
Decision N~. __ 6_1_SS_~S._·_ 

BEFORE TEE PUBLIC 'OTILITIES COMMISSION OF TIiE STA'I'E,OF CALIF:ORNIA 

In the Y!atter of the Application of ) 
AME:UCP.NUl'ILI"rIES, INC., a Cali-' ) 
fornia corporation, for a certifi.. ) 
eate of public convenience and ~ 
necessity to operate a Public Utility 
Water System, and to establish. meter 
rates for water service, in a portion 
of the unincorporated area of the, 
Co\mty of Santa Cruz) portions of· 
Sections 16 and 21, T9S, r..2W, MDB&M, 
and authority to issuestoek, pur­
suant to the . provisions of the 
Public Utilities Code of the 'State 
of California. 

Application No. 42985· 

Wesly S. Burrows and Robert Kuerzcl, for applicant. 
<5ri'iCK) DaElqw.st, HerrJ.D.~ton & Sutcliffe,'. oy 

Robert Keller, for Citl.Zens- Utilities Company 
of cal:.£o::nia, protestent. . 

William B. Strad~ and Sidney J. Webb, for the 
Commiss~on s-taf~. 

OPINION ..... --~~'-~ 

ApJ)licant 's Request 

American Utilities, Inc., a California corporat:ion,. filed" 

tllis application on December 21, 1960, and an amendment thereto on. 

February l, 1951, requesting the Commission to: (1) grant to· it a. 

certificate of public convenience and necessity to operate a public 

Oltil,ity water system.; (2) establish. rates for the water s.enice. to. 
I, ',' , 

be r~e.~dere<1; and (3) authorize it to issue capital. stoc!, and' enter 

into a long-term conditional sale contract for filtration and pump-
. .. . 

:u:g equl.pment. 

Public hearing in this matter was held. at San Francisco 

before Comm:i.ss:Loner Frederick B. Holoboff and Examiner James F.. Haley' 

0'0. M3::'ch 1;, 1961; evidence was adduced and the matter wassu'bmitted .. 
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Proposed Operat:i.ons 

The area for which a certificate is requested is located 

in an unincorporated portion of Santa Cruz County about 2?f miles 

no::theast of the City of Boulder Creek.. The area., is being' developed 
" 

by Bear Creek Estates, Inc.;, a subdivider close1y'~aff11iated with 
I 

applicant.. Applicant indicates that it plans to construct the;. water 

plaxlt to serve the area in two phases. 

Phase one constr\lct1ou includes a distribution system to 
I.":' 

provide service to a subdivision of 41 residences, soc.e of which. are 

completed and in the process of being sold to individual buyers. 

This pbase also includes stream diversion' and intake arrangements, 
, . 

fil.tration plant, a 5,OOO-gallon filtered water storage tank, a 

hydropneumatie t=k;, PtimpS and auxiliary equipment. The distribu .. 

tion system has been constructed and work is well underway' on the. 

bal3nce of phase one construction. 
. ,. 

Phase two construction;, which applicant plans to acc~lish 
, . . . ''-; 

doring 1961 and 1962;, would consist of an elevated storage tank of 

100;, OOO-gallon capacity and a distribu'tion system to serve an,addi ... 

tional subdivision being de.veloped by Bear Creelt ·Estates', Inc.. Upon' 
. , 

c~letion of phase two applicant would be serving 275· connections.: 

Applicant states that;, if it is Dot granted the reque.sted 

certificate of· public eonven:tence and necessity to operate'.the· water· 

syS:tem as a public utility, it will reorganize and, oper~te:a~'a .. 
. ' 

m:ltual water system. 

Source of Water SupplY 

Applicant comes before the Commission with an already, . 

p.s:tly constructed water system.. The system, except as. to one vital 

aspect, appears to be well' engineered and capable" of. meeting the 

requirements of the proposed service area. That v.ttSl. aspect . is 'the 

matter of water supply. 
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As its source of water supply, applicant intends to div~t ' 

water from Bear Creek, a stream which flows through the proposed 

service area and whiCh is a small tributary of the San" Lorenzo River'~ 

On August 12, 1960, applicant filed a i,now pe.nding. application witb 

th~ State Water Rights Board for the necessaryau.thor1tyto· appro­

priate 100 gallons per minute £rom Bear Creek. The. application' for' , 
" 

appropriation has encountered opposition from the Water Department 

of the City of Santa Cruz and from the Dep3rtmentof Fish andG.ame 
" . 

of the State of california. Applicant states that it has advised 

the Water Rights Board that, to meet its needs during, the' interim 
. \ ," 

period before its application to that board is he.ardand decided, it~; , 
. J' ~tI 
• r ,~,. 

intends to proceed to appropriate the required water, from' Bear Creel<.:·~ 

Of lXlOre Sisn:ificance herein tha:l the ultimate f~tc· ~£ the 

application to appropriate water is' the serious question as to· the 
. " 

very suitability of Bear Creek as a reliable and sufficient year-

round, year-in and year-out source of water supply. 'Ihe'record'eon-
" 

tains no convincing answer to this question. We are not'. satisfied, 

on the basis of applicant's showing, that the flow in Bear creek' 

would be adequate to meet at all times the water requirements of' the 

proposed' service area.. 

Other Available pUblic Utility Water Service 

Applicant represents that its proposed service area is 

:lot at: this time served by any other public utility water company 

.and that there is no utility which can rea.sonably e=ttend it~ service 

into the proposed area. Citizens Utilities Company of california· 

(Citizens), hO"'..rever, protests the granting of the application on the 
i" ", 

, <.1 

grounds that the area proposed to be served by appli:cant, lies within' 

-e'he service area of Citizens; that the natural expansion of Citizens' ' 

water system. encOClpasses applicant's proposed s.ervice area; and tl1.at,. 

i:l. addition to providing service in the contested are~".Citizens 
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proposes to serve prospective development in ,the area between, the 

present termination of its mains and the contested area. 

!he facts of the matter are that Cit1iens~ on December 6> 

1960> filed with the Cotmnissiona revised tariff serviee-area map 

for its Boulder Creek district; that ,this district , as expanded by 

the revised tariff map, includes substantial portions of applicomt's 

proposed service area; that Citizens now has no plant in the con­

tested area; cm.d that its mains would have to be extendedapproxi­

'.Clt!tely 11,. 000 feet to provide service to' the Bear CreeIt Esta.tes, Inc., 

development. 

the evidence indicates that, before subdivision' of, the con­

tested area was underway ~ Bear Creclt Estates approaehed Citizens 

with respect to providing its development with water service' and that 

Citizens, at the request of Bear Creek Estates, furnished' the State 

Division of Real. Estate water supply information to the effect that' 

it was willing and able to provide the development with adequate 

water serv-lce. In this coxmection~ Citizens filed with ~llis Commis­

sion the above-mentioned revised tariff" service area map to include 

the area. in question. It appears that Bear Creek Estates> at some. 

time~ made the determinatioll that it would be more desirable: from.' 

its standpoint to develop a water system. with its own soUrce of 
I 

supply rather than obtain service from Citizens under the uniform 

main extension rule. As a result, .American Utilities, Inc. , was 

formed by the principals of Bear creek Estates, Inc. ~ , and the, ;inst8nt 

<ll'plication ensued. 

'With respect to wheti:ler Citizens could reasonably extend 

its service into the contested area;, the record shOW's: tbat the over­

sll investment in water plant required for applicant to Sel."'\7e. the 

proposed area> using Bear Creel-; as the source of water,. would ·be: 
I'" 

approximately $l80,000 and that" the over-all' investment required for 
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Citizens to provide service by extending its mains, would be on' the, . 

order of $210> 000. The $30,000,> or approximately 15. per cent, by 

which applicant's plant is lower in over-all investment lies in the ' 

difference between the $25,000 required t? develop Bear Cree1( as a 

source and the $55,000 needed' to extend Citizens mains 11,000· feet .. 

Upon considering this cost differential in the tight oftlle dem.on- 1 

stra.ted reliability of Citizens r supply of water, thcCotmnission 

concludes that Citizcms is in a pOSition to' reasonably' extend its 

syst:eo. into the contested area., 

Pi'rldings 

The record in this proceeding will not',permit us t? make 

the fi'odi:c.g required by law that the public convenience and 

necessity reqt.rlze the granting of the requested certificate·.; The 

Commission finds, tllerefore, that the application should be denied. 

Applicant is placed on notice" that, notwiths.tand:tng the . 

denial herein of its request for a certificate of public convenience 

and necessity, it will become subj ectto the jurisdiction,' control 

.and regulation of this Commission if it operates its: water, system . ~; 

~.a.s a public utility as such is define-d by the Public' Utilities Code •. 

o R·D E R - .... _- ... 

Public hearing having. been held, evidence, having ,been 

received, and the matter having been submitted for deciSion,.. 
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IT IS ORDE:aED that Application No. 42935 be,and it'hereby 

is, denied. 

'the effective date of this order s~l:t be:'twen:tYdays 

after the date hereof. 

Dated at ___ ...;;;!Ba:;:;:~;;..:;.Fran=ef8cO~!IC.-___ > ·California,. thiS2.t~ 
day of __ --=A~r>..:.:~..:.r ,::;.l' ___ _ 

~: rIIf' 


