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Decision No. 5\)672 

BEFORE THE PUBLIC UTILITI£S COMMISSION OF THE STATE OF CALIFORNIA 

Application of CORDOVA WATER CON?ANY ) 
for a certificate of public conven- ) 
ience and necessity to purchase, ) 
construct and operate a water system ) 
in the Co~~ty of Sacramento, California,) 
to establish rates and for a permit to ) 
issue stock. ) 

Application No. 35640 

Robert E. Hatch, for applicant. 
W. B. Stradley and L. L, Thormod, for the 

Commission staff. 

Introductory 

Cordova Water Company, a California corporation, by 

~pplication filed July 28, 1951+, seeks ~.uthority to :lcquire from 
Roncho Cordova Corporation and there~fter operate, as a public 

utility, a wntc~ system to serve Rancho Cordova Subdivis1ons, 

Units Nos. 1, 2, 3, 6 ~nd 7, located east of the City of S~crnmento 
between the American River ~ .. "ld U. S. H1ghwcy 5'0 (Folsom Bo.u1ev.:-.rd). 

Authorizntion is ~Iso sought to issue ~nd sell 300 sh~rcs of the 

company's no pC.r value c~pi tCl.l stock for cnsh, C>.t the rnte· of $10 

por sh~re, in the proport1on of 100 shares oach to Rolcnd S. 

Federspiel, Robert E. Hatch ~nd All~n T. Olson, principnls of 

R~ncho Cordovn Corporation, the developer of the properties. 
Publ ic Ho~.ring 

This .".pplic~.tion w,"\s submitted for decision following r.\ 

public he~r1ng hold at Sccr~cnto on August 18, 1954, before 

Examinor Jo~"l M. Grogory. No opposition was mnnifested ~. the 
hearing. 
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Description of ?ropetties nnd Method of Acquisition 

The system, which has not yet been completed, will ulti-

m~tely be supplied by five wells formerly used to irrig~te properties 

of the Rancho Cordov~ Corporotlon. The wells will be interconnected 

through the distribution system, which will consist of Rsbcstas 
cement pipe r~nging in size from 8 to ~ inches. Homes in Unit No. 1 

~re now being served from ~ well equipped with a 1,-hp pump which 

supplies water .:it ~ pressure between J,.o nnd ,0 pounds per sqUZtrO 

inch. 

The w.:lter s~rstem in Rancho Cordovrt Units Nos. 1, 2, 3, 6 

nnd 7, which will eventu~lly serve 48, lots, will be purchased from 

R~ncho Cordova Corpor~tion for $93,255.75. The purchaso price of 

the portion of the system presently completed is $20,656.65. 

The originn1 ngrccment for sn1e of tho properties to the 

utility, submitted at the henring, is in fore n cond1tionc1 sn1es 

contrnct pay~b1c out of revenues ~t the r~te of $133.11 monthly, 

with interest ~t 6% per annum computed monthly on deferre~ b~l~nces. 

Applicnnt, subsequent to the hec-ring, submitted nn nmcnded proposal 

cnl1ing for outright snle to the compar~ of the f~cilitics to be 

used in Unit No. 1 for the sue of $20,6,6.65, p~ynble at the rate 

of 35% of the gross monthly revenue of buyer from s~le of w~tor in 
th::-.t unit, the monthly pc-.yments to be 2.pplicd first to interest on 

the deferred b~lnncc nt the rete of 6% per ennuc computed monthly. 

In effect, it is proposed, und~r either method of fin~~cing, thut 

the cost of f~c11it1es tor Unit No. 1 be borne out of revenues from 

the sole of w~ter in th~t unit. Fac1lities for ~dQitional ~~its, 

ostimnted to cost $72,,99.10, would be constructe~ by Rancho Cordov~ 
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Corporation 'and' turned over to the utility at cost, or would be 
" (1) 

built by the utility itself. 

Neither 'method 'of financing- construction of necessary 

facilities propos~d'by applicant appears 'to U3 to be econo~ically 

feasible. Aside 'from $3,000 in working cash to be derived from the 

sale of 300 s'hares of the CO~panYf s 'capital stock, the cost of 

fo.cilities'toscrve Unit No.1, Under the original plan, would be 

borne by theconsurners and paid only out of revenue. With ~~ 

estimated gross revenue, 'e.s appears of :re'cord, of $l+,380 from that 

unit for a ~lll yearis initial operation, 'nnd estimated expenses, 

including truces and depreCiation, of $4,362.27, <l net operating 

prof1 t of only $17 .73 is indicate'd. Payment of 35% of the gress 

'revenue, under the ~endcd proposal and assuming tho snme conditions, 

would result in ~n ~~u~l net opernting loss of about $1,506. 

Pro'Oosed Rntes 
.. 

Applicant proposes to chcrge for w~ter service a basic 

fl:~.t rnte for a two-bodroom residence of $3 per month and ~ basic 

~ete!' r~tc for a 518 x 3!4-inch meter of $2 per month'. The latter 

r~.tewill allow up to 800 cuoic feet of w:!te:.r. The r:!tes are 

compr.\r~bl0 with those of other wcter systems of simil~r nature in 

tho gcncr~,l vicinity of ~.:pplicnnt t s :proposod operation'. 
'Conclusi.ons 

This opplic~tion; with respect to propo~od methods o~ 

finnncing the cost of instnllntion of wr'.tcr fC'ocilitics, presents 
unusunl fe~tures. While it is true th(l.t the Rnncho Cordov~ 

(1) The st~ff wns ~dvisod 1nformC'olly by one of ~pplicontts 
offici~ls, subsequent to the hearing, thnt in ~ddition to 
supplying w~tor to homes in Unit No.1, ,the system is ~lso 
.now conn\~ctcd to 17 houses in Unit No. 6 <'...'1d th~t construc-
tion is ;:-cndy to proceed in Unit No.2. The s1 tuntion w~s 
deser1bod ns critic~l since it nppenrs thnt w~ter is not 
otherwise nv.:-.ilnble. 
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Corporation, which owns the land, and the utility company are 

separate corporate persons, yet both are controlled by the same 

interests. The application, as originally conceived, and the 

e~dence of reco!d make it plain that the developers o~ this 
project are primarily concerned with the sale of homes rather than 

wi th opera t1 on of a public utili ty water sys.tem and havG ~;ttemptcd 

to limit their investment in the utility accordingly. This poses 

~ problem in regulation for the COQmission, since our concern 1s 

limited to the utility operation alone and to enforcemont of 

~tondards in the field of finance and operation that arc fair and 

re~son~blc both to the owners of a utility and to its patrons. 

Tho problem is likely to become seriOUS, if it is not olready so, 

with tho r~pid deve1opoent of housing trcets duo to tho unprece-

dented incrcnse in the .st~cfs population, of which we tik~ 

official notice. 

We should be disposed, were it nO.t for the uncontredictod 
evidence of rcc'ord thct no nOI?rby supply of wc.tor is nvnilablc to 

residents of this tr~ct, to deny this npplicction with projudice 

for l~ck of ~ showing of n fen~iblo method for fincncing construc-
tion of the necessary fncilities. Such ~ction, however, would not 
solve the practic.:-.l problem of whnt to do with this sys·tcm which 

C'I.lrcndy is serving wc.ter, e.llegedly wi thout ch~rge, to residonts 
of Unit No.1. 

Although we have power to issue cer~ificates of publiC . 
convenience and necessity, to authorize execution of eVidences of . 
indebtedness and to attach re~sonablc conditions to such grants and 

authorizations when a.ppropriate, we should be slow to eXercise. that 
power when invoked by an applicant which when clothed with it will 

commence lifo under such a heavy financial handicap as is indicated 
by this record. Moroover, it was not until the heuring thnt 
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applicant revealed the form of agreement by which it expected to 

~cqu1rc wuter 1'acilities and then only 1'01" Unit No.1. Likewise, 
the form ot contrD.c.t submitted a1'ter tho hc:-.ring ~p'plios only to 

that unit. The i'inanclD.l showing WetS \I;'holly inudequatc-. 

We nro of tho opinion that any certific~te issued herein 
should be limitod to Units Nos. 1, 2 and 6 of Rancho Cordovt\ Sub-

divisions. The showing made by ~pplicant, however, does not 

justify issunnce of a certificato at this time. If cpplic~nt, by 

supplomcnt.':".l applic~tion herein; 1s able to present ~ plan sntis-

f~ctory to tho COmmission for acqu13ition of necess~y water 

facilities, the Commission will reconsider its action. Meanwhile, 
the present application will be denied without prejudice. 

o R D B R --"-"--

PubliC hearing having been held herein, the Commission 

now being fully advised and pasing its order upon the f1ndings and 

conclusions contained in the foregoine opinion, 

IT IS ORDERED that the application of Cordova W~ter 

Company, filed horein July 28, 19~~, be nnd it is hereby denied 
,-

without pr0judice. 

In order to nllow D.pplic~nt to proceed without undue 
del~, _this order sh~ll be cf~cctiv0 on tho dD.to hereo1'. 

~F:""....ni:~~ 

D&tfo~&t ______ ~-~~1'ornin., this 
:lffIJ 

/ -
dey of _______ , 19'~. ,) 

) 
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