as distinguished by it from the

proposed certificated ares, Iincludes some ten square miles. Said
Proposed dedicated water area is bounded on the west by Chicago
Avenue (the Riverside city limits), on the north by Citrus Avenue, on

the east by the 1,400-foot elevation contour line (except foxr higher
S

Herelinafter referred to as Belvedere.
Hereinefter referrod to as Lemons Heights.

k-
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portions and in the vicinity of Belvedere Heiéhts), and on the south
by the southern boundaries of Sections 31 and 32 as shown on Exhibit
"J" attached to the Third Amendment to the application, and as
delineated in purple on the map, Exhibit No. 1. At the present
tine, numerous privately owned wells located within this area are
being used for striectly local domestic and irrigation purposes for
citrus groves and other agricultural uses. Much of.the‘land at
aigher elevations in the proposed dedicated water area 1s extremely
arld, but the record shows that in view of its proximity to the new
University, practically all of it is susceptible for development
of highly desirable residential sites if domestic water service
were made available thereto. A witness for spplicant testifled
that, in fact, the entire dedicated water area is subject to
potentlal development as high-class University area residential
sections. Individual acreages are held by owners amounting to as
much as 160 acres.

A witness for Sun Gold, Inc., testified and submitted a
28p, Zxkidit No. 10, to show that the so-called green belt ares

within the city limits of Riverside, in which the City Planning

Commission has placed hesvy restrictions on further subdivision
developrent, has been developed almost to its maximum. For that
reason Sun Gold was turning to the unincorporated area neasrer the
University for further subdivision. Another witness for aplicant,
the former mayor and pregsent president of the Riverside City Board
of Public Utilities, testifled that it would probably be some time
before the proposed dedicated water area, or even the proposed
certificated area would be annexed to the City of Riverside, and
that the City of Riverside does not, at the present time, consider
Tthe extension of 4ts municipally owned water system into any of

the areas proposed to be served by applicant.

Deseription of Proposed Water System

As noted, Riverside has purchased and is operating water
Systems in the Belvedere Heights and lLemons Holghts areas. These

-c-
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water systems comprise some 8,600 fest of 6-, 8- and 10-inch steel
Pipe most of which is old, and 3,400 feet of 12-inch steel pipe
instelled in 1955 by Riverside. An upper, & lower (Blaine Street),
and a Canyon reservoir of 30;0004, 500,000- and 300,000-gallons
capacity, respectively, are located at elevations in and adbove
Belvedere Eeights. These are filled with water pumped from the
8o0-called Lemona Heights well, in which is installed a pump with a
60-horsepower motor, which produces approximately 640 gallons per
minute. A 7S5-horsepower booster pump, & 25-horsepower booster

pump, and a& 20,000-gallon storage tenk are also installed on these
systems, which have been interconnected by Riverside.

It 1s these systems which Highlanders proposes te acquire

from Riversida. Their aggregate original cost, including overhesd
and the new instollatlons by Riverside, has been determined by a
stalfl engineer to be the sum of $84,380 for the Belvedere and
Coenatiempo systems, and $32,046 for Lemona (Exhibit Yo. 15). In
sald exhidit depreciation reserve requirements as of June 30, 1955,
amounting to $8,681 for Belvedere and Cenatiempo, and $7,690 for

Lemona were shown. The figures shown for Lemona reflect the

original costs covered by the full 190 shares of Lemonsa stock
outstanding. As Highlanders proposes to acquire only 149 of these
shares, its equity in this water system would be $19,100. Included
in the sbove are the Cenatiempo and Belvedere properties having a
depreclated original cost of $L47,775 which were acquired by
Riverside at no cost to it. The record shows thet the

Belvedere, Lemona Heights and Cenatliempo systems were all "going

and operating" systems, and were acquired by Riverside from
corporations and a person none of whom has been heretofore

subjected to the jurisdiction of this Cormission. This is not

& situation which lends itself to the application of the

customary rule of the Commission regarding donations of property

by customers %o a utillity. Our detérmination on this point is not,j
however, to bYe taken ag a pPrecedent in other cases, but necessarilyi\\

Tesvs upon the circumstences dbefore us. Thiz Commission hes adopted

+
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the depreciated historical cost principle for rate bases, and is’'of \g

the opinion and hereby finds that the sum of $94,799 1s the reasonsable -
and proper sum, which will be and hereby is adopted as the depreo- e
ciated historical cost of the water system properties to be acquired

by applicant from Riverside. It sppesrs that for approximately the
past year Riverside may have been operating a water system (those
properties acquired from Belvecere and from Cenatiempo, in addition

to its own plant additions in the form of interconnections) of the

kind and character as defined in Section 241 of the Public Utilitles
Code, and therefore may have becoms subject to the provisions of
Section 2701 of said Code.

The staff report Indicstes that for 1956 there will be
approximately 4O existing consumers, and 350 new consumers in the
Sun Gold subdivision using water for an average of three months,
with total domestic revenue for 1956 estimated at $12,000 at
applicant's proposed rates.

Applicant plans to supplement its source of water supply
from the Lemona Heights well by the purchase of water from Riverside
on a stock equivalent basis in accordance with the terms of the
proposed contract, Exhibit "I" hereinbefore referred to. This
water will be supplied by Riverside to applicant from the formexr's
Cunningham well located sbout 2-1/2 miles northwest of the proposed
cortificated ares and outside the so-called proposed dedicated
water area and within the Riverside city limits. According to the

evidence, the presently installed pumping plant capacity of sald
well, to be made avallable to applicant, is In excess of 3,000

gallons per minute. From this well applicant proposes to run a
16-inch transmission main easterly, southerly, and easterly to the

Lenona Heights well. Applicant proposes to install li-, 10-, and
8-inch mains from the Lemona Heights well location easterly and
upward into the Blaine Street and Canyon reservoirs. The difference

between the elevatlon of the Cunmingham well end the Canyon reservolr
is spproximately 700 feet. Applicant further proposes to install
a l-inekh transmission mein southerly on Canyon Crest Drive from
Linden Street 0 serve the proposed Sun Gold subdivision in the

~7-
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La Colina Tract. The locations of these proposed installations are

shown on the map, Exhidbit No. 1. Riverside proposes to furaish

an emergency or standby source of water supply to applicant from
the former's First Street well which is located about one-half mile
southwest of the Cunningham well. The production capacity of said
First Street well is also in the neighborhood of 3,000 gallons per
minute. The use of this well 1s provided for in the contrsct,
Exhidbit "I", but its use would require the installation by applicant

ol a transmlssion main therefrom to its 1lb-inch transmission main

hereinbefore referred to.

Proposed Contract with Riverside (Exhibit "I")

Highlanders' proposed contract for the purchase of water
from Riverside, Exhidbit "I" attached to the Third Amendment to the
epplication, provides that: Riverside shall sell and deliver to
Highlanders amounts of water not to exceed 100 miner's 1nchas? of
constant flow; the consideration for the execution and delivery of
the contract is $70,000, represented dy $55,000 cash, plus 1,500
shares of Highlanders' capital stock at par value of $10 per share,
pald and issued to Riverside; the quantity price per inch-day of
water delivered to Highlanders will be the rate per Inch-day as
determined by Riverside's Board of Directors to be in effect during
each month and at the rate fixed by Riverside applicable to all of

its stockholders and consumers of water; the annual consideration

7 All references to "miner's inches" herein relaste to Southern

California miner's inches, i.8., 1/50th of 1 cubilc foot per
second.
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for the water includes an amount equal to the uniform stock assess~

ment applicable to Riverside stockholders generally on 1,200 shares

of Riverside stock; no Riverside stock will be transferred to or
vested in Highlanders in c¢onnection with the contract.

Also, under the proposed contract, Highlanders would have
the privilege of having its "ineh rights" transmitted into shares
of Riverside stock at the rate of 12 shares for each inch of water,
subject to the approval of the Corporation Commission of the State
of California, upon the happening of any of the following events:

(a) Condemnation of all or substantlally all of Riverside's
Properties through eminent domain proceedinés.

(b) 1In the event Riverside is adjudicated a bankrupt.

(¢) In the event Riverside sslls or transfers all or sub-
stantially all of 4its assets to another company.

Riverside agrees to make available the 100 miner's inches
of water from its Cunningham well and from the emergency or stand-
by source known as the First Street well.

Riverside also agrees to mske available to Highlanders
the right to receive an additienal 200 miner's inches of water, if
and when available, extending to Highlanders the right of first
refusal of such watei. The consideration therefor will be on
substantially the same conditions and terms &s the right to

recelve the first 100 inches, except that Riverside will accept




the consideration of $700 per inch in terms of unsecured Promissory
notes of Highlanders due on or before ten years from the date of
issuance, and beering interest at five percent per annum.

The quantity delivery rate for Riverside's water has been
15 cents and 18 cents within the last five years, and 1s now 21
cents per miner's inch day. The annual assessment on Riverside's
stock was $6.00 per share in 195).

Proposed Financing

Applicant, in its Third Amendment to the application,
proposes to issue the following securities:
(&) 12,700 shares of 1ts capital stock to Sun Gold, Inc.,
for cesh, in the amouat of $127,000; and
(®) Unsecured, five percent, l0-year promissory notes to

Sun Gold, Inc., for cash, in the amount of $123,000.

These two securlity lssueswill produce a total of $250,000

in cash.

The proceeds of these two issues are proposed to be used
a8 follows:
(1) Initisl payment of the 100~inch contract $55,000
(2) Monies required for construction of Cunningham
well and Canyon Crest lines, and other construction, materials
and materisl costs, as set forth in applicanxfs pro forma
statement for the years from 1955 through 1962 covering
the water system installations for the two Sun Gold sube
divisions with 2,076 ultimate consumers (Exhidbit No. 5) $185,000

(3) Vorking capital $ 10,000
& 20,000

Total $250,000
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(e) 12,700 shares of capital stock in the anount of $127,000
to Riverside Water Company in oxchange for all of the assets being
transferred and conveyed to applicant by Riverside as set out in
Exhidbit "C" attached to the originsl application, plus 15/70's of
the original cost of the right to receive water from Riverside under
the contract, Exhibit “I".

(d) TUpon supplemental applicatlion, further unsecursd five
percent 1lO-year promissory notes totaling $1L0,000 in favor of
Riverside in exchange for water contracts with Riverside covering
the right to receive the supplementary 200 inches.

Rates
Exhidbit "G" attached to the epplication sets forth appli-

cant's proposed rates for general metered service as follows:

Per Meoter
Quantity Rates: Per Month

First 1,000 cu. ££. or 1653 seseccanens  $3.00
Next [,000 cu. ft., per 100 cue ft. .. .25
Next 5,000 cue ft., per 100 cue ft. o. »10
Over 10,000 cu. ft., per 100 cu. Tt. .. .15

Minimum Charge:

;or S/8 % 3/L-Inch moter eeevecenecvee. $ 8.00

or l-inCh meter ®s s acssvesveaca .00
For 1%~1nch 2OLET wveesececanns.. 8450
FOI‘ B-inChmeter Sesnscsvsencscre llﬂoo

gnder the proposed raigy 1€ (1APEE o weber usage of
1,500 cubic feot would be $L.25 per month.

Ovher Zvidence of Reeord

Applicant's consulting engineering witness, who is also

Riverside's general manager, submitted maps of the proposed service

areas, and existing and proposed water system installations by
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Exhidits Nos. 1, 7, 13 and 1. Exhibit No. L. shows the proposed
cortificated area in shaded green and the proposed dedicated water
area boundaries by a purple outline, the location of the sources

of water supply, reservoirs, and sizes of transmission mains. This
witness also submitted as Exhibit No. 3, a detailed report on
Highlanders' water system, describing the area to be served, the
water supply, the water requirements, the quant ity of water, the
water system design of the water production facilities, the
distribution and transmission systen, the reservoirs, and =
valuatlion of the Highlanders Water Company's water system. This
report contained the general statement that the plpe line diameters,
reservoir capacity, and water production facilities of Highlanders
would be more than adequate during the early years of operation of
the company, particularly inasmuch as applicant has the right to
purchase water when required from Riverside. His appraisal of the
value of the Highlanders' system included in said report was
$118,465.22, plus fifteen percent for engineering and legal expense
in the formation of Highlanders of $17,769.78, resulting in a total
value of $136,235, detailed as follows: new construction $27,309,

Lerona Heights $21,27h.22,8 Cenatiempo system $63,199, and
Belvedere $5,483.

8 Includes 7 shares of East Riverside Water Company stock at
8275 per sharo.
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Exhibit No. 4 is a water supply report for Highlanders
submitved by the witness. This report chows that
Riverside's sowrces of water supply comprise 30 pumping stations
and 25 artesian wells. According to this exhibit and supporting

and supplementary testimony, applicant could expect to receive

715,760 gellons per day from the Lemona Eeights well. This,

together with the usage of the Canyon and Lower reservoirs, would
accomplish an estimated peak flow of 800 gallons per minute.

It was the witness' opinion that the Riverside Basin in
which Riverside's Cumningham well 1s located is not overdrawn.
The entitlement to Highlanders of 100 inches or 900 gallons per
ninute from Riverside, plus the Lomona Heights well availability,
would provide, initially, im excess of 1,700 gellons per minute
of total water supply. The witness concluded that the various
water supplies to be acquired by Highlanders are entirely adequato,
and that the water basin from which these supplies are to be
drawn is one of the best basins in Southern California.

Exhibit No. 5 is a projection by the witness of applicant's
capital, income, and exponse for the years 1955 through 1962.

Exhibits Nos. 11 and 1l1-A are chemical and bacteriological
analyses of water taken from the Cunningham well on October 17,
1955. They show, among other things, total hardness of 36l parts
por mlllion and some coliform bacteria. BExhibits Nos. 12 and 12-4
are bacteriological and chemical analyces of water taken from the
Lemora plent. They show some coliform bacteris and total hardness
of 248 parts per million. These eoxhibits show that it will be
'necessary to chlorinate the water from both wells in order to meet
Health Department requirements for domestic service. While the
water from the Cunningham well mey be harder than usually acceptable

for domestic wse, such hardness rmay be reduced when blended with
the Lemona Heights well water.

~13w




Congiderable evidence was introduced with respect to
projected rate bases, including and excluding the value of the
water contract in amounts of $70,000 (100 inckes), $1L0,000
(200 inches) and $210,000 (300 inches) over the period 1955
through 1962, and projected operating revenues and expenses.

The staff, in its Exhibit No. 15, estimated the cost to

Riverside of supplying water from the Cumningham wellf9 for the yesar

1962 would be $5,590, and also estimated that applicant's cost for

this same water would be $30,306, under the proposed contract,
Exhibit "IV,

Applicant included a total payroll expense for the year
1962 of $32,324, and outside professional service expemse of ©5,300,
all of which was proposed to be charged to operating expense.
The staff witness estimated that of the $32,32l payroll expense,
$10,000 thereof should be capitalized, and that $1,500 would be
a reasoneble amount for outside services for the year.

Protests of Property Owners to Proposed
Certil-aates Aroa BounLcaries

Many property owners protested applicant's proposed
certificated area boundaries which include the Belvedere Springs
and Sun Gold properties only. They indicated that their properties
would be without available watér service 1f the certificated ares
was so limited. The record shows tha%t, althoush there src meny
private wells within the proposed dedicated water area, their use
for domestic purposes outside of their roespective service properties

zmight be contested before the courts in subsequent water rights
litigation.

9 Evidence was presented that the Cunningham well was not

available for purchase by applicant. No evidence as to its
purchase price was presented.

-1h-
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Considerable evidence was introduced regarding the avail-
abllity of Metropolitan Water District water teo the area and the
record shows that although the Western Municlpal Water District of
Riverside County has been incorporated as a political subdivision
to include the cities of Riverside, Corona, Elsinore and surrounding
lends as members of the Metropolitan Water District, the cost of
bullding transmission facilities and importing water was estimated
Yo be In excess of $5,000,000. Such costs would necessitate the

issuance of district bonds for which no suthorization election has
88 yet been noticed.

Conelusion

It is evident, and the Commission so finds, that public

convenlence and necessity require that Highlanders Water Company,

8 corporation, be granted a certificate of public cqnvenience and
necessity to construct and operate g public utility water system

in unlncorporsated territory east of the easterly limits of the City
of Riverside comprising some 256 acres in the vicinity of Belvederse
Heights and shown on Map No. 1 attached to the original application
Tiled on June 23, 1955. The applicant may request additionsl area
a5 additional sources of water supply are obtained on & reasonadlo
basise A certificate will be granted subjoct to applicant acquiring
adecuate standhy water supply.

' The sources of water supply to serve the area requested
to be certificated are *hose made avallable by ownership of stock
in the Lemona Heights Mutual Water Company and the water contract
offered by the Riverside Water Company. Since Riverside will sell
water to Highlanders only under the conditions specified in the

contract, which is not Yeing approved by the Commission, it is

~15-
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concluded the only source of water for Highlanders st thilis time

is from the Lemona well. This limited supply 1s capable of

providing water service for the 256 scres only, &8s requested in
the origiral spplication, and in itself is not adequate unless

supplemented with additional standby sources.

The contract price of $700 per miner's inch for obtaining
the right to water from Riverside is not supported in the record,lo
and applicant should reguest Riverside to make revenue, sxpense
and rate base analyses of its properties to substantiate a reasonablo
charge therefor. Pending further action by the Commission no

determination of the reasconableness of such price will be made.
Neither will the Commission approve the contract Exhibit "I", noxr
will it suthorize the Issuance of stock covering the purchase price

therein specified. The issuance of stoock authorized hereinalter

will cover only the cost of the purchase and acquisition of water
system properties from Riverside outlined hereinbefore in the sum
of $94,799, plus an smount of $5,000 as reasonsble organization

expenditures and $3,201 as working capltal, or a total of $103,000.

Among other things the record shows that Riverside carries its
water rights on its books at a value of $1.00. The record also
shows that Riverside has four contreacts with other mutual
companies with stock equivalent provisions of slx shares to one,
and with California Electric Power Company, & public utility
electric corporation under the jurisdiction of the Commission,
with & stock equivalent of ten shares to one. As noted herein-
before, applicant's stock equivalent would be twelve shares to
one. 3Such stock equivalents alffect not only the purchase price
of the right %to receive water, but also the totel ammual stock
asgessment applicadle thereto. Such annual stock assessment

in turn affects the gross annual cost of the water purchased.
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By supplemental application Highlanders may seek authority
o 13sus additional shares of stock or notes in ressonable amounts
necossary to acquire additional sources of water supply or to meet

additional requirements of its water systen.

In granting tho certificate of public convenience and
necessity hereln it 1s not to be understood that this Commission
1s approving the rate for water proposed to be purchased from
Riverside nor the salaries proposed %o be pgid.

The staff Exhiblt No. 15-A showed & rate of return in the
fifth and seventh years of 1lL.6%. The difference in the rate base,
and consequently the rate of return, of applicant and staff is due
basically to applicant's capitalization of the proposed watoer
contract to be denfed in the order which follows. It is evident
that applicant's proposed rates will be excessive, and the order

l will authorize appropriate rates.

Since it appears that Riverside's operations may be such
a8s to constitute it a "water corporation® as defined by Sections 241
and 2701 of the Public Utilities Code, the Commission will give
censlderation to instituting on its own motion an investigation
into the status, operations, practices, contracts, rules, charges

and service of Riverside Water Company, a corporation.

The certificate of publie convenience and necessity
granted hereinafter is swbject to the following provision of law:

That the Commission shall have no power to
authorize the capitalization of this certificate
of public convenience and necessity or the

right to own, operate, or enjoy such certificate
of public convenience and necessity in excess

of the amount (exclusive of any tax or annual
charge) actually paid to the State as the con-
sideration for the 4ssuance of such certificato
of public convenience and necessity or right.
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Application as smended as above entitled having been

f1led, public hearings having been held, the matter having heen

submitted and now being ready for decision,

l.

IT IS HEREBY ORDERED 83 follows:

That Highlanders Water Company, a corporation,
be and 1t hereby 4is granted a certificate of
pudblic convenience and necessity to comstruct
and operate a public utility water system in
the area cross-hatched on Map No. 1 attached

to the originel application filed June 23, 1955,
subject to the following condition:

That applicant shall, within ninety days
after the effective date of this order,
acquire additional sources of water supply
to provide standby water in an amount not
less than 600 gallons per minute on a
reasonable basliz, and within five days
thereafter shall notify this Commilssion
In writing of sald acquisition.

IT IS HEREBY FURTHER ORDERED as follows:

That applicant shall not make extensions into
territory lying outside of the boundaries of the
areas herein being certificated without authority
first having been obtained from this Commission.

That applicant be, and it is, authorized to file
after the effective date of this order the rates

set forth in Appendix A sttached to this order to be
effective on or before the date service is first
rendered to the public, together with rules and
tariff service area map scceptable to this Cormission
and in accordance with the requirements of Ceneral
Order No. 96. Such rates, rules and tariff service
ares map shall become effective upon five days'
notice to the Commission and to the pudblic after
filing as hereinsbove provided.

Thet applicant snall file, within forty days after
the system 13 placed 4in operation under the rates and
rules authorized herein, four coples of a compre-
hensive map drawn to sn indicated scale not smsller
than 300 feet to the inch, delineating by appropriate
markiggs the varlous tracts of land and territory
served; the principal water pro v ST
ﬂ]ﬁf?qg ¥‘ v f*‘i“&ﬁlﬂn) SBBngg ﬁﬂ&
10ution facmlities: and the loecation of variocus
properties of epplicant.
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That spplicant shall base the accruals to depreciation
wpon spreading the original cost of the plant, less
estimated net salvage and depreciation reserve, over
the estimated remaining life of the property; appli-
cant shall review the acerusls when major changes in
Plant composition occur and for each plant account at
intervals of not wore than five yesrs. Results of
these. reviews shall be submitted to the Commission.

Thet applicant shall set up on its books the plany
accounts and reserve requirements as of June 30, 1955,
of the properties of Belvedere Springs Mutual Water
Company, Cenatiempo Water System and the smount for
149 shares of Lemona Holights Mutual Water Company
stock substantially as indicated as being adopted

in the opinion hereinadbove. Within sixty days after
the effective date of this order applicant shall
submit to this Commission in writing a copy of the

Journal entries showing the acquisition of the
above—mentioned Properties.

That epplicant's request for approval of the water
purchase contract with Riverside, Exhibit "I
attached to the Third Amendment to the application,
be and is denled without prejudice.

That applicant be and 4t %4s authorized to issue 10,300
Shares of stock In the amount of $103,000 (par value)
to Riverside Water Company for conveyance of the

water systems referred to, for the payment of
organization expenses and for cash. The Commission

13 of the opinion that the money, property or labor

to be procured or paid for by the issuance of such
Stock, 1s reasonably required by applicant for the
Purposes hereln stated and that such purposes are

Dot reasonably chargeable to operating expenses
or to income.

That applicant shall file with the Commission a
report or reports as required by the Commission's
Genersl Order No. 2JA, which order, insofar as
applicable, is made a part of this order.

That the authorities herein granted will lapse Iif

not exercised within ninety days from the effective
date hereof.
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IT 1S EEREBY FURTHER ORDERED that the application of

Highlanders Water Company as amended, except as specifically herein

granted, be and it is denied without prejudice'.

The eoffective date of this order shall be twenty days
after the date hereof.

Dated at San Trancisco » California, this é é-(/day

of ﬁu/ucx/ , 1956/ w
e M@X/ﬂ )

\ Preésident
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Schedule No, 1
GENERAL, METERED SERVICE

APPLICABILYTY

Applicable to all metered water service.

TERRITORY
In unincorporated territory egpgs of Riverside, Riverside County.

Per Meter
per Momth

Quantity Rates: ‘

FIrst 1,000 cU.ft. OF 1655 eevvennvonecnvennenens
Next 4,000 cu.ft., per 200 cu.ft csscestannae
Next 5,000 cUaftu, Por 100 CU.ftrnn s vovnncrnsan.
Over 10,000 CU.Lbe, por 200 CUeftieevernnncnencnns

Minimum Charge:

FOr 5/8 X 3/L=inCh MELEr veveveeeeenoennnnnnsenan.
For 1=4nCh MELEr 4.veeceaninsnnnnsecnnnnann
For 1-1/2~IDCN DBLOY vriee vennsncenaneenenncas
For 2=inch meter ,i...ececeeneninnn. cresnan
The Minimum Charge will entitle the customer
o the quantity of water which that minimum
charge will purchase at the Quantity Rates.




