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Decision No. 59997 ------
BEFORE tHE PUBLIC UTILITIES COMMISSION OF !BE ST"...AIE OF CALIFORNIA 

In ~e Matter of the Application ~ 
of SAN BERNARDINO 'WATER UTILITIES 
CORPORATION to construct and operate 
a water system end for the es~blish- ) 
ment of rates to couSume:rs in . 
Son Be~dino Valley, S~ Bernaxdiuo 
County, Suteo£ california. 

Application No .• 4lS13 
Amended 

D. W. Coush:lin, p:esident, Helen Riehe, secretary, 
ana cuyvans, Jr., man.lgc:t', for applica:lt. 

JaT.lles G. S l.elds :mer A. L. Ci~l.e3hem, for the 
commission staff. 

OPINION ---- ... - ..... 

Sa:l. B~di4lo Water Utiliti~$ Corporation,a corporation, 

by the above-entitled application, filed September 23, 1959, seeks 

an order to construct and 0?erate a water system, for the establish­

ment of rates, and for the gr.::m.ting of a certificate of public: con­

venience and necessity to construct and ope~ate a public utility in 

Tract No. 394S in the Ci1:y of San Bernardino, San Bune:rdiX!o Counzy. 

Tbe application was amended at the hearing by a request for approval 

of the Agree::neut between ~e a.,plieant and Lilac Builders:J Inc:.:J a 

copy of which was submitted as Exhibit No.4. 

'!'he general location of $aid Tract with relation to other 

public utilities, a mutual water company, and the Water Department 

of the City of San Bernardino, is shown on the map:J Exhibit C:J 

attached to the application. 

A public hearing was held before Examiner Ste"'Aart C. 

Warner on January 13, 1960, at San Bernardino. No protes.ts were 
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entered, and the matter was submitted subject to the filing of Ex­

hibit No.6, a tracing of grant d.eeds for water rights, which said 

Exhib1t was :ece1ved on January 26, 1960, and the metter is no"'.4' 

ready for deciSion.. Exhibit "C-lu attached to the ~pplic:ation is a 

copy of a letter d4ted February 6, 1959, from the superintendent anQ 

ehief engineer of the San Bernardino MUnicipal Water Departcen~ 

stating that the City had no objection to the proposed area being 

served by the applicant.. Exhibit :rC-2:r atta.ehed to the applica.tion 

is a copy of a letter dated August 11, 1959, from Muscoy Mu1:Ua1 Water 

Company No.1 stating that the service of said company is lici1:ed to 

its shareholders and that the owners of Tract No. 394$ owned no 

stock therein. 

General Inforcation -
The applicant was incorporated April 22', 1932, and fur­

nishes water service to about 800 custo~ers in 2n area compriSing 

approximately 8200 acres approximately one mile north of Tract 

No. 3948. 

The proposed area, Tract No. 3948, contains about 80 acres 

which have been subdivided into 230 homesites and 2 commercial lots. 

Approximately 50 homes have been constructed on said sites, and 14 

of said homes were occupied as of the date of 1:be bearing. 

Exhibit No.4, supra, provides for the advance by Lilac 

Builders, Inc .. , a subdividing corporation, of the .amount of 

$47,287.56 for back-up facilities consisting of a l6-inCh well, a 

deep well pump, a l69,OOO-gallon storage tank, 2 booster pumps, a 

pump house, a 10,000-ga110n hyd~opneumatic tank, and the nccessary 

piping, valves" fittings and plant improvement.. Said Exhibit 

further provides for the advance by Lilac of the amount of $·39,SOO 
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for the estimated cost of the construction of water mt.Lins" service 

lateral,. all necessary valves, fittings, fire hycb:arJtB and miscel­

laneous appurtena.t)ccs of size and type neeessary 1:0 comply with the 

various goverDing agencies' specifications eo serve Lots 1 ebrougn 230,. 

excluding Lots 231 JlXld 232, of l'rs.c:t No. 3948. The total am.OUDt of 

the subdivider's advance set forth 113 said Exhibit is $86,,787 .. 56, 

which appl1eaIlt h4s agreed to refund for a period of time not to 

exceed 20 years based upon 22 percent: of the gross aDtlual revenue 

derived from the water system iDstallation. The record shows that 

applicant's MaiD Extension Rule No. lS is :oot applicable here1n~. to 

the extent that the costs of the back.U? facilities have been 1~ludcd 

i'O the axnount of the advance and for that. reason JO the application was 

~ended at the hearing seeking approval of ~ contract. 

'Xhe costs of the water system itlseallatioD in Tract No. 3943,. 

hereinbefore set forth, are to be advaDced by the subdividing corpo­

ration but the applicatlt has borIle the cost of the purchase of .a lot 

at the extreme north eDd of the subdivision for $1,.556.60,. which is 

the wellsi te a:cd the location of appl1eant' s pumps and 1:aI)ks. Appl1-

CaDt has also purchased wa.ter rights U1'lderlyiDg all properties in 

Tract No. 3948 for the sum of $11,500. Said latter purchases were 

made from Highway Construet1oD eompa:oy of which R. H. Wheeler,. pres1-

deDt of Park Water Company, a public utility water compa.t)y urlder the 
jurisdictl.o1'.l of this Cotanissiotl,. is presideDt, at2d V. E. Motz, former 

secretary of Park Water Compa:oy, is secretax:y. ID this cODllection 

it should be observed that UDadjudicated water rights such .as were 

obtained by 4pplleaDt are not usually cODsidered by this COxan1$s10~ 

to be a proper part of the rate base upon which a utility 1s entitled 

to earo a retul:ll. The record shows that H. H. Wheeler, Jr., is a 

director of applicant aDd ~s all of the applieaDt's common seock. 
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Descriation of Water Systen it) Tract No. 3948 

l'b.e deep well tur~1De pump iDsealled iD ap?lieaDt's well 

located at the north end of Tract No. 3948 is designed to pump l~OOO 
gallotls per m:lute Olgainst a. 330-£oot head. The two booster pumps~ 

~;'i. th capac:!: ties of 240 gallons per minute each~ will pump water from 

the 169,OOO-gallon storage tank~ it)to~eh latter ~k water is dis­

charg~d from the well, through a lO,OOO-galloD pressure taDk into 

the distributio:l system. The recorcl shows that the booster pumps 

should be capable of delivering 34S~600 gallotls per day if operated 
-...-.,..--"". 

continuously, which said latter amo~t would Dot be sufficient to 

meet the estimated ultimate peak-day demaDd of 365,.000 galloDs~ but 

the record shows that the applicant iXlteDds to install a third 

booste= pump when Deccssary. Further, the applic.:mt has arranged with 

Muscoy Mutual Water CompaDy No. 1 to provide standby service through 

a 6-inch connection near the wellsite at ~ pressure of 90 p.s.i. 

It appears that the sources of water supply available to 

Qe ap?lica:ot for 'l'rOlct No. 3948, the stora.ge facilities, the booster 

p~s i~stalled ~d proposed to, be installed, and the distributioD 

system. tlOW installed i:l said Tract, are adequate to meet customers' 

demancs on the water system. 

Appllca.'Ot proposes to apply its present water ra.tes to 

Tract No. 3948. 

!he record in this proceedi~g shows that applicant's 

presetlt equi~ pOSition is approximately 37 percent aDd that :he pro~ 

posed metl"l.od of fitlanci'Og the water system to supply T:ractNo.3948 

would further reduce the utili~'s equi~. 
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A Comro.ission st.a.ff ~ccoux:ta:Dt recommeoded that ill view of 

the high proportio'.O (71%) of applicant r S oebt it) the pro forma eapi tal 

structure, which includes the proposed refu:.od contract in the amoaDt 

of $86,788, consideration should be given to cot'lvert:rng some portion 

of loog-teJ:m debt and c:oDstruction ac1va%lces to perma:oe%lt capitAliza­

tion at the earliest opportunity in oree: to improve the applieaDt's 

capi talizatiotl ratios 3lld abili ty to fiDaDce future g:z::owa:.. This I-Ioa--

-witness i'.Odicated that future expansion financed by refund agreements 

might render applicant incapable of meeting its fi:oa:ocial obl:tgatiotls. 

!he testimony of the Co1:::missio'Q' S staff wi tDesses s!l~s 

clearly tMt the proposed re£UXld agreemcDt is basically UOSOWlO. We 

are of the opinion that the fiDaDcial weaknesses of the p:opos41 

should be corrected before the certific.:lte is graDt;d, rather tbAtl 

depe'Dd upon some future refinancitlg expedient wLUcb. mayor mAy not be 

detrime'Dtal to the interests of the utilityt$ customers. 

In several previous deciSion~/inVolving ref~d agreements, 

where substantial portions of the cost of back-up facilities were to 

be iDcluded i'D the amouot of the advaDce, UDder cireumstanees similar 

to the i'DstaDt application, the reques~ed authorization has beet) 

denied.. The maiD exteXlsioD rule was designed to be! applicable to t:b.e 

extension of distribl:tion facilities. from aD existing system which 

itlcludes at least the basic required water productS.on facilities .. 

!his is llot the case it> the itlstaxlt a.pplicatioD. 

AttetltioD of applicant is directed to tne clear proviSions 

of Section 1001 of the Public Utilities Code, whereiD it is prohibited 

from COtlStructiIlg arJy such proposed wa'ter system ••• IVithout havi:og. 

first obtained from the Commissioll a certificate that the present or 

future public convetJieDce and necessity require or will requi.:e such 

construction" .. 

1/ For example: Decision No. 51526~ Oated May 21, 1955, iIl- A-36808, 
and Decisio'D No. 52010, dated October 4, 19"55, in A-36997 and 
A-37053. 
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Fitldl.ngs 41'ld Conelusio'Os 

From a review of the recorcl the ComiSS10D f!Dds aI)d eon­

clucles that public cOD'Vet'Jienee atld necessity do tllO~ require tbat 

the applica.tion, &$ lmleDded, be gr=ted .aDd the followiIlg order will 

cleny said 4pp'liea.tion, as ame'Oded. 

ORDER. ---- ..... ---
Application as above entitled having 'been filed, a public 

h~tlg hav1t1g been held, the application havi'Dg. been =etlded a.t said 

hearins~ the mat'ter having been submitted su.bject to the receipt of 

a lateMfiled exhibit, said exhibit having beeD received, and ~~ 

being ready for deciSion based upon the record in the proceedings 3Dd 

the fi'Cdings of facts a:od conclusions 'Wi t:h. respect thereeo) . . ' , 

IT IS HEREBY ORDERED as follows: 

1. !hat the a.pplication of SaD BernardiDO Water Utili­
tie$ Corporation, a corporation, for a certificate 
of public convenience aDd necessity to CODstruct 
aDd operate a public utility water system 1'.0 ~aet 
No. 3948 in the City of SaD BerD.a.rditlO, SaD Be%rlar­
diDO CoUXlty, be aDd it is denied. 

2.. !hat author! ty to carry out the tems aDd cond1 t1o'O$ 
of the proposed Agreemetlt, Exhibit: No.4 filed at: the 
hearing;' between the apl>licaIlt atld Lilac Builders, 
IDc. be aDd it is denied. . 

,!he effective date of this order shall be twentyd8.ys after 

the date hereof. 

Dated at Sa.n Fr::I.ndsco , ca.li fOr'Dia , this ' 

t:?2t.d day of a c --.&-I 
V' 


