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Decision No. ' 61521 .','.' ,.' 
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BEFORE THE PUBLIC UTILITIES COMMISS'ION OFnm> STATE, or' CALIFORNIA,' 
"" '.' ,"'" "',1" 

: I,; """:,! , .. 
,', ., , .. 

Investigation on the Coumission' s' own ') " 
motion into the practices> operations, ) 
contracts, rules, facilities and:serv-,) 
ice of ehe HESPERIA WATER COMPANY,· a ) 
corporation> and' KAIEM· INVEStMENT COR- ) 

Case No-•. 6159 

PORAXION, a: corporation. ,', " " ,,)' 
. ~. -..., 

', ... 
Glickfield: & Goldste:tn,by'Hyman L'. cOldste'in:,< 

for claimants.." "'. 
Kaplan, Livingston, Goodwin & BerkOWitz,," by:, " 

Frank Mankiew1cz, and 'N. K.Mendelsohn,. '. 
~or respondents Hesperia Water COmpany and 
Kayem Investment Corporation .. 

Hugh N.. Orr,., for the Commission " staff ~ 

SECOND INTERIM' OPINION, ' 

" 

. I',. 

~ " , '"'.' . ' ;"., 
"Clyde A. Krasne and, Joe A. "Krasne~ by'clalmdated.'·, 

.' \, .' "J',: ,T" ' 

February 15, 1960 made against the respondents~ 'Hesperia I Wa~erCom-:' 
',', ' . 

pany. and' Kayem Investment Corporation, pursuant to Section; 736:' Of",' .. ,'. 
, .,." 
. ,,' ,. 

the California Public Utilities Commission Co<ie, allege that"· 
".\' . 

respondents improperly exacted"from·,them' payment 'in the, sum of , ... ' 
l'" , ( '.' ~ "'.,. ) c. 

$lO~OOO'and, that such, payntent was not' inaccord'~th:tar:t£f$'and" 

main extenSion rules of 't~e respondent Hesperia',Water ~q,a~YIl: on ' 
" 

file with this Coamissionoo ' 

The • claim 'was associated with the :ab~ve-ent:ttiee::m8tter~ 
. '- ~,' '", .'.. \ 

pursuant to' the provisions.·of Decis1ot1·N~.:'S9Z81'cL9teci N()v~ber:;17)\'" 
, ,"" !. '" . "' ••• ' .• " 

1959 II . in said matte~.: Said decision' stated that . furthe:z::,' proceedings, " 

would be had for the purpose, a:nong "others~ . 'of' determinirig.·to,' what·' " 
• ... ' I ,I' • , '.';'., ""', .. '" u " • ,"' '" 

extent respondents or. their pr~ecessors1n interesthave;-'rl:olated: '.' .. 
. ." . . "'. 

: ~ .. ':"' ."' 

'their tariff 'rules by making' .charge·$. against. eustomers.·.contrary·to-":, :.,.' 

""'" . 
• • -, -i •.••• .:," ,c, 

".', : ." ' 

" ' 

-.1- •...... J.: '.,' ,'~ ~, . 
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, ... said ,xules aud to' order' respondents' to mak~laW:ful: rest:['tut1~rt to': 

customers whenever unlawful charges' are fcund,' to' have' been: made> .. 
. . '" ... 

, '<"' 

. ','" 

.;, . 

, ,'. 

Application No'. 40862 of "Hesper:[~'Water ComPanY"£or,'authoritY:tO:~' , 
• ."" c. .' • ,: '. ~, .• \; . 

increase rates for water, service, and' with Case' No:. ',~ 662i,,', ~acompla1n~,' , 
, ',,'."'" 

of Timothy Stallman and' Andrew- N. ' Ph:tlfpenko' ~erSus,\ theresP01:lCi~~t~f ,':, ' 
herein seektDg an order of ',the CoallxdssioD"directingthe 'defendants •• " " 

in said case to' refund the~- of. $4,,000'a'8 ,~n. overcluirgebY.'t~e .' :. , 
. , . ,.,.; . .'< ',' 

defendants in .v:[olationof their tariffs.~ rules',audregulations c
: . . . , ' 

approved by the Coumission. .suchhear1ng~ were, h~ld before~Examiner ' 
• " I. " " r ' "', \ 

Stewart C. Warner 'OD September 20' and ,21 and Nov.r' 16,17- atid:lS:" , 

1960, at Hesperia,.. and o~:D~c.r 20.a~d'2l at .. tos':Ang~l.e$L The: 
, . ,' .. , ';"", 

instant claim· was heard specifically OD December' 21,'1960''';,:' 
!. ' . "".' • .J,-' 

Basis of, Claim, .~.'."'. ' '. '>', \' 

Claimants bas~: the!~' 'claim. OD their' allegation' tha~ o~' ·~r. ~ . . , 
., . 

about February 19, 1957,· th1ey w~re required by, Hesper:l.a. Water:'Com-: 
'. '. . , , . 

pany to pay $10;000 tosaid~ ~ompany as a' condition'. for its agreement: 
, . . 

to-supply water to a portion ,of the southeas1:·quarterofi~ction:1". 

Township 4 North, Range 5 West, of tent~t1ve' approv~d·~r~ct:.,No-~St.9i:~ 
,', ~ .. 

,' .... : ,.,'. 

except certain lots._ ". ~ " .. 

1957, entered into a contract with Ray S. Ward and'· Vera- Ward; hus.- ;' . ". 
.~ .' 

band and wife; tc>, purchase the property 'to Which water:serYice was:, 

" . ',' ,'t,"',' 

. '~<' . 

, " 
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, ' 



C.6159, Nlle 
.. ' '., •.... 

\ /'.", I" • 

.. , ... ". , J'-' 

. " ' ,'.' , ' 

\. '~'., • ,I ,','" I 

".:, .,', .' • ,I', 

. ,.' 
>', ' 

:.i,·':" ", ., " 
.. " ' . 

'" 
. ,;'«;' "'" 

, to be furnished; that thereafter the purchase was consummated and'" 

the property subdivided. 

Cla~nts-: further alleged that ,the pa~ent ~f' $lO~OOO :wa's', , 

improperly exacted by the Hesperia Water Company and that" the: pay-:'~ 
\ ' .", .. ,' ", ' , 

ment was not in accord with said' company' s.tariffs a'Dd;ma:ln.~,extens.i?n 

'rules. 

Evidence 
• .' r 

.~ ", 

1" 

i'" 

"",:' ", '" .;'"'::"':" 

the record shows that bas~don'informat:[on£urn:[~hedto;,/' 
',' , 

him by the owner of', Tract No., 5497'~ 'the, 'claimant ' ~lyde A~:Krasne 

delivered a check,. Exhibit No., 19,in'theamountof'$lO"OOO"\~to'a:' "> 

rep,resentative of Hesperia ,Water: Company on FebruarY 19.: 1957;',.that: "" 
) •• 1 

, such payment to the water company: was required' so thatthe'~ater', ' 
, . '/ " 

company would dired: a 'letter, to the'RealEstate'Comm1'ssio~er~ "" 
",", 

, containing a stateme~t that the water company would:' furn1shwater , 
. " I, • 

service to Tract No,. 5497; that claimants causeet: a· water' system, to . ' 
be' installed within Tl:act'No. 5491", at' their, expense;: that the'," 

,,, I" 

I .,} 

$10,000 payment to the water company was for water service only; 

that said water service had been effected and was in effect,' as of 

the date of the heanng; tbat,therespondent. Hesperia.Water':Company~,' 

neither offered to refund nor made ,any agreement: fortherefuU~ing:," ",,' , ' 

of any portion of the cost of the water syst~m;:instaliat:[o~", ~r'-,of'" 
,'''' , -, 

the cost of the water service pipeline connection" or:of·the; , 

$10~OOO required to be paid for water service-;,that,as'sh?wnon 'the' 

map ExhibltNo. 17, the claimaut~t 'Subdiv1dedpl:ope~ie~ l~;,"o~tside' 
of~ but contiguous to, the.~espondents' -dedicated" s~~e.area; 

and "t'hatrespondents' Rule and:' Regulation No. 19 ~Ma:[n ,'Exteris1ons" 
" . 

Section C~ Extensions to Serve Subdivisio~s, Tracts. Housing", ' 

'" ,. ',.', " .... 

" ' 
,::.; 

, " .. '" 

.-,"', 
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Projects; Industrial Developments ,or OrgaDized', SerVice Districts;; 
, ~. - " . 

provided'as follows: 
-.', 

.' ~ i ' ", 

. .~' , 

. 'C. Extensions to Sexve Subd:tv.tsioDS,·· Tracts,· Hou81ngPro.ject·s;·.····.· 
Industrial DevelopmentS' or Organized Service' DIstricts.::·. 

. . ~ \ . 
, . 

l. .An' applicant for. a md.n extension to serve' A. new .' . 
subdivision, tract,. housing: project". industrial 
development or organized service d!strict· shall 
be required to advance'to the' utility before' con­
struction is commenced the estimated reasonable 
cost of installation' of the mains,. from the', nearest 
existing main at least· equal in size to' the-main 
required' to serve such development~.:r.ncludinglleces­
sa.ry service stubs or service pipelines;, fittings, .' 
gates and housings therefor, and including fire· 
hydra:nts when requested by the a.pp-lieant· or required 
by public authority" exclusive of meters. If ,addi­
tional facilities are required specifically: to provide-.· 
pressure or storage exclusively for the.,service re-: . 
quested~ the cost of such facilities may'be ineluded~ . 
in the advance upon approval by the Commission. . 

, ,.",,' 

2. Ihe money so advanced will be sUbject t~ refund' by . . 
the utility without irlterest to the partyor.-parties: ' 
entitled thereto·. The total' amount, so refunded shall" 
Dot exceed the amount advanced.. Refundsmay:be'made':,,' ...... . 
under ei1:her of the following methods'at: the. option,' 
of the utility: . "', . '" .... . .. ,." .. , ", ,:. 

II.. P.roportionate Cost. Method' '. 
.,' , 

For each serrl.ce "conn~etion' directly con~ected- to 
the' extension, exclusive of that of. any customer",· . 
formerly served at the same locati.on,. the utility·· 
will refund within 180 days: after the· date. of· .' 
first service to a bona fide customer tbatportion .. 
of the total amount, of the advance which .. is deter­
mined from, the ratio of' 65 feet of maiD ' to-the ' 
total. footage of main in'the exteDsioll for which 
the cost was advanced. No refunds will be. made 
.after a period of· 10 years.-·from: the date. of ,com-, 
pletion of the main extension •. , ' " . _~.." 

-" "" I' 

b.. Percentage of Revenue Method-
,"', 

. ' 

The utility.will refund: 221. of-the.est1mat~d 
.annual revenue from' each bona fide customer~, 
exclusive of a:ny customer formerly . served 'at' the-.· 
same location, connected directly. to' the extet:l-· . 
sion for which ebecost was advanced~ The' refunds 
will,. at the .election of· ebe utility ~ be made' in' ' . 
.annual,. semiannual or quarterly payments: and· for .... . 
a period of 20 years.. ': ....... : 

.'.",: 
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The. record further shows that the . pre;:[de~t of, re'sPorlden't .', ' 

Hesperia Water Company decided.', personally,.to.requ1re, ,tbepayment'." 
, ,. , ' 

" 
of $100 per acre for the extension of water service' to 'claim~~t$t ;,:: . 

.. . 
subdivision lying outside the respondents'" d·ed1cs,ted:-service. area; .-' 

~t the' amount was· a guess of, said; pres:£dent . as to: the', cost • of, pro':" 

. vidingadditional facilities'· for guaranteeing' adequate water-supply .'~'" 
and maintaining adequate pressures 'in the' cla'1mants t"'subdi'rision-;, - -

that he did' not know that the respondents' fi~ed-ta~iffs-and~'maiti H:' 
" 

extens.ion rule were applicable herein;' that -other· extensions we:re.' . . 

made- on the- same basis. including one to-himself.,;a~' an' :£ndiv1dual,. '. 

which .1nvolved the payment .~f . $lll~OO()by ~'t~:"respondent"Hes~ria-' . 
• 't" ,,: • • < ~,' ", .: ' 

Water Company for water service to 8' subdiv!s:[on.1n.wh:[chhe;wa's,.- , 
. . . "'. . '". ', .. ' :" ," 

interested- located outside the respondeu'ts'" serv1cear~a;:.trult 'the~ •.• . 

monies, so accumulated. totaling app~ox1mately, $l58;,OOOhad~:'been'- " 
. . . 

placed in" a so-called'- fund or reserve for. the general financing of:" . .' ,," 

capital additions and operating expenses' of Hesper:f.aWa~er :Company'. 
, • I '. . ," , 

By Decision', No. 59281,. dated November 17~: 1959:, r~~ot1dent ' 
Hesperia Water Company w~s fOU1'2d', by, this- CODlDl1ss~OD,' to'have', .. 

unlawfully demanded and received'from Certified' Land',a~d·.Devel~pment·: 

;, I ~ .• 

Company the'sum-of $17,000 as:- a condition to .. extend:tD~:::[ts:·~at~r" . 
, <' '. • _", • • , • I " .' ~ ,,' - • i.: " I' .,;.. ." " t ' 

service to Tract No,. 5375, and was ordered'· to- refund ssidsum>:w1th< 
interest a~ the rate . of' 6- per -ceDt per : annum, "to' .~~d comp~ni~:':a'Od:',to .... 

'. .'" .'. 

refrain'from demanding or receiving-as a e~d1t~on tOSUcl'J>:eXt~ns:[ons 
of service any. sum- of moneY-llot • autboriz~dby its .. f:[ledru~~s-'and', .. 

regulations, unless '. author1zedso,to' ~.: by the.: Comm:[s~1on:.:: .. 
.. '" 

' .. ,' ",'. ' 

" , "\ ,',I" 

'. r,' 
, ~ ,P ,', •• 

• .-/ ',,'1, 
',' , 

" 
. , "",,' 
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Findings' and Concl.!lSiona 
, '-' 

conclusions are made: 
"' .. " "'.' .' 

,- '. 

1 • ". 
That the Hesperia Water' Company,. a. corporatio9" on . 

. February 19" 1957,,· held itself out to furnish w~ter.servi.ceto: . '.' 

Tract No •. .5497" San Bernardino· County;.wh!chs~id::tra~twa:s'l~6.ated 

,,' . ", 

2. 1'ba.t Hesperia. Water Company wast'lot o1>ligated to::furnish:·.::'· ." 
,'- _:_.'. , 1.- <,':"" 

water service to said traetpr1or' t~' i.ts holdiug;i.tselfoutto;,:, " •. ' 

furnish water service ,thereto, but"tbat having so'held:·.1tselfout: 
• l .,' • , 

.. . '. ~ 

to serve" it was bound 'by its' rules·and>.regUlatio~~.~;o~·;:file'.'Wi·thl. 

this Commission in' the' furnishing o·f su~h service .. :. 

3. That on' Feb~ 19'~ 1957 ~'.' Hesperia Water Compa'Qy.re- ... 

quired Clyde A. Krasue.and Joe:~·Krasn~·: clailMnts:h~rein"to .. pay':· 

. $10,000 on the basis of appro~mat~ly$lOOperacre .f~r't~~,':fur,;, 
nishing. of water seryice to Tract No.·' 5497 •.. 

'" .-,,' 

4 •. !hat .theelaima:ats herein caused, to be installed'. at' the' . '. 

said claimants r expense a water . system in' Tract No·~ 5497'.:'" ..... . 
'. . 

5. 'that the extension,'of a water utility, s' mains-':[~ prepa~~";'. 
~ - . . . . . .. ..' .,' ~.'., .' 

tion 'for the actual delivery of,water' is..· no' l~s.s·· a· •. ·public::utility···· ". 

service than the water deliveries themselves ~.' 

6. '!bat water service has been'4ud' is: .being furnished to 

Tract No. 5497 by Hesperia. Water Company. 
. , 

7. That Hesperia Water . Company bas.·.unlawfullydemanded.'and', 

, , 

received from Clyde: A.' Krasne and" Joe A.' Krasn~ the sum 0'£' $l(;~ 000 ,:." 
..' ." ,"' ,. " 

as a condition to extending. its wa'te~ service . to- l'raet~No. .. · 5497~,<!' 
" ; . ~ . . . .' "'. " . , -,. 

-6-' 
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sum of, $10 ~ooo ~th interest at ,the rate of: 6 :per cent',' per. atl,~um,':to, .•. . . ._, (' .,,', 

Clyde A. Krasne and Joe A. Krasne •. 
" , " " I 

3. 'l'hat Hesperia Waeer < Company should, be~1rected' "tor~frain" .. 

from demanding or receiving from clai.mants~as; 8' condition to. the', 

furnishing of water 'service to Tract 'No. 5497~' any. ~,of:~~ey )l~t:·: 

authorized· by its' filed' rules and~reguia'tio~s:" .• unle~8:.fi~s~·'author~;;' 
ized so to. do by. the Cotmdss:ton.: " . .'> .:.. 

9.1'bat no order should be issued herein with:·reBpect".to,th~ ' .. , " .... ,. 

defeX1dant~ Xayem Investment Corporation. at th.:ts ;time:': 

SECOND INTERIM' ORDER 

Clam of Clyde A. Krasne' and ·.:roe A. Krasne, ha~ngbe~ 
made' against -respondents herein", public hearing having,.been .held> 

and based on· the findings and conelusionsh~reinbefore 'ma~~: . 

IT IS HEREBY ORDERED 'as "fol1ows:' 

1. l'hat Hesperia Water· Company. a corporation," shal1refUtld" . 
. , . 

the sum of $10.000 with interest 8t .. the rate of &perc:entper"~: 

annum from February 19. 19S7 to· Clyde A'. Kras~e ~nd: 'Jo~ A>:'KJ:asne'i 
and shall refrain from demaDdi~g or receiving from::· them~ , as:~' con-' .'. 

, • ' " , " " " I'" 

'r, " 

dition to the furnishing of water serrlce ,to. Tract No~s497~ .anysum',: 
, , . ..'. 

of money not authorized by its filed rUles8nd"regulstions'"Unless'. 

first authorized, ~so' to do' by the' Comm.iss10n •. 

2. That HesPeria Water Company shall.' make the're£utld>order~d 

herein within thi.rty days after theeffeetive 'date of this ~rder~, . 
,I '.'" 

and shall report to,the Conm:[ss:roninwriting~ within ten days, ' 
.. ,,'. 

thereafter of its compliance her~tn. 
. . 

3 •. !hat HesPeria Water Company shall,. within thirty days: 
1',- ", 

, , ; 

after the effective date of, this . ord~r, . reduce :to· wr:tting. 'the:te~s·.·:': •... 
',r, • 

of a main extension agreement with claimantS. Clyde A. Krasne, and'·: ". 
': .' 

," 
. ',,'" . " : .. ,'. 

-7-" 
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Joe A. Kra8ne made inconformity with Rule No. 19~'of: 'it'atariff 
• . • '. ".J.."' •• ',,' ", 

schedules currently on. file and: in effecr'andprovid:lng: for the . . . , 
, . " 

',' , 

extension of mains to Tract No,. 5497~He8periaWater Company::sball'" 
, "'. . 

use for tlUs purpose its agreement" f01lll.tlFO~; No.: ' 4 .' - • Ma,:l~Ext:en-' . 

sion Contract· Form, (Cal. P~U.C. Sheet. No •.. lO-W) ~ tf .in. said· filed , 

tariff' schedules and shall file with this :Commission, Within teu', 
I • > ~ , 

days after execution· thereofa. ·he~eillprov!ded .• two·co~forzDed;.· 
. , , .. :' 

copies of' Such written agreement .. 

, The Secretary of the CommisSion 'i8 directed' ,to· cauae·' 
• • I . 

personal service,of thi80rder to bemade·upouHeaperia:.Water'Com-,· 
" '.. . 

pany . and'. this order: shall' be' effective· twenty· days .ft~~· the; ::, 

eomplet:loD of .~ S<m7ice·upoD tll~r~8JIODdeD~~ •.... ........ . ......•..... ··ZZ> • • 
. Dated at. San Francisco .. ~ cal:[forn:ta~: thia/4 '~Y " 

of Febru~~~ 
_____________ --__ v _________ • 
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