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D ·' C :::. ....... "'"' If) eCision~o. __ ~~J~.~<_~_.~~._, ____ __ 

BEFO:\:"; THE PUELIC UTILITIEE CO.l:DUSSION Oi-' TlU.: STAT~ OF CALIFORNIA 

In the ;.fu. tter of the Application of ) 
PACIFIC ':u\T:":;R CO., n Cnlifornia ) 
cor,or~t10n, for a Cert1f1ccte of ) 
Public Convenience and Necessity ) 
w1der Section 1001 of the Public ) 
Utilities Code, to construct and ) 
0~tend its water system and to ren- ) 
dor service to cert~in territory in ) 
Or~nge County south of Bolsa Avenue~ ) 
north of Smeltzer Avenue and con- ) 
tiguous tocertiticated territory of ) 
c.,plicc.nt o~ the ea:::t. ) 

-------------------------------) 

Application No. 39225 
(Amended) 

Moss, Lyon and Dunn, attorneys~ by Geor~c C. Lvon and 
Ev~rett L. Clark, consulting engineer, for applIcant. 

James G. Sh1eld5~ tor the Commission :taff. 

o PIN ION ..... -~-~--

V 
Pacific Water Co., a corporation, by the above-

entitled application tiled July 10, 1957, as amended August 16, 

19S7~ to indicate the estimated cost of construction and proposed 

methods ot fino.ncing, seeks D.uthor1ty to extend its water system 

in un~1corporc.tod territory of Oranse County in the arca shown 

on the mal', Exhibit A, attnched to the a.pplication. 

A public he~rins was held before Examiner Stewart C. 

Warner on .~ .. ugU3t 21, 1957, nt Santa Ana. The m~tter wa.s consoli

dated tor hearing with Second Supplemento1 Application No. 37161, 

II Hereinafter referred to as applicant or Pacific. 
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y 
ot Dyl-ce Water Company to extend its water system into an area 

II overlapped by the instant captioned application. No protests 

to the grD.nti~lg of the application wero entered. 

By Deoision No. ,3862, dated October 1, 1956, in 

Application No. 36592, applicant was granted a certificate of 

public convonience and neceszity, and its spheres of o,erations 

were oreated and delinoo.ted, covering its water system operations 
fY 

in southwest~rn Orange County. S~id spheres of operations have 

boen designo.ted by applicant as its Areas I and II QS shown on 

tho map, Exhibit No. 2, filed at the hearing herein. By DeCision 

No. 55354, do.ted August 5, 1957, in Application No. 3903l, the 

restriction contained in Paragraph l.(a) of Decision No. ,3862 I 

(supra) was modified and applioant Wo.s granted a certificate of 

pub11c convenience and necessity covering an area lying between 

Are.'lS I and II( sup:r-s.) as shown in green on said E..~hib1 t No.2. 

Tho aro~ requested herein is sho\'ll'l. in rod on Exhib1 t 

No. 2 (=upr~), and said requested area comprises 1,440 acres, 

bounded on the north by 301sa Avenuo, on the e~st by tho half

section lying eo.st or Verano Stroet comprising a westerly bou.."'ldary 

or Area I, on the south by Smeltzer Avenue, and on the west 'by 

C~nnery Streot, 0. ,ortion ot which streot comprises the easterly 

boundo.rJ of Orange County 'Hater Works District No.5. None ot 

applioant's requested ~rea lies vdth1n said water works district's 

boundaries. 

Y Dyl:e Water Company hereina.fter referred to ns Dylre. 

V 3y its lettor dated August 16, 1957, Dyl::e requested the 
dismissal of its Second Supplemental Application No. 37161, and 
by DeCision No. 5'5,50, datea September 10, 195'7, said 
application was dismissed. 

hi ?Il~agraph l.(a) of the order in Decision No. ,3862(supra) 
restricted Pacific from extending its water system outside the 
boundaries of its spheres of operations without further order 
of the Commission. 
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Basis or ~p~11cction 

Applicant based its aP91iootion ~or authority to extend 

its water eystera further in thi::l southwestern portion of Ora.nge 

COUJ.1.ty 0 .. 1 its allegations and the testimony ot its witnesses" tha.t 

the granting of tho applicc.tlon would "square out" its wa.ter :lystem 

operations; would thus i.mprove its position to economically 

uti11ze i::etropolitan Viator District watol" in its southwostern 

Or~1ce County wa.ter system operations; would oncourage andena.ble 

it to co~lete a Crid system interconnecting all of its operations 

in this portion of Oranga County; would be a.dvantageous to sub

dividers to havo additional a~ea cortificated to it, thus 

eliminatinz delays in renderin~ water service to said subdividers; 

that the subdiVision o.ctivity :!.n this portio~'l of Orange County 

wc"s l"a,idly dovclopine trom ~"lorth to south; that the Ora;'1ge County 

~oa.d de,a.rtmcnt had received a. request for tho assignment ot a 

trcct number to a proposed subdivision in the southwestorn ~ortion 

or the ~equcsted a~ea; that 15 or 20 consumers wero receiving 

dome stic we. ter service i.',uedic. tel;: oouth of ::>olsa. Avenue" east 

o.nd WC$t~ ot Broolmurst (formerly Wrizht) Streot; that 2 or 3 

rosidonces were receiv:l.nrs domestic water service on Bolsa Avenue, 

between C~'1.ory Avenue o.nd Brool~hurst Street; that as of I'liay 1, 

1957" as shown on Exhibit No. ,3, it was furnishing water service 

to 1, 912 CO~'lSUlnerS in Area I frol'.1 in terCOn'.l.1eC tad wells in Area. I 

w~th a total pum,1.ng plant production co.jac1ty ot 1.;.,553 gallons 

!lor minute, and to 1,018 CO .. 1sumors in Area II, ofwh1ch 8$1 

consu..":1ors were bein~ nerved from 4 wells with a total pumping plant 

,roduction co.paeity of 2/125 gallono per minute, and of which 167 ' 
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cons~~ers in Tract No. 2469~ the so-called Bowles Tract, were 

be ing served i'rorn applicant f swell No. 19 with a. total pumping 

)lant ,roduction capacity of 1,060 gallons per minute; that total 

p~~ping capacity in Areas I and II amounted to 7,738 gallons per 

minute~ serving 2~930 concur,lers, and that by roi'erl"ing to Chart 2 

of Genel"al Order ~Jo. 103 and using a "C" fector equal to 5, the 

nwaber of con$urner~ thct could be served would be ap~rox1mately 

5~160, or an additional 2~230 consu~l1ers, witb. the existing 

production facilitios; that ito trust indenture provided no 

limi ta tion on the o.'llount of money thnt could be borrowed from 

the insurance company hoJding its bonds, up to 60 percent of net 

bondable plant; and that financing by future bond issues would be 

considered more favorably by prospective bond purchasers if 

applicant': certii'iccted service ares. were of a size large enough 

to econoLlically support applicant's wa.ter system operations. 

Descr1otion of Pro~osed Area 

The proposed area is flat, agricultural land, susceptible 

to subdivision, and similar to other areas in Orange County which 

h~vo been r~pidly subdivided. Exhibit No.5 shows'the culture 

of the requested area tosether with the locat:;.on of the herein

before noted proposed subdivision within it. 

Pro~osed Water Syste~ Operations 

Applicant proposed to install a l2-inch tr~~s1te pipe 

line east and west on Sugar Avenue, thence north on Cannery Street 

to Bo~sa'Avenue~ end thence to Hazard Avenue. Eventually, 

applicant pro,osed also to install l2-inch transite east and west 

laterals in Hazard, 30lsa, ond Smeltzer Avenues, and north ald 
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south interconnecting 10- ned a-inch transite pipe lines in 

Verono a..'1d Ex-ookhurst Streots. '1':1.0 ~ilS.il'l and second::.ry feeder 

lines '1'/111 be constructed as needed, suc:'l need to be determined 

by the nature ot the subdivision development in tho area. A well) 

the estLnated COS'1i of i':hieh was 025,000, capable of producing 

in excess ot 120,000 callons per hour, was proposed to be 

drilled on a well site to be acquired in the vicinity of Sugar 

Avenue and Broo~.hurst Street. 

Applicant's consulting engineering witness testified 

th.o.t when the number oi' consumers reochad or exceeded 5,000, it 

\'1ould then be econor.lical to effect a connection with the 

i~tropolitan Wa.ter District at Lewis Street in the northeast 

cor.1er of app11car..t t s Area I at a. c03t of approximately q~30,OOO, 

in:;t~ll the necessa!'~' tra.nsr.lission mains fro~n :JUch connection, 

c.."ld utilize ~:ieJ~ro!,oli tan Water Dis tric t water to supple~'llent 

applicant'::: 3rou!'ld wtlter supplies from 1ts wells. 

The record chows the. t no connec tiOl'l with the Hetropoli tan 

' .. ater District's north and south feeder line on Huntington :3each 

30ulev8.!'d, fro;;l the corner oi' Dale Street to I~tella. Avenue to 

t~e City of H~1tington Boach, is available to applicant at the 

pr~sent ti~e; that this pipe line was constructed ns a joint 

project by the City of Huntington Beach, Orange County Water 

:!orks Districts Nos • .3 ~nd 5, and the United States Navy; a.~'ld 

thnt no water could be made available to applicant from said 

feeder line for delivery by applicant outside the boundaries of 

Orance County Hator 1:i'orks District No.5. 
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Ap~licantTs Orange County office for billing, emergency 

telephone~ and service matters is located at 12061 ~ast Bolsa 

Avenue 1 Santo. Ana) and its 10cat5.011 is shown on Exhibit No.2 

(supra). A!lplicant l'.lo.intains fu1l-ti)'.1e service creVlS at said 

office, and has instclled two-way radio communioation facilities 

between caid office and 6 of its service trucks. 

Ap,lic~nt's southwestern Oranze County wator systems 

arc between 40 and 50 percent metered, and 0. full-time lnoter1ng 

crew is installinG meters. Applicant intends to meter all 

conSur.ler s ir:. t:'lO roquo s tod arca. 

Applicant proposed to a)ply its rates for its Laurel 

Square system in its requestod nrea. 

Financing 

Applicant proposed two methods of tina~cins water 

system inst:n.1lc.t101'1s in the requested area; (1) by internal funds 

on hand or borrowed .. a~1d (2) by the application of its mo.in 

extension rule. Where o.ddi '~ional well :rnc i1i tie s were required 

to serve ~ prospective subdiVision, applicant pr~posed to enter 

into a purchase controct whoroin 0 subdiVider would drill the 

well, pay for its costs~ and be reimbursed by applicant. 

Applicant's finanCial statc .. lent) as of June'.30" 1957, 

(:2xhibit l~o. l .. B) show::: that it has received nearly (~.3l8 .. 000 in 

o.dvences tor constl'uction of its water systems, which are subject 
o 

to refund in nCI~orclence wi t~'l. its i.'.lain extension policies and rules. 

E:--.hibit No. 1-B shows applicant's debt ratio as follows: 
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Bonds 
Advances 
Equity Capital 

Preferred Stock 
Common Stock and 

Surplus 

Total 

,. 
$ 733,000 

317,781 

368,530 

.. 478,42l,. 

$1,897,73, 

• -, .', 

Percent 
Ratio 

38.6% 
16.7 

19.1r 

25.3 

100.0% 

The relatively low common stoek equity position of 

applicant justifies careful consideration of its future operat1ons, 

especially if addit10nal utility plant is to be created through 

consumers' or subdividers' advances which would be subject to 

refund under applicant's policie~ and rules. The Commission is 

of the opinion that applicant's common stock equity pOsition should 

be improved, rather than depleted by the increase of advances 

rece1ved by it in the creation of additional utility plant. 

Although applicant proposed to finance the 12" main 

feeder line on Sugar Avenue, Cannery Street, and Bolsa Avenue sixty 

per cent by the sale of bonds and forty per cent by the sale of 

stock, it expressed no specific proposal for the financing of th.e 

balance or 1 ts· proposed main, reeder l1nes. '~'.~ Financing of such sub

stantial port10ns of the system.trom subdiViders advances would 

constitute a misapplication o.f:·its main~ extension rule and would be 

contrary to the, public interes·t,.·" Such a' rule· is app11cable to the 

extension of mains from.su.bstantial existing operative systems. 

Furth.er, to permit applicantto'1mprove'1ts eqUity pOSition, it will 

be required as a condition··precedent·tQ this order to finance by 

means other than th:rpugh '. -subdivider advances the full cost of all 

main feeder lines in .1tso.~~ng.e. Co~nty areas certificated by 

Decisions Nos. 553~, 53862 and this decis1on. 

Dvke S~rv1ces in the R@.guested Area 

The record Shows that Dyke is furnishing water service 

to about 15 or 20 eonsumers south of Bolsa Avenue, on the east 

and west sides of Brookhurst Street, and to several fire hydrants 

and two or'three residences along Bolsa Avenue, between Brookhurst 

and C&nnery Streets, from Dyke's w~ter ma1n 1n Bolsa 
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Avenue. The record shows that Dyke has n~ certificate of public 

convenience and necessity for the extension or construction of its 

water system tor such water services; that they are not contiguous 

t() any certificated area of Dyke; and that Dyke rs water services 

thereto are unauthorized and unlaw~~. 

Findings and Conclusions 

From a review of the record it is evident and the 

Commission is of the opinion that applicant's sources 01" water 

supply are and will be adequate to serve the requested area when 

its sources of supply in its Areas I and II have been interconnected; 

and when it has completed its plans for adding to such sources of 

supply by the drilling of a new well or wells and by the effecting 

by applicant of a connection of applicant's water system to 

Metropolitan Water District facilities at Lewis Street. 

The record shows that applicant has complied with 

prOVisions or the orders in Decisions Nos. ;3862 and ;;3;l+- (supra) 

wh1ch restricted it from extending its water system outside its 

certificated area and spheres of operations in southwestern Orange 

County .. 

The record shows, a1so,that applicant's financial 

condition has substantially improved since December 31, 195,; has 

continued to improve Since December 31, 1956; and that by filing its 
. 5/ 

Application No. 38402 on Septemb~r 11, 19,6, as amended March 23, 

19;7, for authority to increase its rates for water service in its 

Orange County systems and for the establishment of a uniform rate 

j/ Original hearings on this matter were held on July 24, 25) and /;/. ' 
26, 1957, at Los Angeles and adjourned hearings were held on 
September 18 and 19, ~957, at Los Angeles, October 9, 1957, at 
S~nta Ana,. October lO~ 1957, &t ArteSia, and October 11, 1957, 
.;:.t Barstow. 
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for such water serVice, applicant has taken .. steps to further improve 

its financial condition as such condition relates to its Orange '. y 
County operat1ons. , .. ,: 

• '" .. I 

The Commiss1on finds and concludes tha~ p~b11c convenience 

and necessity requires that the restriction against Pacific's 
, '. . " " ,I • 

extending. its water system beyond the boundaries of' its. spheres 
, . 

of: ope~a~10ns delineated on the map, Appendix A of Decision': 
..... ' 

No. 53~62 (supra), as contained in Paragraph 1. (a) of the'order 

in said deCision and the like restriction contained,in Paragraph 1 

of the order in DeCision No. 55354 (supra) be modified. and that 

Pacific be granted .. a certificate of public convenience and necessity 
. . 

to construct, extend and operate its water system in the area delin

eated on the map, Exhibit flAIf, attached to said instant application, 
" 

subject to the following provision of law: 

That the CommiSSion shall have no power to authorize 
the capitalization of this certificate of public 
convenience and necess1ty or ~he right to own, operate, 
or enjoy such certificate of pub11c conven1ence and 
necessity in excess of the amount (exclusive of any tax 
or annual charge) actu~lly pa1d to the State or to an 
operating subd!v1s1on thereof, as the cons1deration 
for the 1ssuance of such certif1cate~of public 
convenience and neceSSity, or right. 

The granting of the certif1cate of public convenience 

and necessity hereinafter shall not be construed to be a riDding 

of the value of any of applicant's water system properties affected 

thereby. 

The Commission f1nds and concludes that the public 

interest requ1res that Pacific should not, without further order 

of the Commiss10n, extend its water system beyond the boundaries 

21 By 1ts App11cat1ons Nos. 38441 and 38695 applicant seeks 
author1ty to increase 1ts rates for water service in most of 
its water systems in San Bernardino and Los Angeles Counties. 
Hearings thereon have been held and,not1ced as indicated for 
Application No. 38~2 1n footnote ~/. -
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of the ore~ herein~fter certif1cated to it by the order which 

follows, and the area. certificated to it by Dec1sions Nos. 5'3862 
and 5'5'35'4 (supra.). 

The Commission finds cs a fact and concludes thst 

Dy!-:e he: extended it;s wator cystom and is .furnishi.lg water service 

to approxi,M,te1y 15 OJ.'' 20 consumers south of Bolsa l~venuo 1 on 

the east and west sides ot Brookhurst Street and to several 

oonsumers along ~lsa 1~venU0 between Lrookhurst a.nd Cannery 

Stroets l without f1rct havinz a~plied for und obtained c certifi

cute of public convenienoe and necessity tor such water system 

extension fro~ tho Co~~ission in accordance with the provisions 

of Section 1001 of the Public Ut11itia3 Code. 

Pacific Will be ordered, he~e1naftor, to eert1fy in 

writ1ng to th~ Co~m1ss1on tha exact date whan 1t is ready to and will 

serve water to all consumers for domestic, construct1on or any other 

purposes with1n the areas certificated hereinafter to Pacific 

tben being se=vsd 'by Dyke. Upon the receipt 'by the Commission 

or such certification, not earlier, however, than the effective 

date of the order he:re1n, the Commission "..,:!.J.l issue SllCh. fur'cher 

orders as may be eppropriato. 

Paeiric will be ordorod, as Q condition to the granting 
~o applicant or the cel"t1f1cate hor,oinartol", to met;or llll wtl.tor 

eerv~ce connections in the area certificated herein. 

In order 'co consorve ground wator supplies, the order 
\ , " 1 d V,'."llC1'l rollo'us will diroc t .?ac i!'1c to diligon t y pursue an 

OOl"lSUmmate its plo.ns to effect Q. connection with Metropolitan 

':10. tor Distl":i.c t t'or the 11')'lport~tion and utilization of Me tropoli tan 

','later District water in its Areas I and II" and the area cort1t'ica-

tod herein, ~nd to dilisently pursue and consummate its plans to 
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, ... '~. ~,' I'" ,' •• , ,.: • 

1nterconnect its spheres of operations in southwestern Orange 

County. 

Pac1r1c Will be author1zed and directed to apply its 

presently filed meter rates for its Laurel Square system to the area 

certificated hereinafter. Said systemts rates are app11cable to 

the majority of applicant's consumers in Orange County and are 

applicable to areas most representative of app11cant's present .. ', 

and proposed operat1ng condit1ons in the area. No change in 

applicantts present rates for water serv1ce will be authorized 

by the order herein. 

o R n E R ............ --.. ...- ... 
. . ,' ., .. 

Applicat1on, as amended, as above ent1tled, haVing been 

filed, a public hearing haVing been held, the matter having been 
-,-

submitted, .an~ now ~e1ng ready for a decision, 

IT IS HEREBY ORDERED as follows: 

That' Paragraph l.(a) of DeciSion No. 53862 and 
Paragraph 1 of DeCision No. ,5354, insofar as sa1d 
paragrs.p~s restr1ct applicant !"rom extending its 
water system beyond the boundar1es of its spheres 
of o:perat1ons or outside the boundaries of its 
cert1ficatee areas, be and they are mod1r1ed~ and 
that" Paci!"ic Water Co., a. corpOro.tioXl, be and. it 
is granted a certificate or public convenience 
andnecess1ty to construct, extend, and operate 
1tspublic utility water systems in the area 
delineated on the map attached to the application 
as Exh1bit "A". 

Th1:s order shall become effective: (a) When a.pp11-
cant.:,shall ha.ve filed with the Commission a written 
stipulation that it will finance with its own funds 
all of' 'the costs of all water system backup facilities, 
1ncluding but not necessarily limited to product1on, 
storage, transmission and primary o't" main feeder dis
tribution facilities (other than those local distr1-. 
bution facilities necessary to furnish service rrom 
the nearest main feeder lines, either proposed or 
existing, to and ent1rely within individual subdi
visions, tracts, hous1ng projects, industrial 
developments or organ1zed service districts, which 
local d1stribution fac1lit1es are covered by advances 
under applicant's main extension rule) and (b) when 
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1. 

2. 

4. " 

the Commission shall be satisfied with such 
stipulation and shall have issued its supplemental 
order of approval thereof. This order is intended,. 
and shall be accepted by applicant, as a condition 
precedent, and the same shall be applicable to 
each and every subdivision to be created with1n the 
area hereinbefore certificated, and also the areas 
certificated by Decisions Nos. 53862 and 553~ 
(supra). The authority herein granted, subject to 
the foregoing condition precedent, will expire if 
the stipulation required by said condition pre
cedent is not furnished to the Commission on or 
before January 1, 1958. 

IT IS HEREBY FURTHER ORDERED: 

That Pacific water Co. shall not extend its water 
system outside the boundaries of the area for which 
a certificate of publiC convenience and necessity 
is granted hereinabove, without further order of 
the Commission. ~ ... - .. 

That Pacific Water Co. shall provide 
water serVice to the 15 or 20 consumers south of 
Bolsa Avenue, on the east and west sides o~ 
Brookhurst Street end to the several consumers 
along Balsa Avenue between Brookhurst and 
Cannery Streets, to all of which Dyke Water 
Company may be furnishing water servioe, and 
shall certify in writing to the Comm1ss1on within 
90 days after the effective date hereof, the exact 
date when it is ready to and will serve water to 
all consumers for domestic, construction or any 
other purposes in the area for which a certificate 
of public convenience and necessity is granted to 
Pacific, hereinabove, and then being served by 
Dyke Water Company. 

That Pac1f1c Water Co. shall install meters on all 
active water service connections within the area 
certificated herein. 

That Pac1fic water Co. shall diligently pursue and 
consummate its plans to effect a connection with 
Metropolitan Water District for the importation 
and utilization of Metropolitan Water District water 
in its Areas I and II, and the area certificated 
herein, and shall di11gently pursue aod consummate 
its plans to interconnect its spheres of operations 
1n southwestern Orange County. Ninety days after 
the effective date hereof, and every n1nety days 
thereafter, Pacific Water Co. shall file a progress 
report pertaining to such plans unt11 consummation 
thereof. 

That Pacific Water Co. be and it is authorized and 
directed to apply its presently filed rates for 
metered water service in its Laurel Square system 
to the area certificated by this order. No change 
in applicant's presently filed rates is authorized. 
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6. 

b. That Pacific Water Co. shall, within thirty days 
after the effective date hereof revise its Laurel 
Square tariff schedules, including its tariff service 
area maps, to inelude the area certificated herein, 
in a manner acceptable to the Commission and in 
accordance with General Order No. 96. Such rates, 
rules and tariff serv1ce area maps shall become 
effective upon five days' notice to the Commission 
and to the public, after filing as here1nabove 
provided. 

c. That Pa.cifie Water Co. shall file, Wi thin one year 
after the effective date hereof, four copies of a 
comprehensive map drawn to an indicated seale not 
smaller than 600 feet to the inch, delineating by 
appropriate markings the various tracts of land and 
territory served; the principal water production, 
storage and distribut10n tacl1it1es; and the 
location of the various water system properties of 
applicant in the area certificated by this order. 

That 1n all other respects Dec1sions Nos. 53862 
and 5,3$4 shall remain in full force and effect. 

Dated at &Xl Fl"3Jlei.~o 

day of _ ...... &-"".i-..... .-.;# ..... :1-t.........,,;. A..---_____ _ 

, Californ1a, this 
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