ORIGIHAL

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Decision No. 6”3;2

Application of Golcondz Utilitles
Company, a Califormia corxporation,
for 2 cextificate of public c¢con-
venicnce and necessity to operate
as a public utility water company;
to acquire thc assets of Hinkley
Valley Water Coumpany, a public
utility partnership comprised of
Robert J. Erwin and Forxest J.
Wood; and A. T. Smith Water Com-
pany, a public utility proprietor-
ship comprised of W. Paul Payne;
to issuc securities; to establish
rates.

Application No. 45772
Filed September 12, 1963
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W. Paul Pavne, for Colconda Utilities Cowpany,
and in propria persona, applicants.

Raymond E. Hevtens and Jexrxy J. Levander, for
the Commission staff.

CPINION

By this appliication, Golconda ﬁtilities Company (Golconda),

a corporation, secks a certificate of public convenience and neces-
sity to comstruct three public utility water systems. It proposes
to operate them in conjunction with two additional utility systems
it seeks to acquire from W. Paul Payne (Payne), doing business as
A. T. Smith Watexr Company, and the partnership of Robexrt J. Exwin
and Forrest J. Wood (Trwin & Wood), doing business as Hinkley Valley
Water Company. Golconda also requests authority to issue securities
and to file in its own name the rates now in effect within the
various areas to be served. Payne and Exrwin & Wood join in the
application.

This zpplication was heard before Examiner Catey at San

Bernardino on February 17, 1964 and, as amended at the hearing to
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modify the amount of certificated area and securitices, was submitted
on April 16, 1964, the date of filing of Golcomda's late~£iled

Exhibit No. 3. Copiles of the application and notice of hearing had
been sexved in accordamce with this Commission's rules of procedure.

No protestants to the application appearced at the hearing.
Requested Certificate

Golconda's certificate request, as modified at the hearing
includes some 160 acres of land in San Bermaxdino County, comsisting
of three parcels which are too far apart to permit 2 single inte-
grated system. The parcels are delinecated om the maps, Exhibit
No. 5.

The Commission staff's Exhibit No. & shows that the
Tract No. 3309 system was installed im 1949 and scxrves 88 of 2
potential 110 customers, the Tract No. 6083 system was installed in
1958 and serves threc of a potential 22 customers, and the Sectiom
25 system was constructed in 1959 and serves three of a potential
40 customers. Descriptions of the systems are set forth in Ixhibit
No. &.

These systems were installed by the subdividers, who in
at least two instances were the individuals making up the partner-
ship Erwin & Wood, and were operated without authorization of this
Commission. Golconda acquired these systems carly in 1962 and
continued the unauthorized utility sexvice. Golconda's president
testified that no additiomal comstruction, other than replacements
and improvements, is needed to sexrve the three areas.

Golconda's requested certificated arca ncar Tract No.330°
is partly within the boundariecs ¢of the South San Bermardino County
Watexr Distriet. By late-filed Exhibit No. 3, applicant advised
this Commission that the district objects to Golconda's sexrving the

area within the district's boundaries.

-2~
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A. T. Smith Water Company

By Decision No. 4711, dated Qctober 3, 1917, in Applica-
tion No. 3226, a certificate was granted to A. T. Smith, an indi~
vidual, to exerxcise an Inyo County franchise to operate a water
system in the unincorporated town of Xeelex. There have been
several transfers of owmership, the most recent having been the
sale to Paync as authorized by Decision No. 62048, dated May 31,
1961, in Application No. 43321. Golconda proposes to acquire the
assets of that utility in accordance with the written agreement
entered into by the parties on February 25, 1963, a copy of which
is Exhibit B to the application. The system to be acquired, which
already has reached its ultimate of customers, is described in
Exhibit No. &. Inasmuch as Payne is president of Goleconda, no
change in actual management will result from the transfer of
owncrship.

Hinkley Valley Watexr Company

By Decision No. 53287, dated April 21, 1959, in Applica-
tion No. 43749, a certificate was granted to Exwin & Wood to
constzuct a public utility water system to scxve Tract No. 5714,
San Bernmardino County, and certain adjacent terxxitory. Golconda
proposes to acquire the assets of that utility in accoxrdance with
the written agreement 2ntered into by the parties on Januvary 30,
1963, a copy of which is Exhibit A to the application. The systen

to be acquired, which sexves 36 of its potential 50 customers, is
described in Exhibit No. 4.

Tariffs

When Golconda took over the operation of the watexr systems

in Tracts Nos. 3309 and 6089 and in Section 26, it continued billing -

at the monthly flat rates per customer previously charged in those
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arcas; $5 in Tract No. 608% and Section 26; $4 in Tract No. 3309.
Golconda proposes to offer sexvice to customers having more than one
residential unit on the same premises and requests that a charge of
$2 pex month be authorized for cach sueh additional unit. Golconda
also proposes z schedule of rates for metered sexvice, esseantially
the same as those now in effect for Exwin & Wood in the Hinkley
arca, with 3 minimum monthly charge of $2.90 per mounth for 700 cubic
feet or less through a 5/8 by 3/4-inch meter, with quantity rates
ranging from 30 to 15 cents per hundred cubic feet Zor deliveries in
excess of 700 cubic fect per month, and with proportiomately larger
minimum charges Lor larger metexs.

Golconda did not present any estimates of the revenuwes
waich might be produced by the metered service. However, the Exrwin &
Weed rates are reasonably commensurate with Golconda's present flat
rates and would temd to reduce waste in the somewhat arid territory
sexrved. The Commission staff recommends in E:ithibit No. &4 that the
meter rates be authorizaed fLor Golconda's systems in San Bermardino
County, along with the Exwin & Wood rates for public fire hydrant
sexvice, and that f£lat rate sexrvice be discontinued within six months.

Golconda proposes mo chanzes in the rates now on file by
Payne and Erwin & Wood in their respective sexviee areas.

Golconda's president testified that he was aware that the
company would realilze mo return until the sexrvice areas xeached a

reasonzble customer density. He estimated this might take four or

five years.
Financing

Golconda, in a December 31, 1263 pro forma balance sheet

£iled as part of Exhibit No. 1 in this proceeding, reports totel

assets of $101,960.67, whieh amount includes the utility propexties
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it proposes to acquire from Payne and from Exrwin & Wood. To acquire
these assets free and clear of 2ll liabilities and to obtain
additional working cash of $2,596, Golconda proposes to pay cash
in the amount of $269 and to issue 10,835 shares of its $1 par value
coumon stock at $10 per share or a total, for stock and premium, of
$108,350. The difference of $4,062.33 between the reported amount
of assets to be acquired and the comsideration to be paid therefor,
as represented by the $108,350 of stock and $269 of cash, results
from changes in net worth during the pexiod February 1 to December 31,
1963 caused by operating losses.

The Commission staff, in Exhibit No. &, takes exception to
the amounts recoxded or to be recorded by Goleonda as investment
in utility plant, stating that such amounts are based in part upon
unsupported cstimates and appraisals, that some of the valuations
are excessive, and that there are omissions and errors in regard to
retirements and transfers of plant. The stafZf recommended that an
inventory, original cost appraisal and depreciztion reserve require-
ment study of the water system facilities be prepared for submission
to the Commission.
Summary

In this proceeding, Golconda requests a cextificate of
public convenience and necessity to construct systems that axe
already comstructed. The record shows that foleonda is already a
public utility and should continue to provide service.

Undex the circumstances outlined herein, Golconda will be

authorized to issue only 260 shares of its capital stock in exchange

for working capital, until such time as it complctes an original

cost appraisal and depreciation reserve requirement study, both
prepared as of December 31, 1963. Upon completion of and based

upon those studies, Golconda may file a petition for a supplemental
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order in this proceeding, requesting authority to issue additional
sharcs of its capital stock.

Several staff recommendations are set forth in Exhibit
No. &. Some already had been carxicd out as of the hearing date.
Others are advisory omly, requiring no specific directive in the
ensuing order. The remaining recommendations, with minor modifica-
tions, are incorporated in the order herein.

Findings and Conclusions

The Commission £inds that:
1. Golconda owns, controls, operates and manages water systems
within the arcas for which it requests a certificate of public con-

venience and necessity herein, sells and delivers water to the public

within those areas, has dedicated its properties to the public use,

and is a public utility water coxporation subject to the jurisdic-
tion of this Commission, pursuant to Scction 2701 of the Public
Utilities Cede,

2. A portion of the area sexved by Goleconda is within the
boundaries of South San Bernardino County Water District.

3. At this time, there is no public nced for the serving by
Golconda of any additional customers within the present boundariecs
of South San Bermardino County Water District.

4. The rates and charges authorized herein are reasomable.

5. The sale and transfer to Golconda of the two water systems
as proposcd herein will mot be adverse to the public interest and
should be authorized.

6. The money to be procured by the issuance of the stock
authorized herein is reasonably required for the purposcs specified
herein, and such purposes are not, in whole or in part, xcasonably

chargeable to operating expenses or to income.
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7. Golconda has not established and maintained proper account-
ing records for utility plant and depreciatiom reserve, has not
furnished to this Commission rceent data on the capacity of its well
puxps, and has not provided for the measurement of water production
as required by Gemeral Oxder No. 103.

8. Golconda should be dixected to continué,operating_its
present systen.

The Commission concludes that the application herecin should
be granted as provided in the order which follows:

ORDER

IT IS ORDERED that:

1. A certificate of public convenience and necessity is hexeby
granted to Golconda Utilities Company (Goleconda), authorizing the
construction of a public utility water system to supply its dedicated
sexrvice arecas in San Bexnardino County, as such arcas are delineated
on the maps, Exhibit No. 5 herein, except that Golconda shall not
serxve any additional customers within the present boundaries of South

San Bernardine County Water District without first having obtained

authorization by further order of this Commission.

2. Within ten days after the effective date of this oxder,

Golconda shall filc the schedules of rates set forth in Appendix A
to this order, tariff service area maps clearly indicating the
boundaries of its dedicated service area and the portions therecof
which are within the present boundarics of South San Bermardino
County Water District, appropriate general rules and copies of
printed forms used in dealing with customers. Such f£iling shall
comply with General Order No. 96~A. The tariff schedules shall
become effective on the date of £filing.

3. Within one year after the effective date of this orxder,
(2) the copartnership of Robert J. Exwin and Forrest J. Wood

-7-
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(Exwin & Wood) and (b) W. Paul Payne (Payne) may transfex

to Golconda the water systems known as Hinkley Valley Water Company

and A. T. Smith Water Company, together with scllexs' certificates

of public convenience and necessity referred to herein, substantially
In accordance with the agrecements which are Exhibits A and B to the
application.

4. After the effective date of this order and not less than
five days before the date of cach actual transfer, Golconda shall
file the applicable schedule or schedules of rates set forth in
Appendix B to this oxder, together with revised and additionmal
tariff sheets, including taxiff scervice arca maps clearly indicating
the boundaries of the additional tariff area or arcas, to provide
for the zpplication of the new schedule or schedules. Such £iling
shall comply with General Order No. 96-A. The revised and additional
sheets £or each taxriff arca shall become effective on the date of
actual transfer of the related system.

5. On or before the date of actual transfer of cach water
system as authorized herxein, the seller shall refund all customers'
deposits and advances .or comstruction, if any, which are due and
payable as of the date of transfexr. All unrefunded deposits and
advances shall be transferred to Golconda, which shall be responsi-
ble for their refund when due.

6. On or before the date of actual transfer of each water
system as authorized hexcin, the seller shall deliver to Goleconda,
and Colconda shall receive and preserve, all recorxds, memoranda and

papers pertaining to the construction and operation of the properties

to be transferred.
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7. Within five days after the date of actual transfer of each
water system, the seller and Golconda jointly shall f£ile written
notification in this proceeding, showing:

a. The date of actual transfer. A true copy
of the imstrument or instruments of trang-
fer shall be attached to the notificationm.

The dates of compliance with the foregoing
paragraphs 5 and 6.

An itemized list, showing the unrefunded
amount of each deposit and each advance

transferred from the seller to Golconda,
and the name and address of the party in
whose favor cach such obligzation exists.

8. Upon compliance with all of the applicable provisions of
this ordex, each seller shall stand relicved of his public utilicy
obligations in the area sexved by the transfexrred system.

9. Golconda may issue not to exceed $260 aggregate par value
of its capital stock for the purposes set forth herein.

10. Applicant shall file with this Commission a report or
reports as required by Gemeral Oxder No. 24-4, which order, insofar
as applicable, is made a part of this oxder.

1l. Within six months after the effective date of this oxder,

Golconda shall establish and maintain records which will permit

determination of plant accounting information for each separate water

system based upon original cost, estimated Lif not knowa, and shall
file in this proceeding an inventory and appraisal of such plant
costs and a reserve requirement study for each system, both pre-
pared by a qualified enginecer.

12. within six months after the cffective dete of this order,

Golconda shall £ile in this proceceding:

a. A statement of the pumping capacity of

ecach of its wells, as determined by recent
tests.
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b. TFour coples ecach of comprehensive maps
drawn to an indicated scalce of not more
than 400 feet to the inch, delineating
by appropriate markings the various
tracts of land and territory served,
the principal watexr storage and distri-
bution facilities, and locations of
Golconda's various water system properties.

¢c. A verified statement showing that it has
provided for the measurcment of watexr pro-

duction as required by General Order
No. 103.

13. On or before December 31, 1964, Golconda may request, by

an appropriate petition for supplemental oxder im this procceding,
authority to issue additional shares of stock Iin conmsideration of
the net depreciated original cost of utility plant detexmined in
accoxdance with the foregoing ordering paragraph 1l.

14. Beginning with the year 1965, Golconda shall determine
depreciation accruals by dividing the oxiginal cost of depreciable
utility plant, less estimated future net salvage and less deprecia~
tion resexrve, by the estimated remaining life of the plant. Appli-
cant shall review the accruals whenever major changes in deprecia-
ble plant composition occur and for ecach plant account at intexvals
of mot more than five years and, upon completion of each review,
shall submit promptly to this Commission the results therle.

The effective date of this ordexr shall be twenty days

after the date hereof.

Dated at San Francisco » California, this ggngLday

Juno. >
//A/fd/éf 42&'//&—@%
dfi/ 3
& l ) A ~

esident
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APPEXDIX A
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Sehodule No. SA-1

San Bernardine Tariff Aren

CENERAL METERED SERVICE

APPLICABILITY

Applicable to all metored water service.

TZRRITORY

The area known as Tract No. 6089 and a portion of the southoast quarter
of the southeast quarter of Soction 26, Township 10 north, Rango 3 wost,
S.B.2.& M., and vicinity, near Hinkley, and Tract No. 2309, and vieinity,
near the City of San Bornardino, San Bernardine County.

RATES Per Meter

Per Month
Quantity Rates:

First 700 ¢u.ft. OF 1088 .seeeecennns $ 2.90
Next 4,300 cu.ft., por 100 Cu.f. .eeccceccrsenans .20
Next 5,000 cu.ft., per 100 cu.ft. cecvcnescrecneas 25
Over 10,000 cu.ft., per 100 cu.ff. .cocevcececnvsees .15

Minimum Charge:

Tor 5/8 x 3/4-inch MOLET sevcrcvecsescaccnes % 2.90
For 3/L~40Ch DMOLET sevecesvesccsccsosscsanons 4.00
Tor 1=inch MOLOET .ecvrevvvcnvsccrorrancanas 6.25
Tor 1h-4nch MELEr evercceveroscoccovrrsonccn 10.00
Tor 2=inCH MELET .vevcveccrcrrssconcrcsances 16.C0
For 3einch MOLEr c.ccvevecroscccnsornorcanes 26.00
Tor L=inch MOLOT t.cceevesevoccricnroerncsna L2 .50

The Minimum Charge will ontitle the customer to
the quantity of water which that minimum charge
will purchase at the Quantity Rates.
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Schodule No. HI-RLX

Hinkley_Tariff Area

GENERAL FIAT RATE SERVICE

APPLICABILITY

Applicoble to all flat rate water service furnished on o ldmited
temporary basis.

TERRITORY

The area known as Tract No. 6089 and a portion of the southeast gquarter
of the southeast quarter of Scction 26, Towmship 10 nmorth, Range 3 wost,

S.B.B.& M., and vicinity, neer Hinkley, San Bernardino County.

Por Sorvice Connection
RATES Per Month

l. TFor a single family rcsidonce or first
wit of a multiple residence, including
premses L B O N A B A BN BB AN N B I I N Y Y WY Y Y 85.00

a. For each additional rosidence,
residential unit or house trailor
located em tho same promises sorved
fron the came sorvice comnection ..

SPECIAL CONDITIONS

1. Service under this schedule shall be limited to the promizes being
served as of the offoctive date of this tariff sheot.

2. This schedule shall be effective only to and including December 31,
1964, and will thereaftor be withdrawn.

3. For service covored by the above classifications, 4f the utility
or the customer 50 elocts, a metor shall be installed and service provided
under Schodulo No. SA~1, Genmeral Metered Service.

4. All service not covered by the above classifications shall be
furnisihed only on a metered baszis .
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Schedule No. ER-RLX

Ersul Tariff Aren

GENERAL FIAT RATE SERVICE

APPLICABILITY

Applicable to alil flat rate water service furnished om a limited tem~
porary basis.

TERRTTORY

The area known as Tract Ne.
Bernordino, Som Bernardine Count,

3209, and vicinity, nesr the City of San

Por Service Connection
RATES DPer Month

l. Fora single family residonee or first
wit of a multiplo rosidence, including
premises R L T T T T P 54,00

2. a. For each additional residence,
resldential unit or house tradler
located on the same premises sorved
from the same service connection .... 3.00

SPECIAL CONDITTONS

L. Service under this schedule shall be Limited to the

premigses being
served as of the effective date of this tepifs sheot.

2. This schedule shall be effective only to and including Decomber 3L,
1964, ond will thercafter be withdrawn.

3. For service covered by the above classifications, if the utility
or the customor so eleets, a meter shall be installed and service provided
under Schedule SA-1, General Motored Service.

4e ALl sorvice not covered %y the above eclassifications zhall be
furnizhed only on & metored basis.
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Schedule No. Sh-5

San Bernardino Tarife Aren

PUBLIC PIRE HYDRANT SERVICE

APPLICABILITY

Applicable %o 2ll fire hydrent sorvice furnished to municipalities,

duly organized fire districts and other political subdivisions of the
State.

TERRITORY

et Sty

The area known as Tract No. 6089, and the portion of the southeast
quarter of the southeast quarter of Section 26, Township 10 north,
Range 3 west, $.B.B.& M., and vieinity, noar Hinkley, and Tract No. 3309,
and vicinity, near the City of San Bernardine, San Bernardine Counts

RATE Per Month
For each fire bydrant .

SPECTAL CONDTTIONS

1. For water dolivered for othor than fire protection purposes,
charges will be mede at tho quantlty rates under Sehedule No. SA-1,
General Metered Service.

2. The cost of installation and meintonance of hydrants will be
borne by the utility.

2

2. Rolocation of any bydrant shall be at the oxponse of the party
requesting relocation.

4. The utility will supply only such water at such Prossure as nay
be avaellable from time to timo as a rosult of its normal operation of
the system.
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Schedule No. Sh-1

San Bernardine Tnrdif€ Area

GENERAL METERED SERVICE

APPLICABILITY

Applicable to all metered water service.

TERRITORY

The area Xnown as Tracts Nos. 5714 and 6089 and a portion of (63)]
the southeast quarter of the southeast quarteor of Section 26, Town~
ship 10 north, Range 3 west, S.B.B.& M. and vicinity, near Hinkloy, and
Tract No. 3309, and vicinity, near the City of San Bernardine, San
Bernardino County.

RATES Por Meter
Per Month
Quantity Rates:

Tirst 700 cu.fl. OF 1055 eevvevrccvescoscseas B 2.90
Next 4,300 cu.ft., por 100 cufbe. cecvecvcnnss <30
Next 5,000 cu.ft., per 100 cu.ftf. .eveevrcen.. 25
Over 10,000 cu.ft., per 100 cuft. .evveeecen.n L5

Minimum Charge:

. FOr 5/8 % 3/4=10Ch DOLET wevrvevenvronrsnesonnas B 2.90
For 3/4=inCh MOLOT eeevvvvecrencnremnoncesn 4.00
For l=inch meter eececees ceeeee cecssasen .25
For Ih-inch meter .ceeveve.. 10.C0
For 2=NCh MOLOT cevvererrvorrencccnnncs 16.00
For 3minch MOLOT ceeteccccccescossssnonns 26.00
Por L-ineh MOLEr ceteicvsecerrescconcoan 42 .50

The Minimum Charge will entitle the customor
to the gquantity of water which that minimem
charge will purchase at the Quantity Rates.
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Schedule No. KE-1

Kealor Tariff Arosa

CTNERAL METERED SERVICE

APPLICABILITY

Applicable to all metered water servicoe.

TERRITCRY

Xoeler and vicinity, Inye County.

BATES Por Moter

Quantity Rates: Por Month

Pirst 1,000 cu.ft. or 1658 ceveeevecc... ceeenees B 3.50
Next 4,000 cu.ft., per 100 cu.ft. .coecvveece.s .
Over 5,000 cu.ft., per 200 cu.f. .ececrvvenn.. .20

Minimum Charge:

Tor 5/8 % 3/L-20Ch MELOT cevvevevencrnreecacenss B 3.50
For 3/L~40CH MOTOT ceecvcecsnnocn. 5.00
For l-inch meter ...ee-.. crercecas 7.50
Por 13=inch MELOr iececocmrivsccccrncsces  25.00
For 2=inch moter cesecceccns 25.00

The Minimm Charge will entitlo the customer
to the quantity of water which that minimum
¢harge will purchasc at the Quantity Rotes.
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Schedule No. XE-2
Keoler Tariff Area

GENERAL FIAT RATE SERVICE

APPLICABILITY

Applicable to all water service furnished on a flat rate basis.

TERRITORY

Koelor and vicinity, Inyo County.

Per Service Connection
RATES

Par Month

l. For a single family residence or first
wmit of a multiple rescidenco, includ-

mgpremises LA A N & N N N NN NENENNENNYNNENENEX] $Aloo

a. For each additional residence,
rosidential unit or house trailer
lecated on the premises and served
from the same service comnection ...

ror each service station, grocery store,
barber shop or drug STOre ....ccesveesces

For each restaurant, bar or eating place,
with a seating capecity of 15 or less ..

a. Tor oach additional seat in excess
of 15 seats AP b rsoers AL B N A O W W ]

4. TFor the Sierra Talc Company, manufactur
ing plant ......-...I..'.O..!..I....'....

SPECTAL CONDITIONS

1. ALl service not covered by the above classificaticons will be
furnished »nly on 2 metered basis .

2. Mevers may be installed at option of utility for abeve clas~
sifications, in which event service thereafter will be furnished only
on the basis of Schedule No. KE-1, General Metered Service.

(T
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San Bernardino Tariff Ares

PUBLIC FIRE HYDRANT SERVICE

APPLICABILITY

Applicablo to all fire hydront service furnished to municipali-
£403, duly organized firo districts and other political subdiviszions
of the State.

TERRTTORY

The ares Ymown as Tracts Nos. 5714 and 6089, and the portiom of  (N)
the southeast quarter of the southeast quartor of Section 26, Townchip
10 north, Range 3 west, S.B.B.& M., and vicinity, neor Hinkley, and
Tract No. 3309, and vicinity, near the City of Sen Bornardino, San
Berpardino County. .

RATE Par Month
For each £iro hydrant scecececcrceces $2.00

SPECTAL CONDITIONS

1. Tor wator delivered for other than fire protection purpeses,
charges will be made at the quantity ratec undor Schodule No. SA-l,
Ceneral Metered Service.

2. The cost of 4nstallation and maintenance of hydrants will bo
borne by the utility.

3. Rolocation of any hydrant shall be at the expense of tho party
requesting relocation.

L. The utility will supply only such wator at such prossure as may
be available from time 1o time az & result of itz normal operation of
the systen.




