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Dec ision No. __ 5~E) ..... 1.;;..;.;.;.) .... R __ _ 

BEFORS THE PUBLIC UTILITIES COi'IMISSION OF THE STA'I'E OF CALIFORNIA 

In the Yetter of the Application of ) 
CRE~T W~STERN WATER SERVICE,a ) 
California Corporation, for issuance ) 
of e, Certificate of Public Convenience ) 
and Necessity; to establish rates to ) 
serve water as a public utility wat~r ) 
company to that property described as ) 
Section 4 and the \.Jt of Section 3, ) 
T8N, B1JW, S.B.B.&M.; to authorize ) 
the purchase of eXisting water pro- ) 
duction facilities located in s~id ) 
Section 4 and the W~ of Section J, ) 
T8N, R1JW, S.B.B.&H. presently owned ) 
by the Southwest Building and Investment ) 
Company by 1ssuance of securit1es and/or ) 
notes. ) 
----------------------------------) 

Appllcatlon No. J8642 
(Amended) 

Gray and Guy, attorne~'s, by ~;rt'nur D. Guy. k.., 
for app1lcant. 

B1ch8rd R, Entw1stle and Donald B, Steger for 
the Commission staff. 

OPINION -----_ ... 

Great Western Water Servlce, by the above-entitled appll­

cation, fl1ed December J, 1956, as amended on December J, 1957, seeks 

a cert1f1cate of pub11c convenience and necessity to acquire, con­

struct, extend, and operate a public uti11ty "','ater system in the area 

known as the Tullos Ranch comprising all of Section 4 and the Wi of 

Section J, T8N, RlJW, SBB&M, 1n un1ncorporated territory of Los 

Angeles County, a'oout 10 m1les northwest of the commun1 ty of Lanca.ster. 

Establishment of rates for water serv1ce, and authority to lssue 

stock are also sought. , 
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Pub11c hear1ngs were held before Examiner Stewart C. "'arner 

on November 12 and 1;, 1957, at Lancaster. The matter was consoli­

dated for hearing w1th Applicat10n No. 38322 of Herman C. So~mer, 

doing business a.s Deep Well Water Company, if:hich was t~mpora.rily 

removed from the calendar at the request of the applicant; AppliCa.~ 

!~o. 39092 of .3erto A. Olson, a...'"l individual, for a cert1f1cate of 

pub11c convenience and necessity to construct 3nd operate a pub11c 

utility water system in an area. about two miles south of the Tullos 

Ranch; App11cation No. 37874, as amended, of the applicant here1n, 

for a certificate of public convenience and necessity to acquire, 

construct,and operate a publiC utility water system in its so-called 

Kent Ranch area; and App11cat10n No. 39161 of Pearland water Company, 

for a certificate of public convenience and necessity to construct 

and operate a public utility water system in an area northeast of 

Palmdale. The j.nstant applicat10n was Submitted for decision subject 

to the filing of an amendment thereto sett1ng forth the revised pro­

posed financ1ng of the acquisition of certain water system faci11ties 

owned by Howard Kent, the former owner of the Kent Ranch, and pres1-

dent of Southwest Building and Investment Company, its subd1vider. 

There were no protests to the granting of the instant application. 

G~neral Infotm8t1on 

By Dec1sion No. 5;985, dated October 30, 1956, in Appli­

cat10n No. 38394, app11cant here1n was authorized to acqu1re the 

water system owned and operated by ';Jarren (; . ..iagner, an individual, 

doing business a.s Great Western W:;..ter Service. By Decision No. 52534, 

dated Jarl'lolary 31, 1956, in Application No. 37453, vlarren o. Wagl'ler 

had been authorized to a.cquire the water system owned and operat~d 
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A. 38642 Amd.e j:n * 

by Chester C. Bagsted, an individual, who had been granted a certifl­

c~te of public convenlence and necessity to operate a public ut1l1ty 

water system by Decision No. 43582, d&ted December 6, 1949, in Appli­

cation No. ;0425. ThiS wat~r system, together w~th.'.the:,adjacent' 1· 

former Desacres Water system, ~cqulred by applicant pursuant to 

authority granted by Decision No. 54629, dated Narch 5, 1957, in Appll­

cstion No. 38630, comprise applicant's present serv1ce area, its 

so-called Westmont District. 

De$CrlptloD of Are~, Pr~oent ~nd Proposed Water Sys~em, 
aDd Proposed Financine 

Applicant'z Westmont District comprises approXimately 5;0 

acres about three miles south of Palmdale and four miles west of 

LittlerOCK in Antelope Valley. 

The area sought to be certificated herein comprises 960 

~cres which Southwest Building and Investment Company is engaged in 

subdividing into 3?S 2~-acre parcels. Applicant has prepared engi­

neer1ng draWings of a wat~r system, the details of which are dellne­

at~d on the map. Exhlblt No. 2. S~1d exhib1t shows the presently 

installed water system in R.S. 2355 and the proposed water system 

installation in R.S. 2394 and 2398. The subdivideT has installed the 

first unit of storage and pressure tank facilities, consistinr of a 

126, SOO-gallon bolted steel ts.nl< ani a 10, OOO-gallon tank, res!'ective­

ly. The installs.tlon of a :30-hp pressure booster pum:p, va.l ves, fi t­

tings, and pipings to connect this system to the deep-well pump locat­

ed at well No.1, nearby, is completed.. Wa.ter mams are to be installed 

from the wells to the tank site, and the subdivider has purchased 

30,000 feet of 6- and 8-inch welded steel pipe and has stored said ~pe 

In a warehouse a.t Riverside, California. The w1tness Kent testified 
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that 75 percent of the land compr1s1ng the 'I'ullos Ranch had oeen 

sold; that no f1rm request for ~ater servlce had been received from 

prospectlve customers, but tl~t all land purchasers had been assured 

that ~<Jater would be ::lade a.va.llable to thelr land.s wl thln 60 days; 

that streets had been cut through a. portion of the area; that the 

subdlvlder wo~ld be willing to sell all pipe in the warehouse to 

appllcant, at cost, for cash, stock, or bonds; th&t the area was 

formerly an alfalfa farm wlth excellent so11; that the ranch was 

located between Avenue A and Avenue B between 65th Street l.Jest ~nd 

80th Street West; that becduse of extremely high overhead lt had 

beco~e uneconomlcal to farm alfalfa in this portion of Antelope 

Valley; that farm labor costs, because of the competit1on of alrcraft 

and government industries which had moved into Antelope V311ey, had 

1ncreased, and thut the supply of farm labor had become deficient; 

th$t electric power r~tes had increased recently; th~t taxes on land 

had ~one u~; and tha.t alfalfs growers could not co~pete with San 

Joaquin Valley growers who had lo-v:er laco!', 'Vlater, and land costs. 

An engineering wltnes~ for appllcant l its vice preSident, 

~.nd a me:nber of the firm of \-·a.rren o. 'JIagner & Associates, englneermg 

consultants, te~tlfied t~t applicant proposed to acquire and install 

the ~t.Ja tel'" system in the 'lullos Ranch in progressl ve sta.ges; that t~'le . 
area ~rou.."'ld. well No. 1 would be developed and do:nestlc water service 

furnished to that area, first; that all water service connections 

~ould be ~etered; thBt there were ~t present five wells o~ the ranch 

\"hich could be t).cqulred by al'p11cant for 1 ts use; and that applicant 

I-mule. Sll~ml t a new ple.n for financ1ng the acquis1 tlon of the water 

sl;'Pply :J.:rl1 "'~ter system facilities as an amendment to the original 

application. 
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A Commission staff engineering witness submitted a report, 

Exhl bl t No.4, whiCh shows th~,t the presently installed pump1ng plant 

oa:98.oi ty of well No. 1 (1.50-hp pumping un1 t) was 1,710 ga.llons per 

minute accord1ng to a Southern California Edison Company test in 

September, 1956; well No.2 (100-hp pumping unit) 1,188 gallons per 

~1nute; well No. ) (lOO-hp pump1ng un1t) 888 gallons per m1nute; 

well No.4 (7.5-hp pumping unit) 81.5 gallons per minute; and well 

No • .5 (lOO-hp p~~ping unit) 907 gallons per minute; a total of 5,.514 

gallons per minute of pumping capacity w1th presently installed pump-

ing u."l1 ts • 

App11cant, 1n 1ts amendment to the application, ?roposes to 

issue to Southwest BUilding and Investment Company, in ~ceordanoe 

with the undated and w1executed Contract for Sale and Option to 

Purohase Certain Water Faoilities Looated on Tullos Ranoh, attaohed 

to said ~mendment to the application as Exhib1t F, its oumu1at1ve 

3 ~eroent preferred stock, at its par value, to the extent of 9pproxl­

mately t.~).5, 000, to be issued generally in the amount of $10,000 the 

t'lrst year, ':t12,,500 the second YN'r, .4.$12,500 the third year, or its 

pro-rata e~uivalentJ in consideration of the purchase by appllcant 

from Southwest of the water system racllltle~ set rorth in the six-

paee Appraisal of BXlsting }'acll1t1es, as of January 1, 1957, atta.ched 

to the amendment to the applj.cat1on as Exhlbi t G. Said existing 

!'acl1itles include well No. 1 wlth easements, 'l:iooster plant s1te 

No.1, a deep well turbine pump to be at least 35-hp in s1ze complete 

with auxiliary appurtenances for turnkey operation, a 126,800-gallon 

capac1ty bolted steel storage t<=lnk. So :30-hp ver'C1cal short coupled 

turbine booster un1t, an 11,300-gallon hydropneumatlc tank, and plant 
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piping and supply main from well No. 1 to booster plant No.1. 

Further additions to the distribution system are to be financed 

by subdivider's advances according to applicant's regularly 

filed main extension rule, as development progresses. 

Contained in the contract, Exhibit F, is an option on 

behalf of applicant to purchase in whole, or in part, at any 

t~e, all other water production storage and pumping facilities 

which are existing or are to be installed by the subdivider on 

Section 4 snd the w~ of Section 3, not included in the original 

purchase price. The principal period of said option is for 5 years 

with proviSions for renewal of option for additional 5-year 

periods, but not to exceed a total of 20 years. The method of 

payment for exercise of option is to be by applicant's cumulative 

3 percent preferred stock, at its par value, the precise principal 

amount to be on the final determined and approved purchase price. 

In its original application, applicant sought authority 

to issue its common stock for the face amount of $18,099 to 

Warren O. Wagner and Associates, consulting engineers, in pa~ent 

for profeSSional and technical services rendered by said Wagner 

and Associates to applicant in connection with the planning, design 
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and testing of the presently installed water system herein being 

considered and the water system proposed to be installed. 

The detailed composition of the requested comeon stock 

authorization is based on the estimated cost of the water syst~ 

when it has been completely installed, and 6uch detail is sho~ 

in Exhibit C of the original applice:ion. No detail of the 

requested c~on stock authorization based on the ep~lic&tion 

as amended has been submitted by applicant. 

The record shows that the sources of ~~ter supply 

available to applicant for w&ter service to the !~llos Ranch 

are more than ample for present and tmmediately foresc~c~le needs. 

Rates 

The rates for water service proposed by applicant h'erein 

are as follows: 

GENERAL METERED SER~ICE 

Quantity Rates: 

first 1,000 cu. ft. . . . • . • • . • 
Ne::t 1,000 cu. ft. , per 100 cu. ft •• 
Next 1,000 cu. ft. " per 100 cu. f··· 1.0 •• 

Next 2,000 cu. ft. , per 100 cu. ft •• 
AllOver 5,000 cu. ft. , per 100 cu. ft •• 

Other Evidence 

• • • · 
• · · • 

· • • • 
• • • • 
• • • • 

• 
• 
• 
• 
• 

• 
• 
• 
• 

· 

Per Meter 
Per Month 

$ 3.50 
.20 
.l8 
.15 
.10 

Exhibit G attached to the amendment to the application 

is a consolidated pro forma balance sheet as of September 30, 1957, 

of applicant, including its present Westmont system and its prop~sed 
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Kent Ranch (Application No. ;7874, Amended) ~nd Tullos Ranch system~ 

as follows: 
BALANCE SH1ZT 

Consolidated Pro-Forma Including 
~'l()strnont, Kent Ranch and Tullos Ranch Systems 

A...c;sETS 

Accounts Receivable 9/30/57 
Cash in. &.nk 
Utility Plant ~ Historical Cost 

~'l"stmont System ~171.,547 .40 
Kent Ranch System S8.,100.26 
Tullos Ranch System 37,041.80 

~ 52.00 
2.,322.10 

Total Utility Plant at Cost 296,689.46 

Land Sales Contracts and Trust Deeds 

Earned Surplus (Deficit) 

LIABnITlZS 

Acc~ed Li~bilities 

Total Assets 

*due :Jarren o. Wagner for pay::lent of 
rn.a.teri1lls., supplies and current liabilities 

195,222.81 

9,697.79 

outstanding 20,000.00 
Stock Outst~~ding 

Class A Common 8,209.344 shares ; ~10 per ~hare 82.,093.44 
Class B Common 19,814.759 shares ~ ~10 per share 198,147.59 
3% Cumulative Preferred 4,264.624 shares ~ 

~10 per :;ha.re 46,646.24 

Other L~debtedness 
3% income bonds, face value 
Advances in aid of construction 
Due Emerson & Henderson for purchase of 
Desacres ',vater Company Stock 

Capital Surplus (Alpine Butte v/ater Co. Distribution 
~~ains) 

DepreCiation Reserve 
Contributions to CapitoJ.~l- iv. o. i..,r~gner" Great Viestern 

Land Co." W.O. ~'lagner & As~oc. 

o!:-Pay:nent guaranteed by ll/. O. \J~gncr person~ly, 
a portion of which authorization of stock or 
security i~sue is expected. 

-:H<i"lonies spent for capital improvoment net covered 
by io~uance of capital stock. 
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Findings and Conc1usions 

The Commission, after a careful review of the record herein, 

finds as a fact and concludes that public convenience and necessity 

require that the application for a certificate of public convenience 

and necessity be granted; that the issuance of 3 percent preferred 

stock be authorized; and that issuance of common stock to Warren 

o. Wagner and Associates not be authorized until appliccult, by 

supplemental application hereto, shall have submitted an accurate 

and detailed statement of the b3Sis of the requested authorization 

of common stock. The certificate of public convenience and necessity 

granted hereinafter will be subject 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 
consideration for the issuance of such 
certificate of public convenience and 
necessity or right. 

The action taken herein shall not be construed to be a 

finding of the value of the property herein described. 

The Commission finds as a fact and concludes that, in order 

that applicant shall not overextend its water system in the T~llos 

Rauch beyond its source of water supply capacities and its financial 

abilities, the public interest requires that applicant be ordered 
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not to extend its weter system outside the boundaries of the area 

hereinafter certificated in the Tullos Ranch without further order 

of the Commission. 

Applicant's proposed rate structure is not in general 

conformance with the rates of other public utility water service 

in the proposed area in Antelope Valley. The order hereinafter will 

authorize applicant to file a schedule of rates which reflect a morc" 

reasonable type for the proposed service. 

Application as amended having been filed, public hearings 

having been held, the matter having been submitted ~nd now being 

ready for deciSion, 

It IS HEREBY ORDERED as follows: 

1. (a) That Great Western Water Service, a corporation, be, and 
it is, granted a certificate of public convenience and 
necessity to acquire, construct, extend, and operate a 
water system in all of Section 4 and the W~ of Section 3, 
T8N, R13W, SBB&M, known as the Tullos Ranch, in unin­
corporated territory of Los Angeles County in the area 
shown on Exhibit No. 2 filed at the November 1957 
hearings. 

(b) That applicant shall not extend its water service 
outside the area certificated herein without further 
order of the Commission. 

2. (a) That applicant be, and it is, authorized to issue 
3,500 shares of its 3 percent cumulative preferred stock 
in the total amount of $35,000 to Southwestern Building 
and InvesQnent Company over a 3-ycar period after the 
effective date hereof in consideration of the 
acquisition by applicant of Southwest Building and 
Investment Company's existing water system facilities 
in the Tullos Ranch as shown on Exhibit G attached 
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to the first amendment to the application, and 
substantially in accordance with the terms of the 
undated, unexecuted contraet attached to said first 
amendment as Exhibit F. 

(b) That applicant not be authorized to issue its common 
stock to Warren o. Wagner and Associates for 
professional service.s until such t~e that appli­
cant, by supplemental application hereto, shall 
have submitted an accurate and detailed statement 
of the basis of the requested authorization of 
common stock. Upon the filing of such supplemental 
application, the Commission will issue its further 
order or orders as appropriate. 

3. That applicant be, and it is, authorized to use the 
proceeds from the issuance of the 3 percent preferred 
stock authorized hereinabove for the purposes set 
forth in the preceding opinion, the Commission being 
of the opinion that the money, property, or labor to 
be procured or paid for by the issue of the preferred 
stock, herein authorized, is reasonably required by 
applicant for the purposes specified herein and that 
such purposes are not in whole or in part reasonably 
chargeable to operating expenses or to income. 

4. That the foregoing authorization is without 
prejudiee to the authority of this Commission with 
respect to rates, service, accounts, valuation, 
est~tes, or determinations of cost which may come 
before this Commission. 

5. That applieant shall file with the Commission 
monthly reports as required by General Order 
No. 24A) Which order, insofar as applicable, is 
made a part of this order. 

6. (a) That applicant 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 
in the service area certificated herein on or before 
the date service is first rendered to the public, 
together with revised rules and tariff service area 
maps to include the area certificated herein, in a 
manner acceptable to this Commission and in accordance 
with the requirements of General Order No. 96. Such 
rates, rules and tariff service area maps shall become 
effective upon five days'notice to the Commission and 
to the public, after filing as hereinabove provided. 
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(b) That spplicant, within ten days after the system 
in the ares certificated herein is placed in 
operation under the rates and rules authorized 
herein, shall notify the Commission in writing of 
the date when such operation began in said area. 

(c) That applicant shall file, within forty days after 
the system in the area ce~t1ficated herein is 
placed in operation under the rates and rules 
authorized herein, four copies of an appropriate 
comprehensive map 0: oaid area, drawn to an 
indicated scale not smaller than 600 feet to the 
inch, delL~eating by appropriate markings the 
various tracts of land a~d property served; the 
principal water production, storage and distribu­
tion facilities; and the location of the various 
properties of applicant. 

7. That applicant shall determine the accruals for 
depreciation by dividing the original cost of the 
utility plant less est~ated future ne~ salvage 
less depreci~tion reserve by the estimated remain­
i~g life of the plant. Applicant shall review 
the accruals as of January first of the year 
following the date service is first rendered to 
the public under the rates and rules authorized 
herein ~nd thereafter when major changes in 
utility plant composition occur for each plant 
account and at intervals of not more than ~tve 
years. Results of these reviews shal: be 
submitted to this Commission. 

S. That applicant be, and it is, authorized to 
exercise the option to pu=chase all other water 
p=oduction facilities of Southwest Building and 
Investment Company, together with additional 
storage end pumping plants, which are existing or 
are to be installed by Southwest on Section 4 ~~d 
the W~ of Section 3, TSN, R13W, SBB&M, subject 

to th; provisions that appiicant s~aii ~Il~ i 
5upp~emen~a~ app~~ca~~on hereto. seek~ng authority 
to issue its cumulative 3 percent p~eferred stocK 
at its par value in consideration of the exercise 
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of said option when the precise principal amount 
of the consideration has been dete~inedbetween 
applicant and Southwest Building and Investment 
Company. 

The effective dste of this order shall be twenty days 

after the date hereof. 

Dated at _d-r./ .:;i.oCt ) California, this 

Z'? tf:. day of __ ...-iooI~:C:-~~~~-
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APPENDD( A 

Schedule No. ME-l 

GENF.R..AI. METERED S];RVICE 

APPLICABnITY 

Applicable to all metered Yater cervice. 

TERRITORY 

The unincorporated area 1~cluding 960 aeras located south of 
Avenue A and '\>/'e:lt~rly or 60th Street W, app::-oximately 9 miles north­
~St or t~~caster, Los Angeles County. 

Per Meter 
P"'t Month 

Q:ua.nt1ty Rates: 

First 1,000 cu. ft. or less •••••••••••••••• $ 3_00 
Next 2,000 cu. ft., per 100 cu. ft. •••••• .25 
Next 7,000 cu. ft., per 100 cu. ft. ..•••• .15 
Over 10,000 cu. ft., per 100 cu. ft. .•.••• .10 

Minimum Charge: 

For 5/S x 3/4-inch meter................... $ 
For 3/4-inch meter ••••••••••••••••••• 
For l-inch meter ••••••••••••••••••• 
For It-inch meter ••••••••••••••••••• 
For 2-inch meter ••••••••••••••••••• 
For 3-inch meter ••••••••••••••••••• 
For 4-inch meter ••••••••••••••••••• 

The Minimum Charge will entitl~ the customer 
to the quantity of water which that minimum 
charge will purchase at the Qunnt1ty Rates. 

3.00 
3.75 
4.50 
6.00 
9.00 

20.00 
40.00 


