Decision No. 234042

J g Y
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of )

CITIZENS DCMESTIC WATER COMPANY, a ) ‘
corporation, and SOUTHWEST WATER )

COMPANY, a corperation, in the alternay) - Application No. 38576
ive, for a certificate of public ) - (Amended)

convenience and necessity to serve | |

certain territory in Riverside

County. ‘ .

Gray and Guy by Arthur D. Guy, Jr., and John
C. Luthin, for zpplicant. -

Best, Best & Krieger by James H. Xrieger, and
Foward Greason, for Daly Water Company and
Riverside Wwewer Company; and Louis R. Mate,
Vrs. Jack lawrence, Ceeil Carlton, Freank
Zresson, and A. B. Harlcss, in propria
persopae; interested parties. ,

Charles W. Drake and Richard R. Entwistle, for
tae Commission stari.

QPINION

Citizens Domestic Water Company,;/ 2 corperation, and

Southwest Water Company,g/ a'corporation, in the alternative,z/

by the above-entitled application filed November 7, 1956, as
amended Jaxuary 9, 1957, seek a ceitificate of pﬁbiic éonvehiénce
and necessity to constfuct, extend; and operate a public utility
water sysvem In unincorporated territory; Riverside County,

adjacent to the westerly limits of tae City of Riversideé/ in the

\

1/ Hereinztiter referred to as Citizens.

2/ Hereinafter referred to as Southwest, or applicant.

3/ By Decisiom No. 54160, dated December 4, 1956, in Application
No. 38246, authority was granted to Southwest to acquire 2ll of
the assets, operating rights, and certificate of public con-
venience and necessity of Citizens, and pwrsuant thereto,
Citizens has been dissolved as a California corporasion.

L/ Hereinafter referred to as the City.
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are2 delincated on the map attached to the amended application as

Exhibit "B". Authority is also requested to acquire from Riverside

5/

stock of Daly Water Company,é/ & mutual water company, for the cone

Water Combany, 2 mutual waser company; 21l of the outstanding
sideration of & combination of cash and applicant’s stock.

Public hearings on this matter were held before Examiner
Stewart C. Warmer on January 16 and 17, 1957, at Riverside. There
were no protests to the granting of the application although one
water user, now being sérved by tie City and 2 potential consumer
of applicant, inguired about “he quality of applicant's ﬁater and
the probable ceffect of the applicgtioh en his?waéér service and
rates therefor. |

The matter was consolidated for hearing with an adjourned
hearing on Application No. 38110 of Daly Water Company,Z/ which
Proposes to operate as a public'utility in accordance wiﬁh an
amendment to the articles of incorporation of Dal&, the outual,
on October 30, 1956. By 2 letter to the Commission dated Jamuary 15,
1957, the contents of which are of record in the proceeding, counsel
for Dely, the proposed utility, for Dely, the mutual, and for
Riverside, the parent mutucl thereof, advised thet Riverside and
Southwest had entercd imto an agrecment providing for the transfer
of the stock of Daly, the mutual, to Southwest, provided th@t
Southwest's service area were oxteaded to include all the lands
set forth in the instaat application as cmended. Safd counsel

stipulated at the hearing that if the instent application were

%/ Hereinziter reforred to as Riversidc.
Hereinafter reforred to as Daly, the mutual.
Hereinafter referred to as Daly, the proposed utility.
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granted, Daly, the proposed utility, would withdraw its application
and request that said application be dismissed.

A copy of the egreement dated December 27, 1956, between

Riverside and Southwest, was received in evidence as Exhibit No. 5,

and a copy of an option agreement of like date, granting éoumﬁwest,
or its nominee, a right to repurchase or puxrchasc from Riverside |
the $30,000 par value of Southwest's Cless A cumulative prefefred
5% percent stock, proposed to be issued to Riverside by Southwest
as part of the consideration for the transfer by Riverside of <he
stock of Daly, the mutual, to Southwest, at 75 percent of par value
plus acerued dividends to the date of exeréise of said option, was
received in evidence as Exhibit No. 5A.

General Information

g/_

5,000 acres, and water service was belng furnished therein to an

Applicant's present service area™ comprises approximately
average of 2,599 comsumers during the yecar 1956. The éxisting

arca is gencrally known as La Sierre Heights locaved in the vicinity
of Arlington,.éiverside County, and is primexrily agricultural-
suburban. The source of water supply for said afea consists of
four wells witk presently instelled pumping plant capacity of

2,880 gellons per minute. Seid area is divided £zto two pressure
zones. Zome 1 has water storage facilities related vhereto with

& capacity of 1,140,000 gallons, and Zore 2, a low pressure zone,
has water storage facilities related thereto with a total capacity
of 440,000 gallbns. |

g/ Applicant’s present or existing service area, 2s used herein, is
that area form rly served by Citizens and which is zmortherly of
and contiguous %o the area herein requested to be-certificated.
Applicant 2lso serves two other arcas which arc not contiguous
and are unrelated to the present proceeding.

-3
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The proposed area is adjacent to the souther;y.boundazy
of the existing service area and extends south to the Riverside
Water Company canal, east to the City limics, and west 10 approxi-
mately Grant Strect. It comprises approximately 1,450 acres.
Included in the proposed area are 2 new subdivision known as
Skylark Tefrace, in which about 4O homes are wnder construction,
and 2 suwbdivision at Nye Street and Magnolia‘Avenue'partly served
by the City's Water Department. The record shows that 2 portion of
the proposed area formerly was included within the City limits but
hes been withdrawn therefroxz by the City Council. The City’s'
Water Department still furnishes water service to cpproximately
98 scattered conswmers along said Water Depaftment’s 6-, L=, and
2-i§ch water mains, the locations of which are showh in red on the
map, Exhibit No. 1, filed at the hearing., The record further
shows, and the maneger of the Water Department testified; that the
City will nov 244 new conmsumers to its water syst¢m'outsidé the
City liqits, and that an offer submitted by Southwest to the City
to purchase the City?s existing facilities in the proposed area
and to furnish water service to the City's consumers therein had
been received by the City and "tabled®™. The Cicy offered no
objection to Southwest's application o secrve the proposed arca.

The proposed crea includes 2ll of the lands owned by
shareholders of Daly, the mutual, and Riverside whick have been
receivirg irrigation water from said companieé west of the Citj'
limits and which are within the area requested by Dély, the
proposed utility, to be certificated to it in ipplication No. 38110,
supra. Counsel for the mutual companies wrged, and the agreement;

Exhibit N6. 5, provides that all of said lands be included in the
area certificated to applicant in order that domestic water Service

would be available. thereafter to 2ll of said lands."

Ly
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Sources of Water Supply

The record shows that applicant?s present sources of

water supply and storoge facilities are barely gdequate for appli~

cant's existing service arez, and that in order to serve the
proposed area opplicant must acquire or develop additional
sources of supply. By purchasing the stock of Daly, the mutual,
applicant would acquire three wells in the proposed arca, the
locations of which are shown on the mﬁp, Exhibit No. 1. Their
presently installed production capacity is 2,150 gallons por
minute, and their locations are such that their present watér
production could be utilized by applicant to supplement its sources
of water supply for its existing service aréa,in:addition to Serv-
ing the proposed area. The quality of the w;tcr is "hard" as is
all of upplngner water and, as is, apparcnzly, all ground water
pumped from the Arlington Basin.
Rates
Applicant proposes to apply its Zome 1 meter rates to
the proposed area. A caiculation from evidence of roecord indicatos
A thaz‘ for 2 consumption of approximstely 2;000 eubic feet' the
monthly charge would be $3.45 compared with a charge of $4.30 now
being paid by consumers of the City outside the City limiisa
The agreement, Exhibit No. 5; provides; in paragraph 3
thereof that Riverside agrees to purchase fronm applzcant 5,000
m;ner’s ;nchg/-dqys of irrigation water to be made available at

Riverside's main'cana; at the terminus of the li-inch line which

-9/ A minerts inch as used herein is defined as one-fiftieth of 2
cubic foot of water per second, and a2 minerts inch.day is the
quantity of water resulting from 2 continuous flow of one miner's
inch for a period of 24, howrs.
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runs from Daly's, %the mutual's; wells To said canal, and Riversido
agrees to pay 60 cents per miner's inch;day for said irrigation
water and a minimum of $3,000 per year whethor or not said wﬁter
13 actually used by Riverside, dut for the calendar years 1957, -
1958, and 1959 only. It should be noted in this connection that
applicant has not filed a2 toxriff for irrigotion water service.

Proposed Financing

Applicant proposes to acquire the 499 shares of capital
stock of Daly, the mutual; now owned by Riverside; for $30,000
cash and $30,000 par value of 5% pércent cumulétive.preferréd
stock. A consulting engincering witness for applicani submitted as
Exhibit No. 3 2 replacement‘cost new less depreciazidh appraisal
of Da2ly's, the mumual's; facilities witk the reservé—requiremenz
computed on a 5 percent sinking fund acerual method. The total
replacenent cost new set fortb.thérqin was $&7,7ll;'with acerued
depreciation of $a;285.18, and nét value o£'$43;425.82. This
witness testified that if depreciation had been compuzed on the
straight-line accrual basis, the netv value would have been
$39,499.22. 4 Commission staff cngincering witness submitved an
historical cost cppraiszl of $38,133.l7; with a depreciation
reserve requirezent of $6;Ol7.32; for 2 net value of $32;ll5.85.
The Commission staff recommended that applicant use the stiff?s
appraised cost of Daly’s; the muzﬁalfs; facilities in all future
rate cases. | \

Applicanz'based its consideration provided for inv
Exhibit No. 5, of the conxemplated.payment, hereinbefore noted, to
Riverside by Soﬁxhwest of cask and stock for Daly's, zhe_muzualfs;
stock on 2 negoticted price of $60;OOQ. Applicont's witness
testified that RiverSide had first asked $75;OOO in cash; part to
be paid on time. Southwest countered with an offer of $50;OQO

b
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. consisting of $30,000 cash and $20,000 stock. The price was
ncgotiated theroafter by hoth partiés, and the sum of $60,000 wns?
agreed upon, as noted. \

Othor Staff Recommendations

The Commission stoff engincering witness, in Exhibit No. 9
a2 Commission staff report of an investigation into the application?
as cmended, recommended that‘no now customers be added outside the
cervificated ereas and that applicant be restricted to the arca
proposed in the application and the existing service area‘unmil
applicant demonstrates t¢ the Commissionvthdt its water supply,
storage reservoirs and distribution systems are adeguate to take
care of the entire combined certificated arca. The applicanz
alrecady has extended its service to & new subdivision to the
northwest of the Twin Butte reservoir and outside its certificated
area. The staff witmess stated that the load at this part of the
sycten is critical since the entire peck flow is from the Twin Butte
reservoir. During peck demand water cannot be pumped from vhe
wells to the reservoir. The recommeriation was based on an engin-
dering study containod in said exhibit which projected; fhrough
the year 1961, the estimated demands for waser service in applicant's
existing and proposed areas based on kaown sources of wazer.suppiy,
storage, and distribution facilities, and growth in the number of
coOnsuUmers.

The staff engincering witmess also recommended that
applicant complete and operate in 1957 necessary facilities to
serve Zone 2 with water pressure between 40 and 60 pounds per square
inch; that applicant change system design to allow all wells to
pump directly into the distridbution system; and install adequate

transaission mains to supply the area and the reservoirs; that all

regservoirs should fioat on the line; that applicant should file a
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current set of standard practices; and that applicant should

purchase the Worthington Well (now leased and serving the existing
area) or enother of equal capacity. Certain of these reconmendations
will be incorporated in the order to follow. |
Applicant's Proposal to Improve Water Supply,

Storage, and Distribution System Facilities
and Imorove Service Conditions

Applicant's witness, its gemeral manager, testified that
applicant had recently acquired frox Citizens the water system o
be known as its La Sierra District; that it rccognized many of the |
deficient service conditions testified to by the staff;witness;
and that it planned extonsiwve rehabilitat;on and development of the
water system to accet accepradle stanéards, but thﬁt completion of
these plans would require considerable cross system support ond
would take severol years €0 accoamplish.-

Findings and Conclusions

The Commission finds and concludes that public con~
venience and necessity require that Southwest's application for a
cortificate of public convenicence and necessity to serve the
unincorporated territory of Riverside County delinected on tre n2p, |
Exhibit "B", attached to the amendment to the application be
grented and the order which follews will so provido.‘.The cexrtificate
of public convenicnce and necessity granted hereinafter is subject
to the following provision of law: |

That the Commission chall have no power to

authorizo the capitalization of this cervifi-

cate of public convernience and necessity or

the right to own, oOperate, or eajoy such

. certificate of pdblic convenience and

necessity in excess of the amount (exclusive

of any tax or annual charge) actually paid

to the State as the ¢onsideration for the

issuance of such certificate of public con-

venience and necessity &« right.

It appears from the record that the truc negotiatcd price

for the purchase of stock of Daly, the mutwal, from Riverside by

-8-
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applicent 43 $52,500. Considering applicant's nceds for acquiring =
additional sources of watcer supply and the aveilability thereof

in the area; the demands for domestic water service in the proposed
ared; the fact that counsel for Daly, the proposed utility, has
stipuloted to & withdrawal of its Application No. 38110 (supra) to
serve the arca, thercby saving the costs of litigation before the
Commission in pursuing its application; the costs of such litigétion

to applicant; and other factors of record in the proceeding; N

applicant will be authorized hereinafter to issue 522,500 par value ...

of its 5% percént cunulative preferred stock to Riverside for the
purchase of Daly's, the mutual's, stock as 2 partial consideration
of such purchasec. |

A copy of an agreement dated October &, 1956, bécwecn
Citizens and Capri Estates, Inc., Manhattan Terrace No. 1, Inc.,
subdivider, was submitted as late-filed Exhibit No. 10. This
agreement was intended to provide for the installation of a water:
systen and the service of water by Citizens within a subdivision
identificed as Skylark Terrace, Unit No. 1, and for the advance by
the subdivider of a substantial sum of money for the purposcs of
contributing toward the constru;tion of soid water system, but with
no provision for any refund thereof. It appears that the agrecment
neither conforms to the appropriate sample forz of main extension
agrecment filed with the Commission nor has it bheen approved by the
Commission. Thercfore, applicent will be ordercd either (1) to
negotiate and file with the Commission 2 copy of a revised main
extension agrecment that does comply with applicant's filed main
extension rule, or (2) to negotiate & new agreement to be submi;ted
to the Commission for approval in accordance with Section X.A of

the Commission’s General Ordef No. 96.

-
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The option agreement dated December 27, 1956, which
apparently grants Souzhwest; or its nominee, the right to
repurchase or purchase from Riverside the shares of Southwest's
Class A cumulative preferred 5-1/L percénz stock; is not to be
deemed approved by this decision or to permit Southwest to
repurchase from Riverside any of said shares of stock unless such
repurchase 1s made out of earmed surplus or out of surplus result-
ing from the reduction of the stated capital of Southwest.

It is hereby found that applicénz's service is inadequate
in many parts of its system. It has the responsibility of provid-
ing adequate service within its certificated area before it makes
any investment to serve customers outside the certificated area,
Therefore, it will be ordered that no new custoners shall be added
outside the existing service area and that afea certificazcd by
. this decision; watil the Commission, upon sufficient showing/,
shall have modificd the order herein, ‘

The action taken herein with respect to the isswance of
stock shall not be construed to be a finding of the valwe of the
property to be acquired, and the negotiated price shall‘noc, |
.necessarily; be adopted by the Commission in determining applicant’s

rate base for rate-meking purposes.

Application as 2mended, as above entitled, having been
filed, public hearings having been held, the matter having been
submitted and now being read?‘for decision;

IT IS HEREBY ORDERED as follows:

1. That Southwest Water Company, & corporation, be,
and it is, granted a certificate of public con-
venience and necessity to acquire, comstruct and
operate a public utility water system in uwnincor-
porated territory, Riverside County, in the area

Yo
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delincated on tke map, Exhibit "B", attached
to the amendment to the application.

That applicant shall not extend its water systen
beyond the boundaries of its existing service
area known as its La Sierra District and the
area ¢certificated herein without further order
of the Cormission. '

That applicant shall submit in writing to the
Commission, within thirty days after the
effective date ¢of this oxder, a list giving

the name, address axd initial date of service

of all customers being served as of said
effective date who are not within scid exdsting
service arca or the ared dbeing certificated
herein, together with 2 map showirg the location
of such customers with relation to the boundaries
of szid areas.

That no new customer shell be served outside
said existing service area and the ares certifi-
cated herecin until epplicant shall have first
subnitted in writing to the Commission (1) 2
sumary of the changes planned to be made to

the water systems as then existing in order to
furnish’ an adegquate supply of water to the -
Twin Butte reservoir and to serve the north-
western portion of said service area at proper
operating pressure and (2) 2 stotement that such
changes have been made and showing the date when
the nccessary foeilities were nlaced in operation;
and then 2ot until the Commission, wpon such
showing, shall have modified this order.

That within ninety days after the effective date
of this order, applicant shell make such changes
in its water gystenm ond install sueh focilities
235 may be necessary 0 maintain 2 ninimum pressure
of 40 pounds per square inch in Zone 2 of its said
existing service arca. Applicant shall notify the
Commission in writing within five days after said
facilities hove been placed in operation.

That applicant on and after the effective date
hereof is autherized and directed to charge its
presently filed schedule of La Sierra District
Zone L nmeter rates for water service im the area
certificated herein, and to a2pply in said
certificated area its rules which are on file
with the Commission.

That applicant shall, within forty days after
the system certificated herein is placed in -
operation under the authority herein granted,
revise L1ts presently effective Lo Sierra District
tariff schedules to provide for the application
of its rates and rules in the area certificated
herein, including 2 tariff service area mop,

-1l
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all in accordance with the procedure prescribed
by General Order No. 96. Such rates, =ules and
tariff service map shall become effective upon

five days' noticc to the Commission and to the

public after filing os hereinabove provided.

That applicant is authorized to file in quad-
ruplicate with this Coxmission in accordonce witk
the procedure preseribed in General Order No. 96,
after the coffective date of this order, the

rate schedule set forth in Appendix A attached

to this order 1o be e¢ffective on or hefore the
date service is first rendered under the authority
herein granted, and on not less than five days’
notice to the Commission and to the public to
make such rate scaedule effective for service
rendered thereafter.

That applicant shall file, within forty days
after the systenm in the ares certificated herein
is placed in operation under the rates and

rules authorized herein, four copics of a2 com-
prehencive map of its La Sierra District service
ared drawn to an indicated scale not smaller
than 600 feet to the inch, delincating by appro-
priate markings the various tracts of land and
territory served; the principal water production,
svorage and distridbution facilities; and the
location of the various propertics of zpplicant
in said district.

That epplicont shall notify the Commission in
writing of the date on which the water systenm
was placed in operation under the authority
herein granted, within five days thereafter.

That applicant shall review aznnuclly the aceruals
to depreciction reserve which shall be determined
for cach primary plant account by Qividing the
original cost of plant lecss estimated future net
salvage loess depreciation reserve by the esvimated
remeining life of the swrviving plant of the
aceount; and the results of the revicws shall be
subnitted annually to the Commission.

That applicant be, and it is, authorized to issue
225 shares of its Class A cumulative preferred

5% percent stock in the stated amount of $22,500

to Riverside Water Company, a mutuwal water company,
together with $30,000 cash for the purchase of all
of the 449 shares of stock of Daly Water Company, &
zutual water company, owned by said Riverside water
Company-and constituting all of the outstanding
shares of stock of said Daly Water Company. The
Couzmission is of the opinion that the money,
property or labor to be procured or paid for by the
issuance of such stock is reasonably required by
applicant for the purposes herein stated and that
such purposes are not, in wholc or in_pare,
reasoncbly chargeable to oporating expenses or

to income,

=12~
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10.

That applicant shall file with the Commission
a2 report or reports as recquired by- the
Cormission’s Generzal Order No. 244, which order
ingofar as -applicable, is made a part of this
order.

That the authority herein granted will lapse if
not cxercised within one year after the effective
date hercof. ‘ .

That applicant, within thirty days after the
effeetive date of this order, shall negotiate an
agreement between it and Capri Estates, Inc.,.
Manhattan Terrace No. 1, Inc., subdivider, to
provide for the installation of facilities to
furnish water service within the subdivision
identifiod as Skylark Terrace, Uzit No. L, which
agreement shall either:

(2) Conform to the approprictc sample form
of main cxtension agrecment on file with
the Commission, in which case a certified
copy of such agreement shall be filed with
the Commission within five days after the
date hereof; or

(b) Conform to the requircments of Scction X.A
of the Commission’s Gencral Order No. 96,
in which casc the regquest for authorization
by this Commission shall be made by formal
application, in accordance with: the
Commission’s Rules of Precedure, within
fifvcen days after the date of said agree-
ment. '

That instollation of utility plant cexceeding $100 for
each projeet or contract, waen not performed by the
utilityts own construction force; shall be based upon
scaled competitive bids. Southwest may reject the
bids of bidders who are deemod unqualified, but there
shall be 2 minimum of threec dbona fide bidders, each
varanteeing to do the majority of work with 2ts own
orces. Contracts may be by specified projects or
by unit prices for 2 period not exceeding ome year.
Southwest shall maintain 2 record of bids and bidders
and certify therecon that the ninimum three dbidders
are nonaffiliated with and nonfinonced by applicant
or its officers, directors and/or ecmployees in any
zanner, that bidders were notified at least five deys
in advance of the time and place of opening bids,
and that bids were opened in the presence ¢f bidders
who appeared. In the event that three bids are not
obtained and the utility does not clect to reject
all bids, the Commission shall be advised by letter
at least ten days in advence of awarding a contract.




43857657 @

This letter should set forth the circumstances and

indicate the nature of the proposed contract, to
what extent calls for bids have been, advertised,
what bids have been received, and what bidders worc

deened ungualified.
The effective date of this order Shall be twonty days

after the datc heorecof. . %
Dated at Swmm ., California, this L=

day of __ MARCH , 1957.

- Commiss ioners
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APTENDIX A

Schodule Ne. LS - LT
LIMITED TEMPORARY METERED IRRICATION SERVICE

APPLICARTLITY

dppliceble to temporrry metered irrigetion service funishod to
Riverside Wntor Compery. '

IERRITORY

The unincorporatod commmity of Lo Siorra, and vicinity, Rivorcido
County.

RATES _
Por Motor

por Yonr
Quontity Roto:

For «ll irrigotion wotor dolivorod
por miner's inch pOT 24-HOUX TN cevserrssscrcsccencee & 0,60

Annuel, Mindmun Chargos
Por %mch somco .'t.....-..ll....‘....."l!......‘.. sB’mlw
Tho dnnuol Minisnm Chergo will ontitlo tho
custemer to tho quantity of wetor which tact

conusl minfmum chorge will pumchase ot the

Tho torm "minor's imeh" os usod horoin
donotos one-fiftioth of o scecond-foot.

SPECIAL_CONDITIONS

1. 7This schodulo will bo effoctive only umtil and Including Docombor 21,

1959.

2. Wotor will bo dolivorod wnder this schedulo to tho Riversido Wator
Company conal at tho tormdnmus of tho li-inch distribution =ain which ™Mams
frem tho Daly wolls to said canel sido.




