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Decision No. 53502 

BEFORE THE PUBLIC t~ItITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application ) 
of LUCERNE VISTA WATER CO. for ) 
a'l!-;'horization to receive certif- ) 
icate of convenience and ) 
necessity and for order author- ) 
izing issue of stock. ) 

Application No. 37391 

Lehman and Van Buskirk by Wayne L. Van Buskirk, 
for applicant; 

Willia.m Stav,"l, for O. Jacobs; Qt~."lal P. Wells, 
interested parties; 

Charles W. Drake, for the Commission staff. 

Lucerne Vista W~to~ Co., hereinafter referred to ~s appli­

cant, is a California corporation formed on March 1, 19,5, for tho 

purpose, among others, of furnj.shing domestic watel·. By the ~pplico.­

tion herein, filed on Octooer 10, 19~~, us amended oy an amendment 

filed on March 28, 19,6, applicant seeks (1) a certificate of public 

convenience and necessity to construct and operate a public utility 

water system in ~ 220 M acrc plot of land described as the Et of 

Sec. 13, T.4 N., R. 1 W., S.B.B. & M., omitting therefrom tho Et of 

the NE-i of the NEt and also omitting the st of the SEt (Sc€ Exhibit 

No.2); (2) to establish ratcs~ and (3) to issue stock. 

Public hQarings on the ~pp11c~tion were held in Los Angelos 

on April 20, 19,6, and June 15, 1956, before Commissioner R~y E. 

Untoroincr and Ex~mincr Kent C. Rogers. Prior to the first hearing, 

notice thereof was published as required by this Commission. There 

were no protests. The representative of 0. proposed water company 

which intends to serve north of Old Woman S~rings Road, the northern 

boundary of applicant's proposed service area, attempted to secure a 
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stipulation limiting applicant r z service ,':'\r~1.:1 tf"l tcr.r:J.tolT ~outb. of 

s~id road, or ~ stipul~tion that applicant will not protest the filing 

of an application by za1d propos~d woter comp~ny for authority to 

serve north of said ro~d. No agrocmcnt was entered into relative to 

said roqu€lsts. 

Applicant filed its articles of 1ncorpor~tion with the 

Sccrct~ry of State of California on March 1, 1955. Its first dirQ6-

tors were stated to be George C. Portner, Wayne L. Van Buskirk, 

M. Lewis Lehman, Willis O. Prouty and Goorgiana Iverson. Its present 

officers are M. Lewis Lehman, preSident; Willis O. Prouty, vice 

preSident; and Wayne L. Van Buskirk, secretary_ By its articles of 

incorpor~tion applicant is ~uthorizod to issue 20,000 shares of stock 

of the par value of $10 PCI' share, and of the aggregate par value of 

$200,000. 

Proposed Service Aren 

The proposed service area will comprise 220 ~crcs in San 

Bornardino County.' State Highwo.y 18, the highway thro1.1gh Lucerne 

Valley, passes through the southwest corner of the tract. The 0.:-13.:1-

slopes upward toward the southwest and there i~ a difference in e1cv~­

tion between the highest and lowest pOints of about 60 feet. The soil 

is ~nndy but not loose, ~nd the applicant's witn0ss forecast a high 

w~tcr usage if the landowners plant lawns or trees. Meters w1ll be 

installed to induce wo.ter conserv~tion. The entire service area is 

owned by four developers, George C. Fortner, M. Lewis Lehman, 

\,1i111s o. Prouty and W::lyne L. Van Buskirk. They ha.VE: filed a subdi­

,vision map of Tro.ct No. 4?3) comprising the NW~ of the SEt of Sec. 13, 
1 

and h~ve been au~hor1zec to sell homesites therein. This tract 

1 Although the record is not clear, it appears that the four named 
individuals havQ formed a zcparate corpora.tion which is the owner 
of that portion of the proposed service area known as Tract 
No. 4?35'. 
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2 
contains 40 acres subdivided into 68 lots. When the proposed s~rv-

ice area is completoly subdivided and improved thore will be a total 

of 200 homes. At the time of the fin~l he~r1ng herein two homes 

were in the course of construction in Tract No. 473" and a water 

system had been installed by the subdivider. This system, which 

includes two wells, is to be transferred to the applicant 1n ex~nngc 

for the issuance of shares of stock to the landowners (or stock­

holde~s in the landowning corpor~tion) in the following ~ounts: 

George C. Fortner 
M. Lewis Lehman 
Willis o. Prouty 
Way'ne L. Van Buskirk 

Description of the Water System 

900 sharos 
900 shnres 
600 shares 
600 sh.lres 

There are two wells in the proposed service area ~nd space 

for a third is being r~s~rvod. 

Wall No. 1 is on Lot No. 1 in the extreme northeast corner 

of Tract No. 473,. It is equipped with a l5-horsepower electric 
3 

motor and n turbine pump. This well has been tested at 150 gallons 

per minute (Exhibit G on the application). There is 0. 2,000-gallon 

r~dropneurnatic tank at this well site. 

Well No. 2 is loc~ted in the northeast corner of the pro­

posed service ~rea ~nd ~pproximately 1,900 fect from Well No. l. It 

is equipped with an 80-horsepower propnn€ or but~ne gas engine but 

no pump at the prescnt t1oe. A pump will be purchnsed by the appli­

cant as soon ~s required. There is a 10,000-gallon hydropneumst1c 

t~~~ at this well site. The well has been tested at 300 gallons pe~ 

~~~ute (Exhibit H on the application). 

2 Soe EXhlb1t B on the applicati0n. 

3 Shortly prior to the last day of hearing the pump was on Well 
No. 2 and there was no motor at Well No.1. The pump wos designed 
for Well No.1. 
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Applicant's witness testified that the maximum hourly con­

sumption in Tract No. 4735 is estimated to be 2.5 gallons per minute 

per consumer. 

The Sa.n Bernardino County Heal th :Oepa.rtmen·~ hD.S found water 

from Well No. 2 fit for human consumption but has not tested the water 

in Well No. l. 

There is a 6-inch, l2-g~uge, double-dipp~d welded steel pipe 

from Well No. 2 to Well No.1. A system of 6- and 4-inch double-dipped 

welded steel pipe mains extends from Well No. 1 to pOints in Tract 

No. 4735. The mains are installed on the rear of the lots and the 
4 

applicant has been gronted casements therefor. All services arc to 

be metered. Eight fire hydr~nts have been installed. 

From a review of the record it appears th~t the water suppl~, 

storage and distribution facilities are adequate for the initial oper­

ation. It docs not appear th~t Well No. 1 has tho capac1ty to supply 

an adequate amount of water for Tract No •. 4735 woeo co~pletel~ 

developed and occupied. The staff recommended that the applicant, if 

granted a certif1cate, bE~ required to install a pump in Well No. 2 as 

$oon as possible. 

RD.te~~ 

Applicant proposes that all services shall be metered and 

that the following roteo be ~uthorized. 

Monthly Quantity Rates for Residential C:onsumers: 

First 
Next 
Next 
Over 

700 cu. ft. or less 
1,300 cu.ft., per 100 cu.:f't. 
3,000 cu.ft., per 100 cu.ft. 
5,000 cu.ft., per 100 cu.ft. 

The applicant and the staff each prepared an estimo.te 01' the 

results of operation at the end of three years at ·the proposed rates. 

Each estimate was based on ,0 consumers at that time and assumed that 

none of the pipe was installed pursuant to the main extension rule. 

4 Exhibits Nos. 4 and 4a. 
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Th~ applicant used two bases: (1) an averago water usage of 1,310 

cubic teet per month por consumer, re~ult1ng in nn annual cost to each 

cons~er of $5;; and (2) an ave~age usc per consumer of 1,;20 cubic 

feet per month, rosulting in an average annual cost to each consumer 

e·r $62.,0. These assumptions were based, the applicant's witness 

said, on his expert knowledge ~nd on ~ eomp~rison or w~tor usage and 

rates in Bloo~inston. The staff's estimate used an average monthly 

consumption of 1,600 cubic feet per consumer, resulting in c cost of 

$64 .. 10 per cons,;,mcr per yoar. The staff' s witness based his wa'cer 

usage assuoption on the water usage in the Victorville systems of the 

Pnc·ific 1,I-/nter Company, and his estimatod rosul ts of operation used the 

costs developed by the applicant in its report (Exhibit No.3), with 

certain exceptions. 

The Fa~ecast of Results af OEcration 
rn-I9;9 as Dev~lop9d by the Applicant 

Revenues 

Expenses 
$1,150 Pumping 

Distribution 18C 
Customer Acctg Exp. 480 
Gen. and Adoin. 450 
Depreciation 990 
Taxes 410 

Total Expcn:es 

Net Income 

At $5'5 
12C t Xo·').t 

$2,750 

3,660 

$ (910) 

(R€ld Figure) 

At $62.50 
,Dl!)r YE'ar 

$3 ~125 

$1,1;0 
180 
480 
450 
990 

~Q. 
3,660 

$ (535') 

The applicant's estimated rate b~se in tho third year of 

opc~~tio~ (from page 7 of Exhibit No.3), with no nllow~nce for 

materi~ls ~nd supplies or working cash, and assuming the plant is 

co~plete, is $29,887. 

If the service area dove1opment is financed by stock issues 

tho ~pp11cant estimates that when fully developed in 1961 with 
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200 customer~, if tho ~verage annu~l rev~nue per consumer is $5; the 

rate of return will be 3.2 per cent, ~nd if the average annual revenue 

per consumer is $62.~0 the rate of return will be ~.7 per cent. If 

the servico area is developed by customers' advances the applicant 

estimates that the rate of return will be 5.6 and 8.2 per cent, 
; 

respectively. 

The staff utility plant value differed from the applicant's 

in several respects. The staff placod a value of $;36 on the well 

site properties, whereas the applicant valued these properties at 

$2,900. The staff's estim~te was based on the original cost of the 

land plus the cost of the work done in improving the property. The 

applicant took the asking price ($1,4;0) of th~ lot in Tract No. 4735 

on which the well is located and used the same value for the land at 

Well No.2. The staff's method is the proper method. In addition tho 

staff fixed the cost of the transmission mains at $400 less than the 

applicant. The stafr ~dded $100. to the ,rate base for materials and 

supp11es and $370 as a work1ng cash allowance. It estimated 

applicantrs rate base, less depreciation, in tno third year ot opera­

t10n ~t $27,687. 

The 0sti~ated expenses as developed by the statf were also 

at variance with tnose developod by tne applicant. The staft estimated 

?ower nnd pumping expenses ~t·$920 per ye~r and tr~nsm1$$1on and dis­

tribution expense ~t $80 per year. The applicant estimated these 

ch~rges at $1,150 and $180 per year, respect1vely. 

5 See EXhibit No. 5. 
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The Estimated Results Of Qp~rqt1on in 
the Third Year as Developed by the Stnff 

Operating Revonues 

Operating Expenses 
Pumping 
Distribution 
Custooers Acctg Expenses 
Gen. and Admin. 
Depreciation 
Taxes 

Total Expenses 

Not Income 

De~reciatcd Rate Base 

Rate of Return 

(Red Figure) 

$27,687 
.. % 

3,244-

$ (39) 

Tho staff h~s recornoended that tho applicant be required to 

o~t~blish rates whieh would onnblo it to carn a just and r¢asonablc 

rate of return. 

At the request of the presiding Commissioner the applicant 
6 

prepared an exhibit setting forth rates necessary to enable it to 

realize returns of 6, 7 and 8 per cent, using the estim~tcd expenses 

and rate b~se in the year 19,9 as developed by the Commission staff 

(Exhibit No.6). 

However, the rate sehedules developed by applieant in said 

exh1 bi t were found to produce revenues insufficient to re~11z'e the 

percentage rates of return indicated. In order to realize a return 

of 6 per cent in 1959 it will be necessary for the applicant to estab­

lish the following rates: 

First 
Next 
Next 
Over 

,00 cu.tt. or less 
1,500 cu.ft., per 100 cu.ft. 
3,000 cu.ft., per 100 cu.ft. 
5,000 cu.tt., per 100 cu.ft. 

We have reviewed the record hGrc1n and arc of the op1n1on 

thot to permit applicant to establish the rates it has proposed will 

6 Exhibit No. 7 
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jeo~ard1zc its existence ~nd ~ill cause it to expond money for tho 

prep~r~tion and presentation of an ~pplication for authorit1 to 

increase its rates. On the other hand, a 6 per cent r~tc of return 

is not OXQQssivc. Upon the cvidonc~ of record horein we arc of the 

opinion a~d find that tho rates set forth in Appendix A heroin, Which 

will result in a rate of return of G per ccnt,arc just and reasonable 

and their establishment will be required. 

Finnn<t'1:.tlS. 

Applic~nt requests outho~ity to issuo 900 shares of stock 

to George C. Fortner, 900 shares to M. Lewis Lehman, 600 shares to 

1,1111115 O. Prouty, ~nd 600 shares to W~Y'ne t. Van Euskirk, to cover thG 

costs of the system in Tract No. 473;, the costs of completins that 

system, proporty for ~ third well, nnd working cash, the total of 

which applicant has estimated to be $36,862. 

Conclusion 

After consideration of the record herein tho Commission is 

of the opinio~ and finds that public convenience and necessity require 

the granting of the certific~te as rcquc~ted. This certificate is 

subject to the following provision of l~w: 

ThG Commission shall have no power to authorize 
the capitalization of this certificate of public 
convenience and nGc~ssity or the right to own, 
operate, or enjoy such certific~te of public 
convenience and necessity in excess of the amount 
(exclusi ve of any tax or annual chs,rgc) ~ctually 
paid to t!:lc S'catc o.s the considcl'ation for the 
issuance of such certif~cate of public convenience 
and necessity or right. 

The a~tion taken herein shall not be cor.strued to be a find­

ing of the value of the property herein described. 

The Commission is also of tho opinion that tho rates shown 

in Appendix A which will yield a return of 6 per cent are just and 

roasonable; that the money, property or labor to be procured or paid 

for by the issue of stock is reasonably required for tho purpose set 
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forth herein and that such pur?oses are not in whole or in part 

reasonably chargeable to operating expenses or to income. 

o R D E R - - - --
Application having been filed, public hearing having been 

held thereon, and the Cocmission having made the foregoing findings 

and based upon said finding's, 

IT IS HEREBY ORDERED: 

1. Th~t Lucerne Vista Water Co., a corpor~tion, bo and it 

hereby i $ granted a ce:'tificate of public convenience and necess1 ty 

to construct and operate a public utility water system in the area 

d~scribed hereinabove. 

2. That applicant be, and it is authorized to file after the 

effective date of this order the rates set forth in Appendix ~ 

attached to this order to be effective on or before the date service 

is first rendered to the public, to~ether with rules and tariff serv­

ice area map acceptable to this Commission and in acco:,dance with the 

requirements of General Order No. 96. Such rates, rules, and tariff 

service nrea cap shall become effective on five days' notice to tho 

Commission and to the public after filing as hereinabove provided. 

3. That applicant shall procure from San Bernardino County' 

Health Department a statecent showing that the water f~om Well No. 1 

hes been approved for h~an consumption. This statement shall be 

'filed with the Commission not more than ten days after the effective 

d8tc of th1s order.' 

4. Thnt before the time when 4, homes are occup1ed in Tract 

No. 4735, the ~pplicant shall install pumping equipment on Well No~ 2 

which will permit delive~y of water from this source into the systom 

serving the tract and shall notify the CommiSSion in writing not more 

than thirty days after completion of such installat1on. 

-9-



A-37391 NB 4It 

5. That the applicant sh~ll rile within forty d~ys after the 

system is placed in oporation as here1n authorized, four copies of a 

co~prehensive map, drawn to nn indicated scale not sm~ller thnn 600 

feot to the inch, delineating by appropriate markings the v~rious 

tr~cts of land and territory servc~, the princip~l water production 

storage nnd distribution facilitiez, and the location of the various 

properties of the applicant. 

6. Thnt beginning with tho year 1956, applicant shall determine 

the depreciation expense by multi~ly1ne the dcprec1~ble fixed capital 

by a rate of 3.35 pcr cent. This rate shall be used until review 

indicates that it should bo revised. Applicant shall review the 

depreciation rate using the :traight-line remaining life ~cthod whGn­

ever substantial changos in depreciable fixod capital occur and at 

intervals of nat more than five years, and revise the above rate in 

confaroancc w1th such reviews. Results or such reviews shall be 

submitted to the Commission. 

7. That after the effective date hereof and on or before 

December 31, 19,6, applicant may issue 900 shares of its $10 p~r value 

cn?ital stack to George C. Fortner, 900 shares of its $10 par value 

capital stock to M. Lew1s Lehman, 600 shares of its $10 par value 

cap1tal stock to Willis O. Prouty, and 600 sharos of its $10 par value 

c~pital stock to Wayne L. Van Buskirk, for the purpose indicated in 

the foregoing opinion. 

8. That applicant shall file with this Coomission monthly 

reports, as required by General Order No. 24-A, wh1ch order, in so 

far as applicable, is he~cby made a part of this order. 
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9. That the authority herein granted shall expire it not 

exercised within one year from the date hereof. 

The effective date of this order shall be twenty days after 

the date hereof. 

D~tod at ---:=;l---------
3/~d~Y of _....,..,.~~~ 

Commissioners 

COm.m!ss1one%' •..••. qE.~1P.P •• l.,_Cl"ACmm:., bo1rJg 
nocess~%'11y ~bsont. did not ~rt1c1pate 
in tho d1s~oG1t1on of this ~rocoad1ng. 
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APPENDIX A 

SOhedule No. ,1 . 

APPLICABn.m . 

Applicable to all metered water semce. 

'1'EERlTORY 

'l':be unincorporated ar&a approx1mately one mile southeast of the. CClm­
munit,. or Lucerne Valley, Se.n Bernardino County. 

Quantity Rates: 
Per Meter 
Per Month 

First 500 cu.ft. or less .•••••••••••••••• 
Next 1 .. 500 ouSt., per 100 eu.ft.. • ••••••• 
Next 3,000 eu.ft., per 100 eu.ft. • ••••••• 
~~er ;,000 eu.ft., per 100 cu.f"t. • ......... . 

Minimum Charge: 

For sis x 3/4-1neh meter .................... 
The M1n1mum Charge will entitle the euotomer 
to the quantity or water which that min±mum 
charge w1ll p1J1"eha.se at the Qu.anti ty Rates. 

$,.50-
.55 
.4S 
.35 ~. 


