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Decision No.

BEFCRE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Joint Application )  Application No. 43578
of SUBURBAN WATER SYSTEMS & VALLECITO g (Filed July 5, 1961)
WATER COMPANY for exchange of portions of Amended December 28,
sexrvice area and for certificates of

1951 and February 2, 1962.
public convenience and necessity. : ‘

),
)
%
In the Mattexr of the Application of SAN )  Application No. 44149
GABRIEL VALLEY WATER COMPANY for a )  (Filed January 29, 1362)
cextificate of Public Convenience and )

Necessity to furnmish Watex Service in )

Texrritoxy mnear the City of La Puente )

and City of Industry in Los Angeles ;

County, California, and for Authority to

Establish Rates for Service therein, 3

William M, Lassleben, Jr., for Vallecito Water
Company; Arxthur D. Guy, Jr., and Carr H.
Deitz, for Suburban water Systems; Jobn E.
Skelton and Ralph B. Hubbard for San Gabriel
Valiey Watex Company. ,

Raymond Martin; Al Preisslexr; R. Walter Cammack;
Robert Kopecky, for Hacienda Hills Baptist
Church; protestants.

F. E. Hostetler, for self, and for Marvin J.
Hostetler and Eerbert A. Hostetler;
interested parties.

Richard R. Entwistle and Jerry J. Levander,
tor the Commission staft.

OPINION

Application No. 43578 iz a joint application
whereby (1) Vallecito Water Coupany (Vallecito) secks
authority to extend service to a tract of land south of sad
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contiguous to its certificated area including Tract No. 26524 (Exhi-
bit Mo. 13, Axea E); (2) Vallecito secks authority to sexve a portion
of Suburban Water Systems' (Suburbam) servige area, and Suburban
secks authority to relinquish caid area to Vallecito (Exhibit No. 13,
Axez A); (3) Vallecito secks authority to rxrelinquish a poxrtion of its
service area to Suburban (Exhibit No. 13, Area B), and Suburban seeks
authority to sexve sald area; (&) Suburban seeks authority Eo sexrve
an additional area cast of Vallecito's service area Exhibit No. 13,
Avea C); (5) Suburban seeks authority to serve a contiguous area
including a portion of Tract No. 25169 and all of Tract No. 26678
(Exhibit No. 13, Axea D); (6) Suburban sceks authority to establish
rates in its new service area; and (7) Subuxban originally sought
authority to extend service into these areas on the basis that xe-
funds of advances for on-site plant would be made in accordance with "'\
its filed main extension ruie. Subsequently, by the amendment f£iled |
February 2, 1962, Suburban requested authority to deviate from its

main extension rule by refunding advances according to the propoxr=

tionate cost method with common stock instead of cash, The recoxd

t
!

shows, however, that Subuxban is willing to make the extensions in- /

' /
volved on cithexr of the above bases. /

By Decision No., 63115, as amended by Decision No. 63324,
both on Application No. 43578 hexein, Suburban was given authoxity to
extend scxvice to Area D, and Vallecito was authorized to serve
Axea E.

By 4pplication No. 44149, filed on January 29, 1962, San
Gabriel Valley Water Company (San Gabriel) seeks (1) authority to
sexve all of the terxitories referred to hercin except the two
territories granted, respectively, to Suburban and Vallecito (bxeas
D and E, Exhibit Mo. 13); and (2) to establish rates therefor.

Public hearings on Application No., 43578 were held In Los
Angeles before Commissioner C. Lyn Fox znd Examiner Kent C. Rogers
on Decembexr 7, 8 and 23, 1961, On the latter date San Gabriel
appeared and requested a continuance to give it an opportunity

to file an application for a certificate. This continuance
-2-
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was granted, and on January 29, 1962, San Gabriel filed Application
No. 44149, supra, which was consolidated for hearing with Applica-
tioﬁ No. 43578, and additional hearings on the consolidated
applications were held in Los Angeles before Commissioner C. Lyn
Fox and Examiner Kent C. Rogers on February 8 and 9 and March 19
and 20, 1962. At the conclusion of the hearings the matters were
submitted subject to the filing of concurrent briefs and late-filed
exhibits Nos. 26 and 27 on or before March 30, 1962. Theserbriéfs
and exhibits have been filed and the matters are ready for decisiom.

Notices of hearings were published and served as required
by this Commission.

San Gabriel now serves domestic water In an area north
and west of Suburban's existing service area and east of Vallecito's
sexrvice area. This Is Its E1l Monte Division which it proposes to
enlarge to sexve the area involved herein (Areas A, B and C of
Exhibit No. 13)., It proposes rates which, except for minimum
charges, are lower than the rates proppsed‘by Vallecito or Suburban
Exaibit No. 15), but would require the subdivider to advance
$778,585 for both on-site and off-site inmstallations. This estie-
mate is based upon a somewaat greater development of the area but
is substantially moxe than the $475,900 Suburban proposes to assess
the subdivider for imstalling facilities in the proposed sexvice
area. We can see no matexrial difference In the service proposed by
Suburban, Vallecito, and San Gabriel, and as Suburban and Vallecito
can serve the area with plant costing less than that required by
San Gabriel, and further, since the service areas of Sﬁburban and
Vallecito are each contiguous to the areas proposed to be sexved,
we nold that Vallecito and Suburban should be given the preference.

The application of San Gabriel will be denied.




a. 43573, AL - mr

Area A, Exhibit No. 13
Transfer from Suburban to Vallecito

By Decision No. 49703, dated Februaxry 23, 1954, in
Application No. 34947, Suburban was authorized to serve an area
including Lots Nos. 17 through 32 of Warwickshire Heights Tract.
These lots, containing approximately 75 acres, are on either side of
Tetley Street (Avenue) and are immediately west of Hacienda Boulevard.
This area is at present devoted to citrus and agricultural uses with
the exception that there are four domestic consumers therein. By
agreement, Vallecito has been serving this area at its existing
rates with water furmished from its Resexrvoir No. 3 south and west
thereof (Exhibit No. 1). Thexe are plans to divide this area into
approximately 255 residential lots. Vallecito mow has a master
meter and main on the west end of the tract at Tetley Street, and has
several mains in the vicinity, including a 10~inch main on Hacienda
Boulevard and La Subida Dxive, the fixrst stxreet south of Tetley
Street. Vallecito will assess its authorized rates in the Tetley
Stxcet area. Notice of the first day of hearing was given to the
subscribers in the area, and nonme appeared. The record herein shows
that Vallecito has been serving this area and that no customers will
be adversely affected by the change in the responsibility. The
application for authority to transfer the service area from Suburban

to Vallecito does not appear adverse to the public intexest and will

be granted.

Area B, Exhibit No, 13
Transfer from Vallecito to Suburban

This area, which contains approximately 160 acres, is

bounded on the north by Halliburtom Road at which the¢ elevation is
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approximately 530 feet, on the east and south by the 6G0-foot con-

tour line, and on the west by Hacienda Boulevard, Anellen Street
and Stimson Avenue, It is, in turn, divided into three parcels,
namely, Lot No. 13 of Tract No. 31937contafﬁing 54 acres, which is
west of Stimson Avenue and nmorth of Anellen Street; Tract No. 3452
containing 56 #&res, which is east of Stimson Avenue and’nofth of
the continuance of Anellen Street; and approximately 50 acres which
comprises the remaining portion of the area and is east of Stim-
son Avenue, south of the continuance of Anellen Street and west

of the 800-foot contour lime. In this 160-acre area there are

only 24 water users, all of whom are north of Anmellen Street.

Of these, 15 are metered domestic consumers and nine are irxriga-
tion customexs. The irrigation customers will not be affected in-
asmuch as Suburban has no irrigation rates and Vallecito will con-
tinue to serve the irrigation customexrs until such use is discon-
tinued. Of the 15 domestic custogers, three appeared at Fhe hearing
as protestants and ome submitted a petition opposing the transfer.
The Suburban rates, both present and proposed, are lower than

those of Vallecito. Therxe is nothing in the record to show the
quality of the water involved. The record here shows that Valle-
¢cito is extensively developing the remaining portion of its service
area and that its financing and its existing transmission faci-
lities will not permit it to adequately sexve the 160 acxres

here involved. The companies have executed a tramsfer

agreement (Exhibit A on Application No. 43578) whexeby,

among other things, Subuxban will serve domestic consumers

in the ares and Vallecito will continue to sexrve the irrigation

consumers. The Commission finds that the request for authority




to transfer the 160-acre section, here referxed to, from Vallecito
to Suburban is not adverse to the public interest, and it will be
granted. The proposed agreement will be authorized.

Areas B and C
Requests of Suburban

Suburban's San Jose Hills System is in the vicinity of
La Puente. JIts South Puente System is a separate portion (Exhibit
No. 5) containing approximately 2,200 service commections. By Ap-
plication No. 43578 herein, it seeks authority to extend service to
approximately 740 acres including the 160 acres of Vallecito terri-
tory hereinbefore referred to (Exhibit No. 4). This total area is
bounded on the east by the Rowland County Water District and on the
south by the La Habra Heights Mutual Water Company, each of which has
indicated that it does mot desire to serve the area. Suburban's
South Puente System service area comstitutes the northern boundary
‘and Vallecito's sexvice area the western boundary. Approximatély
85 pexcent of the territory involved (all but the school sites,shop-
ping centex and golf course) is owned by Sunset Intermational Petxo-
leum Corporation (Sunset),and is being,or will be,developed as thé
Sunset Hills Project thereof. There will be a shopping centexr in the
territory. This shopping cemter, which will contain approximately
25 acres, will be in the northwest cormexr at Hacienda Boulevard and

Ealliburton Road. Also, there will be three schools, and a golf

course which will contain approximately 140 acres, and an estimated

1,224 homes in three tracts comprising 622 acrxes of land. These
tracts will be developed in an oxderly fashion starting contiguously
to the southern boundary of the Suburban service area. The initial
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tract will be Tract No. 26505 containing 22 acres split into 72 lots.
Subsequently Tract No. 26147, containing 300 acres split into 950
lots to be developed in 100-lot increments, and Txact No. 26860, con-
taining approximately 202 lots on 160 acxes of land, will be
developed. This latter tract will include the golf course, which
will comprise an additional 140 acres.

The Water Supply

Subuxban has numexrous wells, pumping plants and storage
facilities in its San Jose Hills System. It has a 500,000-gallon
reservoir at an elevation of 530 feet along Halliburton Road approxi-
mately 2,400 feet east of Stimson Avenue (Plant No. 132), the
westerly boundary of the area. Prior to the request for sexvice by
Sunset, applicant had planned to add a 2,5-million-gallon reservoir
at this point. It now plans a 3.5-million-gallon xesexvoix hexe
giving a total of &4 million gallons of stoxage thereat. Its
engineer stated that this additional ome million gallons of storage
together with two othex reservoirs, referred to herein, will be ample
to supply the area. In addition to this storage of 4 million
gallons, applicant plams to install a 1.5-million-gallon resexvoir
at an elevation of 740 feet and a .5-million-gallon reserveir at am
elevation of 1,090 feet (See Exhibit No. 13 for locatioms). At the
530-foot-clevation reservoir applicant will, when needed, install
a S,OOO;galloﬁ-per pinute pumping plant. This pumping plant
is not considered by applicant as part of the facilities
strictly necessary for the Sunset area. At the 1.5-million-
gallon xesexrvoir there will be initially three‘bdosters, narely,

a 250=-gallon-per-minute boostér on a hydropneumatic system for the

domestic comsumers and two 250-gallon-per-minute boosters to deliver
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watex to the .5-million-gallon resexrvoir. There will also be am
in-line booster at the £00-foot level to raise pressure for 30 to
40 customexs at higher elevation. The golf course will secure
water fxom a 16-inch main at the 910-foot level, and will furnish
its own boosters. Suburbar estimates that in order to fully
develop the area it will be required to install 1,240 metered
services, averaging 3/4~inch, 94 fire hydramts, 5,030 feet of
16-inch mains, 2,050 feet of 12-inch mains, 29,030 feet of 8~-inch
mains, 32,150 feet of G-inch mains, and 8,340 feet of 4~inch mains.
Applicant’s witness testified that there is ample water to furnish
service to the area at present, ‘but that additional wells are
plénned to provide an additional supply of 800 gallons per minute,

The funds for this water supply are to be raised from the sale of
bonds,

Rates

Suburban has pending an application for an inerease in
rates (Application No. 43241) which proposes two zomes with a
highexr rate for the upper elevations to compensate for increased
Pumping costs. The record hexein shows that the proposed shopping
center between LaMonde Avenue and Halliburtonm Road east of |
Hacienda Boulevard would be served by the reservoix which is at
approximately a 530-foot elevation and that the area slopes upward

south and east, with the greater portion of the area over 700 feet

in elevation.
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At the Zome B, upper elevation rates, Suburban estimates
that It would realize gross xevenues from this area (Areas B and c,
Exhibit No, 13) of $127,000 pexr year at full development, from which
it would have net revenues of $27I,180 per year for a rate of return |
of 4.2 percent. If Zome A, lower elevation rates, are applied it
would have gross revenues of $106,870 per year at full' development
from which it would have net revenues of $16,530 and a rate of
return of 2.51 pexcent., This is speculative, as it is not known
whethex the zomes as proposed by Suburban willl be authorized noxr
what the Commission's comclusions will be with respect to the
increases sought by Applicatiom No. 43241. Suburban will be

required to assess and collect whatever rates are allowed by its

presently filed tariffs but may apply, subsequently, whatever :
changed rates, if any, are authorized by appropriate tariff £ilings ;'

when the above application is determined.

Financing

Suburban estimates that the following will be required
to enable it to render sexvice to the Sunset Hills Project: |
Qff-site plant:

Additional storage capacity at the
pPlant No, 132 (Halliburton Road) reservoirs
to Increase the capacity from 3-million
gallons to 4emillion gallons (total
cost $110,000) $11,000

Transmission line from this reservoir
to the Sunset Hills Project

5,000
Total cost of offe-site plamnt $16,000
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On~-site plant:

Two reservoir sites - estimated cost $ 12,000
Booster plants 30,000 -
Storage resexrvoirs 96,000
Mains, services and hydrants 440,900
Meters 44,000
Total ceoszt on-site plant $622,900

Total estimated cost of utility
plant to sexve the area $638,900

0f this plant, Suburban requests that the subdividex
be permitted to advance the cost of:
Off-site transmission line $ 5,000
Booster plants 30,000
Mains, services and hydrants 440,900
Total estimated facilities to be
acvanced by the subdivider $475,900
As heretofore stated, Sumset will develop tracts,
ox portions of tracts, in steps, and will request authority
to enter into separate agrecements for cach step of development.
At present it is requesting authority to enter into a
proportionate cost agreecment whexeby, in lieu of cash, Suburban
wiil issue to Sunset presently authorized $10 par value common
stock at $60 pexr share on a dollar-for-dollar basis, as
refunds become due in lieu of cash refunds. Sunset is willing
to retain this stock if issued to it.

The Contract with Sunset

Subuxban requests authority to execute modified forms of
refund agreements with Sumset in accordance with the form set forth
as Exhibit A on the Second Amendment to Applicatiom ilo. 43578.
Initially, Subuzban seeks authority to enter iato such agreement

for plant facilities valued at $150,000 which will enable applicant
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to furnish water to Tract Wo. 26505. These facilities are a portion
of the plant hereinbefore referred to which will cost the subdivider
a total of approximately $475,900. The plan evolved by the developer
ad Subuxban for supplying water to the Sunset project could have
an unjustified, advexse effect om the utllity's ratepayers. However,
2 solution to the refund problem is possible without these adverse
effects. The developers could advance sufficient funds to the utility
to emable It to install the off-site plant for the new areas, such
advance to be refunded with appropriate securities in lleu of cash, on
2 preoportionate cost basis. In addition, the developers could advance
the funds for on-site facilities as required by the utility's main
extension rule, and the utility would be authorized toemeke such
refunds as they become duc with appropriate secwrities,

This solution to the problem would:

1. Avoic the issuance of stock, and inclusion of amounts
in rate base, related to off-site plant in excess of
the proportionate utilization of such plant,
2. Avoid the issucnce of stock, and inclusion of amounts

in rate base, related to on-site facilities in excess

of the cmount of advance which would be refunded undex

the utility's noxmal application of its main extension

rule.

3. Relieve the utility of the mormal obligation to raise
funds for off-site plant and refunds of advances.

Resolutions re Transfer of Plant

Both Vallecito and Suburban have passed and furmished this
Commission with copies of xesolutions pursuant to which, pending
action by this Commission on the application here involved, each
company may install water systems iIn its presently authorizedlservice
a2rea, and if the application is granted and any portion of the are:s
sexved by one company is transfexred to the other company, the trans~
ferring water company will tramsfer the instelled system to thevother.
company upon reccipt of its costs. These resolutions are in conform-

znce with the instructions of the Commission, and are approved.
=11~
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Findings and Conclusions

Upon consideration of the evidence the Commission
finds and concludes as follows:

1. Public convenience and necessity require that
Application No. 43578 be granted as set forth in the ensuing
order.

2, Vallecito and Suburban possess the finamelal resouxces
to construct and operate the proposed water systems.

3« The momey, property or labor to be procured or to be
paid for by the issuance of the stock herein authoxrized, is
reasonably required for the purposes specified and that such
puxposes are not, in whole or in paft, reasonably chargeable
to operating expenses or to income., The authorization herein
granted is not to be construed as a finding of value of applicants’
stock or properties nor as amounts to be Included In any £uture
rate base for determination of just and reasonable rates.

4. The rates which Suburban and Vallecito are authorized
to chaxge are fair and reasonable for the services to-vbe rendered,

5. Suburban's and Vallecito's water supplies and distribu~
tion facilities will provide reasonable sexvices for the proposed

certificated areas and will meet the minimum requirements of

General Oxder No. 103.
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6. Suburbvan should be permitteé to execute a contract with
Sunset, in the revised form outlined herein, for the initial exten-
sion of fac@lities costing not to exceed $150,000 an& to issue Its
common stock to Sunset at $60 mer share in lieu of cash xrefunds as
they become due. Suburban Is placed on notice hereby that in any
future rate proceedings the results of operation in the Sunset Hills
Project area will not be allowed to buxrden the remalnder of Subur-
ban's water systed.

7. I1f any water supply permit is required, Vallecito and
Subuxrban should seccure sald pexrmit within 60 days after the effective
date hereof, and £ile copies thereof with thls Commission within
30 days thereafter,

8. The certificates hereinafter granted shall be subject to
the following provision of law:

That the Commission shall have no power %o authorize
the capitalization of these certificates of public
convenience and necessity or the right to own,
operate, or enjoy such cextificates of public conven=-
ience and necessity in excess of the amount (exclusive
of any tax or amnual charge) actually pald to the
State as the consideration for the Issuance of such
certificates of public convenience and necessity ox
right. ’

9., Onr July 19, 1962, after submission of these matters,
Suburban £iled a petition proying for an orxrder rescinding ordering
paragreph No, 3 of Decision No. 58716, dated July 7, 1959, in Appli- X
cations Nos., 40628 and 40954, and ordering paragraph No. 7 of Deci-
sion No. 63116, dated January 16, 1962, in Application No. 43578,

80 as to permit Suburban to make contiguous extensions without first |
applying for and receiving authorization to do so by appropriate
order of the Commission. No good cause appearing, the Commfssion
finds that sald petition should be denied.

10, The Commission further f£inds and concludes that the appli-~

cation of San Gzbriel Valley Water Company should be denied.
QRDER

Public hearings having been held and based upon the
cvidence therein adduced,

-13-
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IT IS ORDERED that:

1. A certificate of public convenience and necessity is
granted to Suburban Water Systems authorizing it to coustruct and
operate & public utility water system within that area in los Angeles
County, California, containing 740 acres, more or less shown on _ |
Sxhibit No. 13, Arecas B and C thexeof.

2. A certificate of public convenience and necessity is
granted to Vallecito Water Company authorizing it to construct and
opexate a public utility water system for the distribution and sale
of water within that area in Los Angeles County, California, on each
side of Tetley Avenue containing 75 acres, more or less shown on
Exhibit No. 13, Axea A thereof.

3. Vallecito Watex Company is authorized to apply its
presently filed tariffs and, should the Commission subsequently
order, appropriate changed tariffs to the area certificated herein.

4. Suburban Water Systems shall apply its presently filed
tariffs and whatever appropriate tariffs may be authorized pursuant
to pending Application No. 43241, as hexein described, to the area
certificated herein,

5. Vallecito Water Company and Suburbanm Water Systems axe
authorized and directed to revise, within thirty days after the
effective date of this order, and in conformity with Genmeral Order
No. 96-A, such of theixr tariff schedules including tariff service
area maps acceptable to this Commission as are necessary to provide
for the application of the respective present tariff schedules to
the areas cextificated herein. Such tariff sheets shall become
effective upon five days' aotice to the public and to this Commls-

sion after filing as hereinbefore provided.

-4~ /




.

a. 22573, ML - wr/cs e ¢

6. Suburban Water’Systems and Vallecito Water Company shall
cach notify this Commission in writing of the date sexvice is first
rendered to the public under the rates and Tules authorized'hereiﬂ
within ten days thereafter,

7. Doth Suburban Water Systems and Vallecito Water Company
shall determine the accruals for depreciation by dividing the
original cost of the respective depreciable utility plant less
estimated future met salvage and depreciation reserve, by the
estimated remaining life of the plant., Applicants shall each
review the aceruals when major changes In depreciable utility plant
com?osition occur and for ecach plant account at intexrvals of not
more than £ive years. Results of these reviews shall be submitted
to this Commission.

8. DNeither Suburban Vater éystems\nor Vallecito Water Company
shall, without further oxder of this Commission, further extend its
Tespective sexvice area.

9. Suburban Water Systems may cuter into a contract with
Sunset Iatexmational Petroleum.Corporatio?xproviding fox
refends of advances with securities. Refunds for off-site
facilitics shall be on a proportiocnate cost basis, those for
on-site facilities shall be on a percentage-of-revenue basis.
Pursuant thercto and in accordance therewith Suburban w2y issue
not to exceed 2,500 shares of fts common stock at $60 a share to
Sunset International Petroleum Corporation in payment of refunds
as they become due under sald contract,

10, Subuwrban and Vallecito may execute the agreement,
attached to the original Application No. 43578 as Exhibit A,

within thirty days after the effective date of this ordexr. Two
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copies of said executed agreement shall be filed with this
Comnission within thirty days thexeafter.

1l. Suburban Water Systems shall file with this Commission
a report or reports as required by Gemeral Order No. 24-A, which
order insofar as applicable is bereby inade a part of this order.

12. The petition of Suburban Water Systems for am oxder \

rescinding ordering paragraph No. 3 of Decision No. 58716 in
Applications Nos. 40628 and 40954 and oxdering paragraph No. 7 of /
Decision No. 63116 in Application No. 43578 is denied.

13. The application of San Gabriel Valley Water Company is
denied. '

14, The certificates and authority herein granted to
Suburbaz Water Systems and Vallecito Tratexr Company under the
rates and rules authorized hexein will expire if not exercised
within one year after the effective date of this order, |

The effective date of this order shall be twenty days
after the date hereof.

Dated at San Franciseo , California, this

j/ﬁ/z day of

Comissioners
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I have joined in the foregoing opinion and order, since the
action here taken coincides generally with Decision No. 63490 in Appli-
cation No. 40977. I express no opinion concerning similax use of.
securities in other cases. The-main extension rule of all water utili-
ties in California is currently being considered by the Commission in a ..

pending general investigation (Case No. 5501).




