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'r;'C'1'!I ~"1'"'" Decision No. __ ',v_C')-.",;,;",,_, ""' .... (,.,;,""" ____ _ 

BEFORE 'XHE PUBLIC t.1Tn.ITIES COMMISSION OF T"dE, STATE OF CALIFORNIA 

In the Matter of the Application ) 
of FONTANA RANCHOS WATeR COMPA..~, ) 
3 California eo%pOrat:Ll~n, for ) 
approval of certain mS,:l:o extension) 
contracts. ) 

) 

Application No. 40698 

OPINION AND ORDER 

Fontana Ranchos Water Company,lI a corporation, by this 

application filed December 22, 1958, seeks an ex parte order approv

ing a group of SCVet1 main extension contracts, each of which deviates 

in ODe or more respects from the applicable tariff schedules on file 

when each contract was entered ,into. 

The application states that, after Fontana had recently 
, 

underg01le a change of stock ownership and management, the deviat:1Otl 

of each of these contl:aets from filed tariff schedules was discovered. 

Of the seven subject contracts, five are written .ancl a~:e 

signed by both parties, while two are oral contracts, as evidellced 

by copies of letters addressed by the utility to the parties affected. 

A copy of each eon tract or evidentiary letter is attaChed to the 

applieae101l as an exhibit, such exhibits being designated "A" to "C":J 

inclusive. 

1m outline of the seven contracts and the Datu't'e of the 

devi.at ion invo1 vee in each is presented in the followiDg summa:ry: 

(l) Exhibit "An, written contract with I. L. McClure, dated 

July 30, 1955, provides, for an advance of $l:J644.S0, to be refunded 

on the basiS of 357. of total revenues derived from the excens1o~ for 

l' ~ Sometimes herein called Fontana. 
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a period not to exceed ten years. The contract, evidently intended 

to apply to service to a small subdivision,. deviates from the eben 

effective main extension rule as filed February 15, 1949,. by includ

ing in the advance the co st of service connections and meters. 

The unauthorized items included ill the advance amount to 

$73.00 for services and $140 .00 for meters. As of the date of this 

application, no X'efuods had beea made. 

(2) Exhibit "B",. written contract with l'ri-City R.ock Comp<my, 

dated July 19, 1956, provides for an advance of $4,000.00 to be 

refunded on the basis of 35% of total revenues derived from the exten

sion for a period of not more than ten years. The contX'act, evidently 

applicable to service to an industrial development, deviates from the 

applicable main extension xule, effective as of li,pr::l 17, 1956, by 

providing foX' refunds to be ~de as herein stated i~stead of on the 

basis of 22% of total rev~es for a period of 20 years and by 

requirtag the customer to advance the cost of any meter larger than 

two inches itt size that might be installed. As of the date of the 

application, the unrefUtlded ba.lance was $3,981.00. 

The application also states ~t a six-inch main was 

installed, instead of a required ~-iDCh size, and the difference 

in cost, amounting to $17,870.07, was donated to app11csDt, but 

apparently not by the Tri-City Rock CompaDY~ 

(3) Exb.ibit "en, written contract with I. L .. McClu-.re, dated 

March 23, 1949, prov1dcs for all advance of· $500.00, subsequently 

adjusted ~o an actusl cost of $380.09,to be refunded on the basis of 

25% of total revenues from the extension for a period not to exceed 

teo years. The contract, evidently intended to apply to service to 

an individual customer, deviates from Fontana's R.ule aud Regulation 

No. 121:/ and the then effective maiD exte'OSi01l %\lIe as filed February 
17 RUle arid Reguiation No. 12, Meters ana Appliances, staees, in 

part, that "No 'reDt or other charge whatsoever shall be made **** 
by the Company against the cOtlS'lJXller for placing or m.aillea1ni-ng 
said meters and applie.1;I.Ces upon the consumer' $ premises" and 
"All meters shall be installed by the Comps'Oy". 
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15, 1949, by requiring that the cost of any meters installed on 

this line in the future 'WOUld also be advanced and by provid1llg for 

refunds to be made on a percentage of revenue method, instead of the 

proportionate cost method. As of the date of this application, the 

unrefuoded balance was $191.51. 

(4) Exhibit "D", written contract with I. L. McClure, dated 

March 10, 1949, provides for an advance of $100 .OO~ subsequently 

adjusted to an actual cost of $77.72, to be refunded on the basis 

of 25% of the total revenues from the extension for a period of not 

more than ten years. The contract, evidently intended to apply to 

service to an 1naividual customer, deviates from Rule and Regulation 

No. 12 and from the then effective main extension rule as filed 

February 15, 1949, by requiring the adv,znce of the cost of a meter 

for future service from this line .am for refunds to be made Otl a 

percentage of revenue basis, instead of by the proportionate cost 

met:hod. As of the date of the application, no ref~.mds had been rtade. 

(5) Exhibit nEn, written contract with Signal Py:;:-otechnic Co., 

dated July 9, 1953, p%ovides for an advance of $160.00, to be refunded 

on the basis of 257. of total revenues from the extension for a perio<i 

not to exceed ten years. The contraet provides for adjustment of the 

advance to actual installed cost of the extension DUe there is no 

indication that any such adjustment was actually made. In addition 

to the advallce of $160 .00, the contract provides that the customer 

pay to the utility the sum of $75.00 as consideration for the e-Aten

sion by ti~e u~i11ty of its service area to include certain described 

property. The contract, evidently spp11cable to service to an indus

trial development, deviates from the effective main extension :ule 

as filed February 15, 1949, by providing for refunds to be made on 

a percentage of revenue method as herein stated, 1nstead of on the 

-3-



e 
A. 40698 CT 

basis of 357. of gross revenues or, possibly, on the basis of the 

proportionate cost method. In addition, notwithstanding the pro

visions of Section 532 of the Public Utilities Code, the contract 

provides for a charge not authorized by its filed tariffs. As of 

the date of the application, the u:::reftmded balaDce of the advz2lCe 

was $96.89 .. 

(6) Exhibit "F", a le:ter to atl Emil Azuar, <:1aeed September 2, 

1953, purportedly evidencing an oral contract, provides for an advance 

of $96.00, to be refUIlded ~ the basis of 35% of the total revenues 

derived from the extension for a period not to, exceed ten years. !he 

application indic~tes that the advance was adj~sted to 2~ amount of 

$99.SO. The contrac~, evidently applicable to service to an indus

trial development, 1:ay d.c-n.ate ill at: least one res?Cct f:om the then 

effective rule as filed F~bl:UZry 15, 1949, b,. pro'\."'iding for refunds 

to be made on a percentage of revenue meQod es he:ein sta:ed,' i:Dstead 

of, possibly, on th~ basis of the p::oportiO'OCtte cost method. As of 

the date of the application, the UDrefutlded b~lence of t:1e advance 

'Was $59.02. 

(7) E",.hi'!)ie UGH, a letter to a:l En:is Poole, d::ted ,August 9, 

1955, purportecly ~1ideac1ng a~ oral contruct, 3~ least. provides for 

~ contribution of $ll8.22 3S the cost of extend:f::1g a t:WO-ineh main and 

furnishing .;!u<1 installing a meter. '!here is no indication as to the 

actual cost of the e:ttenslon aDd no p:ovisior: for :m.y rc£und. The 

contract, cvideotly applicable to servic¢ to an indivi&aa1 customer, 

~eviates from the then effective 'rule as filed Feb:ruary 15, 1949, by 

i~cluding the cost of a meter in the ~ount of the ~dvance~ by making 

DO p~ovis:i.or: for ext~~ding the first 100 feet of main at the exp~se 

of the utility, 8lld by making no provision for refund. 

The application states ~t in addition to the seven afore

mentioned contraets, Fontana's books indicate ~t, at some tfme 

prior to the assumption of eO'lltro1 by the present management, the 
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sum of $7,760.00 was apparently received from West Coast LoadiDg 

for the cost of installation of a water DUlin.. Fontana has no 'record 

of the existence of any contract or of any refunding agreement relat

ing to these funds. There is no indication that these funds were pa.id 

to Fontana pursuant to its filed tariffs .. 

Authorization of the dev'iation contracts, two of which will 

expire by their own tems in March of 1959, has not heretofore been 

requested of this Commission, despite the clear requirements of 

Section 489 of the Public Utilities Code, Which section requires the 

filing with the, Commission of all rates, charges, rules or contracts 

Which are collect~d or enforced by eaCh public utility. 

Five of the subject contracts, as evidenced by Exhibits 

"AH , "B", "C", "Du and possibly uF", deviate from the applicable 

main extension rule only in the method of refund or by requiring the 

advance of the cost of plant items other than those allowed by the 

utility's filed tariffs, or both. 'tVhile no 811ollys1s has been made 

to determine the probable net effect of applying the rule in eaCh 

case, it appears obvious that the effect of including the cost of ' 

unauthorized plant items in the advance, dS in the contracts 

evidenced by Exhibits "A", "Eff, "Cit, "D", "E" ancl "C", resulted in 

higher charges to the customer than would have resulted from the 

application of the utility's filed tariffs.. !he inclusion of these 

items results in misapplicstions of the utility's filed tariffs, 

rather than mere deviations from. the main extet'lsicmxule, and those 

portions of the subject contracts requiring the advance of the cost 

of such items will not be authorized. Applicant will be expected to 

immediately refund any suCh unlawfully collected Charges .. 

The eontract evide:lced by Exhibit "E" will be authorized 

only :tn $0 fa: as it applies to the .actual installed cost of the main 

ext0nSioll) exeluditlg the cost of the meter.. This Commission will not 
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countenance the extraction of gratuities as a requisite to the render

ing of public utility service. The COmmissiOD has repeatedly stated 

that when a water utility undertakes to extend service outside its 

certificated or other acknowledged service areas, such ~ens1on will 

be regarded by this Commission as that of a public utility, subject 

to the utility's applicable tariff rates and rules and subject to the 

further requirement that prior authority be secured by the utility, 

pursuant to General Order No. 96, £01: rates or serrlce arrangements 

which deviate from the utility's filed tariff schedules. (Anderson 

v. Yucca Water Company, Ltd., 54 cal. F.U.C. 525; D1 Liberto v. Park 

Water Co!P.eanx, 54 cal. P. U • C. 639 ; Pluokett et a1, v. Park Water 

Company, 54 Cal. P.U.C. 644; Sawer v. California Water and Telephone 

C?ffiRany, 55 cal. P.U.C. 173.) 

The texms of the contract evider.leecl by Exhibit "C" depart 

from the applicable main extension rule to suCh an extent that there 

is little, if any, resemblance between this contract and the xule. 

In the absence of a showing supporting the reasonabletless of this con

tract, Fontana will not be authorized to make the subject contract 

effective. 

Notwithstan41ng Fontana's statement that the contracts con

si<iered herein were all entered into by the previOUS management, 

Fontana is placed on notice that it has no alternative to applying 

its ta:1ff SChedules then in effect, including its filed main exten

sion rule. In the future, should :i.t believe that any excepti0%2al 

circumstance renders the rule impracticable or unjust, the presently 

effective rule itself suggests that such matters maybe referred to 

the·Comm.1ss1otl. 

Neither the application nor the contracts indicate whether 

the service under the sul>ject contracts is furn1shedwithin or outside 

of the utility's dedicated area of service. In authorizing the 
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utility to. carry out various ter.ms and conditions o.f the subject 

contracts, it is 1.Ulderstood that the Comm:i.SSiOll is not grantixlg any 

privileges to FOlltana to extend 11:s service, o.therthan those privi

leges that may be provided for 'by Section 1001 o.f the Public: Utilities 

Code. 

The Commission having considered the request of Fontana, 

and being of the opinion that the appl 1eat ion should be granted in 

part and denied in part, and that a public hearing is "Qot necessaxy; 

therefore, 

IT IS HEREBY ORDERED that: 

1. Fonta~ Ranchos Water Company be aDd it is authorized to 

carry out the terms and ,coXlditions of the following contracts, except 

as they relate to. advances of the co.st of service pipes Or connections 

and meters, entered into between it and: 

a. I. L .. McClure, dated July 30, 1955, as ev1dC'Qce<l by 
Exhibit "A" attached to the applicatio.n. 

b. Tri-City Rock Company, dated July 19, 1956, as evid
encedby Exhibit "E" attached :0 the application. 

c.. I. L. McClure, dated March 23, 1949, as evidenced by 
Exhibit "'C" .attached to the applicatioXl. 

d. I. L. McClure, dated March 10, 1949', as evidenced by 
Exhibit "D" attached to. the application. 

e. Emil .Az'nar, dated September 2, 1953, as evidenced by 
Exhibit ''Fn sttached to the application. 

2. Fontana Ranchos 'Water Company be and it is authorized to 

carry out those terms and conditions of the contract etltered into 

between it and SigDal Pyrotechrlic Co., dated July 9, 1953, as evid

enced by Exhibit "E" attached to the application, which relate to tre 

amounts advanced for main extension only, exclusive of the cost of 

a meter. 

3. Authorization to carry out the provisions of the contract 

between Fontana Ranchos Water Company and Ennis Poole, dated August 9, 

1955, as evidenced by Exhibit "G" attached to the appl1eation, be aDd 

it is hereby denied. 
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4. Fontana Ranchos Water Company shall file with this CoaID1s

sion~ within twenty days after the effective date of this order:. two 

copies of each of the written OODtraets~ or letters statfng the terms 

of oral contracts" evidenced by Exhibits "A":. "B", "e" ~ "1)"" ~'Etr and 

"F" ~ together with a certified statement attached to each copy thereof 

stating what action has been taken by applicant to ref1.md a:ny amounts 

collected or received under the terms of such contracts in excess of, 

the amounts authorized herein or by applicant f s tariff schedules in 

effect when each of said contracts was executecl. 

The effective elate of this order shall be twenty clays after 

the date hereof. 

Dated at __________ " Cal1forn:ta~ this :2/LH.-
day of !)2Vl/(l'r£; , 1959. 

esi&iit 


