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Decision No. __ 5_1_5_2_6_ OIUCIIAI. 
BEFORE THE rUStIC UTILITIES CCMMISSION: OF THE STATE OF CAUFORNIA 

In the Matter of the Application of ) 
MONROE WELLS individually and doing ) 
business as WELLS WATER SERVICE, for: ) 
(1) certificate of public convenience } 
and necessity to continue the opera- ) 
tion or :and to construct and operate } 
an additional public utility water ) Application No. 36808 
system in unincorporatea areas known) (A.s Amended.)· . 
as Walnut Gle:'l and Columbia Rancho-, ) 
Sacramento County: and (2) establish- ) 
ment of rates for the service rendered. ) 

Introductory 

Clarence H. Pease, for applicant. 
Allan D. Lynn in propria persona, protestant. 
F. N. WoOdard. and Kenneth H. McB4!ein propria 

personae, interested parties. , 
J~hn F. Donovan and W. 'B. Stradley, £~r the 

commission staft. 

OPINION AND ORDER 

Monroe Wells (Wells Water Service) by the above-entitled 

application, filed March 17, 1955 and as amended A.pril 30, 195-;', 

seeks an order ot this Commission granting a certificate that public 

convenience and necessity require or will require that he provide 

public utility water service to an area comprising Walnut Glen and 

Columbia Rancho subdivisions and intervening territory in Sacramento 

County, and the estabiishment or water rates for service to be . 

rendered therein. 

Public Hearing. 

~r due notice to the public and to each present water 

user in the territory tor which the certificate is sought, a public 

hearing in the matter was held before Examiner F. Everett Emerson on 

May 3, 1955 in Sacramento. At the hearing no opposition to the 
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granting of a eertiric~te was itntf6rpol'sed>'bu't""~pOiit.ion to' the level 

of".:l\~tes was expressed 'by pres4int'~.wat·er ·u.sers~ ~i~:thErI area. The mat

t~, ,was submitted, on reeeipt of'~'late~i-i~ed':~exhl.b~ts""'''6n May 1:3, 1955. 

,Description of Properties 

An existing well ".',supply'"and'::,dfstribut.:toll syst'em in the 
. . 

Walnut Glen subdivision :1,s "so '1nst.alled;~,aridl":<operat.e(ft'hat it may 

serve approximately 'J5'.):o'!;s in t'hat::ja:rea. ""'nfe ":syst"em:','presently 

serves residences on ~12 of ' these :tots. ,:'A deep'~ell'\,tUrbirie PlmlP, 

locat.ed in the "approximate/:(:'ent'er of ",i'he area, dfsCharges the well 

water directly into a distribution system eonsisting\.o'!"approx1mately 

:2 , 590 feet ;0£ 6-inch and 225 .fee't of' 2-ineh mainS-.. :The ,:r'eported. 
total original co'st of this. system is $1°1740.42 d!StnbUted :'a$ 

follows: 

Pump 'House 
Well 
Pumping Equipment 
Mains 

$ . 922:.00 
l,18O.00 
3,302.00 
5,336.42 

The Columbia Rancho subdivision, 'loca~edabout 32; teet 

northwesterly from the Walnut- Glen subdivision, contains 25 lots. 

The water system tor this subdivision is to consist of one deep well 

near the southerly end of the tract and approXimately 960 feet' or 
6-inch, 115 teet or 4-ineh and ~OO teet ot 2-inch mains within:: the 

subdiviSion. Approximately SOO feet of 6-inch mains will be placed 

in Fair Oaks Boulevard to connect this system with that now existing 

in ,the Walnut Glen subdivision. The total original cost or the 

installation to serve the Columbia Rancho subdivision is estimated 

to be $10,015, distributed as follows: 

Pump Boase $1,000 
Well and Pumping Ewuipment 4,!47 
Mains 4,168 
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, ' The existing water system in, Walnut Glen is noW' owned by 
~. "~ . ~ , . ..... t", , . r ! " t 

the C'. C~ Ruby, ~amily who obtained the lands and water 'system through. 
....; .... .." . 

, " .,.; '~''',·~',!"r~.'''' ..... "'".·v •. ,.. , " . ,W', !!; .• 'j.. .. w '''''')o'~'''JII ...... .,. .. 
a receivership,. sale 'from 'one' F~ C~" Auf'or.th::who,·as 'then 'owner··caused' 

• ! ,I ", J ..... l. • .(1 ... J"...... , 
, ': ,..". ,', ..... ' • \I~ ....... It' ..... :. , I , ' .... , • 't,f' ; ..... ''', ,...... .". ~ .... 

the constructiO%('~.?d "installation 'of'" :t?h,~~fSyst~. None or--these, per-
I' -".' '\, . .'., "', ... , ..... 1" 'i- : I . ",'" ' I, • ;J I,. , ,,', 

sons has sought the authori'zation' of" th,is Commission to construc't' or 
f._, ,,". •• ' . 

,', \~ ,,)'.,'" ',' 'r· r'):;~."'l""';~')ifi' "",' ,. '~'VI·. <" '., 

operate the system or authority to make any 'charges for -:hewater " 
" I 

.• , ., ...... "'''I''' .', I ,,~ .. ~ ~... ~ , . I ~ . ~ • 

service rendered., By an agreement dated August'l, 1954, C,~ C .. Ruby 

and ~son.Y":"would "c~nstru¢t ':a:;"f~nc~~ahci' pump Shed;and convey the entire 

wate'; system:'::e';gether with~$700 for ;~~c1ern1zing 'the 'system, ''to " , 
- ~ .'.... . 

• " , : .. ..,... • " ~ "" '. • " ..," ..... ,,'\, ': ~\: " • .. ~ , . 1 J • ...' :- ~ " .. ~ 

Monroe Wells, the applicant herein •. Applican-e would pay to'Ruby and. 
, " 

,~.. . -, ''''' .. - , '" ~ , j' I ' ,... r OJ I, ' .".. 

Sori35 per cent of the annual'gross revenues derived from water cus-
. ", . 

• ," ,," • • ;., , ..... ~. • •• ,. • j 1""" . ,j ~ ~ , ' .. ", 

to%)iers ~'ithin the Walnut Glen subdivi,Sion'for a' period ot 10' year$~'-
+ '\ ,'" • ' .. I'" 1". • ", I • " • ... r;J~ .. , ",," ... ~" ,,". '1W: ... " ' .... 

commencing wi;eh the -date of'" service ;t,o the 'i~'tial customer within" 

the"'subdi-riSiori~y' :'·'The" aueeme;"t ;'£~her provides that if such' per-, , 
., .,. '. ' "') .~. ,. ," ... ,I f. '" t... .. ~ I • • • ' 

ceritage'is ,insu:f'£'icient to··yield the'actrual reasonable" eos't or the 
t •• ,'I 

• ,,' , ,4, ~ .. : • r~: ',1" ,~ .• ,.' , I~", i '" .. ~. " ,. I 

fae1lities, to, Ruby and Son, applicant"shallnot be responsible for 

any: defi~it~~ ,The: agre~ment is silent as to terms' governing a:sit-
" ••• J. 

~tio~:~her~,35,per'cent or UO$~ ~revenues. may exceed such~cost. ~ 
.... , /. I.' . , .'j . , . .... . . .. ~,. . '" 

" ,', 'The/ Col\lmbia Rancho suodi vision is a 'tract; developed 'for 
, ."", , I • 

. the· sale' of.,',homes' by Bonnie Ho;iies, Inc;,' a California corporation: 
."'~ .. ~) ' .. ,. '. ~~:~,:.. _.-: .... L , ,r'; 

17 The agreement, attached to the application herein as Exhibit No.3, 
wh"ile purporting 'to, ,be between C. C. Ruby and Son and applicant 
Monroe Wells, is signed by C. C~ Ruby, 'l\!abel C .. 'Ruby, Carl C •. Ruby, 

,-, "-and' Bet.ty::I:=:,:-Ru'bYT:Wh'o.se:interests in 'the ,matter are not disclosed 
in ,the·~:agz.~#~nt ~~win ~t~~',~ecord in thisproceed.ing~.( .. i~ .: '.~. '. -

y ~he ~ ~greem~t, is n6~!,je:tear) nor does the re6o~ in 'thiS: proceed"': 
:Lng di'sclose, when such· date of" cor::meneeoent· mght have been or 
might ,:ber'nor 'what "c6nstitutes an "initial Cl;.stomer". The sys'tem 
has served .:customers for some undisclosed period of" 'time. I • 

• , •• 1. "c' ,..' .• , . ' I I •• ' 

1I The "'ac~ual"reasonable cos,t" or the facilities ~9 Ruby and Son 
are not. stated, nor does 'the record d!sclose such cost .. 

. -,' ~ 

I': 
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.. • • ~.' ',. , • ',. ~ I 

Bonnie Homes is now installing, and at the time of hearing had 
'. • .',10:,', (,.'," '0 I I 

prac~ically completed, a water system in the tract ~ order ~o pro-
: ',:,,4,' " ' ,."". 

mote the sale of its homes. It purports to be desirous o!'contract-
• :' • • • "~'- • • J ,,*. M " • ifl'",' '. j 

ing the services of Monroe Wells, applicant, herein" for the 'operat~on 

~d mainte~ce of the ~ter system.!=! Bo~e·'Ho~es,.' under '~h~' '~e~$ 
" , , , ' /'. •• ,. 'I' , , '. . ,. ,< -

of the proposed agreement,'would convey to applicant,the entire water 
• • ,.'~' .J ~ .. J ~ , ,., • ,";' •• 

system in the Columbia Rancho subdivision ~£ree, clear and unencum-
..... 
,I • I':'~: ' 

.... 

bered" • For such conveyance, however, applicant agrees t¢' pay Bonnie 
, 

.-,~. . . :,.'. ", ," ..... 
Homes a sum equal to 35 per cent ot the annual gross revenue derived 

• .... I' 

f • :;' ""''','', " ~I' • 

within the boundaries of the tract tor a periO<i ot.10 years", commenc- ' 

ing".rith the date of the'~ons~tion of the agre~ent.i/ Th~ p~o;;" 
~ • • .. f' , .' ... 

po~ed agre-ement provides that applicant would pay Bonni~ HOI::ies,~ in 
~. ... . ' ... , :, J J,' • 

l~eu of the 35 per cent of gross revenues, 20 per cent of the sal~S -, ," ...... 
, I ,', 

price net to applicant tor sale of the water system should applicant 

sell the system within the first year and that in the event of the 
.. ·it ~".' ... '. ~,:,: • " '''.' 

sa:l~'at any subsequ~nt title ~pplicant would pay to Borm1eHomes; in 
\ "' ...... ,. . ,,".~ .. , ~~ ", ~~ , . 

li~,:{·:-:o£'··:such' 20' per~#e.ent.~'" 2 per' cent of the net sales multiplied by 
• • " l ,., • ", .j', /011"'~ 

the number of years or fractions of years rem.a.i'ning'wi thin the 

16~ye~:·g:.~~s r~~en~~' period:§! ,~: "~';!" 
.. ' , ', ..... 

" .' t'·' + ..... , 

Financial Responsibilities, 
,. ;', J 

With respect to system opera~ions, applicant estimated 

"'tOtal .. annual··oper,at.i;ng~~~nse$::-O;£, -,$Z~.200 and',:"tot.al-;--p!>ssiple,7' annual--· 
'_'. .' , ' •.•• , ,: '"~,, ,I .~'~ , .... I.J·~." ".:',' , ." :" :' ,., .~:,".I, ~," "i;,~.. "',,, ..., 

, ' ," ",' : ra'r" - ., .. , ;"u "", 

opera.ting reven'tle's" of $2,579 when the two tracts were fully occupied 
'". ~ '.' l' ;",-

... ,'j , :' ,~, , 1"' ' ," 'J " .. ...:' .r~ ': ,~ ..... :. . ',-',~''; 

.".' ... "~':,.~~~:":. -.'~' .. "" "~ .'" • ~. l 

" ' . ~ . ", ' ' :', r~ •. ' ~, :"', "", I'.: .',: .'. '.' ,-,. , i to 

.... '. ~' : ., "'. F"<- .....,.~ ,..__ ,,,. ~. ~,. " 

bJ A proposed. ',,;agreement be:tween, the, two is a'ttached to' the: applica.-
tl." on as' E""'I..~ 'Io...t't No • 6 ... or .' , , ". " ' , ... , " , ... ~J,.,J".f.,J.. ..' .., •. .:- ~ . " .. , ! ' 

2.1 Such!' an . agre~ent would seem' to' completely negate the sta~d. con-
veya.nce ~free, clear and unencumbered"., " 

§/ Thus if the system were sold in the first year Bonnie Homeswoul,<1 
receive only' 20 per cent of the net sale price; if in theseeond 
year, 35 per cent of first year's revenue plus l8 per cent or the 
sale price, etc.; in a:n.y practical evene, a, considerably les~r 
amount than the cost of the system. . 
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and f'u~ly served. From ~he nature \ of ·the agreements £or ~y~tem 
.~ ~~:: ~JI.:~ :' .,: ,..: ~ ."; 

acqui~ition, the maximum revenues which applicant molY have tor oper~ 
• ,;. ." ," ~ •• ~. '"!" ',I:,' .. " ~. ~ 

ation .or the syst~ will be only $1,676 (65: per cent of $2,$79) thus 
, r .• ~ , 

producing an operating loss of not less than :'$524 for each ~or the 
. . . :-':~' ~ ~ ,;, 

next 10 years • 

, .. Applicant presented a financial s~.;..temen'C as Exhibit No.2 

in this proceeding and testified relative thereto_ Cross-examination ., . 

rev~aled that $20,000 of the $31,561 ne~ wort.h ~herein se~" forth is 
• j • "1 " ..... "" ~ , " ' • 

ror the two water systems which applicant docs· not now own' but which '..... . J.. ; .. ' ... : ~.. '" 

he would eventually acquire under the agre~ents above d:is~ussed .. 
• • ~ ., • I " • I'~ • • • . . ," 

No showing was made that applicant is in, such financial 

con~.ition, that the prospeetive continuing losses in operating this 
I, .. ,. , 

water system can be sust.ained •. 

Conclusions 
" , 

• • - ~ • I 

. ... " • 0' •• I - ,~ I.. ;. ~ 

,~lhen ~~ applicant, as herein, seeks the, privilege, of oper-
.' ,.";.;1 .'.:.. . ... j " 

ating as a public utility it thereby dedieates,.its se~ee"::~ t~e. ,. 

publie and eovenants with the State that it' will perform its publie 
. . .. ~" , '. I: "" .. I 1 " ... !' .;1, ." '. ~ 

duties as a utility_ or t~ese duties, a most !undamental one is that 
.' ...,.. I, 

, t • • 

it will furnish an adequate and. a eontinuing service to the public at 
" . ", , ' , / , ~, ... : ...... ,",; ..... ,. 

The public interest is paramount and it is the 
,. ',~ I ",' . '.' :' 1/ c" ,,~ I.:.:,~,'" . ~,', ~ i , 

reasonable rates. . " • '",v 

plain duty or this Commission to protect that interest. The 
r" .' .. , .~, ~~, ' ,. *. ' , ~~. • , \. -" ". r':. ~". ;.,. -II, , I • • 

prospective water utili'!;y should have some probability o.fsuccess1"ul 
" , ", ~ ; '., " • ," I : .,.' .' ~ ~ , .... :,. ti'.' ;', .~. ". . I ,.; 

operations if ~he public interest is adequately to be served. If it 
I ,,' • " ' "'.~ ,". ' : •• ::., (" .: I,. • '" :' ~' ,,' ~~ .. 

d.oes not. it may collap,se, leaving the water.users who are completely . . 
.... ".,'" '." 1 

dependent upon it with a deteriorated system or inad.equate·service, 
I • ~ r", . • ~ ..... ' • ~ • ' ,'.. ".' • ."'; :,~ Ii. I .. ; ~,I ,; ( ...... ~., ::~ ;, ,/~~' .; {I".", rl '); _~ , • 

or indeed, ~~~ n~ s~~ic~ ~~~so~v~r~ 
• ~", 't'" ',,': ..... " .. ~, ' .' .. ' ., "'- ,', ..... : • .i:·~/t; :',~~~':;,~,:,,;~' ... I,':,:,~~, , .... ;:~:".,~;,.,<' 

I,n, th~,~" pro~eeding w.e" ~~~?ver what appears to be an exist-
• "' r. ,'- , , .,.... ~. '"\ • I' - • ,. I ~ t ~ ..,. f I .f..... .. ,4 "'" .' ~ ,. .. ~ , I' 1 ' 

ing unlawrul. water ut~li ty-.~pe.ration", i; t~e Wai~~t Glen subdivision, 
.~ . \. ~ ... ': '~.,"~ '; ~ i;" . \ .,.. ~ '""",, ~ ,-" .' f'" .. 

~he owners or operators 01" which propose to transfer such operations 

to the applieant herein. The basis for the transfer l1esin the 
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provisions or a now superseded utility extension rUie designed to 
.~ <# .. ,,~,. ~, • - ... I, I • • ' 

govern :nain extensions from an existing . utility system;. No mere 
-," .... , " eXtension of m.3.ins or parcial expansion ot a water syst~ is here 

.~ t ''I. 

contemplated; rather, the refunding proVision or a main extension 

rule is sought to be applied to the purchase or an entire and essen~ 

tially complete system. Further, the ~nce prevalent rille (whereby':' 

the total cost of a main extension was ~epo$ited as an advance to the 

utiiity and refunds on such deposit were made at the ra.:.e of' ~; per 

cent of revenueS over a lO-year period) i~ recent years has proved to 

be so burdensome to water utilities and the public alike t~'C 'Chis 
, ',." , ."'i~~/ . • " ,'.' c, ''''/~. • 

Commission ordered all ·N'ater utilities in this State to, file revised 

ruies substantiB.liy lowering such percentage and substantially 

extending the petio~ over which refunds might be made.1I In short·,~ 
. ' I ' - .: ,"\, ~. ...' 

the purchase proposed With respect to the system in Walnut Glen can: 
.... ~... . . ' . , 
not be authorized without negating the prinCiples of proper utility 

financing and without placing applicant in such a deficient opera~ing 

situation as to maxeeventual successful operation extremely remo~e 

and improbable, if not imPossible. 

The record in this proceeding makes it plain that the 

developers of the Columbia Rancho subdivision are concerned, with the 

sale of homes anQ not with the operation of a public utility, system 
irOJ:l which such homes might receive water service.' The deveiopers, 

are constructing a water system Which, if they were to operate and 

seil water therefrom, would. constitute a public. utili'Cy operation ': 
, I 

unlawfully commenced without. the authorization of this Commission~ 

They seek to avoid u:ility operations and the State;$. regulation ! 
" 

thereof by t ran s.f'erring the completed system to the applicant herein:. 

••••• •• •• , .... ..... ... .. ,._ ._ ....... , ... _. ,_ •• 1.-" ....... _. 

1h_ .. J~ecision No. 50580 in case No. 5501, issued September 28; 1954-
. ...; and reported at 5) Cal PUC 490~500:. -, , .'-
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The transfer would be accomplished on essent1a.l~y the sa:ne basis a.s 

t.hat above discussed wit.h respect to t.he Walnut Glen tract. ': The same 

deficiencies· would her.e ,~pp~y. In addition, however, the t~s.:o£ 

t.he proposed transfer agreement provide that, should applicant sell 

the syst.em within one year t.he developers would relieve applicant 

from further purchase payments upon applicant's paying them 20 per 

cent of the net price of the sale. In our opinion, such a provision 

is an open invitation' to applicant to sell the system, reaJ.ize a 

profit thereon without having any investment therein, and thus.'leave 

both the developers and applicant relieved of any obligati,on to serve 

the public. A comparable situation would prevail in any ensuing year 

up to the termination of the agreement .. 

~le should be disposed., were it not for the uncontradicted. 

evidence of record, that. no other adequate near oy supply of water 

is available to the Columbia Rancho tract 7 to deny this application 

with prejudice. Such act~on, however, would not solve the prac~~eal 

problem of providing the residents of the tract with water, nor 

-7-
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would it as:s~e a reasonably adequa~e service to the resid.ents or the 
Walnut Glen tract. 

Although we have power '!;O issue certificates of public con

venience and necessity, to authorize, execution of' evidence or 

indebtedness and to attach reasonable conditions to such grants and 

authorizations when appropriate, or to deny the 'same, we ~hould be 

,slow to exercise th3t power wh~n by so doing an applican~ wi~J.. com

mence its utili~y life under such a heavy financial h~~~~p as is 

indicated by thi~ record or when ~he perpetuity ,of ut~~ty service 

at reasonable rates to the public is so uncertain. We are not' eon-:

'vinced that proper utility service will be forthc~ng rr~m an owner 

who has no investment'whatever in the system. Nor do we feel that 
, , ' 

prospective water users should be placed. ·in $ucha pos1 t10Il that 
" , . 
their ba.sic needs for water must depend on nothing more substantial 

than an "1nt,ent-1'fto perrorm • 
• , • • j • _ •• c 

The ~inancial showing in this record. is wholly iXladeq~te 
and, in our opinion, cox;trary to the pub:l.iC interest. or the parties 

:nos~ ~oncerned~ (C~ 9'~ Ruby and Son, Boruu.e ,Homes, Inc., and 

appl~cant) only a~p.licant Wells and his, couns.el were in attendance 

at ~he hearing in this matter. These parties should carerul~y reView 

this decision and the entire matter and attempt to arrive at sucb a 
-, '. . 

so~~tion as will meet both their own needs and those of the publ;c ~ 

If applicant, by supp~eme~tal application here~n, is able to present 

a p~an satiSfactory t~ the Commission for the acquisition of 

necessary water faCilities, the COmmission will reconsider its action .. 

The pre~ent application will be denied without prejudice,. 
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Public heari~g having been held, the matter having been 

submitted and the Commission basing its order upon the £indizlgs and 

conclusions contained in the foregoing opinion, 

IT IS ORDERED ~hat the application of Monroe Wells, filed 

herein, be and it is hereby denied without prejudice. 

In order to allow applicant to proceed with the preparation 

of a s·atisf'actory plan of financing and acquiring water£aeilities' 

without undue delay, this order shall 'be effective on the date hereof'. 

Dated at Ban F!udIco. , California, t.hi.~ ...:: / ~ . 
day of __ dz"-#""'-"··-....-:f-7-....... ~c::--· __ , 1955. . 

G?Ltn~( -_~~~crent. 
~ ... ~ .. ~:~:~. JO':2 . ...., 

~~ .. 
/-// /./. ~ . / 

/~/~/ 

Commlss10nelJs. 
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