Decision No.

BEFORE THE RAILROAD CQMISSION OF THE STAIR OF CALIFORNIA.

In the Matter of the Application of
FONTANA DOMESTIC WATER COMPANY, a
corporation, for a hecring wpon its
1nterpretation and enforcement of
rales and regulations and investiga-
tion of complaints.

Application No. 13508.

Vel e P Ul Ve B s eV e

Leonard, Swrr and Hellyer,
by G.W. nﬁlh}‘er &nd. FQ.A.Q I;eon&rd. .T‘.l‘.,
for Applicant.
Emoxry 3. Taylor,
Tor certain Complainants.
BY THE CQMMISSION:
CPINION

Fontana Domestic Water Company, & corporation, applicant
in tkhe above entitled proceeding, is engaged in the public utility
business of supplying water for domestie and other purposes to
consumers in and in the vicinity of the Town of Fontana, San
Bernardino County, Califorrnia. The application élleges in effect
that the territory which applicant has endeavored to serve is a
rural community which, witlin more receat years, has greatly
developed and increased in §0pu1ation; that applicant has from
time to time been extending its distribution gystem to supply
water £t0 new consumers and that in making the necessary extensions
t0 its distridution system various problems have arisen as to the

proper method of charging certain consumers for portions of the

cost thereof not clearly provided for in its rules and regulations

.




governing suoh extensions. It is further alleged that several

complaints have been made by consumers and applicants for water
service as to the interpretation placed by the company upon its
rules and regulations in comnection with the e¢harges for extensions
of service; wherefore, it is requested that the Commission in-
vestigate the conditions existing on the system and the complainis
made by consumers and any persons whomsoever regarding the service
0? applicant and Lts interpretation and enforcement of its rules
and regulations.

A public hearing in this matter was held at Fontana
after dve notice thereof had been given so that all inﬁerestea
parties might appear and be heard.

The Fontara Domestic Water Company, & corporation, was
organized on of about the eighth day of March, 1923, by the
Fontapa Farms Company, & ¢corporation engaged in the business of
developing‘and selling for faming and residential purposes small
parcels of land, in & total holding of about 17,000 acres which
it owned or controlled. With the exception of qualifying shares
for Directors, the entire capital stock of the water company is’
owned by the Fontana Farms Compaxny. The Fontana Domestic Water
Company was organized primarily to«ielivef water for domestic and,
t0 a limited extent, also for irrigation yurposes to the residents
of the unincorporated Town of Fontana and to the purchasers of
property from the Fontana Farms Company. D2rior to the organiza-
tion of this water company, the distriet was served with water
by a distriduting system owned by Fontana Farms Company and
operated under lease by the Rialto Domestid Water Company. The
lease expired in 1923 after whica the properties reverted to the




Fontana Farms Company which convinued 1o supply water through the
system without charge wntil a cextificate of public convenience
and necessity was granted to the Fontane Domestic Water Company

by this Commission in its Dec¢ision No. 13268, dated March 14, 1924.
Subsequent thereto, the company submitted to the Railroad Comnis-
sion rates and also rules and regulations governing the relations
of the utility with 1ts consumers, which were accepted for filing
on the twenty-sixth day of April, 1924. These rules so filed con-
tained the following rule governing maln exteasions, which rule

was in effect until amended in 1926,

"™o. 20 - WATER MAIN EXTENSIONS

Tke Company will extend its water distridution
main to new consumers at its own expense when the
total length of main recuired is not in excess of
150 feet per comsumerx.

If the total length of main reguired is in ex-
cess of 150 feet per consumer, the consumer or cone
sumers to be sexrved will be required to advance that
portion of the cost of such extension over and above
the ¢ost of the equivalent of 150 feet of main per
¢onsuner, and the momey so advanced will be refunded
{n amounts equal to the cost of a 150 foot extension
suck as would normally be made free for each addition-
al consumer whose sexvice shall be taken off the first
extension witkin a period of ten years for boma fide
applicants from the making of the first extension,
but in no case shall the refund exceed the original
deposite.

Water main extensions may be made by special
arrangement under the guarantee of definite minimum
payments and wpon vrivate vroperty under good snd
sufficient rights of way subject to the gemeral rules
and regulations of the Rallroad Commission of the
State of Califormia in the territory whexe that Com-
mission ras Jurisdiction.”

An amendment to the rules and regulations was ascepted
for filing on April 15, 1926, wherein the above Rule No. 20 was

anended and nodified-as follows:
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"Wo. 20 - WATER MAIN EXTENSIONS

(A) To Individual Consumers.

FIRST: The Company will extend its water dis-
tridution mains to new consumers at its own expense
when the total length of main required to conmeot
to the nearest existing main of adequate capacity is
not in excess of one hundred f£ifty (1850) feet per
consumer,

SECOND: If the total length of main required
1s in excess of one hundred fifty (150) feect per con-
sumer, the consumers to he sexved will each be re-
guired to advance hiz pro rata share of the cost of
such extension less the cost of the equivalent of one
hundred fifty (150) feet of main for each such pro
rata share, and the money so advanced will be refunded
to them out of similer advances to be peaid by future
consumers connected to such extension, provided that
no refunds shall e made to consumers already served
after ten years from the date of the completion of
any such extention.

(B) To Subdivisions.

The regulations given under Section A of this
paragraph No. 20 shall govern in the case of extensions
to subdivisions as well as to individual consumers,
with the following exeeptions:

FIRST: All extensions within the limits of
the subdivision itself shall be pald for dy the pro-
moter or subdivider thereof, the actual work of lay-
ing such cxtensions t0 be done Yy the Company or by
a countractor acceptable to it and the size and guality
of the pipe usel to be acceptable to the Company, and
the money s0 vaid to be refunded by the payment by
the Company of the equivalent of the cost of one
hundred and Lifty (150) feet of main for each bona
fide ocoxnsumexr connected thereto within ten years from
the date of completion.of such extension.

SECOND:z XFor such extensions as may be necessary
to connec?t the nearest existinzg main carrying an
adequate supply of water t0 the nearest poirt of a
subdivision, the promoter or subdivider shall de re-
quired to advance the total cost of same and the noney
80 pald skall be refundeld to the subdivider out of
vayments to be made by future consumers conmected to
such main in the same mammer as provided for individual
consumers under subread "AT above.™

From the evidence, it appears that the area which the

Fontana Domestic Water Company now serves and has undertaken to

gerve covers several square miles and is only sparsely settled.
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¥ost of the consumers reside on lots or parcels of land containing
originally five, ten or twenty acres. Many of these tracts have
since been cut up by the ownefs into smaller holdings. The rea
sult has been that the utility has been forced to install long
seotions of mains t0 serve a comparatively few consumers. In
order to provide domestic water sexrvice to purchasers of its lots,
the Fortana Farms Company, through a so-called "gentlemen's agree-
zent™ only, agreed 1o provide domestic service 10 any purchasers
in the first section marketed for the payment of $15C. without
refund privileges. XZowever, in the subsequent marketing of other

sections, the Fontana Farms Company made 1o suoch representations

as to additioral costs to be incurred by the purchaser foxr the

extension of domestic water service. As explained by the company's
officials, the reason for this d&ifference was that in marketing
the original section no part of the water development and installa-
tion costs was charged up against the land, so that, in order to
provide a water system t0 serve the widely scattered purchasers,
it was considered necessaxy that the Fontana Farms Company receivwe
some reimdursement for the cost incurred therefor but, however, in
the case of more recent sections, the difficulties emcountered
through the charge of $150. for water service were eliminated dy
absorbing the water development costs in the purchase price of
thehland.

By reason of the fact that the officials of the Fontana
Farms Company and the Fontana Domestic Water Company to all
practical purvoses are identical and that the offices of the two
companies are in tiae same duilding, confusion axnd misunderstand-
ing neturally and inevitably have resulted when prospective con-
sumers have applied for water service. A great majority of the

applicants for water service have been told that, before service
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would be »endered, it would bde necessary to pay the sum of $150.
Other consumers, served by the same systen and residing in the
tracts whexre no charge was regquired by the Fontana Farms Company
for water main extenaions, have bYeen supplied without the pay-

ment of any amounts to either the Fontana Farms Company or the
water company. Im other instances, charges heve been required
ranging from & few dollars to over a hundred dollars. Naturally,
this discrimination has created a great amount of dissatisfaction
anong the wavter wsers who in the past heve bheen, and the applioants
whe even now are, required to pay the sum of $150., or some othexr
anownt, for service. The entire dilficuliy hﬁs been caused by

the improper and umnecessary intexmingling of the real estate
operations of the Fonlana Farms Company with the bYbusiness of the
public utility water system, resulting in the inebility of the
public utility patrors to learn of tkheir ull rights to water
under the utility. In so far cc this Commission is concerned,

axy arrsugemenis entered into by and between purchasers of prop-
erty and the Fontama Farms Company, placing restrictions or con-
ditions oxn the right to »ecelve pudblic utility water service from
the Fontana Domestic Water Company other than such requirements

as provided in the company's mles and regulations, are in no
manner waatsoever binding upon the wtility, nor would'such arrange - .
ments preclude any of itc patrons from recelving sexrvice under its .
effective rules.

This Commission requires all pudlic utility water systens
to make extensions of sexvice to each and every bona fide applicent
therefor within their dedicated areas, upon compliance by such
applicant with the terms and conditions of reasonsble rules and
regulations which have been accepied for filing or established
heretofore by this Commission. These rules now on file, as well

as the rules heretofore in effect, contain no reference whats0=

ever to the requirement of the payment of $150. without refund
~6m -




privileges, or any other sum, as a conditior to the rendering of
cervice but do specifically require the Fontana Domestic Water
Company to extend its mains 150 feet at its own expense to serve

each "ona fide applicant, the cost of any extension in excess

taereof to Ve pald by the applicant subject to refund as pro-

vided in said rules. 41l charges, if any, other than the above,
nade by this water compény as a condition precedent t0 the ex-
tensions of water service since the granting to this company of
its cexrtificate of public convenience and necessity, to wit,
Mareh 14, 1924, are irregular zand impropei and should be :é-
turned.

Attention is called to the faet that the origirnal
Extension Rule No. 20 did not give this utility the right to
cnarge o new consumer for any part of the c¢octs of s malin ex-
tension then installed and for which the cost thereof had al-
ready been depozited by come other consumer or consumers. Such
right 4id not become effective until the modified rule was filed
on april 15, 1926; It follows therefore that any charges made
zgainst coasumexs prior to April 15, 1926, for main extensions
already in vlace and for which deposit had zlready been made are
illegal and shouwld be refunded. This utility zas fallen into
the error of designating as an extension practically every dis-
tridbution main relocation and replacement and also has o classified
transmission mains installed to swoply old territory, in whole or
in part. Applicants for service from such mains are not chargeable
for any part of the ingtallation costs therecof under the gulse of
an extension. Obviously, Transmisslon lines laid for the purpose of

supplying subdivisions are not properly considered as extensions




in 80 far as individual application for'service therefrom is
concerned. The adsurdity of a contrary coneclusion is well
i1lustrated in this instance where the comp &Ny, in classifying
as an extension the so-called Base Line Transmission Main laid
at & cost of several thousand dollars %0 serve a uewly subd-
divided tract owned by the Fontena Farms Company, could, undex .
such interpretation, charge a single applicant for service from
this line one-helf of the entire cost thereof.

While the officials of the Fontana Farms Company have
alleged that the charge of $150., as collected from certain
consumers for the extension of domestic water service, has been
made by the Fontana Farms Company itself and was not made by,
or in any way comnected with the utility, nevertheless, the
comnuni ty of interests between the water company and the
Fontensa Farms Company has dbeen, and now is, such as to place
applicants for wéter service in a position where they have been,
and now are, unable to find out Just what their legal rights
to public utility water service are, or to take advantage of
them. However, the evidence oconclusively shows that no efforts
whatsoever were made by any of the officials or represeantatives
of either the Fontanma Farms Company or the utility to explain to
the applicants for water service their rights under the utility's
rules and regulations, which information such applicants in all
fairness were entitled to in 2 situation so e¢londed by the un.
necessary intermingling of Aivergent interests. As a matter of

fact, the offer of the Fontana Famms Company to pay for the ex-
teneion of water service to any purcheser of property within

certain of ita tracts for an expenmditure of $150, has
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enabled a great number of consumers to odbtain domestic water

sexrvice which uwnder existing rules of the public utility would

be wholly wnremunerative to the uwtility and economically im-

p038sible for the consumers by reason 0f excessive cost.

In all cases in conmection with the extension of water
sexvice Yy the utility to tracts of land to be subdivided and
placed upon the market by the Fontans Farms Company or any Other
concern, the subdivider should de reguired to pay for the full
initlal costs of the piping of the subdivision, as provided in
Section (B) of Rule No. 20. Under this rule, the subdivider is
substituted for the individwal comsumer and upon the piping of
the tract no charge thereafter may be assessed against any of
the consumers in the subdivision for any part of the costs
properly chargeable to the subdivider. From the evidence, it
appears that in piping uew projects of the Fontane Farms Company
this concernm hes not been required to pay for the installation
costs as would be required from any outside operator, firm or
individual, but, in certain cases, these subdivisions have been
treated in the same mamnexr as & regular main extension wherein
the consumers themselves are required tc pay the costs or por-
tions thereof. The piping of subddivisions is an eantirely differ-
ent matter from the extension of mains for individual consumers
and failure of 2 utility to recognize this fundemental aistine-
tion is bound to result iz confusion.

Paragraph (A)--SECOND--of Rule No. 20, "WATER MAIN
EXTZNSIONS™, providing for the refunding 10 the original de-
positor or"depositors from moneys to be obtained through similar
deposits to be charged against future consumers connmected to the
same extensioxn has in this case, as in most others in the past,

resulted in great confusion and im a multiplicity of charges
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and accounts made necessary to handle such a transaction. Although
this rule is unguestionadbly fair to all parties concerned and is
primarily intended to eliminate the disadvantage resulting from

the vractice of requiring one consumer to stand the entire cost of
an extension while permitting subsequent consumers to obtain service
from the same lime without paying any part of the cost thereof, yet,
o great are the complications which have resulted in the applica-
tioﬁ 0% this rule in the present imstance, that we believe it
should be modified and emended so that subsequent consumers coming
on a wain extenslon, the initial cost of which has already been
advanced by one comsumer, Or by two or more consumers where joint
application has been made, may not be required to make any de-
posit for service and the original depositor or depositors may re~
ceive reimbursement upon the basis of the cost of 150 feet of such
original main extension for each new consumer comnected thereto.
This will eliminate the serious difficulties now experienced from
charging.new consumers with varying portions of the costs of main
extensions heretofore made. In this commection, we wish to
reconmend t0 this company that, in view of the past misunderstand-
ings, the company place in effect at once the new extension rule

as set out in the following order as to those extensions made

under the médified rule of April 15, 1926. The company can well
afford to stand the small expense involved in return for the
restoration of harmony and better public relationship which will
result, together with the benefits aceruing from the immediate
simplifying of the entire extemsion difficulties.

In conneotion with those consumers who, subsequent %o

March 14, 1924, have beexn required to pay the sum of #$150., or

any other amounts, to the Fontana Farms Company, we sﬁggest and
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recommend to this company thet it return all such amounts to
the Gepositors. The Commission is furthermore of the opinion

that any deposits of $150., or any amouﬁts other than such as
are provided for in the rules and regulations of this utility
as then in effect, whioh have been nmade Dy consumers to the
Tontana Domestic Water Company subsequent t0 the granting of
its certificate of public convenierce anld necessity, to wit,
March 14, 1924, are illegsl and should be refunded by the water
company to the consumers either in cash or by way of credit on
the monthly bills of such consumers to the extent of 50% o2
said bills until satisfied, 1t being understood that the
present Rule No. 20, entitled WATER MAIN EXTENSIONS, did not

become effective until the fifteenth day of April, 1926. Here-

after, this utility shall extend service to all bona Tide
applicants strictly im conformance with its rules and reguls-
tions on file with this Commission and as modified by the order
herein, irrespective of any contracts or sgreements containing
provisions coxntrary % said rules and regulations which may, or
are alleged to have deen entered into between the applicant for
such service and any person, ri;m or coxrporation other than this
wtility. It is further recommended that this wtility either
arrange to move its office to some new location not occupied by
any department of the Fontana Farms Company, or t0 identify the
water company's office by comspicuous signs or otherwise in
order %0 make it apparent to all having dealings with the atility
that such dealings are not being transacted with the Fontana
Farms Company. IYmmediste steps should be taken also Ey the
utility to print and distridute to all its consumers a conplete
and acocurate copy of its rules and regulations as amended herein,

and hereafter a copy of said rules should be presented to each
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applicant for water service at the time application is nmade,

In fairness Yo the Fontana Domestic Water Company and
the Fontana Farms Company, it should be stated that this applica-
tion was filed with this Commission by the water company for
the purvose of enadbling the utility to interpret properly its
rules and regulations and t0 remove any cause for complaint
which cexrtain of the consumers may now have, or have had in
the past, over its regquirements for the iendering of service.
For obvious reasons, neither the Fontana Farms Company noxr
the Fontana Domestic Water Company will be specifically di-
rected in this proceeding to make the refunds recommended here-
in; however, in the event that such refunds should not be =0
made within a reasonable time, this Commission, in order to
protect the rights of the consumers, will take the necessary

neasures to insure full compliance therewith.

Fontana Domestic Water Company, & corporation, hav.
ing made application to this Commissgion for interpretation of
its rules and regulations and for an investigation into con-
ditions existing on the system resulting rrom‘oertain praoctices
heretofore indulged in concerming charges for the extension of

water mains t0 new consumers, & public hearing having been

held thereon, the matter having been subtmitted and the Commis-

sion Vbelng now fully advised in the premises,

IT IS HEREBY ORDERED that Rule No. 20, WATER MAIN
EXTENSIONS, be and it is aereby cancelled and rescinded axd,
in place therecf, Fontana Domestic Water Company, & corpora-

tion, be and it is hereby directed to file with this Commis-
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sion within thirty (20) days from the date of this orfer the follow-
irg rule and regulation covering water main extensions, effective

ags 0F the date of this order.

RULE N0. 20 - WATER MAIN EXTENSIONS

General Extensions:

The company will extend its water distribution
facilities to rew consumers at 1is own expense
when the total lengta of main extension Lron
the existing facilities required is not in ex-
cess of 150 feet per consumer. If the total
length of main extensicn required is in eXe
cess of 150 feet per consumer, the consumer

or consumexs applying for such service will be
required t0 advance that portion of the reason-
able estimated cost of such extension over and
above the estimated cost of the said 150 feet
of main per consumer, provided, however, that
in no case shall the above estimate be based
upon & main in excess of four (4) inches in
diameter and the money so advanced will be re-
funded upon the basis of the cost of 150 feet
of main for each additional consumer served
from the extension for which deposit has bteen
made within & period of ten years, dbut in no
case shall the refund exceed the original de-
posit. JAdjustment of any substantial differences
between the estimated and the reasonable actual
008t shall be nmade after completion of the
installation. No deposit shall be required from
an applicant requesting service from & maln ex-
tension already in place.

Txtensions to Serve Tracts or Subdivisions:

Applicants for extensions t0 supply real estate
tracts or subdivisions will be required %o &e-
posit with the company the estimated reasonable
cost of the necessary facilities, exelusive of
service connections and meters, before construc-
tion is commenced. The size, type and quality
of the materials and location of lines shall de
specifiel by the compeny and tThe actual con-
straction will be done by the company or by a
contractor acceptadble to it. JAdjustment of any
- substantial differences between the estimated
and the reasonable actual cost shall be made
after completion of the imstallation. Refunds
shall be made for each bona fide consumer within
the subdivision uwpon the basls that the cost of
each 150 feet of main within the subdivision
bears to the total amount of the original deposit,
provided no refunds shall be made after a period




of ten years from the date of completion of

the installation. In case of disagreement

over size, type and/or location of the pipe

lines, the matter may be referred to the

Railroad Commission for adjustment.

IT IS HEREBY FURTHER ORDERXYD that Fontana Domestic
Water company; a corporation, filé with this'Commiasion, within
thirty (30) days from the date of this ordexr, a statement show-
ing the name of each consumer required to make a deposit with
either the Fontana Farms Company or the Fontana Domestic Water
~ Company, tOgether-with the address of each such consumer, the
amount deposited and the date thereof; said statement shall
also show for each such consumer the total smount of refunds
due under the rules and regulations in effect at the time of
making the deposit, the detes and amounts of refunds, if any,

made and the basis of sueokh refunds; thereafter and until di-

rected otherwise by this Commission, & monthly statement srall

be filed by sald Fontana Domestie Water Company, setting forth,
in asddition to the data required adove, the a&ounts, it any,
refunded to consumers a3 set Lorth in the Opinion whieh pre-
cedes this Order.
For all other purposes the effective date of this
order shall e twenty (20) days from and after the date hereof.
Daeted at San Francisco, California, this Z{ 7 day

, 1928. f
‘-’LM_

)

Conmissloners.




