
Decision No. 

BEFORE PJ."rJ.oRo.m CO:.:r:.:ISSION 07 'TIIB 

In the r..:o.ttcr of the l...:9Plication or 
::'01'T1J\.~ D01:::STIC ,,;"!.P:7a. cot:? lJ:..'"Y , } 

a corporation, for Ca) ~ certitic~te ) 
of public convenience and necessity ) 
and (b) an order ~~thoriz1ng the issue) ~~plication No. 15278 
of first mortgage six percent sinking ) 
fund bonds. ) 

:Iowa.rd Su:"l" and C-corge '1. Eellyer, 
:Cor applicant. 

BY T'"£ C01~:rSsr ON: 

O?INIO~ 

:n the above numbered and entitled a~~11ca.tion Fontana .... 
Do~estic ~ater Company asks the Rnilroad Commission to make its 

order: as follows;-

1. 

., .... 

3. 

4. 

Declaring that public convenience and necessity re~uire 
the exercise by it o~ the rights ~d privileges 
granted it by the Co~ty or San Eernardino by 
Ordinance ~o. 291; 

Dccl~ins that present and ruture ~ublic convenience 
end nececsity require or ~111 re~uire the extension 
of its distributing syst~ throughout the terri-
tory kno~ as Fontana ~~row Route Tract referred 
to in Ordinance No. 291; 

;..~thorizing it, to c ... tecute a trust indenture to secure 
t~e payment of ~ authorized issue or ~400,000.OO 
of first mortgage six percent bonds dated Janu~ry 1, 
1929 and due j~uery 1, 195{. 

J.:.uthoriz1IlS it to issue and sell (;275,000 .00 o~ suoh 
bonds for the purpose of obt~in1ng fUnds to 11~ui­
date outst~d1ng indebte~ess aud to finance the 
cost of edd:tions ~d extensions. 

It a:9,ears the.t Fontana Dom.estic ~;'[~ter Company \ve.s organ-

ized on or about 1::arch 8, 1923, tor the purpose of acc.uiring a do-

mastic wuter ~ystem loc~ted in the uninoorporated to~~ or Fontana 
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and adjacent territory in s~~ B0rnard1no County then being operated 

.... ·i thout charge by Fontana :'aI'I:l.S Company. ECl'eto~ore the Corom!ssion, 

by Decision ~o. 13258, dated :~rch 14, lG24, (Vol. 24, Opinions and 

Orders of the Eailroa~ Co~i$$ion of California, page 603) made its 

order declaring that publiC convenience ~nd necessity re~u1red the 

exercise by cl'l'lice.nt of the rights and privileges Gl'o.nted it by the 

.soard of Supervisors of the County ot'8::m ..Bernc.!"dino, by O!"liinance No. 

213, and the extension by applicant of the syst~ ac~uired from Fon-

F 0. :m.$ C o::n:o:my ~ , and also authoriz1~ it to issue ~145,~OO.OO ot 

Tho ~rescnt ~pplicat1on indic~tes that applicant has issued 

to Fontane. Fc.m.z Company the ;::11.:0,400.00 of stock authorized by the 

tor~er deCision a~d has o.c~uired the w~te= system from ~ont~ Fa=.ms 

Company, and since such ac~uisition has ~de exte~s1ons, additions 

and better~ents thereto, financing the cost tnoreot largely with 

moneys obtained from Fontenc Fc-~z Co~pany. The additional co~struc-

t10n work, it appears, was done by Fontana Farms Compeny ~d billed 

to applicant at the actual direct cost. 

is c~ n~~ember 51, 192B, the company rc~orts its assets and 

ASSETS: 
],,1xed co,'Ol tal • • • • • • • • • • • .~;420 ,L,l;35 .53 

~ . 
Cash • • • • .. • .. • • • .. • • • •• 3,795.15 
Notes receiva.ble .. .. • • .. .. .. .. .. • 39.ZZ 
~ccounts receivable .. • .. • .. • .. •• 1,595.80 

Total assets •••••••••••••••• 

!. IlJ3 II. IT :reS: 
C;0.:9 i to.l stock .. .. • .. • .. .. .. • • . ::;1~5 ,400.00 
Notes payable-due Fontana Fe=ms 

Com}:)an:r • .. .. .. • .. .. 
",'..ccounts pt..ye.b:Le: 

Due system corporations .. • • 
Cons~ers' de~os1ts .. • .. .. • 
Z.:isoelle:c.eous ~.. .. .. .. . • • 

!nterest accrued • .. • • • .. .. .. 
Donations ~or construction .. • • 
Reserve for depreciation • • .. .. .. .. 
Corpor~te surplus .. .. • .. .. .. . • 

Total liabilities ••••••••• 
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185,000.00 

3,l83.l2 
53,814.20 

40.00 
ll,007.50 

858.00 
13,683.06 
12,8?7.03 

:,)425 ,867.91 



The revenues ~nd e~enses o~ the comp~ny to~ three ye~rs 

end1ng December ~lst,~d the number ot con~umers, have been reported 

o.s fol10\"ls;-

ITEM ~ 1927 1928 - - -
Ope!'o. t1ne revenues ~2Z,999.40 ~' ~6,977.10 • · · · -w:34. ,475.51 
Opere-tine expense:: · · · · 172352.~ 23 2105 .. 45 26 2475.89 

Ket operating revenues 6,6~6 .. ?2 11,370 .. 06 20,~Ol.21 
Les~: de!,rcciat10n • · · · 2~991 .. 41 8 l 860.14 4 2828.87 

~alance •.••••••••••••.•.• . ,3 ,645.:31: ;;2Jo09.9~ ··I5 0"'') ~ _J J .... 

l\"umber of consumers .......... 1105 ~238 l.390 

It now 10 reported teat Ordinance No .. 213, the rights and 

,rivileges of which the Commiszion in its fo~er decision authorized 

the company to execute, gr~ted the company the ~ranchise for supply-

ing with wuter for domestic purposes the inhab1t~nts in the twenty-

four sections of land. corr.m.ollly lalO'ml :::.:;; :::'ontano... This application 

shows that subse~uent to the gr~nting of that tr~chise certain lands 

adjoining the territory above reterred to and kno~ ~z ?ontana ~~row 

Route Tract, Tract No. 2102, were suodivided end placed on the ~rket 

~d sold to numerous persons who desire fro: ~pp11cant the service ot 

w~ter for domestic pu=poses. ~pp11cant accordingly has applied tor 

and received fro~ the Eoard 0: Supervisors a franchtse permltt1ng it 

to ~upplY this nC7I area. ~h1s franchise, it is reported, was sr~ted 

by Ord1~nce No. 291, paceed on October Zl, lG27. 

ordinance is filed herein as Exh1b1t "An. 

.1-. copy 0'1: the 

The Fontan~ ;~row Route~ract~ it appears, includ.es some 1300 

acres ot lands not covered by the orig1naltrcnchise. The ap?lication 

sho','rs that the company has constructed :::z.i:c.s 3.I:.d extensions 1r..to this 

aroa, ~t a cost aeerebo.t1ne ~36,999.7Z up to December 31, 1928, and 

no:; is sUJ;lply1ng about 150 cO:l1lect1011S 7.1 th water. It 1s estinated 

that additional cons~ers will be ac~uired ~t the rate ot approx~telY 

seventy So ye.ar. It se~s that there 1s no other source of supply 

available for 1nhab1t~ts 1n the region under discuss10n una wo believe 

that up~licant should be gr~ted cert1ficates ot public convenience 

-3-



and necessity, us applied for in this proceeding. It might be noted, 

in this connection, thnt no ~rotest has been ~de to the Commission to 

the granting of the applic~tion. Counsel fo= applicant has stipulated 

t~~t applicant will not in the ~tu=e cla~ ~ value for rate making 

purposes for the franchise obtained trom the County ot San Bernardino 

in excess of the o.ctual cost thereof. 

To tinance the cost ot the extensions and additions ~d to pay 

outstanding indebtedness, u~plicant proposes to execute ~-morts~e to, 

secure the :?e.yment o~ 0. totc.l o.uthol"izec. issue ot (;<:'00,000.00 of first 

morteaee six percent bon~s due January 1, 1954 ~nd to issue and sell, 

at this time, :)275,000.00 0:' such bonds .. It is reported that arrange-

:::J.ents he-ve b(~en :;-.ade to di sl'ose of ~-le5 ,000 .. 00 thereot e. t par in ex-

change-for the ~la5,OOO.OO note now outste,nd1ng, e.s ShOWll in the 1'o:=e-

c:01ne be.lo.nco sheet and to ::el1 the :::-0Llo.1n1ne ;:;~O ,000.00 at 95 porcent 

of face vo.lue. Permission is sought to use the proceeds tr~ the 3&le 

o~' the ~::90 ,000.00 of bond.s fo::.' the follo-:!ing 1)ur})oses;-
~o pay accounts due Font~na Fer~ Co:p~y • • • • • 
To ~~y accrued and accruing interest on the 

0185,000.00 note ••••••••••• 
70 finance in part lSZ9 and 19~O construction ox-

-per.c.i tures (p::'oceeds from sale of ::;75,000. 01' 
bonds) •••.••• '" •• ,. .. • ••••••. 

Total ••••••••••• ·•• 

• :;5 ,4~Z. 61 

7,816.-'9 

71,250.00 
~:;85 ,000.00 

It appears th~t the com?any propose~ to sell at this t~e 

only ~;15 ,000 .. 00 of bonds to pay the first two amoUllts in the c.bove 

tubulatio~ ~d to cispose ot the re~ining ~75,000.00 ~rom time to 

t~e ~s it proceeds with its construction work. 
The c~pany reports that the amounts due Fontana FaDnS Com~ 

pany '::0re incurred !'or new const=,j,ct1o:l and e::r.tensions, additions ani 

bctter~ents, including those ~de into the FO:ltpn~ :~row Route Tract. 

~ne financial stat~ent covering the company's business and properties 

for the calendar year 1028 shows its investment in ~ixed capital at 

the closo ot 1926 c.t ~4Z0,435.63, against which the~e is outstanding 
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only the :~1'15 ,400.00 of' stock 8.\:.tho:-1zed by the Commission in its 

fo:-me:- decizion ind1c~ti~g that the additions ~de since the ae~u1-

sition by ~pp11cant ot 1ts w~te= eystem,~ounting to ~275,036.63, 

· .... ore financed th::ough current 11:!bi11 ties o.nd consumers' deposits 

~nQ moneys reDresented by 1ts reserve for depreciation and corporate 

surplus. ~ih11e it is true that ~pp11c~t is csk1ng permiss10n 

to use ~,7 ,816.49 of proceeds to be received :f'l'0Ill tho sale of 1 ts bond::: 

to p~y interest on ~ounts due ?ontana Ferms Company, yet it clearly 

appears that ap~11cant's surplus earnings bave been invested 1n its 

properties,and it occurs ~o us th~t ~pplico.nt properly mey use these 

yrocceds to reimburse 1ts tr8~su=y and thereafter to pay, in p~=t, 

its accrued interest • 
.c\.ppl1cant ha::: ::::iled with its petition c. report U!ld vc.luatlon 

1'1'(~pured by :r.B .Li?pencott showing in deta1l the propert1cz or1eino.11y 

ac':".uired by ~:oplicant Cl.:ld subsellUe:lt c.ddi t10r:.s up to July 1, 1928. 

In the rc~ort tho ectimnted ro,roduction cost ot the properties is re-

ported Sot (',~46 ,3~9 .00 and. the ·present value, atter deducting dcprecio.-

t10n cOtlputed on the six ~el'cent sink1ng fund b:::.sis at ~;4U,10'-.87. 

It is alleged tt~t the reproduction cost is subst:::.ntio.lly the ~e as 

tr~e histor1cal cost:) bcc:.usc ~oot of t~e construction work has been 

done in the last five years. 
~hc est~ated constructior:. cxpend1tu=es during 1929 and 1~30 

arc :-eportec. at ;;107,136.75 J consisting of' the tollow1nS;-

?IPZLThl"£S:. 
119,700 teet 

57,780 " 
2,640 " 
O,2~0 " 
1,320 " 

of two inch pi~e • • • • • 
"four" "' . . . 
" six" "..... 
" eieht " "....... 
" ten" "........ 

S~b-total •••••••••• 

~.Z5 ,928 .. 00 
26,001.00 
1,716.00 
7,854.00 
1,452.00 

~;72 ,901.00 

Connections for 6g0 ne ... : consumers • • • • • . . 5,983.25 
7,202.50 

21,000.00 
~;;:lO? tl~o. 7:> 

:.:eters fo:" new cons~erc • • • • • • . . • 
Ne',',: reservoir . . . . . . . . . . . . · . . . 

~otal •••••••••••• 
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7he proposed t~ust incenturo to secure the puyme~t of the 

bonds will provide tor a total issue or ~OO,OOO.OO of bonds, of 

which :~:200,000.00 may be issued forthwith by the companj', and ~;200,000. 

~y be issued in ~o~ts not exceeding seve~ty percent ot the ~oney 

actually expended by the CO::l:pa.:o.y ~'or iI:lprove:nents, acq,u!.s1 tions e;d 

betterments, when the net e~rnines of the company app11cub~e to the 

pay:nent of' bond interest for any t';:elve consecu~ive mO:lths during -:he 

fourteen calendar ::lonths next prior thereto, e~ual at least one and 

one halt times the annual 1nterest charges o~ the bonds then outstand-

ing und on those to be then issued. The ;~75 ,000.00 0:: bonds proposed 

to be issued to finance 1~29 and 1930 constr~ct1on costs ~re a part o~ 

the remaining .;,:200,000.00 0;: bonds :'/hose issi.:e is subject to the 

property an~ e~rn1ngs restrictions referred to herein. 

to support a bond issue of ~200,OOO.00. Some doubt, however, might 

~e raised a ... ~ ~o it ... ~ ~·o~.11~y 7.0 ~eet ~-·e~ee· ch~~Nes on ~27~ 000 00 .., _ _ _ _...... ~'" ... U!" ...... \::>" ":I v, . 
and, further, it is not clear if it is in a position to request the 

trustee under its proposed trust indenture to certify the addit1o~al 

~75,OOO.00 o~ bonds. T~e request to issue these bonds, ~h~retore, 

":/ill not 'be s=c.nted c.t tb,1 s time. :t in the future tho company finds 

it cun mske the showing re~u1=ed in its trust indenture it C~ at that 

time file 0. new applicat10n. 

The order herein ~ccordingly will ~uthor1ze the izsue ot 

~200,OOO.00 of bonds. Such s.utho: i ty, hO":lever, 1,':111 ::lot become 

~ffective until t~e Co~~ission by ~ sup~le~ental order herein has 

c.utho~lzed the e::ecution o~ c. t:ou::;t inde::c.t't:.re to secure the payment 

of tr..c bonds. ~~e instr~~ent as =ow filed cont~in$ certain teatu:es 

\':hich "::e believe should 'be cl:e.nged. 

,. 
0-

Co~sel for applicant h~s been 



advised ot these matters. 

FO!lt:.ne. :;:)omeztie "::ater CO::l.pc.ny, having applied to the Rail-

road Cocmission tor cert1t1cates of public convenience and necezsity, 

~!lQ for permission to execute ~ trust indenture and to is=ue and sell 

bo:J.e.s, c. public hearing h~ving been held before Zxe.rn.i:c.er EO':'/ell and the 

Commission being of tbe opinio~ that the application should be eranted, 

to the extent indic~ted i!l th1: order, and that the issue o~ 0200,000. 

of bO!lds is reasonably re~u1red by applicant for the purposes specified 

herein, and th~t the expenditures ~or such purposes arc not reasonably 

chargeable to operatine e~pe:J.ses or to income, 

TI-:Z ?J:.lLEOAD COI.~:!sSIO~' :::RZEY DECL1~S that present Olld 

future public convenie!lce re~uire, ~d will re~ulre, the exercise by 

:~ontc.na DO!:lcstic '::c..ter Comp~y 0:' t=.o riGhts and privileges granted it 

by the BOCl~d of Su~ervisors ot the County or Sc..n 3ernard1no by Crdi-

nence Ko. 291, adopted October 31, 1~27, e..nQ the extension by Fontanc. 

!)0::nest1c :'[ater Com:pany of' its present c.ist:-:l.ot.:.t1:J.e system. tb:-oughout 

the territory 10lO~ as Fontana l=row Route ~ract, Tract 2102, rc~erred 

to 1n said Ordinance No. 291. 

I'!' IS I-::':-::::SY CRD:::P.ED that FO:lte.::lZ. Domestic ~:;ater Co::upany be, 

une. it r.ereby is, a.utllo!'ized to issue not exceeding ~:;200 ,000.00 ot 

firzt morte~ge eiA percent bonds due Junuary 1, 1954, and to zcll 

:::185,000.00 of such bonds at par, plus accrued interest, or exchs.nge 

'them for So like amount of notes :p~.yable, and to sell (15,000.00 of such. 
oonds ~t not less than 95 ~e=cent of t~cc ~alue ~lue accrue~ interest, - -
anc:. to 1),SO the pl'oceeds to be received 1'l'o:n the so.l.e o~ its 'bonds to 

~a~ outcto.nding indebtc~ezs ~nd to l'ei~burse its treasury, as 1nd1-

cated in the fo~egoing opin1on. . . 
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1 t 1!1volvez the :l.zzue 0'1: (r 75,000.00 0:" 'bon,h~ be, and it hereby iz, 

d1cmi ssed · .. :1 thout pre judi ce. 

Tho a.utho:ri ty herein s=c.ntecl is subject ~o the !'ollo\1ing CO::l-

1. ~ppllc~t zhall pl~co into 0~tect in ttc ~O::lt~~ Lrrow 

1929. 

., 
OJ • 

Route ?r~ct the s~e rates, rules ~nd regulct1o::lS ::lOW 

proviQod ~or its present operat10ns. 

~pp11c~t :h~ll keep such record of the issue of t~e bonds 

herein authorized and of the disposition of the proceeds 

as ~ill enable it to tile, on or before the 25th·d~y 

O~ euch month, a veri~ied report, as re~u1red by the 

insofar as ~~p1ica.ble, shall be 11adc e part of this 

3. ':':'10 authority herein granted to issue bonds will become 01:-

f'ective :v'hcn a.!?plic~t has paid tr:.c tee prescribed by 

:3ect10n 57 o'!: tr:o ?u"o11c "Gtili ties .. \.ct, which tee 1s 

':;;0 Eundred (::;200.) Dollas, ane. \':hen the CODlI:li ssi on by 

su,p18menta1 order has authorized the execution of a 

truzt indenture to secure t~e pa3~cnt of said bonds. 

:JL.TED a.t Sc.n ae.nc1sco, CaL i:ornio., this 

~ ------I u-u 
! 

~~ ~ommlSS10ners. 


