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EEFOAE T-F RATLROAD COLLISSION OF THE STATE OF CALIFCRNIA

In the Latter of the Lpplication of
PONTANA DOLESTIC WATER COLPANY,

a c¢orporation, for (a) a certificate

of public convenience and necessity

and (b) an order authorizing the issue

of first mortgage six percent sinking

fund bonds.

Lyplication No. 15278

Lo L L NEEL W L L e

Cond

Foward Surr and Ceorge 7. Eellyer,
for cppllicant.

BY THE COLMISSION:

Q2 INZIONXN

In +he above numbered ané entitled application Fontare
Domestic Water Company aske the Railroad Commission to meke its
order: as follows;=-

l. Declaring that pudlic convenience and necessity reqguire
“he exercise by it of the rights exnd privileges
crented it by the Couxnty of San Sernardino by
Oréinence No. 261;

Declaring thet present and future public convenience
end necessity require or will require the extension
of its distridbuting system throughout the lerri~
tory Xnown as Fontene Arrow Route Tract refexrred
to in Ordinance No. 2%1;

Authorizing it to cxecute & trust Iindenture TO secuXe
tne payment of en authorized iscue of 400,000.00
of first morteage six percent bonds dated Jamuery 1,
1929 end due Junuery 1, 1954.

Luthorizing it to issue andé sell £275,000.00 ol such
bonds for the purpose of obtaining funds to ligui-

ante outstanding indedbtedness and to finance the
cost of cdditions anéd exteasions.

It appears thet Foutane Domestic Weter Company wae orgen-
1zed on or about ifarch 8, 1523, for the purpose of sccuiring a do-

mostic water system locuted in the unincorporated town of Fontane
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and adjacent territory in San Bernardine Couniy then being operated
without charge by Fontaxns Farms Company. Ecretofore the Commission,
by Tecizion No. 13268, dated larch 14, 1624, (Vol. 24, Opinions and
Orders of the Reilroeé Commission of California, pege 603) mads its
order declaring thet public convenience snd necessity reqﬁired the
exercise by opplicant of the rights and privileges granted 1t by the
Board of Supervisors of the County ofizn Zarrardine by Ordinance No.
213, and the extension by applicant of the system accuired from Fon-
téna Farmms Company, and also authorizingvit to ilssue $1495,400.00 of
common stock to pay for the properties referred to.

The wresent application indicates that epplicant has Ilssued
to Fontana Farms Company the L145,400.00 of stock authorized by the
rformer decision and has acquired the weter system from Fontanz Farms

Compeny, and since suck acguisition hes made extensions, additlons

and betterments thereto, financinmg the cost thoreol largely with

moneys obtelned from Fonterme Farms Compeny. The additional consiruc-

tion work, it appears, was dome by Fortens Farms Compeny exd billed

to applicant at the actual direct cost.

f
Lo of Docenmber %1, 1088, the compeny reports its assets and

liabdilities as follows;-

ASSETS: i .
TTTTFxed cADITEL o b v v e 0 0 s s s o 20420 ,430.63

Cash - - L ] - * - - - L ] - - L ] - - - L ] 3,795 ‘15
Notes receivable . . & « ¢ =« o « « & 39.33
Loccounts Tecelvadle o o o o o s s e e 1,596.80 )

T0t2) 2558YScavecssancvacens uéas,sev.gé

LI/BILITIES:

Copital s%0Ck o« &« ¢« o & o - o .
Noves payable-due Tontens FaIms
Compantly « « « - = 185,000.00

Accounts payedble:
Due system corporations . 3,.83.12
Consumers' devosits . . . 53,814.20
Wigcellaneous « « . .« . 45.00
Interest acerued . . o . o o . 11,007.50
Tonations for ¢omstruection . . 858.00
Reserve for depreciation . . . . . . 13,683.06
Corporate surXplus « « =« « » - . . 12,877.03
Totel liabiliticSececcaneee U425 ,867.91

. . 5145,400.00




The Trevenues and expenses of the compeny for three years
ending December 3lst,and the number of consumers, have deen reported
as follows;-

ITEL 1526 1927 1928
Operating revenues . . . . +2%,999.40 534,475,851 $4:6,977.10
Operzting expenses . . . . 17,362.08 23,105.45 26 ,475.89

Net operating reverues 6 ,686.72 11,370.06 20,00k.21
Less: depreciation . . . . 2,591.41 8,860.14 4,828.87
L8laNCO v estensacensaneas 0,640.3 e ,005.92 Llo,872.94

NUmbor OFf CONSUMErSeesanoss- 1106 1238 . 1390

It now is reported that Ordinance No. 213, the rights and
wvrivileges of which the Commiszion in its former decision avthorized
“he company to cxecute, granted the compeny the Irenchise for supply-
ing with water for domestic purposes the inkaditants in the twenty-
four sections of lend commorly kmown as Foantana. This application
shows thet subsequent to the granting of that franchise certain lands
adjoining the territory above rcferred 1o and Jmowa s Fontana AXTOW
Route Tract, Tract No. 2102, were suddivided and placed oz the market
and solé “o nuwmerous persons who desire from spplicant the service of
water for domestic purposes. Applicant eccordingly hes applied for
and received from the Board of Supervisors a Ifranchise permiiting it
to supply this pew area. This franchise, it is reported, was granted
by Ordinance No. 291, passed on Cetoder 1, 1927. T pd
ordinance is filed herein as Exhidit "A".

The Fontans Lrrow Route~Truct, it appears, includes some 1300

acros of lands not covered vy the origimal Irenckise. The application

shows that the company has constructed mains and extensions zto this
area, ot & cost aggregating 36,999.7% up to December 3L, 1928, and

now iz supplying about 150 conxectiions It is estipated
that additionai consumers will de accuired at the rate of approxiwately
seventy a year. It seems thot there is no other source of Supply
available for inhubitants in thc region under ¢éiscussionm and we believe'

that applicant should be granted certificates of pudlic coavenience
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ard necessity, os applied ror in this proceeding. It might be noted,
in this connection, that no protest has been nade to the Commission to
the granting of the edplication. Counsel for applicant has stipulated
that cpplicant will not in the future claim a value for rate meking
purposes for the franchise obtained from the County of San Bernardiro
in excess of the actual cost thereof.

To finance the cost of the extensions and additions znd to pay
outstending indebtedness, snplicant proposes to execute & mortgese 1o
seeure the payment o a totsl authorized Iissue of 54.00,000.00 of Tirst
mortgace six percezt bonds due Janusry 1, 1994 cnd o issue and sell,
at this time, 5275,000.00 of such bonds. It is reported that arrange-
nents heve been made 0 dignose of [185,000.00 thereof et par in ex-
change TOr the 0189,000,00 nove mow ouvstending, as shown in the fore-
coing beleonce cheet and to cell the remalning 290,000.00 &t 95 porcent
of foce value. Dermission is sought to use the proceeds from the sele
02 the 590,000.00 of bonds for the following purposes;-

To pay acccunts due Fontans Ferms Company . . - - - -6 ,433.81
To pay accrued and accruing inverest on the
5185,000.00 note . . 4 e e 0 e e e e . 7,816 .49

To finence in part 1929 and 1930 construction ox-
nenditures (proceeds from sale of i;75,000. of
71,250.00

‘Donds) - L L - L] L L L] - L » - - - - L) L - - -
Tot&l---------..-.- ;;852505.66

It appears that the compeny proposes ©o sell 2t this timxe
only 515,000.00 of dbonds to pay the first two amourts in the cbove
tobulation ond to diepose of the remaining 75,000.00 Irom tize to
time ns it proceeds with its construcilorn work.

The company reports that the anounts due Fontane Ferms Comm

pany were incurred Ior new construction and extensions, additions axd

vetteraents, including those nade into the Fontenz Arrow Route Tract.

The financiel shiatement covering the company's busizess anéd properties
for *he calendar yecor 1028 chows its invesiuent in Tixed cepital at

the close of 1928 ot 5420,436.63, cgeinst which there is outstanding




only the £145,400.00 oA otock authorized by the Commission in its
foruer decision indicatizg that the additions made since the acqul-
sition by applicant of its waler system,amounting to o275,036.63,
vere Tingnced through current licbilities and consumers' deposite
and moneys represented by its reserve for depreclatlion and corporate
surplus. Thile 1% is true that cpplicont is asking permission

to use .7,816.49 of proceeds to be received fram tho sale of 1ts bondzs
to pay interest on zumounts dwe Fontane Ferms Company, yet it clearly
appears that applicant's surplus earnings have been invested in its
properties,and 1% oceurs to us that spplicent Properly mey use these
srocceds to reimburse its treasury snd therealter To P2y, in part,
its acerued interest.

Applicant has Iiled with 1ts peldivion report and valuetion
nrepared by i;B.Lippencott showing in detail the properties origizally
ac-uired by spplicant ané subsequent sdditiors up to July 1, 19:8.

In the report the estimated reproduction cost of the properties is re-
ported at [446,385.00 and the present velue, aliter deducting deprecias-
tion computed on the six per ent sinking fund dasis at {434,104.87.
It iz alleged that the reproducv*on cost is substentially the same as
tLe historical cost, because most of the comstructlion work bas been
done in the lezt flve years.
The estimeted constructlion expenditures during 1929 and 1930
are reported et 107,136.75, consisting of the following;-
T LINES:
""7EE§ﬂ735 feet of two inck P
87,780 * fouxr "
2 6[O six

" "
9,260 " " elght "
10320 » ten "

. 155 ,928.00
) 26 ,001.00
. 1,716.00
. 7,854 .00
) 1.452,00

{72 ,95L1.00

Connections for 680 new consumers . . 5,983.25
lieters TOX new CORSRIETS - o« o o o+ o & 7 ,202.50
New TOSEIVOLY v o ¢ v o o o o o & = o s s » = 21,000.00

TOt2lensacrscrses L0V 3106470
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The proposed trust indenture to secure the paymeat of the
bords will provide for o total issue of 400,000.00 of bonds, of
whick 1:200,000.00 mey be issued forthwith by the company, and :200,000.
mey be issued in emounts not exceeding seveaty percent of the money
actually exnended by the company Ior improvements, acguisitions axnd
betterments, when the net earnings of the company spplicadle to the
payzent of bond interest for any twelve consecutive months during the
fourteen calendar montks next prior thereto, egual =t least ome and
one half times the annual interest charges on the bonds then outstand-
ing and on those to be then issued.. The .,75,000.00 of bonds proposeld
vo be issued to finance 1929 and 1930 construction costs are & part orf
the remaining .:200,000.00 of vonds whose isste is subject to the
property andé earnings restrietions roferred o0 herein.

Te believe that cpplicant's proverties and earnings are ample

40 support a bond izsue of ..200,000.00. Some doubt, however, might

be reised as Lo its 2bility %o meet interest charges onm $275,000.00
and, further, it is not cleer if it is in a position to request tre
trustee under its proposed trust indenture to certify the additioral
$75,000.00 of “onds. The recuest %o 1ssue these bonds, therelore,
will not vYe grented ot tkis time. Py in the future the compeny Tinds
it can mzke the chowing recuired in its trust indenture it can av that
time file z new appilcation.

The order hereln accordirgly will authorize the issue of
5200,000.00 of bonds. Such zuthority, however, will not beconme
affective until the Commission by & cupplemental order herein has
cuthorized the execution of a +truct indexture to cecure the payuent
of thc bonds. Tae instruwient as now filed contains certain features

which e bellieve chould be chexnged. Counsel for applicant hes been




advicsed of these matters.

Foantona Domestic ater Compony, baving applied t0 tkhe Rail~
road Commission for certificetes of public convenience and necegsity,
and for permission to execute o trust indenture and to issue and sell
boands, & public hearing having been held velfore Examirer Rowell anc tae
Commission ovelng of the opinior thet the application should ve granted,
to the extent indicated in thiz order, and that tae issue of $200,000.
of bonds is reasonabdbly required dy applicant for the purposes specified
herein, and that the expenditures for such purposes arc not reasonadbly

chargeable to operating expenses or 10 Ilncome,

T RATLROAD COIZTSSION IIREEY DECLARES that preseant axd
future public convenlence require, cnd will reguire, the exercise by
wontane Domestic ater Compeny of the rights and privileges granted it
by the Boerd of Supervisors of the County of San Sernardino by Crdi-
nence No. 291, adopted Cctober 31, 1927, and the exteasion by Fontanz

e

Domestic vater Company of its present cisztriduiing sysiem throuvghout

the territory lxown as Fontene ‘rrow Route Tract, Tract 2102, rclferred

to in scid Créinence lo. 291.

TM IS FIREEY CRDIEED that Fontane Domestic Vatex Coxpany ve,
and it hereby is, authorized to issue not exceeding 5200,000.00 of
rirst mortgege six percent donds due January 1, 1954, and to zell

5185,000.00 of such bonds at par, plus accrued interest, or exchange

,"I L)
shem for a like amount of noles vayadble, and 0 ¢15,000.00 of suca
wonds et no% less than 95 vpercent of Iace value accrued interest,

n o useo the proceeds to be rocelved from the & of its bomds to

way outstanding indebiedness and to reimburse its ircasury, as indi-

cated in the foregoing opinicm.




I7 I8 HSRTSY =R ODDIRED thut the spplicetion insofar as

-~
it

1avelves the issue of (75,000.00 o dbords be, and it heredy is,

dismissed witkhout vrejucice.

The authority herein gronted is subject to the Lollowiag con-

1. spplicant shell olasce into offect in the Foatexo Lrrow
DT P

zoute Troet the same rates, rgles and regulatlions now
roviced Tor its present operations

Lpplicant shell keep such record of the issue of the donds
nerein authorized and of the disposition of the proceeds
as will cnable 1t 40 £ile, on or before the 25th day
of each month, & verified report, as required dy the
Reilroad Commicsion’s Ceneral Order No. 24, wkich order,
insofer asg applicabdble, shall be mede & porv of thls
order.

3. The suthority nherein grsnted to issue boads will become of-

Tective when cpplicant has paid the fee prescribed Dy
Section 57 of the Public Ttilltles Act, which Tee 1s

Tro Fundred ({200.) Dollars, ané wher the Commiscsion by
cupplzmentel ordex ha

has suthorizeld the execution of o

rust indeature to secure the payment of said donds.

an Freacisco, Celiforniz, thic A F zﬁ dey of Ilarch,
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