By
Decicslion Xo.

BEFORE® THE RAILROAD COMMISSION OF TEE STATE OF CALIFORNIA

il

In the mattor of the Application RN r o q i\
of FONTANA SOWER COMRANY for & Wi ‘\J U
cortificate of public convenlonce

and necessity, 2or permission {0

issue stock and donds and to mort-

gage property t0 secure said bonds,

and for nermission to enter iato

a cer*ain indenture o2 leoase.

SLLEON voseq

In the matter 02 the Apvlication of

SOUTHERY CALIFORNIA EDISCON COMRANY, Application No. 2245.
a corporation, to eater into & cer-

tain 1ndenture 0f lease and t¢ enter

tnto o certaln contract for the sale

oL power.

In the matter of the Application of
RIALTO DOMESTIC WATER COMPANY, o
corvoration, to enter into a ceruaba
contract f£oxr the purchese ol power.

O0'™Melvery, Stephens and Millikin,
by S. lacNeil,

Leonard, Surr snd Eellyer,
By Boward Surr, end Robert M. Frick,
for Fontanse Companie°

H. BE. Trowbridge and Hsrxy J. Bauer,
for Soutaern Californisz Edison Company.

Leroy M. Edwards, for protestants.

EDGERTON, Commissioner.

Taizs is en epylication o2 Fontana Power Company for

s certificate thet public convenience and necessity require the

congtruction of sr electrical ypower plant and system near the

towmn 6£ Rialto, in the southwestern portion of San Bernardieo
County.

Tae Compeny also asks for authority to execute a mori-
gage upon its properties and to issue therewndor $350,000, face

value 02 Pirst morggage six per cent bonde; %Yo issue 100 shares of




stock of the »vox value o2 $100 per share; and to lecase its
proyerty to Southern Californis Edison Company for o term of
tairty years.

Southern Celifornia Edison Company agks for authority
to enter into the above mentioned lease and to enter into a
certain contract for the sale of power.

Rialto Domestic Water Company sekxs for suthority to
onter into o comtract for the purchase of power.

Fontana Power Compsny was organized under the lews
of the State of Celifornia iz April 1916 for the purpose of conm-
structing and opersting water works, electric works and power
plants. The Compony bas an suthorized cepitsl stock issue of
$350,000, divided into 3,500 shares of common stock of the par
value 02 $100 per share. At the present time the company has
10 proverty emd has issued f£ivo shares of stock to qualify its
directors.

Fontano Power Company 1s closely associated with the
real estate development Xnown as the Fortans Lands. These lands
are situated thirty-eight miles east of Los Angeles, seven miles
west 02 Sen Bornardino s=nd nine miles north of Riverside. They
embrace spproximetely 18,000 ecres, oL which 14,000 acres are under
agricultursl development and approximately 12,000 are under irriga-
tion, water being obtsined by gravity from Iytle Creek and fronm
wells in the hed 02 the stream and on the lands themselves.

The hydro-electrlic develorments contémplated by
Fontane Power Company are for the purpoese of conserving the energy
wasted by the irrigation waters 2iowing from Iytle Creek to the
egricultursl lands below and for the purvoese of furnishing enter-

prises affilisted with the Fontana land project with cheap power

20r pumping pRYVOsSes.
It is proposed to construct a power house having a

capacity of about 1,800 kilowatts, a distance of 23,982 feet

southeast of the present irrigation Intake. From the irrigation
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intske 4o the power house & pressure pipe line having a f£all of
approximately 663 feet will be constructed. This pipe line is to
he of riveted sSteel 36 inches in diameter of varying thickmess
ranging from 9/64 to onc-half inch according to bead on o basis of
e maximum £low o2 50 cubic Lfect per second or 2,500 inches.

The cost of the hydro-electric »lant is estimated
by Mr. Z. B. Xiller of Mclleen and Miller, engineers of Chlcago,
at $348,458, and by Mr. F. . Pinkle, consulting engineer, of
Los Angeles, at £351,270.00. Mhese estimates have been checked
by the Commission's engineers and have been found t0 be reasonable
es a worxing basis.

In order t0 finance the construction of its plant
the company proposes %o sell $350,000 of first mortgage six per
cent serisl bonds at 90 per cent 02 face value. The difference
between the smount to be received from the sale of these bonds and
the cost 0f plant is %o be mede up by Fontana Union Weter Coﬁpany
and Fontena Company. In eddition, Fontana Power Compzny proposed
to igssue 100 shares 02 its stock of the par value of $100 ver share
+0 FPontensa Union Water Compeny and Fontens Compeny as part pay-
mont £or & power house site, rights of way &nd rights 1o use cex-
tain waters o2 Lytle Creek, in San Bernsrdino County.

The traxnsaciion involving the transfer o2 these proper=-
ties by Fontana Urion Water Company and Fontams Company to Fontana
Power Company will be covered by an agreement, under the terms of
waica Fontama Power Company will deliver the §10,000, par value
of stock, and will further covenant:

1. To pay %o Fontana Unlon Water Company end Fontana
Company the difference, 1f any, between the value of sald 10,000
of stock and the value of tae properties so to0 be conveyed, as

soon &8 the value 02 the said properties and the method of payment

therefor can be agreed upon betwéen the porties and approved by




the Rellroad Commission.

2. To pay t0 Fontama Uniom Weter Company snd Pontana
Company, pending the fixing of the value of the properties con-
veyed, all ite profits from the business efter meeting all
necoessary chaxges: and in caze of sale, tae proceeds remalning
after paying its obligations.

This arraxngement ha3 been entered into because no
dofinite value haz ot this time been fixed for tie properties
to be trensferred to Fontans Power Company and request is made
£0 {issue $10,000 o2 per value stock in the form of first payment.

Fontens Tower Company has submitted & form of morigage

unaer which 1% intends to isswe its bonds but has requested that

approval be withheld pend{fg changes in ¥ae instrument.

Upon completion of the power plant, Fontana Fower Con~
pany proposes to lease it for s veried of 30 years 10 Soutern
Colifornia Bdison Company. 4 contract to this effect has been
ensered into which contains the following as 1ts principal pro-
visions:

Tontans Power Company &agrees to begin constructlion on
sn 1,800 kilowatt hydro-electric plant and system oz or bvefore
January 1, 1917, and to complete the plont within one year. The
Fontana Fower Company agrees further t0 pay all taxes; 390 provide
Por renewals and to defrey any cddltionsl cost of operatlon due
to ingbility to supply & given amount of water.

The Southern Cslifornis Edlscn COmpany agrees to loase
cnd overste the plant for tae thirty year perlod; 1o operate it

8t full capecity twenty-four hours each day; to provide for all

repairs; 10 pay tée Fontara Jower Compeny .5¢ ver kilowett hbour

for 81l energy produced by the plant over and above energy used
by the Fontans Power Company or its consumers; and t0 pay &
peﬁalty of 083 ver day, or e proportiomste sum, for unintentional

fgilure $0 operate the plant and .5¢ per kilowatt bour of avallable
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output iz caze of Iintentilonal fallure.
Tae Southern Callfornis Zdison Company further agreoes

0 produce, transmit and distribute all energy waich can be pro-

duced in the Fontana Iower Compeny's plent and required by the

‘Fontena Dower Compeny £or its use and the use of its customers
for lrrigation and agricultural purposes, rock crusher, racking
touse end cannerlies, irn the district deseribed Iin the conitrsasct and
compricing in general the territory owned or controlled by the vari-
ous Foantana water companies at the following rates:

Por energy dellvered at the power house, or at 11,000
volts, withirn 1,000 feet from the now existing distribution line
02 the Edison Company extending along the Iytle Creek Wash from the
Edison Company's Iytle Creek plant to the limits of the territory
of the Fontans Zower Company, the rate shell be .3¢ per kilowett
bour for omergy produced at the power plant. Vhere energy is dis~
trivuted at other points dy the Edisor Company send mesasured ox the
secondary side of tho transformers, the rate shall be .338¢ per
Xilowatt hour. In cese tne demend of the vserious consumers of the
Fontarer Power Company ezceeds the availsble supply of the »lant,
tae Edison Company agrees 10 supply energy from its system up to a
neximum demend 0f 1,500 kilowetts at .92¢ for energy delivered st
vhe plant, or wilthin 1,000 feet 02 the existing distridution line,
and at .965¢ per kilowatt aour 2or energy delivered at other points.

The Fontera Power Compvery will theresfter derive revenue
from tae sale of this power 4o the Southern Celifornia Bdison Com-
vany at .5¢ ver kilowait aour of »lent outyput delivered to it, and
to corporetions or persons served by Pontana Power Company at a
rate which iz our opinion must not be less then sufficient to net
Pontera Power Company .5¢ per kilowstt hour for all energy gererated
and delivered to then.

A% the aearing in the matter held in Tos Angels s on

August 9, 1916, ILytle Creek Water and Improvement Company appeared




to protest against the granting of this application. In brief
its protest is as follows:

Iytle Creck Water snd Improvement Company is the
owner of an extended aree 0f walter bearing gruvels and ground a

little below the mouth of Iytle Creelt canyon and in the Iytle

Creek river bed. On taecse gravel bearing grounds the company has

sunk wells snd is pumping 2o lerge amount of water f£or the purpose
02 supplying domestic consumers and ceveral thousand acres of
¢itrus londs.

The Compary cleims that {f the waters of Iytle Creek
are diverted that they will be deprived of the water which would
ordingrily sink into.the ground and go into the storage basiz
underneath thelr wells. The company further states that if the
Pontapna Zower companies proceed with this project and divert the
waters of Iytle Creek es plonmned thet they will immedistely seek
remedy iz the courts.

The following parties entecred protests similar to
that of Lytle Creek Water and Improvement Company:

Mutuel Water Company
Mt.Vernon Water Company
Clty of Rislto
Riverside Land Company
Citizens Land Compeny

In gnswer to0 these protests Fontana RPower Company
gvetes that 1t is the Intention to return the waters of Iytle
Creek t0 the wash at a point helew the power house. It states
farther that this will be a direct benefit to protestants asg the
7ater will be dolivered closer to their wells, the result being
thet in dry years the storage basin will be revlenished faster
than Lf tho waters were compelled to take thelr natural course
skbrough the gravels of the creek bed. Avvlicants claim that 4in
wet years protestants will not be injured as the gravel bed from

the intske down to their wells recelives sufficient water over =snd




above the amount which will be diverted by the proposed pive line.

0f course this Commission can not edjudlcate the dis-
vuted rights to the use of thls water. This is 2o metter for the
courts: but as shown In the report of Mr. L. S. Ready, an asslstant
engineer of the Commissionm, 1f all the contentions of protestants
are sustained by the courts still Fontems Fower Compary wouwld have
guf?icient weter vower remsiring from which to make earnings more.
then sufficient to carry the proposed bond issue.

Mr. X. B. Miller, engireer for Fontars Fover Company,
hos submitted the following estimste of earnings for the completed

vlamt: -

Gross Annusl Income . . . . . $55,266

Texes e v s e s e e .
Administration . . . .« &
Total expenses

Fet operating incone . . . .
Bond interest . . . . .

After deducting 1ntorest .
Depreciation . . . . . .
Net Earninge . o . e = .

Wr. L. S. Roady, assistant ongincer of the Californis
Rellroad Commission, has submitted estimstes based on varying
conditions and offers the following as most probeble:

OperTeting TOVONUE « « « « + o« o o « o - o $49,280

Interest and exnenses'
Interest at 8% on “550 000 . . $28,000
Dopreclation at Iz . « « . 5,25
Xaintenance discbarge pipes. . 200
Insvection and testing . . . 300
Administration . . . . . 1,200
Taxes . . . . . 2,800
Dxtraordinary .. . 200

Total Expense . .« . . . 37,9850

$11, 300

Pontane Power Company tas worked out with Southernm
Californis Edison Coupeny sn asdvantageous arrzngement. If its plems
carry it will be omebled to obtain power at low cost, end will
bring about the operation of its plent by the experienced manage-

ment of the Southern Califorria Edizon Company.




02 course, it 1z understood that the Jurisdiction of
tae Commission to regulate rates, ser%ice, ete., remains notwith-
standing the execution of these contracts. OSuch order as may
be issued at thls time will be preliminery and sublect to the
subsequent approvel bﬁ this Commission of Fontana Power Company's
mortgage and deed o2 trust and its contract with Fontane Union
weter Compaxny and Fontans Company.

I believe this application should be granted, subject
to certain conditions, and therefore recommend the following form

oL order:

Fontane Power Company aaving applied to this Commission
for authority to issue stock and bonds, to secure mortgage of its
propexrty for a certificate that yublic convenlence and necessity

require the consvruction 02 a certain power plent, ard for suthor-

ity to enter Into g certain contract with Southern California

Edison Company.'providing for tae leace of its plant and the scle
end vurchase of power; and Southern Colifornis Edison Company
having applied to this Commission for authority to lease the plent
o2 Fontana Dower Company and t¢ purchese =nd sell eleoctric power
in accordence with sald contract with Fontana Fowér Compasny, and
8 nearing having been held and this Commission being fully epprised
in the premises, and it appearing that tre yudblic needs will bhe -
served by the granting of this epvlication: it appearing further
thaet the stock and bonds herein authorized to be Lssued are not
in whole or in pert ressonably chargesble t0 operating expenses
or to income,-

IT IS EEREBY ORDERZD thst Fontans Power Company be
granted authority, and it is hereby granted sutnorlity, to issume
one hundred (100) shares of Its caopitd stock of the par value
02 Cne Hundred Dollars ($100) ver share t¢ Fontam Union Wabter Com-
pany end Fontans Compeny as npaxre paymept Lor a yower house site,
rights of way and rights to use certain waters of Lytle Creek, in

Sen Bernardinoe County;




IT IS FURTHER ORDERED thet Fontana Power Company dbe
granted authority, snd i1t ic hereby granted authority, to issue
Three aundred and fifty thousend dollers ($350,000) of its first
morégage six per cent bonds; and,

IT IS FURTEER ORDERED that Fontana Power Company and
Southern Celifornis Edison Company be granted authority, =mnd
they are heredy granted suthority, to enter into a contract in
the form of the copy o szid contrect filed with this Commission
as Exaibit "I", under the terms of which Fontana Power Company
shall lease its properties to Southerrn California Edison Company,
and Southern Celifornis Edison Company snd Fontane Power Company
shall agree 10 buy and sell electric power from eaqh other.under

the terms snd on the conditions set forth iz the ssid contract.

The authority hereln given Fontane Power Compesny and

Southern Californisa Zdison Company to enter into a contract for

the lease of the proverties of Fontans Power Company, énd for

the interchange of electric power, 1s given on the condition that
the Rallroad Commission reserves the right hereafter to issue

such orders ag it mey 2ind necessary, walch may modify or affect
the terms of the lezse set forth in said contrect, or the terms and
conditions of the interchange of electric power as set forth in
sald contract.

The authority herein given to Fontangs Power Company
t0 issue iz stocks amd bonds is giver on the following conditions
and not otherwise:

(1) The bonds hereir autnorized to be issued shall

be s0ld at not lese than ninety (90) per cent o0f the
face value, plus accruved Iinterest thereon.

(2) The procecds derived from tae sale 0f said bonds

shall be used Lor the construction of & power nlant with
necessary vipes, structures, power housgs, generaﬁors,

wator wheels, ete., as set forth in the ostimate Pfiled

-9-




in connection with this application, on pages 1l and
12 of Exoibit "G", in the totel sum of $348,458.
(Z) The bonds herein suthorized to be issued'
shall be sold only afier this Commission has approved
the mortgage end trust deed under which said bonds are
to be Lssued.
(&) The Aifference between the amount received
from the sale of the bonds herein suthorized to be ilssued
and the cost of tho Pontana Power Compeny's plent to be
made wp by Fontane Union Water Company end Fontans Company.
(5) Tae authority herein granted to issue said
bonds shall epply to such bonds as shall have been issued
on or before June 3C, 1917.
(6) The authority herein granted is conditiozed
tpon the payment by the spplicant of the fee prescribed
under tae terms of the Xublic Ttilitles Aet.
IT IS FURTHER ORDEZRED that Fontana Power Company be
grented anvuority to enter info g contract with Pontanse Union Water
Compeny end Fontena Company, under the terms of which Fontana Unlon

Water Company and Fontans Cbmpany shell convey to Fontana Lower

Company, & power house slte, rights of way and righis t¢ use cer-

tain waters of Iytle Creek, in San Berzmardinoe County, for the
following consideration: ' |
(s) One hundred (100) sheres of the ecepital stock
of Fontens Power Compeny, t0 be issued and delivered to
Fontansa UniOnhwator Company end Fontame Compeny, or thelr
nominees, upon the execution and delivery by them of &
proper conveyance or conveyences 0f seid properties,
(b) “he comvenant of Fontane Dower Company t0 pay 0
Pontanae Union Water Company end Fontare Compeny the
differenco betweon the value of said skeres and the
value of said properties end the method of vaoyment there~

for can be agreed upon between Pontene Unlon Water Company,
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Fontana Company aend Fontens Power Company end approved
by the Iailroad Commission, or in such other manner as
maey be roquired by law, and, (¢) the further covenant

of Fontena 2ower Company to pay %o Forntans Union Water
Compony and Pontane Compony, vending the fixing of the
velue of tune properties comveryed, ell its proflits from
the busizness aflior meetling all necessary cherges:; and

in cace of sale, the proceeds remaining after paying its
obligations; provision to be made for the vrior rights

attecaing to the ownershiy of stock of FPontane Power

Conpany .

The authority to enter into ssild contraet is condition-
ed upon the approvel by the Railroed Commiszion of & covy of said
contvract to be hereafter filed by Fontane Power Company.

Pontana Zower Compeny having spnlied to this Commission
for o certificate that pubdblic convenlence and necessity reguire
Tte constructlon by 1t of a nydro-electric power »lant, as set
forth in tae foregoing oninion, the Railroad Commisscion of
Californis hereby declares taat public convenlence end necessity
require the construction by Fontana Power Compony of o hydro-
eloctric power plant and system, as set forth in the foregoing
opinion and in the order herein.

The Zoregolng opinion and order are hereby epyroved
and ordered filed as the opinion and order of the Railroad Com-
mizcsion of the State of Celilornia.

Deted at San Frencisco, Celifornia, this/2722£.&ay

¢ el ' commiosionerh\_
Ausicuaut HTW.




