ORIGIAL

Decision No. - . g\-yz,:..a.ﬁ

BEFORE THE PUBLIC UTILITIZS COMMISSION OF THE STATE OF CALIFORNIA

in the Matter of the Application of

BAYWOOD WATER COMPANY, a California

corporation, for a certificate of

public convenience and necessity to ,
authorize the operation of a water ) rApplication No. 33474
distribution system as a public . ( Amended)
utility in San Mateo County, '

California, %o establish rates, and -

for leave to issue its capival stock.

Harold Wattenberg, for applicant; McCutchen,
Thomas, Matthew, Griffiths & Greene, by

Robert Minge Brown and A. Crawford Greene, Jr.,. .
for California water Service Company, ‘
prg%gstant Clyde F. Norriq for the Commission
staff.

OPINION

By the above-entitled applmcatmon, filed June 9, 1952
as amended June 2L, 1952, and as further amended on July 2, 1952
Baywoodiwater Company, a California corporation,,asks fqr a
certificéte of public convenience andnecessiﬁy to rconstruct,
Operate and maintain a public utility water system in San Mateo
County in an"area of about %GO-acre5~lying to tke souﬁhweét'éf;

Applicanz‘éiso'Seeks‘

'authority o establ;sh rates for service—in the area and to issue
a total of 12 500 shares of common stock of $10 par value.,i

A public hearing in the matter Wa.s held before Eﬁam;ner

Emerson at San Mateo on July 2, 1952, at which time the matter WAS

subm_ ted fo* decision.

-'I’he *emtory and TIts Develo;aers

Anplicant corporat;on was formed for t\e purpose of

supplying’water Service 0. & real estate subdzvialon known;asﬂ
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Baywood Park located on lands formerly known as the Polhemus

Tract. Said subdivxsxon lzeo south of Crystal Springs Road -
- (State Hzghway Route 105) and is aporoxlmatoly bisected by Poor

Farm Road (County Road No. 7). The northerly boundarles of the
x,tract are thooe of the corporate llm;ts of ohe C;ty o’ dxllsborough.

Accordzng to applicant, Baywood~ Park will comprmoe
‘2 000 reszdences three schools and. a busmness distriet whern
fully developed. The 1n¢tzal development of 190 homes is
scheduled for completion by October 15, 1952. An additional
40O homes are to be comstructed during the ensuing lZ-monthc
period. About 4O homes are now read§ for occupancy. It is of
record in this proceeding that, at the time of the hearzng
Herezn, 38 homes actually had been s0ld.

The developers' of the 1n1t1al 190 homes are five persono
in copartnershxp as Junior Zstates Company; As indlvmduals these
fzve peraons own the laﬁdg comprising the entire tract as tenants
5zn common bum the ea:.d tract is not an asset of the partnersth. .

A water sysoem has becn partzally constructed on funds oupplzed
: by these same flve persons. Applxcant owns no part of-the water
system but propogcs to sell 125 000 of‘its "tock to the five
‘lndlvzduals and wzth the proceeds thereof to acquzre themr water‘
} sysoem.- ‘The contract priceo and estimated costs for ohe system
"'to serve the»190 homes total $9 OOO The d;fference of $28 OOO
apolioant proposes %o retazn as workxng capital. |
‘The Pbysn.cal Plamt | B N

, The physxcal plant con ists of approxmmatelv 11,000 feet i
©of S-inch and" 1,700 feet of 6-inch maino, one 200 OOO-gallon oteel
storage tank, one 300 gpm booster purp, 190 aervice connectzons |
including. necessary ‘pipe, fzttingo, meters and motor boxes, and

E f- . certain lands for uxility usage. Applzcant" source of water
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supply would be from a connection with the Lli~inch transmission -
main of the San Francisco Water Department located along Crystal
_Springs Road.

Flnanc1 of Company

The details of proposed finaﬁcing:d}e not clear in this
srecord. Allegedly there is an oral commitment on the part of
the f;ve prospective stock purchasers to subscrmbe to - the entire
‘313 ,000 stock issue. Estimates of constructzon costs and.
ope:acing”expenses sre inexact and were not supported fully by |
applicant's witnesses. From the evidence before us we are unable
to make the findzng requ;red by law that the money, property or.
laoor 0 be procured or paid for through the issue of capital
ssock 1s reasonably required for the purposes specified. - Ne:
cannot therefore, authorize the issuance of stock upon the»i
showing made by applicant.

Svstem Operations .

Appsxcant contenplates operating the system thh part-
time emplovees. It will have no office of_lts,own but—will rely
on obtainisg space, free of charge, in the real estate’office of
Junior Estates Compsny. Apparently the empioyees‘of the'resl
estate’developers.are expeéted to be availadle, from time'to'time,
to meefnthe needs of the water company. The record is not
_completely clear.in this respect, however, nor is the record clear
as to how applmcant may operate after the real eszate developers
have completed their land and home sales ‘and. have departed. -I@_’
this respect it is noted that - applzcant's preszdent testified
that other "outside" developers would enter the area for its

development beyond the 590 home° to 'be completed by'the end of '

1953 by Junior sstates Company.
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Provisions for Expansion

With respect to future éxpansion applicant has indicated
that the first unit of the water system to serve 190 homes would -
be wholly fznanced by it. The second unit for servicé %o LOO
addizionel homes, which it i5 estimated vould cost an additional
3120,000, would be financed on the usual subdivision extensi¢n
deposit basis. In this latter instance applicant expects. that
Junior gstates Company would advance the funds and that applmcant
would therealter refund'the advance in accordance with a filed
extension rulé. Applicant, however, has made noérrangememtsi
whereby further investments, as represented by such refundiﬁg,‘v
may be financed beyénd_the statement by apﬁlicant's pfésident"
that the five individuals constituting Junior Estates~Compaﬁy

- would provide "for the advance of any funds for operatlnngefLCLto,"
costs of 1n5tallatzon or anythzng pertalning to the nature of our

business.”

Protestant's Position

 California Water Service Company, through testimony of
the manager of its San Mateo Diétrict and cross-examination of -
applicant’'s witnesées; protested the issuance of a certificate %o
applicant. Such nrotest,'primarily was to the effect\thatf
protestant on the request of applmcant had committed *tself to
serving the area and that applicant in its deal*ngs with the
San Mateo County authorltmes and with the State's Divxsmon of

Real Estate, and the Junior Estates Company in its salee of real

estate to the public, had placed themselves on record that\California

 Water Service Compdny'would provide public ucility service 1o the area.
The record herein clearly shows that, prior to the
formation of applicant corporation, protestant had forwarded to

applicant.complete plans and specifications for installation of a |
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water system and the serving thereof under the regularly flled
rates, rules and regulations of proteotant. On the basis of
protestant'° rule for extenszons Lo subdiviaions applmcant hereln
would have advanced about $105,000 which’ would be refandable o
under the "proportionate cost method"'provisions.qf the regulaf
extension rule. - - ‘ | V ' S

The record is not clear, however, as to why applicant

termmnated neyotzatlons w:th protestant, nor does it seem of

importance in considering the merits of applicant's showing in

this proceeding. 'The evidence does shbw, however, thatf
protestant would have cscabllshed service to the area as part of
'lts servzce to the San Mateo District. The physical system would
be subotantlally the oame as. that of ! appllcant, except' as to: the
speclfmcatlons for certaln clasees of pipes. The entzre
,”expcrienced office and operating personnel of protestant's
adgomnzng d;strzct would be - avallable to service the area.
Procestant is w:llmng and able to serve the area- at rates
substantlally below those offered to the publzc oy applﬂcant.
Conclus;on 4 - : | " d :
Applzcant made no p*esentatlon respecting conotructlon _
costs of the ent*re watpr system, has made no specific overuall
pﬁans.for ;ts.developmen and has made no estimates of" revenuco~ 
or 6§er§£§ng exoeﬁéeS-beyond those applicable to the first unit.
The zndefzn;teness of app;mcant’s presentation and plans,
‘respectzng operatznr requxrements and its propoaalu whereby the
present and future publxc demands may be aerved adequately,
';azggslserzoua,doubt that appllcant can prov:@e reasonablywadequate£
ﬂérVicé to theféublic. That pﬁﬁlic cohveﬁience and necessity
'requzre thv— the area be adequatcly served is beyond queotion.
Tnav appiicant can and will supply the needs of public convenicnce
and'necessity in’ thc ful’ area for which it recuests certzflcatzon
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is questionable. ‘The granting of a certificete is not a t:iviai
thing and its issuance must be predicated on a substancial shoﬁihg'
that the public interest will best be served thereby. Applicantfé
showing bhas not met this test. C |

Applicant's requests will be denied wlthout prejudice
and applicant may, if it so desires, make supplemental applicatmcn
and then set forth a proper showing which.may correct the

deficiencies of its showing herein.
OQRDER

Public heariﬁg having been held on the above-entitled
application, the matter having been submitted ananow being reacy
for decision, | |

IT IS HEREBY ORDaRED that the applicatlon of Baywcod
Water Company'for a certificate of public convenience and necessity
and to issue capital stock be and it is denied without prejudice.l

The effective date of this order. shall be twency (20)

. days. after .the dave hereof
Dated, aqydéiﬁ%éziékQﬂﬁgzﬁféalzfornia chxs 5 332 day of

__@/(’74//2: , 1952, -

H:Commissioners-

Commiszionor.... Bonzoth P°tf“’2-, botzg

noceasarlly a“"cr.‘,, 418 nmot pa.rticipa,to
in tho diapo ition o Vkls proceoding.




