3ZFORS THE PUBLIC UTILITIES COIMISSION OF THE STATZ OF CALIFORNIA

In the Matter of the Application of

PACIFIC TATLR CO., a California

cornporation, for a Certificate of

Public Convenience arnd Necessity

under Section 1001 of the Public Application No. 39225
Utilitles Code, %o construct and (Amended)
oxtend 1ts water system and to rene

cder service to certain territory in

Orange County south of Bolsa Avenue,

north of Smeltzer Avenue and con-

tiguous to cersificated territory of

apdlicant on the east.

foss, Lyon and Dunmn, attorneys, by George C. Lvon and
Everett L. Clark, consulting engineer, for appllecant.

James G. Shlelds, for the Commlssion starf.

QPINION

| 1/
Pacific VWater Co., a corporation, by the abeve-

entltled application filed July 10, 1957, as amended August 16,
1957, to indicate the estimated cost of construction and proposed
methods of Tinaneing, soeks authority to extend its water system
in unincorporated territory or Orange County in the arca shown

on the map, Exhibit A, attached to the application.

A public hearing was held beforo Examiner Stowart C.

Warner on August 21, 1957, at Santa Ana. The matter was consoli-

dated for hearing with Second Supplemental Application No. 37161,

1/ Heroinafter referrod o as applicant or Pacific.
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2/
of Dyke Veter Company to extend its water system into an area

overlapped by the instant captioned application.” No »rotosts
to the granting of the application wero entered.

By Decision No, 53862, dated October 1, 1956, in
Application No. 36592, applicant was granted a certificate of

public convenience and necessity, and its spheres of onerations

were created and delineated, ﬁovering lts water system operations

in southwestern Orange County . Saild spheres of operations have
been designated by applicant as its Areas I and II as shown on
the map, Exhibit No. 2, filed at the hearing herein. By Decision
No. 55354, dated August 5, 1957, in Application No. 39031, the
restrictlon contained in Paragraph 1.(a) of Decision No, 53862 !
(supra) was modified and applicant was granted a certificate of
»ublic convenience and necessity covering an area lylng between
Arcas I and II (supra) as shown In green on said Exhibit No. 2.
The area roquested herein is shown in red on Exhibdit
No. 2 (supra), and sald requested arca comprises 1,40 acres,
bounded on the north by Bolsa Avenue, on the east by the half-
sectlion lying east of Verano Stroet comprising a westerly boundary
of Area I, on the south by Smeltzer Avenus, and of the west by
Cannery Street, a nortion of which streot comprises the eastérly
boundary of Orange County Water Works District No. 5. None of
applicant's requested mrea lios within said water works district's

boundaries.

2/ Dyie Water Company heroinafter roforred to as Lylke .

2/ By its lettor dated August 16, 1957, Dyke requested tie
dlsmissal of its Sccond Supplementel Application No. 37161, and

by Declsion No. 55550, dated Sentember 10, 1997, said
application was dismissed.

I/ Poragraph 1.(a) of the order in Decision No. 53862( supra)
restricted Paciflc from extending its water system outside the
Youndaries of its spheres of operations without further order
ol the Commission.

-2-
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Basis ol Application

Applicant based Its application for suthority to extend
i1ts water system furiher in this southwestern portion of Orange
Couaty oa 1ts allegations and the testimony of its witnesses, thet
the granting of tho application would "square out' its water system
operations; would taus improve its position to economically
utilize lietropolitan Water District water in its southwestern
Orange County water system operations; would encourage and onable
it to complete 2 grid system intorconnectling all of itvs operations
in this portion of Orange County; would be advantageoﬁs to sub-
dividers to have additional area cortificated to it,'thus
oliminating delays in renderinc water service to said subdividers;
that the subdivision activity Iin this porfion of Orange County
wes rapldly developing from aorth to south; that the Orainge County
noad department had received a request for the assignment of a
wract number to a proposed subdivision in the southwestorn nortion
ol tihe roquested area; that 15 6r 20 Eonsumers were recelving
domestle water service imnediaﬁely souﬁh of Solsa Avenue, east
and west of 3rookhurst (formerly Wrigsht) Street; that 2 or 3
rosidences were receiving domostic water service on Bolsa Avenue,
between Cennoery Avenue and Brookhurst Street; that as of lay 1,
1957, as shown on Exhibit No. 3, it was furnishing water service
Yo 1,912 consumers in Area I from intercomaected wells in Area T
with a total pumping plant production capaclty of L,553 gallons
per minute, and to 1,018 consumers in Area II, of which 851
consuners were being served Irom L. wolls with a total pumping plant

production capacity of 2,125 gallons per minute, and of which 167
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conswiers In Tract No. 2469, the so-called Bowles Tract, were
being served from applicant's well No. 19 with a total pumping
Plant productlon capacity of 1,060 gallons per minute; that total
pumping capaclty in Areas I and II amounted to 7,738 gallons per
ninute, serving 2,930 consumers, and that by referring to Chart 2
of General Order Ho. 103 and using a "C" factor equal to 5, the
nuaber of consumers that could be sorved would be approximately
5,260, or an additional 2,230 conswaers, with the existing
production facilities; that 1ts trust indenture provided no
limitation on the auount of money that could be borrowed Lfrom

the Insurance company hold ing its bonds, up to 60 percent of net

bondable plant; and that finaneing by future bond Lssues would be

considered more favorably by pibépective bond purchasers if

applicant's certificated service area wore of a size large enough
to econouically support applicant's water system operations.

Deserintion of Pronosed Area

The proposed area is flat, agricultural land, susceptible
to subdivision, aad similar to other areas in Orange County which
2ave been rapidly subdivided. Exhibit No. 5 shows the culture
of the requested drea together with the location of the herein-
before noted proposed subdivision within it.

Pronosed Water System Onerations

Applicant proposed to install a 12-inch transite nipe
line east and west on Sugar Avenue, thence north on Cannery Street
to Bolsa Avenue, and thence to Hazard Avenue. Eventually,
applicant pronosed alse to install l2-inch transite east and west

laterals In Hazard, Bolsa, and Smeltzer Avenues, and north aad
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south interconnecting 10- and 8-ineh transite pipe lines in
Verano and Brookhurst Strects. The main and secondery leoder
lines will be constructed as neoeded, such need to be determined
oy the nature of the subdivision development in the area. 4 well,
the cstlnated cost of which was 25,000, capable of producing

in excess of 120,000 gallons per hour, was proposed to be

drilled on a well site to be acquired in the vicinity of Sugar
Avenue and Broolhurst Street.

Applicent's consulting engineering witness testified
that when the nunber of consumers reached or exceeded 5,000, it
would then be economical to effect a connection with the
Lotropolitan Water District at Lewls Street in the northeast
coriter of applicant’s Area I at a cost of epproximately $30,000,
install the necessary transuission meins from such connection,
aad utilize lietronolitan Water District water to supplement
applicent's ground water supplies from i1ts wells.

The record shows tha%t no connection with the Metropolitan

ater District's north and south foeder line on Huntington 3each

Soulevard, froa the corner of Dale Street to Hatella Avenue to

vhe City of Huatington Boach, is available to applicant at the
present time; that this pipe line was constructed as a Joint
project by the City of Huntington Beach, Orange County Water
dorks Districts Nos. 3 and 5, and the United States Navy; and
that no wator could be made available to applicant from said
feeder line for delivery by applicant outside the boundarles of

Orange County ‘ater Works District No. §.
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Applicant's Orange County office for villing, emergency
telephone, and service matters is located at 12061 Zast Dolsa
Avenue, Santa Ana, and its location is shown on Exhibit No. 2
(supra). Applicant maintains full-time service crews at said
office, and has installed two-way radio communication facilitics
between said office and & of its service trucks.

Applicant's southwestern Crange County water systems
are between L0 and 50 porcent metered, and a full-time metering
crew is installing meters. Applicant intends %o meter all
consumers in the requested area.

Applicant proposed to adply its rates for its Laurel
Square system in its requested area.

Financing

Applicant pronosed two methods of Linancing water
system installations in the roquested area; (1) by internal funds
on hand or borrowed, aud (2) by the application of i%s main
extension rule. Vhere additional well facilities were required
to serve o prospective subdivision, applicant nroposed to enter
into a purchase contract whorein a subdivider would drill the
well, pay for its costs, and be recimbursed by applicant.

Anplicant's financial stateaent, as of June‘SO, 1957,
(Zxhibit No. 1-B) shows that it has received nearly {318,000 in

advances for construction of its water systems, which are subject

Y
To refund in accordance with its main extension policlies and rules.

Zxhibit No. 1~B shows applicant's debt ratio as follows:
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Percent
Ratio

Bonds $ 733,000 38.6%
Advances 317,781 16.7
Equity Capital

Preferred Stock 368,530 19.%
Common Stock and

Surplus o W78, N2k 29.
Total $1,897,735 100.0%

The relatively low common stock equity position of
applicant Justifies careful consideration of its future operations,
especlally 1f additlonal utility plant is to be created through
consumers' or subdividers'® advances which would be subject to
refund under &ppllcant's policles 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
recelved 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, 1t expressed no specific proposal for the financing of the
balance of its  proposed main-feeder lines.:~Finaneing of such sub-
stantlial portions of the system from subdlviders advances would
constitute a misapplication of. its main-extension rule and would be
contrary to the public interest. Such a-rule is applicadble to the

extenslion of mains from substantial existing operative systenms.

Further, to permit applicant ‘to 'improve its equity position, it will

be required as a condition-precedent tn this order to finance by
means other than thrpugh"subdivider~advances the full cost of all
main feeder lines in its Orange County areas certificated by
Decislons Nos. 5535%, 53862 and this decision.

Dyke Services in the Requested Area

The record shows that Dyke is furnishing water service
to about 15 or 20 consumers south of Bolsa Avemue, on the east
and west sides of Brookhurst Street, and to several fire hydrants
and two or'three residences along Bolsa Averue, between Brookhurst
ané Cannery Streets, from Dyke's woter main in Bolsa
i,
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Avenue. The record shows that Dyke has ne certificate of public
convenlence and necessity for the oxtension or construction of its
water system for such water services; that they are not contiguous
o any certificated area of Dyke; and that Dyke's water services
thereto are unauthorized and unlawful.

Findings and Conclusions

From a review of the record it is evident and the
Commission 1s of the opinion that applicant's sources of watef
Supply are and will be adequate to serve the requested area when
1ts sources of supply in its Areas I and II have been interconnected;
and when it has cdmpleted its plans for adding to such sources of
Supply by the drilling of a mew well or wells and by the effecting
by applicant of a connmection of applicant's water system to
Metropollitan Water District facilities at Lewls Street.

The record shows that applicant has complied with
provisions of the orders in Decisions Nos. 53862 and 5535% (supra)
which restricted it from extendling i1ts water system outside its
certificated area and spheres of operations in southwestefn Ofange
County.

The record shows, also, that applicant's finaneial
condition has substantially improved since December 31, 1955; has
continued to improve since December 31, 1956; and that by filing its
Appliﬁation No. 384%02" on September 11, 1956, as amended March 23,
1957, for authority to increase its rates for water service in its

Orange County systems and for the establishment of a uniform rate

2/ 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, 1957, at Los Angeles, Qetober 9y 1957, at
Sgnga Aga,,0ctober 10, 1957, at Artesia, and October 11, 1957,
at Barstow. -
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for such water service, applicant has taken steps to further improve
its financial cond%tion as such condition relates to its Orange
‘County.operations. e
| . The Commission finds and concludes that public convenience
and necessity requires that the restriction agalnst Pacific's \
extending its water system beyond the boundaries of its spheres
df Bpérapions delineated on the map, Appendix A of Decision”
No. 53862 (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 Declsion No. 55354 (supra) be modified-and'that
Pacific be granted a certificate of public con&enience and necessity
to construet, extend and operate its water systen in the area delin-
cated on the map, Exhibit "AM, attached to sald Instant application,
subject to the following provision of 1&&:
That the Commission shall have no power to authorize
the capitalization of this certificate of public
convenience and necessity or the right to own, operate,
or enjoy such certificate of public convenience and
necessity in excess of the amount (exclusive of any tax
or annual charge) actually paid to the State or to an
operating subdivislion thereof, as the consideration

for the issuance of such certificate of public
convenience and necessity, or right.

The granting of the certificate of public convenience

and necesslty hereinafter shall not be construed to be a finding
of the value of any of applicant's water system properties affected
thereby.

The Commission finds and concludes that the public
Interest requires that Pacific should not, without further order

of the Commission, extend its water system beyond the boundaries

&/ By its Applications Nos., 38441 and 38695 applicant seeks
authority to increase its rates for water service in most of
its water systems in San Bermardinoe and lLos Angeles Countiles.
Hearings thereon have been held and noticed as indicated for
Application No. 38402 in footnote 5/.
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of the area hereinafter certificated to it by the order which

follows, and the area certificated to 1t by Decisions Nos, 53862
and 55354 (supra).

The Commission finds 2s a fact and concludes that
Dyke hac extended its wator System and 1s furnishing water service
to approximately 15 or 20 consumers south of Solsa LAvenuwe, on
the cast and west sides of Brookhurst Street and to several
consumers along Lolsa Avenue betweorn Lrookhurst and Cannery
Streets, without fircst having applied for and obtained a certifi-
cate of public convenience and necossity for such water systenm
exvension from the Comnission in accordance with the provisions
of Section 1001 of the Pudlic Utilities Code.

Pacific will be ordered, hereinafter, to certify in
writing to the Commissfon the exact date when it is ready to and will

serve water to all consumers for domestic, comstruction or any other
purposes within the areas certificated hereimafter to Pacific

then being sexved by Dyke. Upon the receipt by the Commission

of such certification, not earller, however, than the effective

cate of the order herein, the Commission wiil issve such further

orders as may be sppropriato.

Pacific will be ordored, a3 & condition %o the granting
%o anplicant of the cortirflcate hereinafter, to metor all water
service comnections in the area certificated heroin.

In order to consorve ground water supplies, the order
walch follows will direct Racific to Alligontly pursue and
consummete 1ts plans to effect a connection with Metropolitan
Jater District for the importation and utilization of Metropolitan
Vater District water in its Areas I and II, and tho erea certifica-

ved herein, and to Alligently pursue and consummate its plans to
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interconnect its spheres of operations in southwestern Orange

County. | N .

| Pacific will be authorized and directed to apply 1tsl N
presently filed meter rates for its Iaurel Square system to the afea
certificated pereinafter. Said s}étem's rates are appllicabdble to
the majority q{happlicant's consﬁmers in Orange County and are
applicable to areas most representative of appllcant's present
and proposed operating conditions in the area. No c¢hange in

applicant's present rates for water service will be authorized

by the order heréﬁn.

App;iéation, as amended, as above entltled, having been
filed, a public”pearing having been held, the matter having been
submitted, anq now peing ready for a decision,

IT IS HEREBY ORDERED as follows:

That’ Paragraph l.(a) of Deeision No. 53862 and
Paragraph 1 of Decision No. 5535%, insofar ac said
paragrapas restrict applicant from extending its
water system beyond the boundaries of its spheres
of operations or outside the boundaries of its
certificated areas, be and they are modified, and
that' Paciflic Water Co., a corporation, be and 1t
is granted a certificate of public convenience

and necessity %o construct, extend, and operate
1ts public utility water systems in the area

delineated on the map attached to the application
as Exhibit ran,

This order shall become effective: (a) When appli-
cant shall have filed with the Commission a written
stipulation that it will finance with 1ts own funds
all of the costs of all water system backup facilities,
including but not necessarily limited to production,
storage, transmission and primary or main feeder dise
tribution facilitles (other than those local distrie-
oution facilitles necessary to furnish service from
the nearest main feeder lines, either proposed or
existing, to and entlrely within individual subdi-
visions, tracts, housing projects, industrial
developments or organized service districts, which
local distribution facilities are covered by advances
under applicant's main extension rule) and (b) when
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the Commission shall be satlsfied with such
stipulation and shall have issued its supplemental
order of approval thercof. 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 within the
area hereinbefore certificated, and also the areas
certificated by Decisions Nos. 53862 and 55354
(supra). The authority herein granted, subject to
the foregoing condition precedent, will expire 1f
the stipulation required by sald conditlon pre-
cedent is not furnlshed to the Commission on or
before January 1, 1958. '

IT IS HEREBY FURTHER ORDERED:

That Pacific Water Co. shall not extend 1ts water
system outside the boundaries of the area for which
a certificate of pubdblic convenience and necessity
1s granted hereinabove, without further order of

the Commission. V/H,,,ﬂ’”

That Pacific Water Co. shall provide

water service to the 15 or 20 consumers south of
Bolsa Avenue, on the east and west sides of
Brookhurst Street snd to the several consumers
along Bolsa Avenue between Brookhurst and

Cannery Streets, to all of which Dyke Water
Company may be furnishing water service, and

shall certify in writing to the Commission within
90 days after the effective date hereof, the exact
date when 1t is ready to and will serve water to
all consumers for domestic, comstruction or any
other purposes in the area for which a certificate
of pudlic convenience and necessity is granted to
Pacific, hereinabove, and then being served by
Dyke Water Company.

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

That Pacific Water Co. shall diligently pursue and
consunmate its plans to effect a connection with
Metropolitan Water District for the importation
and utilization of Metropolitan Water District water
in 1ts Areas I and II, and the area certificated
herein, and shall diligently pursue and consummate
its plans to interconnect its spheres of operatlons
in southwestern Orange County. Ninety days after
the effective date hereof, and every ninety days
thereafter, Pacific Water Co. shall file a progress
ggportfper%aining to such plans until consummation
ereof.

That Pacific Water Co. be and it is authorized and
directed to apply Lts presently filed rates for
metered water service in its Laurel Square system
to the area certificated by thls order. No change
in applicant's presently filed rates i1s authorized.

12~
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b.

C.

day of

That Paciflc Water Co. shall, within thirty days
after the effective date hereof, revise its Laurel
Square tariff schedules, 1nc1uding its tariff service
area maps, to include the area certificated herein,
in a manner acceptable to the Commission and in
accordance with General Order No. 96. Such rates,
rules and tariff service area maps shall become
effective upon five days' notice to the Commission
and to the public, after filing as hereinabove
provided.

That Pacific Water Co. shall file, within one year
after the effective date hereof, four copies of a
comprehensive map drawn to an indlicated scale 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 distribution facllitles; and the
locatlion of the various water system properties of
applicant in the area certificated by this order.

That in all other respects Decisions Nos. 53862
and@ 5535% shall remain in full force and effect. .,/¢

Dated at __San Francisco , California, this _ L1 —
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