
Deoision No. --
BEFOP.E TEE RAILROAD COMMISSION OF THE STATE OF C.ALIFOR!~IA 

In t~e ~attGr of t~e Applioation 
of FONT~'A ~OWER COMPANY for a 
oertificate of publio conven1onc& 
and necessity, ~or permission to 
issue stock snd bonds and to mort-
gage property to seoure said bonds, 
and for ~erm1ssion to enter i~to 
So certain ind~nture of loase. 

In the ~tter o! t~e Applioation of 
SOUTHEBN CALIFORNIA EDISON C01!?,ANY, 
a corporation. to e~ter into a oer-
tain indenture of lesse and to enter 
into s oertain oontract for the sale 
o:f power. 

~ the matter of t~e APplioation of 
RIALTO DOMESTIC i'lATER COMPANY, a 
corporation, to enter into a certain 
contract for tne pU%cnase o! power. 
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OTMelveny, Step~ens and Millikin, 
by S. MacNeil, 

Leonard, SUrr and Hellyer, 
By Roward surr, and Robert M. Frick, 
for Fontana Companies. 

R. H. Trowbridge and Harry J. Bauer, 
for Soutaern Cslifornia Edison Company. 

Leroy M. Edwards, for protestants. 

EDGERTON, Commissioner. 

OPINION 
-----~~ 

Tais is an application o! Fontana ?ower Company for 

a oertificate t~at public convenienoe and necessity require tne 

co~etruction of an electrical power plant and eystem near tne 

town of Rialto, in t~e southwestern portion of San Bernardino 

County. 
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t~e Company also asks for authority to execute a mort-

gage u~on its properties and to issue t~ereundor $350,000, face 

value o~ first mor-gga.ge six per cent bonds; to issue 100 s~ares of 
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stoek of t~e par value o~ $lOO per e~are: and to lease its 

propertr to Soutnern Cali~ornia Edison Company tor a term ot 

tilirty years. 
Soutilarn Cslifo=nia Edison Company asks for sutnor1t~ 

to enter into t~e above mentioned lease and to enter into a 

certsin contraet for tne sale of power. 
Rialto Domestic Water Co~psny aeks tor authority to 

onter i~to a contract tor tne purcilase o~ power. 
Fontana ~or.er Company was organized under the laws 

of tile ~tate of California in April 1916 for tile purpose of con-

structing and operating water works, electric works and power 
plants. Tne Co~pany aas an autnorized capitsl stock issue of 

$350,000, diVided into 3,500 silares ot com~on stoek of tne par 

value of $100 per saere. .At the present time th.e company nas 

no ~roperty and nas issued fivo silares of stock to qualitr its 

directors. 
Fontsnn Power Company is closely associated with. tile 

real estate developmont known as tne Fontana lands. Tbese lsnds 

are situated tn1rty-eigilt miles east of Los Angeles, seven miles 

west o! Sen Bernardino ~d nine miles nortn of Riverside. T~ey 

eQ~race approximately 18,000 acres, o~ whic~ 14,000 aores are under 

agrio~tur~ development end approximately 12,000 are under 1rriga-

t iOXl, w&ter being obtained. by gravity from Lytle Creek sud from 

wellS in tile bed of tae streSQ and on tae lands t~emeelves. 

T~e bydro-eleotri0 deVelopments oontemplated by 

Fontana 20wer Company are for tao' purpose of conserving tne energy 

wasted by the irrigat ion 7laters flowing from Iq'tle Creek to tb.e 

agricultural lands below and fer the purpose of furnishing enter-

prises atfilietad wita tne ~ontana land project w1t~ o~eap power 

for pump~g purposes. 
It is proposed to construct a power nouse nav1ng a 

oapacity of abo~t 1,800 kilowatts, a distanoe of 23,982 feet 

soutb.e~st of tb.e present irrigation intake. From tile irrigation 
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intake to the power ho~se a pressure pipe li~e having a fall of 

approximately 663 feet will be co~structed. ~hi3 pipe line is to 

be of riveted steel 36 incaes in diameter of varying thickness 
ranging from 9/54 to ono-~alf inc~ according to ~ead on a basis of 
a QaXi~~ flow of 50 oubic fect per seoond or 2,500 incaes. 

Tae cost ot tae hydro-electric plant is est~atad 

by Mr. Z. B. Mlller o~ McMeen and Miller, engineers of Chioago, 

at $348,458, and by Mr. F. C. Finkle, consulting engineer, of 

Los Angeles, at $351,270.00. These estimates ~ave been ohecked 

by tae Commission's eng~eers and h~ve been found to be reasonable 

as a working basis. 
I:a. order to fino.nce tae construction o! its plant 

tae oompany proposes to sell ~50,000 of first mortgage stx per 

cent seri~l bonds at 90 per cent of face value. The difference 

between tae amount to be received from tae s~le of taese bonds and 

tae cost of plant is to be m~do up by Fontana Union Water Company 

and Fontana Company. In addition, Fontana Eower Company proposed 

to issue 100 snares o~ its stoc~ of tae par value of $100 per snare 

to FO:l.'tsna Union Water Company and FontmlB. Company a.s part pay-

ment for a power house Site, rights of w~ and. rights to use cer-

tain waters of Lytle Creek, in San Bernardino County. 
T~e tr~sactio~ involving tae transfer of these proper-

tiee by ]lontana Union Water Company and Fontom. Company to Fontana 

~ower COQ~any ~ill be covered by an agreement, under the terms of 

w!lic~ Font1.1.'C.a :iower compa.ny will deliver t b.e :~lO, 000, par value 

of etock, and ~i11 f~rtaer coven~t: 
1. To pay to Fontana ~nion ~ater Company and Fontana 

Company tae difference, if any, between tae value of said $10,000 

of stock and tae value of the properties so to be conveyed, as 

soon as tne value of tae said prop~rties end the method of payment 

therefor can be agreod upon between tb.e parties and approved by 
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the Railroad Commission. 
2. To :pal" to Fontem. Union W'ater Com:panl" and Fontana. 

Company, pending the fixing of the value of the ~ro:pertles con-

veyed~ all its profits from tho business after meeting all 

necessary charges; and in case of sale, the proceeds remaining 

~fter paying its obligations. 
This arrange~ent has been entered into becsuse nO 

definite value has at this time been f~ed for tae properties 

to be transferred to Fontana xowor Com~any and request is made 

'to issue $10,000 of par value stock in tb.e form of first payment. 

Fontena 2o~r Compan; has submitted. a form of mortgage 

under waica it intends to issue its bonds but na.s requested that 

~pprovsl be witn~ai~ ~enditlg abangeB in ~he instrument. 
Upon comp~etion ot the ~Qwer pl~t. Fonton~ 2~,or 000-

PfJ.DY proposes to ~o&se it :for eo :poriod of :;0 years to Southern 
C~lifornia Edison Comp~~y. A contract to ta1s effect ~as been 

entered into which contains t~e fo~lowing ~e its prineip~l ~ro-

vis1 Ons: 

Font~a ?ower Com~~y agrees to begin construction on 

an 1,800 kilowatt ~dro-electric plant and system on or be~ore 

January 1, 1917, and to completo tb.e plant within one year. Tb.& 

Fontana :Power Company agrees furt!ler to pay all taxes; to provid.e 

for renewals ~d to de~ray any additional cost of operation due 

to in~bi11ty to $up~ly a given ~ount of water. 
The Southern Cs.lifornia Edison Company agrees to loaso 

~d operate the plant for tae thirty year perio~; to operate it 

at !~ll cap~citY twenty-four !lOUIe eac!l day; to provide for all 

repairs; to pal" t~e Fontc.na :Eower Com:pany .5~ per kilowatt b.our 
ioral! energy produced. by tb.e plant ov~r and above energy used 

by the Fontana Eowor Company or its consumers; and to pay a 

penalty of $83 per day, or a proportionate sum, for unintentional 

failure to operata the plant and .S¢ per kilowatt hour of available 
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output i~ case of 1ntention~1 f~ilur~. 

T~e Southern C~lifornia Edison Comp~y furt~er agroos 
to ~roduce, transmit ~~d distribute all energy which can be pro-
duced. in t boe Fontana ..Power Compeny' s plant tll'ld. required by th.e 

Fon~sna ?ower Company for its use and the use o~ its oustomers 
for irrigation and agricultural purposes, rock crUSher, packing 

house and. canneries, in the distriot descri~ed in the contr~ct and 

comprising in general the territory owned Or controllod by tae vari-
ous FontMa water oompanios at the following rstes: 

For ener~ delivered at the power ~ouse, or at ll,OOO 

volts, witb,iz: 1,000 feet from the now ex1sting distribution line 
of the Edison Company extending along the L~le' Creek Wash from tae 

Edison Company's lYtle Creek plant to tne limits of tne territor1 

of the Fontana ~ower Company, the rste shall be .3~ per kilow&tt 

hour for energy produced at the power plant. Where energy 1s d1s-
tributed at other pOints by the Edison Company $nd. measured on the 

second~y side of tho transto=mers, the rate shall be _338~ per 

kilowatt hour. In csse tne dcm~d of t~e various consumers of the 

Fonts.m.~ :Eov/er Company exceeds the available supply of th.e plant, 

t~e Edi30n Company agrees to supply energy from its system up to a 

maximum demand of 1,500 kilow~tts at .92t for energy delivered at 
t~e pl~t, or T.1t~in 1,000 feet o~ tae existing distribution line, 

and at .965~ per kilowatt hour for energr delivered at ot~er pOints. 

T~e Pont~ ~owor CompaDy will taereaf~ derive revenue 

from tae sale of tais pOwer to th.e Soutaern California Edison Com-
:p~,' at .Sy; per kilowatt b.our of plent output delivered to it, end 

to corporations or persons served by Fontana ?ower Company at s 

rate waich i~ our opin1o~ must not be loss taan suffiCient to net 

Font~ ~ower Company .5~ per kilowatt h.our for all energy generated 

and d.elivered to them. 
At tao b.earing in tho matter held in :Los Angela. s on 

A.ugust 9, 1916, Lytle Creek Wate:r and I!'D.prov.ement Comp~ appea.red 

-5-



to protest agsinct the granting of tQis application. In brief 

its protest is as follOws: 

Lytle Creek Water mld Improvement Company 1s tQ6 

Owner of ,an extended area of water bearing gravels end ground a 

little below the moutb. of J.,ytle Creelt ean~on and in t he ,Lytle 

Creek river bed. On taese gravel boaring grounds the compsny has 

sunk v:e11s a:ld. :Ls pumping a large amount of Viater for the purpose 

of supplying domestic consumers and several thous~d acres o~ 

c i true land.s. 

rae Comp~ cla~s that if tQe waters of Lytle Creek 

are d.iverted that they will be d.eprived of t b.e water wh.ich \"lould 

ordinarily siak into.t~e ground sn~ go into the storage basi~ 

underneath their wells. The company further states that if the 

Fontana zowar companies proceed with this project and divert the 

v:aters of Lytle Creek e.s plc.nnod that they will imced1ately seak 

remedy 1~ the courts. 

rhe following parties antcrea protests similar to 

that of Lytle Creek Water and ~mprovement Company: 

IJlltu.!:.l Water Company 
r~.Vornon Water Comp~y 
Oi ty of R1e.lt 0 
Riverside Land Company 
Citizens Land Compsny 

In answer to these protosts Fontana ~ower Com~sny 

st~tes t~at it is tae intention to return tae waters of Lytle 

Creok to the wc.sh at So J?oint below tne power hou.se. It states 

fttrtcer that tale will be a d1rect benetlt to protestants as tae 

water will be delivered closer to tncir wells, the result being 

th~t in dry years t~e storage basin will be re~len1sned faster 
than if the waters were compelled to take 'cneir natural course 

t borough. t boe gravels of tb.e creek bed. App110ant s claim that 1n 

wet years protestants will not be injured as tae gravel bed from 

t~e intake down to their wells receives suffiCient water over and 
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above t~e amo~t whicQ will be diverted by t~e proposea pipe line. 

at oourse tb.i.e Commiss ion Oa:l. not adjudica.te t b.e d,is-

puted rights to tb.o use of this water. Tb.is is a matter for the 
conrts; but as snowu in tno report of Mr. L. S. Ready, 6n assistant 

ongineer of the Co~iseion, if all tb.e contentions of protestants 
are sustained by the courts still Fontana 20wer Com,any would have 

suif10ient water power rem~ining £ro~ whicn to ma~e earnings more 

then sufficient to carr~ tb.o ,roposed bond iS$ue. 

Mr. X. B. Miller, engi~eer for Fontana ~ower Company, 

nas submitted the following ostimate o£ earnings tor the completed 

:plant: . 
Gross Annu~l Income .. . . . . . • • $55,266 

~axes ....... • .. $2,800 
Admini~tration • • .. • • • 1,200 

Total expensos .. 
Net opercting income .. .. .. 
Bond interest ....... .. 
A!ter deduoting interest .. • • .. 
Depreciation 
Net Earnings . . . . . .. .. . 

.. .. . 
.. .. .. 
'" .... 

4.000 
51,266 
21,000 
$0,266 

9,000 
~21t26E> 

Mr. L. S. Ro~dYJ assistant engineer of tb.e California 

Railroad Comc1ss1on, has submitted estimates based on varying 

conditions and offers the following as most probable: 

Operating revenue • • .. • • . • • • $49,250 
Interest and expenses: 

Interest at S% on~~350)OOO •. $28,000 
Doprec ts.t ion at lt7Q • • • .• 5,250 
Maintenance discn~rge pipes.. 200 
Inspection and testing. • .. 300 
A~inistrs,tion .. • . 1,200 
~mces •.. •• 2,800 
Extraordinary 200 

Tot 8.1 Elcpense s .. • .. .. • . • . 37 ,950 

$11,300 

FontDlls, Power Company b.as 'Worked. out wi tb. Sou.tb.ern 

Ca1itornia Edison Company an advantageous arrangement. If its plans 

,/ oc.rx,- it will be enable,S to oota1n power at low cost, end will 

bring about tb.e operation ot its plent by tb.e eA~erieneed manage-

ment of tb.e Soutb.ern Califor~ia Edison Compan1· 
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Of course, it i~ understood tnat tne jurisdiction of 

t~e COmQission to regulato rate~, service, etc., remains notwith-
standing tae execution of taeee contracts. Suca order as may 

be issued at this time will be preliminary and subject to the 

subsequent approval by this Commission of Fontana ?ower Company's 

mortgage and deed o~ tr~st and its contract with Fontana union 

':later Compa~ $l1cl Fontana. Company. 
I believe this application saould be granted, subject 

to certain conditlons, and therefore reco~ond tae fOllowing form 

of order: 
ORDER 

Fontana 20wer Company aaving applied to this Commission 

fOr authority to issue stock and bonds, to securo mortgage of its 
property for a certific~te that public convenience and necessity 

require tae constr~ction of ~ certain power pl~t, ~d for autaor-

ity to enter l~to a certain contruct with Southern California 
Edison Company~ providing for the lease of its plant snd the ssle 

and purchsso of power; and Southern California Ed1son Company 

having applied to this Commission for authority to lease the plant 

of Font~ ~ower Comp~ and to purchase and sell eleotric power 

in accordance wita said contract wita Fontana 20wer Company, and 

a ~earing having been held ~~d this CommiSSion being ful11 ap~r1sed 
in tae premises, and it appearing t~at the pub11c needs will be . 

se=ved by tae granting of this ~plication: it appearing further 

taat the stock and bonds herein authorized to be issued are not 

in wh.ole or 1:0. part reasonably cb.argee.ble to o~era.ting expenses 
or to income,-

IT IS HEREBY ORDERED taat Font~a ?OWer Company be 

granted autaor1ty, ~d it is aereby gr~ted e.uthorlty, to issue 

one b:~d.red. (100) snares of its cap1tcl. stock of tb.e par value 

o! One Eundre~ Dollars ($100) per s~are to FontSIa Union Water Com-

pany end Fontana Company as p~t payment for a power house site, 

rigats of way and rights to use certain waters of Lytle Creek, in 

San Bernardino County;. 
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IT IS FURTHER ORDERED tnat Fontan~ ~ower Company be 

granted aut~ority, and it is ~ereby granted a~t~or1ty, to issue 

~~ree aundred and fifty t~ousand dollars ($3so,OOO) of its first 

mortgage six per cent bonds; and, 

IT IS FURTEER ORDERED tb.e.t Fontana :Pr:mer Company and 
Sout~ern Celifornia Edison Company be granted authority, snd 

tney ere hereby granted authority, to enter into a contract in 

the form of tae copy ot sa1d contract filed with this Commission 

as Exhibit "I", under tae terms of wc.ich Fontana. ?owar Company 

shall lease its properties to Soutaern California Edison Company, 

and So~tnern California Edison Company and Fontana ~o~er Compsny 

Shall agree to buy and sell electric p~er from each other under . . 
the terms ~d on the con~itions set fort~ in the said contract. 

The autnor1ty herein given Fontana :Power Company end 

Southern California Edison Company to enter into a contract for 

the lease of the properties o~ Fontena 2~{er Company, and for 

the interchange ot electric power, is given on the condition that 

the :aa.Uroad Commission reserves the right hereafter to issu.e 

such orders as it muy tind necessary, wnich may modify or atfect 

t~e terms of tne lease set fortn in said contrsct, or tne terms snd 

conditione of tee intercnange of electric power as set forth in 

said contract. 

Tae a~tnority herein given to Fontsna ~ower Company 

to isa~e ~ stocks and bonds is given on tne followi~ cond1tions 

and not ot herw1se: 

(1) Tne bonds nerei~ autaorized to be issued shall 

be sold. at not less t nan ninety (90) per cent of tlle 

face value, plus accr~ed interest tllereon. 

(2) Tae prooeeds derived fron tae sale of' said bonds 

shall be ~sed for the conetruction of a power plant with 

necessary pipes, structures, power llouse, gener~tors, 

water wheels J etc., as set fortn in tne ostimate filed 



in connection with this ~pplie~t1on, onpagos ~~ ~d 

l2 of Exhibit nG~, in the total sum o~ $348,458. 
(Z) The bonds herein $utnor1zed to be 1ssued 

shal~ be sold only after this Oommission has approved 

t~e mortgage and truet deed under which said bonds are 

to be issued. 

(4) The difference between the $.!Ilount received 

from the sale of the bonds nerein authorized to be issued 

and tb.e cOst of tho Fontana 2ower' Compen~' s plant to 'be 

made ~p by Font~a Unio~ W~ter Company end Fontana Company. 

(5) Tae authority herein granted to issue said 

bonds shall apply to such bonds as snall nave been issued 

on or before June 30, 1917. 

(6) The authority herein granted is conditioned 

upon tne payment by t~e a~plicant of the fee prescribed 

under tae terms of tne xublic Utilities Act. 

I~ IS FURTHER ORDE.~D tn~t Fontana 20wer Com~any be 

g~~ted authority to enter into a contract wit~ Fontana anion Water 
Company a.nd Fonte.na. Company, 1l.."l.der tb.e terms of wb.icb. Fontana. O'n1on 

Water Company and Font~a Comp~y shall convey to Fontana 2ows~ 

Co~pany, a power ao~se slta, rights of way and rights to use cer-

tain waters of Lytle Creek, in S~ ~ernardino County~ ~or tb.e 

following consideration: 

(a) One hundred (100) sh~re~ of tae cspital stock 

of Fonts.na .Power Coml,any) to be issu.ed and delivered to 

Fontana Union Water Oompany and Fontana Compeny, or tneir 

nominees, upon tne execu.tion and delivery by them of a 

proper conveyance or conveyances of scid properties, 

(b) t ae convenant of Fontana. .Power Comr>any to "pay to 

Fontsna Union Water Company end Fontana Company the 

differenco betr.oon tho valu.e of ssid shares and tae 

value of said properties and the method of payment there-

tor can be agreed upon between Pontsna Union Water Company. 
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Fontana Comp~y and Font~na Power Comp&ny and approved 

by t~e Railroad Co~i$sion, or in suc~ ot~cr manner ~s 

~ay be roq~1red by la~, and, (c) t~e further covenant 

of Fontana :Eowor Coopany to pay to Fontana TJnion i1ater 
Co=p~ und Fontans Com,~y, pending t~e fixing of the 

value of tae properties conveyed, all its profits from 

the busi~es~ after meeting all necessary ch~rges; and 

in case of sale, tho proceeds rem~ining after paying its 

obligstions; provision to be made for the prior rig~ts 

attaching to the ownership of stock of Fontana ~ower 

Company. 

The authority to enter into said contract is cond1tion-

cd. u.pon the approval by the Railroad Commission of So copy of said 

contract to be hereafter filed by Fontc.na .Pot'l·er Compa..."l.Y. 

Fontsna 20wer CO~P&ny hsving applied to this Commission 

for a certificste that public convenience snd necessity requi~e 

the constr~ct1on by it of a r~dro-electric po~er plant, as set 

forth in tne foregoing opinion, the Railroad Commission of 

California hereby deolares tb.~t public convenience ~d neaessity 

require tile cOl'lstrllction by Fontana .Power Com:pwy of s. b.ydro-

olectric :pOWer pl~t and systec, ~s set forth. in tho foregoing 

opinion and in the order herein. 

The foregotng opinion and order are hereby approved 

ond ordered filed as the opinion and order of the Railroad Com-

mizs10n of tae State of Culifornia. 
Dated a.t San Franoisoo, California, thiS/Od... day 

of~, 1916 .. 


