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OPINION

Barth, Inc¢., hereinafter referrod to as applicant, 2is '
a California corporation formed on Januery 11, 1547, for.the NUTPO SO,
emong others, of furnishing domestic water and developing
subdivisions. By the application herein, filed on October 17, 1956,
applicant seeks (1) a certificate of public convenlence and
necedsity to construct and operate a pudblic utllity water system In
territory descridved as follows:

The Northeast %, Section 1, Township 7 North,

lJange 10 'lest, SBB&M, and the South % of

Section 31, Towaship 8 North, Range 9 West,

SBB&M, Los Angeles County, California;
(2) to establish rates; and (3) to issue stock.

A public hearing on the application was held in
Los Angeles on June 1, 1957, before Examiner Kent C. Rogers,
the matter is ready for decislon. Prior to the first day of
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hearing, no%ice thereof was published and mailed to consumers as
required by this Commission. There were no »rotests.

General Information

Applicant filed its articles of incorporation with the
Secrotary of the State of California on January 11, 1947. Its
first directors and its »resent directors were and are John 3arth,
Freda Barth and Sophle Barth. The present officers of the
corporation are John Barth, ’rosldent, Freda Bartq, Secrotary-
Treasurer, and Sophie 3arth, Vice President. By its articles of
lacorperation it is authorized to issue 50,000 shares of stock
having a par value of $10 per share.

History of the Service Area

The proposed service area coxprises 480 acres of land in
the vicinity of the intersection of Avenue G and LLOth Street East
in the Antelope Valley (Zxhibit A on the application). The area

slones fmm an average olevetion of 2,420 feet along the western

odgo to approximately 2,625 fect at the northeast cormer. The

wells applicant will use are located in the western edge ol the
service area in the Lancaster ground-water basin. Apnroximately
the western half only of the propo§ed service area lies within the
ramed basin,

The Vista IMutual Water Cormany wes formed by John Barth,
Williem Penrock and George Slomin on Jwio 17, 1948, to furnish
water in a tract lmown as Sunshine :fanchos conslsting of the south-
east £ of the northeast % of Section 1, Township 7 North, Range 10
West, SBB&M. The corporation wes authorized to issue 6L shares
of stock having & par value of $67.50 each. The Sunshine Ranchos

area was dlvided Into 32 lots of 1% acres each and two sharesafstock
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In the mutual (apparently Class A) were to be issued to the .
purchaser of each parcel of land therein. In December, 1949,

John Barth gained title to the entire utility plant completed at
that time by the acquisition of the Penrock and Slomin interests.
He then transferrod title to all of the utility plant to Vispa
wutual Yater Company in exchange for the Sl shares of stoek
sroviously authorized. The 32 narcels of land were sold and two
sharez of stock wero transforred to the purchaser of each »arcol,
including John Barth who has one parcel. An additional 32 shares
of stock were issued to Ifr. Barth for utility plant installed
during 1951. Subsequently another 100 shares of Class A stock, and
100 shares of Class B stock, were issued. Holders of Class A stock
are entltled to have water piped to their premises in the proposed
service area and Class B stock entitles the owmer thoreof to haul,
water for use on S-acre lots in Section 25, T. &N, R. 9 W, SBBI,
ownod by John Barth. This section is not contiguous to the
proposed service area. John 2arth personally owns ail but six
shares of the Class A stock and 98 of the 100 shares of the

Class P stock. He also owns 280 of the 320 acres of land in the

south % of Section 31 referred to above, and all but one parcel in

the north 4 of the east % of the northeast 2 of Section 1 referred

to above and hereinafter referred to as Tract No. 203L5. Since
the mutual commenced operctions, additional plant has been
constructed, Including a 53,000-gallon storage tank and a pressure
tank in the south & of Section 31.

The record reflects no sction by the mutual to dissolve
or to sell the assets thereof and shows only that John Barth has

attempted to acquire all of the stock. He has not yet done so angd,
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accordingly, any authority herein granted will necessarily be

subject to the acquisition by John Barth of all stoclk in the
mutual or the taling of aporonriate steps by the mutual to secure
euthorization for the transfer of the mutual's assets to John Berth.

As of February, 1957, tho zoning limited the service area
%o a maximum of 33 customers. There are 3L lots in Sunshine
[eichos (the original Vista Iutual service area, page 1 of
Ixhibit Ho. 3}, 57 lots in Tract No. 20345 (page 2 of ITxhibit No. 3)
of which L2 are single residence lots and 15 are maltiple tenancy
lots, aad Ol five-acre narcels in the south % of Scetion 31 (page
3 of Exhibit No. 3) of which LS are single residence lots and 16
are multiple tenancy lets. John Barth is attemdting to secure
permission to split the lots in Treet Wo. 20345 and the south % of
Section 31 into smaller Parcels.

The applicant estimates(an eventual total of 700
customers. It appears, however, that apovlicant included in its
éstimate an additlonal G4 customers for hauled water in the
noncontiguous Section 25, and the splitting of the lots in Section
31 and Tract No. 203L5.

Descrintion of the Water Supoly and Systenm

The anplicant requests authority to lssue stock to
John Barth (sic) iIn exchange for the Viste Iutualts Water system and
facilities, a aew well not Joi in service, and extra working cash.

There are two wells avallable, one ovmed by the mutual and one

allegedly omed by John Barth, Both are 1002%6d 11 the southwest

portion ol the proposed service arca on a atip of land 300 roet by

1700 feet in size and ovmed by the mutual. Well No. 1, presently
in use, is squipped with a SO-hp motor, has a present canacity of
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482 gallons per mimate at a discharge pressure of about 45 pounds per
square Inch, and will deliver 182 gallons per minute into the storage
tank hereinafter referred to (Exhibit No. 5). The well has an esti-
mated capacity of 1,350 gallons per minute. There is a S,OOOfgallon
pressure tank at the well site which is used to serve the customers

in the Sunshine Ranchos Tract. Well No. 2 was completed in March,
1957, was tested at 650 gallons per minute, has no pump and is capped
(Exhibit No. 6). Vater from Well No. 1 has been approved by the

Los Angeles County Health Department and this well, the staff esti-
mates, will be adequate for 3 or 4 years. The evidence shows that

the average water level in the basin from which the wells draw water
is dropping at a rate of approximately four feet per year, and specific
data on Well No. 1 indicates that the standing water level has dropped
from 105 feet in 1948 to 172.5 feet in 1957 for an average annual drop
of 7.5 feet., Storage is provided by a 53,000-gallon tank on the
eastern edge of Seetion 31 at which point there is a 2,000-gallon
pressure tank. These facilities are on land owned by John Barth or
the mutual. The customers in Section 31 will be served from the stor-
age tank. The entire system is regulated by pressure valves so that
operating pressures are between 25 and 45 pounds per square ineh in

Section 31 and between 45 and 65 pounds per seuare inch in Sunshine

Ranchos. The installed and proposed water system is shown in Exhibit
No. 3. Fire hydrants are included. There is one 6-inech line extend-~
ing from the 53,000-gallon storage tank in Section 31 via Avenue G to
the west side of Tract No. 20345 where the line is plugged. A Y~inch
line from Well No. 1 conmects with this é-inch line at the southwest
corner or Sectlon 31 (Exhibit A on the Application). There is also a
4-inch line along the west edge of the Sunshine Ranchos Tract No. 20345
(137th Street East) which extends to Avenue G. The staff recommended
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that this b-inch line be connected to the 6-inch line at the inter
sectlon of 137th Street Bast and Avenue G. The staff pointed out that
some 4%- and6-inch pipe installed before and after the effective date of
General Order Ne. 103 (July 1, 1956) does not meet the requirements of
sald general order. The staff stated it does not appear economically
warranted to require the applicant %o replace the substandard pipe at
this time but that it is important the applicant conform to the general
order as to all future installations. Applicant propeses to install
pipe in the presently unpiped portions of Section 31 and to acquire
the existing system from either the mutual water ¢ompany or John Barth,
whichever 1s the owner thereof.

From the record herein, it appears that the existing water
supply and storage facilities are adequate to serve all contemplated
consumers in the service area for 3 or 4 years. The staff witness
stated, however, that if there will be 700 customers, the storage
should be increased. He also stated that Well No. 2 should be placed
in service when water requirements warrant and estimated this will
occur in about 4 years.

The Stoek Issue

Applicant originally requested authority to issue 10,000
shares of its $10 par value capital stock to John Barth as payment for
the wells, well site, tank site, pumps, tanks, system, water rights,
and rights-of-way for pipe lines. At the hearing the applicant orally

modified its requesf for stock issuance to include sufficient stock to

cover the value of the existing system and land, the second well if
necessary, and at least $2,500 working cash capital. John Barth
testified that the second well, unequipped, cost $7,500. The cost of
the system to October 17, 1956, was $50,183.70 (Exhibit D inm the appli-

cation) according to applicant's witness who was not sure whether there
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had been additions since szid date, and which figure does not take
into consideration any depreciation or a pipe installation fee in the
Sunshine Ranchos Tract of $680.00. The staff surmmarized the utility
plant as of June 1k, 1957, both that admittedly owned by the mutual
water company and that purportedly owned by John Barth as having a
cost of $59,791, including land for the tank site, the well site and
the cost of the second well. Allowing for 55 meters costing a total
of $2,200 and to be installed in 1957 and estimating the acerued
depreciation as of the end of June, 1957 as amounting to $%,500, the
Commission will permit applicant to issue stoek in the total face
value of $60,000, which sumwill include a reasonable amount for neters,
materials angd supplies, and workigg cash. Until such time as proper
authority is obtained, as hereinbefore stated, by contract with all
nembers of the mutual or proper corporate action authorizing the sale
of the mutual's assets, the Commission will not permit stock to be
issuved in exchange for the exlisting system or any part thereof. It
will be necessary, therefore, to place 5,530 shares of stock in
escrow. The book value of this stoek represents the staff appraisal
of the tangible assets, including VWell No. 2, as of June 1%, 1957,
less depreciation amounting to $4,500.

Rates

The existing services are unmetered and there ic a flat

rate of $3.50 per month per comnection. The applicant requests
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that it be permitted to establish metered rates based qp g alnimun

of at least 5.00 per month and flat rates as follows:

Single residence, per MONth v...evese.. 85.00
Multinlo units, »eor wiit per month .... 3.00

Applicant also requested authority to establish rates
for hauled water. Tho suggested rates were as follows:

Per load of 500 gallens or 1083 e... $ .50

Per load of over 500 gallons

but less than 1,000 gallons eee... 1.00

The stalf recommended that the haulage rates include a
rate for water inm excess of 1,000 gallions and also that hauled
water be restricted to surplus water ond that 1t be furnished on
an off-peak basis only. It also recommended that all exlsting
services be metered by the ead of 1957 and that all new servicos
be motered as Installed. It estimated that the use per consumer
on a metered dasis would be from 2,000 to 2,500 cublc feet per
month and, that with metered rates which would develop revenues
equivalent to the »srovosed flat ratosg, the rate of return would be
from 1 to 2 per cent less than thet developed from nonmetered

rates. It suggested metered rates on the following scale as an ex-

ample to be consistent with a flat rate of $5.00 per month:

For a 5/8 x 3/4-inch meter and a single awelling:

O to 1,000 Cu. reet.o-..loao-ol--.--'0;000'1$3.50
Next 3;000 cu. feet, per 100 cu. feet..... «12
Next 16,000 " i " " i T ees o 10
Over 20,000 " * v w w w170t 03

These rates are higher than generally used In the starting dlocks
but lower than usual In the tail bdlocks. Assuming 2,500 cuble
feet of water 1s used per month, the consumer would be required to

pay $5.30,
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The applicant requests a meter rate which will give
the consumer 1,500 cubic feet per month for 55.00 in order o
assist in the conservation of water. Such proposal appears
wwarranted at the present time.

Thé stalf prepared estimated results of applicant's
operations based on the proposed nonmeter. rates assuming revenues
In 1957 based on an average of LS consumers and for 1562 in which
Jear it assumes maximum development and that 10 large consumers
nave then been metered and each pays twice the minimum rate. The
stall estimated that daced on present Los Angeles Cowaty zoning the
area will attain substantially complete development at the end of
1962 when applicant will have 360 customers. The estimates of
revenue Lor each year include f£lat rate servicos %o single
residences and multiple units, metered services and hauled water
which will be surplus water oanly and not a vart of applicant's
cortificated services. The following tabulation sumnarizes the

earnings information presented by the stafl (Exaibdit No. 7):

1957

: Ttem

Overating Revenues $ 2,700 $21,500

Operating Expenses
Source of Water Supply Expense 25 50
Jower and Pumping Expenses 870
Transmission and Distridution Expense 225
Customer Accounting and Collecting Exponse 175
General Expenses
Subtotal
Depreciation
Taxes
Total Operating Expenses
Net Revonue
Depreclated Rate Base
Rate of Return

(Red Figure)

: Estimated:
: Level-End:
Estimated :  of 1962




"A. 38521 -~ vaE*

The staff pointed out that if efforts to have parcels
within the requested area rezoned to smaller minirmum limitations
are effective, the composite effect of the increased cﬁstomer
density would result In a higher rate of return. The staff
reconmended that all general service customers be metered by
December 31, 1957, and the® the suthorized tariffs reflect the
following conditions:

(a) That the minimum meter rates and blocking

be roalistically comparable with authorized
Lflat rates.

(v) That water consumption be measured in units
of 100 cubic feet.

That flat rate tariffs apply only to
sorvice coanections l-inch or smaller.

(d) That a terporary flat rate schedule be

authorized, limited to customers vresently
served, and terminating by December 31, 1957.

By tho ordor herein we are requiring the applicant to
meter all exlsting services by the end of the year 1957. The rates
will Ye on the level of the example suggested by the staff and as set
out In Appendix A hereto. We hereby find such rates to bhe Just and
reasonable.

Conclusion

From a review of the record, it appears that if all
services are metered and minimum rates at the levels proposed by the
staff are required, the applicant will have an adequate water supply
and a reasonable rate of return in the area requested to be certi-
ficated. Surplus water may be sold by applicant for use ocutside
its service area on a temporary basis, provided purchasers of such
surplus water take delivery thereof within the service area of
applicant. If any surplus water is sold for use outside of the

service area, applicant must notify purchasers thereof that no

rights to such water service can acerue and that such service may
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be discontinued at any time either by the applicant voluntarily

or by order of this Commission. It further appears that the meter
rates suggested by the staff, and the nonmeter rates proposed by
the applicant are reasonable‘and will Ye authorized; the nonmeter
rates, with the exception of those for hauled water, will be
authorized only until December 31, 1957. Applicant will be
required to lmmediately commence and proceed with all possible ex-

pedition to meter existing services. All future connections in
the service area shall be metered.

after consliceration of the record herein, the Commission
is of the osinion and finds that »ublic convenience and necessity
require the granting of the certificate as requested. The
certificate is subject to the following provision of law:

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

convenlence and necessity in excess of the amount

(exclusive of any tex or annual charge) actually

pald to the State as the consideration for the

isguance of such certificate of public convenionce

and necozsity or right.

The Commission 1s also of the opinion that the monoey
property or labor to be procured. or paid for by the issue of the
stocks horeln authorized 1s reasonably required for the purneses

herein specified and that expenditures for such purposes are not,

in whole or in part, reasonably chargeable to operating ?ﬁf?§§9 or

to income. Tho action taken herein shall not be construed to be a

finding of the value of the property herein described. Inasmuch as
it i3 impossible, without an apdropriate determination, %o state

what properties aro owned by the Vista lutual Water Company and
what properties, if any, are ovned by John Barth, stock authorized

to Do Issued In exchange for the water system and appurtenances,
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ineluding Well No. 2, will be placed in escrow until such time as
all members of the mutual have transferred their interests therein
to Mr. Barth or appropriate steps have been taken by the mutual to
authorize the sale of the mutual's assets to John Barth or the
applicant. Stock may be issued by the corporation for cash in the
amount of $4,700 for working cash and funds with which to meter
the system.

An application having been filed, a public hearing having
been held thereon, the matter having been submitted and now being
ready for decision, and the Commission having made the foregoing
findings, and based upon such findings,

IT IS ORDERED as follows:

1. That Barth, Ine., a corporation, be and it is granted a

certificate of public convenience and necessity to construct and

operate a public utility'water system in the area described herein-

above.

2. That applicant be, and it is, authorized to file, after
the effective date of this order, the rates set forth in Appendix A
attached to this order to be effective on or before the date service
1s first rendered to the public under the authority hereln granted,
together with rules and a tariff service area map ac¢ceptable to
this Commission and in accordance with the Tequirements of General
Order No. 96. Such rates, rules and tariff service area map shall
become effective upon five days' notice to this Commission and to
the public after filing as hereinafter provided.

3. That applicant shall file, within ninety days after the

system is placed in operation under the rates and rules authorized
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herein, four coples of a comprehensive map drawn to an indicated
scale of not smaller than 600 feet to the inch, delineating by
appropriate markings the various tracts of land and territory
served for which this certificate is issued, the source of water
supply and its distribution facilis vies, and the location of the
various properties of the applicant.

Y. That prior to December 31, 1957, applicant shall extend
the Y-inch main on the west boundary of Tract No. 20345 on 137th
Street East across Avenue G and connect it to the 6-inch main
along Avenue G.

5. That prior to December 31, 1957, applicant shall install
meters on all active services and thereafter shall render general
water service only on a metered basis.

6. That applicant, prior to the effective date of the rates
herein authorized, shall post and keep posted continuously thereafter

at the point or points of delivery of hauled water, a plainly visidble

notice indicating the rates snd conditions for hauled water service
and stating that as all water hauled is surplus water, all such
service may be discontinued at any time without notice,

7. That applicant, within ten days after compliance with each
of paragraphs %, 5, and 6, shall so inform the Commission in writing.

8. That applicant, after the effective date hereof, may issue
not to exceed 6,000 shares of its $10 par value stock; provided that
470 of said shares of stock may be issued forthwith to John Barth at
par for cash, to provide working cash capital and funds for the
purchasing and installation of meters and connections for the
existing services and added services; and, provided further, that
9,530 of such shares shall be placed in escrow with an eserow holder
approved by this Commission, to be held until elther (a) appropriate
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steps have been taken in conformance with the provisions of the
California Corporations Code to sell and transfer the assets of the
Vista Mutual Water Company to John Barth or (b) all members and
shareholders of the Vista Mutual Water Company have sold, set over
and assigned to John Barth all their rights, title, or interests
in the said Vista Mutual Water Company assets; provided, further,
that in the event either (a) or (b) of the foregoing provision is
complied with and proof is made to the Commission's satisfaction
thereof, the Commission may, by supplemental order, either with or
without a hearing, order that the saigd 5,530 shares of stock, or
any part thereof, be issued to John Barth or such other yerson or
persons determined by this Commission to be entitled therets.

\ 9. That applicant shall file with the Commission nonthly
reports, as required by General Order No. 24-A, which order in so
far as applicadle, is hereby made a part of this order.

10. That applicant, in the design,construction and instal-
lation of all future additions tm and replacements'nf ifs waterworks
facilities, shall meet the requirements of this Commissionts
General Order No. 103.

1l. That, beginning with the year 1957, applicant shall
deternmine depreciation expense by multiplying the depreciable
utility plant by a rate mf 3.6 per cent. This rate shall be used
until a review indicates that it should be revised. It 1s further
ordered that applicant shall review the depreciation rate using the
straight—line remalning life method whenever substantial changes

in depreciable utility plant oceur and at intervals of not more




A. 38521 MK+

than rive years, and revise the above rate in conformance with such
reviews; Results of these reviews shall bé’submitted to the
Commission.

iz. That the authority herein'gfanxed shall expire if not

exXercised within one year from the éﬁ‘ective date hereof.

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

Dated at San Francisco , California, this X QWA

day of ﬁymf @

Commissioners

Commissiongr R e
nocessarily ab

seat
R the disposityey

tion o




APTENDIX A
Poge 1 of 3

Scheduls No. 1
GENERAL METERED SERVICE

APPLICABILITY
Appliceble to all metered water service.

TERRITORY

- The umincorporated area including 480 acres located northeasterly
and southwesterly of the intorscction of Bast 140th Street and Avenus G,
and vicinity, approximately 15 milos east of Lancester, Log Angeles
County.

Por Moter

Eor Month

RATES

Quantity Rates:

Pixst 1,000 CUfhe OF 1055 cueevecnsceconcnee
Next 3,000 cu.ft., per 100 cuefte covcernnn
Noxt 16,000 cu.ft., por 100 Cuufe sevevenne
Over 20,000 cu,f%., por 100 CRufte seeoscees

Minimum Charges

For 5/8 % 3/4=30Ch DOLOL cvevecnacncovoccans
For 3/4=50Ch MOLOT vevereonnconavecens
For 1-inch MOLOr ceevecscococnnncans
For 12-inch MOLOT eecversvecsracasens
For 2-Inch DOTOT sericnccvesenccncns
For 3~inch MOYCE cevcsnccecssncncees
For b=inch DOLOr weeeseccenconncceans

&

88?; MWW

388888%

The Minimum Cherge will entitle the eustemer
to the quantity of water which that mintmum
charge will purchase at the Quantity Rates.




Schedule No. 2RIX
LIMITED TEMPORARY RESIDENTTIAL FLAT RATE VICE

e A ein—

APPLICABILITY

Applicablo to all water service furmished on a temporery flat rate
basis.

TERRITORY

Tho uincorporatod ares including 480 acres located northeasterly
ond southwosterly of tho intersoction of Zast 140th Streot and Avermue G,
and vieinity, approximatoly 15 miles east of Lancaster, Los Angeles
County.

Per Service Comnection
Por Month

RATES

1. For a single family residence
mcludiw premises PP aesasRhOoPIOeBNAERY 35.00

a. For each additiornal residential
mit on the some premises .c.eveeee 1.00

SPECIAT, _CONDITIONS

1. Service under this schedulc will bo continued to customers served
horounder as of the effective date of this tariff shoet, and wntil such time
85 motors are installed. Sorvice thercaftor will bo furnished om the basis
of Schedwle No. 1, Goneral Motercd Sorvice.

2. This schedule will bo effoctive only to and including Docember 31,
1957, and will thercafter be withdrawn.




APPENDIX A
Pego 3 of 3

Schodule No. 9M2Z
BAULED SDRPLUS WATER SERVICE

APPLICABILITY

Applicable to all water delivered on a moasured besis to tanmk trucks,
tonk wogons, or other similar containers.

TERRITORY

Tho uwnincorporated areca including 480 acres located northeastorly and
southwesterly of tho imtersection of East 140th Stroet and Avemuo G, end
vieinity, approximatoly 15 milos ocast of Lancastor, Los Angoles Comty.

RATES
Por Dalivery
First 500 gnllons O 105S suseseccecrsoccccnsanen $.50
Over 500 gallons, por 100 gollons eeeeecessssess .20

SPECIAT, CONDITIONS

1. Sorvice under this schedule will be furnishéd only at such timos
05 will not interforo with the normal operation of the water system.

2. When mo surplus water is availablo oll sorvice under this schodule
a2y bo discontinued without notice.




