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Application of LESSER WATER COMPANY
for authority to issue stock; request
for ex parte.

%
Application of LESSER WATER COMPANY to g
)

extend service to contiguous texxitory,
to expand water system, authority to
issue stock: request for ex parte. )

In the Matter of the Application of
VILLAGE WATER COMPANY for an order
granting a certificate of public con-
venience and necessity to comstruct
and extend its plant and system to
render watexr service to Rumning Springs
Ranch, Conejo Valley, Ventura County.
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In the Matter of the Application of
VILLAGE WATER COMPANY for an order
granting to it a certificate of public
convenience and necessity to construct
or extend its plant and system for the
rendexing of public utility water
sexvice, for an oxder granting a
certificate declaring that public con-
venience and necessity require the
exercise of xights and privileges
obtained undexr a franchise from the
County of Ventura and establishing
water rates in the territory for which
certificates of public convenience and
necessity are issued.
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In the Matter of the Application of
LESSER WATER COMPANY for authority to
extend its wster system in the Newbury
Park area of Ventura County, Cali-
fornia, in the vicinity of North
Potrexo Road and Boxrchard Road and in
various adjoining or neighboring areas,
for a certificate of public convenience
and necessity therefor, and for
authority to issue stock.
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Application No, 44978
(Filed November 27, 1962)

Application No. 44989
(Filed November 30, 1962)

Ag{lication No. 45146
(Filed January 29, 1963)

Application No., 45225
(Filed Maxch 7, 1963)
(Amended Maxch 22, 1963)

Application No, 45421
(Filed May 9, 1963)

Gibson, Dunn & Crutcher, by Max Eddy Utt, for

Lessexr Watexr Company.

0'Melveny & Myers, by Donn B. Miller, for

Village Water Company.

Elinore Charles, A. L. Gieleghem, and

Chester O. Newman, for tnec Commission staff.,
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OPINION

Public hearings on the above-consolidated applications were
held in Los Angeles before Examinexr Rogers on June 18, 19, 20, and
21, and July 26, 1963. On the latter date the applications were
submitted subject to the receipt of late-filed exhibits., These
exhibits have been filed, and the matters are ready for decision.

On the fifth day of hearings, the applicants, Lesser Water
Company (Lesser) and Village Water Company (Village), entered into a
stipulation, read into the record, which settled the territorial
disputes between them, subject to the Commission's approval.

Lesser Water Company, A, 44978

By the above application, Lesser seeks authority to issue
1,764% shares of its $100 per share par value common stock at par for
cash in the total amount of $176,450 to its paxent coxporation,
Louis Lessexr Enterprises, Inc. The cash would be used to refund to
the parent corporation the costs of mains, meters, and related
facilities in Tracts Nos. 1114, 1116-1, and 1116-2 presently served
by Lesser pursuant to authority from this Commission. Refunds would
be made to the subdivider pursuant to the proportionate cost method,
which was an optional refund method permitted by applicant's main
extension rule in effect at the time the main extensions were
installed.

The staff engineer testified that Lesser has overstated
the amount of the main extension advances by inclusion of $25,500
representing the cost of meters, a cost which is not includable in
construction advances. The evidence shows the staff engineer's
testimony to be correct. He further stated that Lesser had

previously been suthorized to issue stock to cover the cost of these
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meters in Decision No, 61072 in Application No., 42597 and Decision
No. 63849 in Application No. 43900. These decisions certificated
Lesser to serve the aforementioned tracts, Applicant states that
two of the tracts are fully occupied and that the third would be
occupied within four weeks,

The engineer also questioned the length of cextain mains
which were installed in the threce tracts by companies owned by the
parent corporation. The original estimates for mains and related
facilities, excluding meters, wexre $35,000 for Tract No, 1114
(Exhibit 5-4); $71,000 foxr Tract No. 1l16-1 (Exhibit 5-B); and
$63,800 for Tract No. 1116-2 (Exhibit 5-C). The actual final costs
after installation, excluding meters, for Txacts Nos. 1lll4 and
1116-1 were, respectively, $28,562 and $52,764. While £inal costs
have not been determined for Tract No. 1116-2, the evidence
indlcates that, when metexrs arxe excluded and known £inal costs used,
$130,000 is a close approximation of the bona fide main extension
costs incurred in sexving the three tracts. The order herein will
authorize Lesser to issuve stock in that amoumnt,

Village Water Company, 4. 45146

Pursuant to stipulation of the applicants, Application
No. 45146 will be dismissed.
Lesser Water Company, A. 44989

By this application, Lesser seeks authority: (1) to
furnish domestic water to an area of approximately 283 acxes knowm
as Running Springs Ranch (Ranch) and owned by its parent corpo-
ration; and (2) to Issue 8,472 shares of stock to the parent
corporation to pay for the backup and distribution systems in the

tract.
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It is plammed to use 15 acxres of Ranch for commercial

installations, 63 acres for industrial sites, 72 acres for apart-

ments, 13 acres for a school, and the balance of the area for

single-family residences. Lesser estimates that the water require-
ment upon completion of the Ranch development would be equivalent
to that of 1,578 residences,

The water supply proposed for Ranch would come from four
existing wells on the property, purported by Lesser to produce
228 gallons of watexr per minute., This would be supplemented by
water trxansmitted from the existing certificated area. Lesser
proposes to drill other wells on this property. Lesser estimates
that, by February 1964, this water supply will be supplemented by
water from the Calleguas Municipal Water District (Distxict).
Lesser proposes to install two 420,000-gzallon storage‘tanks on the
west edge of Ranch,

Lesser's total existing watex supply, prior to
availability of water from the District, was originally purported
to be 1,153 gallons per minute, or 1,660,300 gallons per day
(Exhibit D attached to the application), However, its late-filed
Exhibit 34 shows that Lesser's total existing water supply is more
nearly 533 gallons per minute, oxr 767,500 galloms per day.

Lesser's engineer testified that the minimum water supply
to meet the reéuirements of the County of Ventura for the existing
cextificated area plus the Ranch area would be 1,475,300 gallons
per day, as shown in said Exhibit D, Under the method used in that
exhibit, the minimum supply required by the County of Ventura for
Lesser’s existing certificated area alome would be 743,800 gallons

per day.
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The staff's engineer showed that the estimated peak-day
requirement in the year 1964 would be 1,405,000 gallons per day for
the existing certificated area plus the Ranch area; and 1,041,000
gallons per day for the existing certificated srea alone
Exbibit 29).

Exhibit 41 shows that Lesser's existing watexr supply is

adequate for meeting only its current water requirements.

Lesser has a permanent water cupply permit for the area.
It also has a Ventura County franchise which it has been authorized
by this Commission to exexrcise,

Lesser prososes to place its presently authorized rates
in effect in this axea.

Lesser proposes to deviate from its filed maln extension
rule by xefunding the costs of the additioms to its distribution
system undex the proportionate cost methed. In this conmectiom
Lesser requests authority to issue 5,200 shares of its $100 par
value common stock in exchange for cash tc pay for the distribution
system, It also proposes to issue 3,272 shares for cash for backup

facilities, All shares would be issued to the psrent corpoxration.

Lesser Water Company. A; 45421

By this application, Lessexr originally sought authority to
furnish domestic water to five parcels of land containing a totel
of sppreximately 1,472 acres in Ventura County. It has withdrawn
its request for suthority to serve approximesely 1,207 of these
acres, leaving approximately 265 acres that it sacks to serve.
In addition, it seeks sutherity to issue 3,500 shares of stock to
its parent corpoxation for funds for backup facilities. This
request to issue stock was not modified to reflect the reduction

in the requested cervice area.
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The final area requested consists of approximately the
northwest ome half of Parcel 2 and all of Parcels 4 and 5 on
Exhibit A",

There is onme tract in Parcel 2 containing approximately
1,000 lots on which construction is to be commenced in 1963.

Parcel &4 contains approximately 50 acres and is
approximately 500 feet east of the east line of Lesser's existing
service area. It is adjacent to Lesser's 12-inch transmission line
and will contain the eéuivalent of approximately 150 residential
units,

Parcel 5 contains two acres of land and is surrounded on
the west, north and east by Parcel 4. It is to be developed
residentially and will contain the equivalent of approximately six
customersa

The water supply would be from Lesser's present sources
supplcmented with water from the District expected in February 1964.
The present watexr supply is adequate only to meet the water supply
requirements of its existing area.

Lessex proposes to place its presently authorized rates
in effect in these areas.

Lesser proposes to install the backup facilities at its
own expense, It estimates that $350,000 would be required to in-
stall the necessary backup facilities, including meters, for the
entire Potrero area. It proposes to secure such funds by issuing
stock to its parent corxporation., Imasmuch as the proposed sexvice
area has been greatly reduced, the amount of stock requested to be
issued would be in excess of that reéuired to finance the necessary

focilities., Lesser intends to follow the provisions of its present
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main extension rule for in-tract facilities within this area., The
subdivider of this area is not affiliated with lesser.

Village Water Company, A, 45225

| By this application, as filed, Village originally
requested: (1) a cerxtificate of puﬁlic convenience and necessity to
extend its watex system to an arca contailning 1,430 acres divided
for descriptive purposes into Paxcels 30 through 36, inclusive, and
referred to as its additionmal Concjo areas, and to five parcels
noncontiguous to its present areas and referred to as the Potrero
areas, containing 1,472 acres divided into Parcels 25 through 29;
(2) authority to exexcise rights umder its franchise from the County
of Ventura; (3) continuation of the customer limitation imposed upon
it by Decision No. 62583; and (4) authority to apply its existing
rates within the reéuested arca.

The parties stipulated that approximately 265 acres of the
Potrero areas could be served by Lessex, and Village withdrew its
re§uest to serve such acreage. This is the aforementiomed 265 acres
which Lessexr seeks authority to serve under Application No. 45421,
as revised,

As shown by Exhibit "A", Village's existing service area
is divided into numerous parcels in and around the so-called Comejo
area, It alleges that the request herein ls necessitated by the
growth and development occurring iIin both the Potrero and Conejo
areas. The Janss Corporation, an affiliate of Village, either
controls or participates in the control of the majoxity of the
areas herein sought to be served, and there are immediate and
definite plans for the sale of various types of residential and
commercial property in all of the areas to which the application

relates,
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The water supply for the additional Conejo areas and the
Potrero areas would come from the existing 13 wells, supplemented
during periods of heavy demand by water from six new wells and a
total storage of approximately 7,000,000 gallons. Village's witness
estimates that, by February 1964, this water supply would be supple-
mented by water from the District.

Village's existing water supply, prior to xeceipt of
water from the District, is shown by applicant'’s engineering report
Exhibit 24, Table 4) to be 3,855 gallons per minute., However,
Village's engineer testified that subseéuent review of the well
capacities determined that the 13 wells shown in Table 4, excluding
wells 23 and 24, had a total capacity of only 1,615 gallons per
ninute, but that Village had subseduently drilled six new wells
having a coubined capacity of 1,820 gallons per minute., Of this
capacity, 435 gallons per minute will be available through the
sumner season from wells that are currently equipped. The total
capacity available from all these wells, assuming that approximately
200 gallons per minute will be provided to Conejo Valley Water
Company, is 3,235 gallons per minute or 4,660,000 gallons per day.

Village's engineer shows the estimated average demand

during the peak day in 1963 to be 3 ,OQG gaﬂons pey mi.'{\“té (Ekhihit
24, Table 10) or 4,350,000 gallons per day. Howevex, he testified

that a portion of this demand is for suxplus water for comstruction
purposes, resale service to Conejo Valley Water Company and service
to a golf course, and that the firm peak requirements for 1963 are
1,300 gallons pexr minutg or 1,870,000 gallons per day. On this
basis, the f£irm peak requirements for 1964 (Exhibit 24, Table 10)
would be 2,490 gallons per minute ox 3,590,000 gallons per day.
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The staff's engineer showed that the estimated peak
requirement in 1964 would be 3,554,000 gallons per day (Exhibit 42),

Village intends to follow the provisions of its currently
filed main extension rule in extending in-tract facilities within
these areas. Corporate funds necessary to provide the backup
facilities for the proposed service would be made available to
Village by an affiliated coxporation.

Village holds a permanent water supply permit from the
State Department of Public Health and a franchise from the County
of Ventura, which it was authorized to exercise by this Commission
in Decision No, 63434, dated Maxch 20, 1962, in App}ication No.
42911, for it least a portion of the area herein requested, It
alleges it will seek and secure any necessary permits not held by
itc.

The staff financial witness stated that:

(a) Village is presently soundly financed with a well-
balzaced capltalization capable of absorbing some additional
growth financed by additional debt and advances.

(b) The pro forma capitalization resulting from
projections and assumptions used in Village's report is not
sound or appropriate for this new and growing water utility,
containing excessive debt and advances and insufficient
equity capital.

(¢) Projectionms of depreciated plant and advances for
construction regsonably indicate that proposed financing of
in-tract facilities in the axeas proposed by means of main
extension agreements will not cause advances to exceed the
limitation imposed by the presently effective main exten-

sion rule.
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(d) Future financing of capital expenditures proposed
should rely less upon debt and attempt should be made to
develop and maintain a capitalization containing at least
40% equity capital. It follows that debt and advances
for comstruction, combined, should be held to no moxe than
607 of total capitalizationm. |

(¢) Projected operating results and cash flow
indicate ample coverage for fixed charges and refunds on
advances, It is questionable, however, whether such
coverage would be sufficient for normal refunding of debt
now outstanding and proposed to be issuved., For this
reason as well, additional equity capital in lieu of
proposed financing wholly by debt is recommended,

Findings
Upon consideration of the evidence in connection with the

requests of lesser Wa;er Company, the Commission finds as follows:

1. Lesser's request in Application No. 44978 to make pro-
portionate cost refunds to its affiliate in commection with main
extensions within Tracts Nos. 1114, 1116-1 and 1116-2 is justified
by the fact that the main extensions involved were made while its
prior rule was in effect. The issuance of 1,300 shares of capital
stock for $130,000 in cash is reasonably required for purposes of
refunding the cost of such main extensions and that such purposes
are not, in whole or in paxt, xeasonably chargeable to operating

expenses or to income.

2, Demands for water service are developing within the
areas for which lesser has requested a cextificate of public

convenience and necessity.




A. 44978, et al. sd *

3. Public convenience and necessity require that Applications
Nos. 44989 and 45421 be granted as set forth in the ensuing order.

4. The issuance of 3,272 shares of capital stock for $327,200
in cash is reasonably required for the purpose of defraying the cost
of financing backup facilities in the area for which Lesser seecks
certification in Application No. 44989 ahd that such purpose 1is not,
in whole or in part, reasonably chargeable to operating expenses or

to Iincome. The request to deviate from the extension rule and issue

5,200 shares of its capital stock in connection therewith is contrary
to the public interest. e

5. Lesser possesses the necessary financial resources to
construct and operate the proposed water system.

6. Lesser's rates on file with this Commission are fair and t,//f
reasonable for the service to be rendered in the areas certificated
herein.

7. The xatio of outstanding advance contract balances to
depreciated plant should be reduced. Lesser‘s existing wmain exten-
sion rule has provisions for the tefmination of wmain extension
contracts. These provisions could be employed to reduce this ratio.

8. Lesser's existing water supply 1is not adequate to provide
for the incrcased water demands that would result from the requested.
extension of applicant's certificated area.

9. Additional water supply is scheduled to be available
from Calleguas Municipal Water District by February 1964.

10. Extension of Lesser's water service, prior to obtaining
supplemental water supply, would endanger the water supply to
Lesser's present customers.

1l. The recoxd in this proceeding does not contain a basis
for determining the specific amount of common stock which Lessex

should be authorized to issue to finance necessary backup plant for

-11-
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sexrving the reduced area for which Lesser now seeks certification
in Application No. &45421. However, the order herein should agthorize —
the issue of common stock in an amount not to exceed $100,000 to
covex the actual cost of backup facilities actually installed in
such reduced axea.

Upon consideration of the evidence in conmection with the
requests of Village Water Company, the Commission £inds:

l. The staff recommendation that Village should restrict its
debt and advances for construction to a total of not to exceed
60 percent of capitalization is recasomable and should be adopted.

2, Village's existing water supply is ample to provide for
thg increased water demands that would result in 1964 from the
requested extension of Village's certificated area but would not
provide for the increased water demands thereafter.

3. Additional water supply is scheduled to be available from
Calleguas Municipal Water District by February 1964,

4o Extension of Village's water sexvice, prior to obtaining
a supplemental water supply, would not endanger the water supply to
applicant’s existing customers, provided the customer limitation
imposed by Decision No, 62583 is continued,

5. Demands for water service are developing within the area
fox which Village has requested a certificate of public convenience
and necessity to extend facilities,

6. Public convenience and necessity requixe that Application
No. 43225 be granted as set forth in the ensuing order.

7. Public convenience and necessity require that a certifi-

cate to exercise the franchise awarded to Village by Ventura County

rdinance No. 1il8 be granted for the area certificated herein,
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S« Village possesses the necessary financial resources to

comnstruct and opexate the proposed water system.
9. Village's rates on file with this Commission are falr and
reasonable for the services to be rendered.

Conclusions

From the foregoing findings in commection with the requests
of Lesser Water Company, it is concluded that:

(1) Lessex's reéuest to make proportionate cost refunds in
connection with Tracts Nos. 1114, 1116-1 and 1116-2 should be
authoxized,

(2) The xequest to issue stock to provide money for propor-
tionate cost refunds in Tracts Nos. 1114, 1116-1 and 1116-2 should
be gramted,

(3) Lesser's request for a certificate of public convenience
anc necessity to extend its water sexvice to the Running Springs
Ranch, the N.W. 1/2 of Paxcel 2, Parcel 4 and Parcel 5 should be
granted subject to such certificate being made effective by further
order of this Commission following a showing by Lesser in a supple-
mental application that it has developed an additional water supply
sufficient to sexve the additional areas.

(4) Upon the further oxder of the Commission making said
certificate effective, Lesser should be authorized:

a. To apply its existing rates te the additional
service areas certificated herein,

b. To issue 3,272 shares of its caﬁital stock for
$327,200 in cash to finance backup facilities
authorized in connectlon with Application No, 44989,
(5) Lesser's request in Application No. 44989 to deviate from
its main extension rule by proportionmate cost refunding of in-tract
facilities, and to issue 5,200 shares of its capital stock in

connection therewith, should be denied.
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(6) Lesser should continue to be restricted from extending
its water service until it has made said showing as to additional
water supply and the Commission has issued its supplemental order.

(7) Lesser's request to issue stock for backup facilities in
the additional areas requested by it in Application No. 45421 should
be granted in part, such authorization to be limited to common stock
in an amount not to exceed $100,000 to cover the actual cost of
such backup facilities actually installed.

From the foregoing findings in connection with the requests
of Village Watexr Company, it is concluded that:

(1) Village's request for a certificate of public convenience
and necessity should be granted to the extent and in the manner set
forth in the ensuing orxder.

(2) The customer limitation imposed by Decision No. 62583
should be continued.

(3) Village should be authorized to apply its existing rates
for service in the areas herein certificated to it.

(4) Village should be restricted, as set forth in the ensuing
order, as to its debt and advances for comnstruction it has ;,/’//
outstanding.

The certificates hereinafter granted shall be subject to

the following provisions of law:

1. The Commission shall have no power to authorize
the capitalization of the franchises involved
herein or these certificates of public conven-
ience and necessity or the rights to own,
operate ox enjoy such franchises or certificates
of public convenience and necessity in excess
of the amount (exclusive of any tax or annual
charge) actually paid to the State or to a
political subdivision thereof as the considera-
tion for the grant of such franchises, certi-

ficates of public convenience and necessity or
rights.,
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2. The franchises involved herein shall never be
glven any value before any court or other
public authority in any proceeding of any
character in excess of the cost to the grantee
of the necessary publication and any other sum
paid by it to the county therefor at the time
of the acquisition thereof.

IT IS ORDERED that:

1. A certificate of public convenience and mecessity is

granted to Lesser Watexr Company authorizing it to extend its sexrvice
area and public utility water system to provide service to those
areas described on pages 1, 2 and 3 of Late-Filed Exhibit No. 33;
and Axeas &4 and 5, as described on pages ¢ and 7 of Exhibit B
attached to Application No, 45421; and the area referred to in
Exhibit B attached to Application No. 44989. This certificate
shall not become effective, and Lesser shall not file tariffs for
service in these areas, without a further order of this Commission,
following a showing by Lesser in a supplemen;al application that it
has developed an additional water supply sufficient to sexrve such
areas.

2. Lesser Water Company shall not extend its distribution
system or water service outside its certificated service area and
shall not supply construction water for use outside its certificated
sexvice area without first having secured authority therefor by
further oxder of the Commission.

3. Lesser Water Company may issue not to exceed 1,300 shares
of its $100 par value common stock to Louis Lesser Enterprises, Inc.,
on ox before December 31, 1963, at not less than par value for the

purposes specified in the opinion herein,
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4, Upon the further order of this Commission making effective
the certificate granted in paragraph 1 of this order, Lesser is
authorized to issue 3,272 shares of its common capital stock for
$327,200 in cash to finaace backup facilities authorized in
connection with Application No. 44989, and common stock in an amount
not to exceed $100,000 par value to cover the actual cost of backup
facilities required to be imstalled in the reduced area for which
certification is now sought in Application No. 45421. The request

to deviate from the extension rule and issue 5,200 shares of its

capital stock is denied. “"///;

5. Village Watexr Company's Application No. 45146 is dismissed.

5. A certificate of public convenience and necessity is
granted to Village Water Company authorizing it to extend its
service area and public utility water system to provide service to
those areas described on pages 4 and 5 of Late-Filed Exhibit No. 33
and areas 28 through 36, inclusive, as described on pages 3, 4 and 5
of Exhibit B, attached to Application No. 43225.

7. Village Water Company shall not extend its distribution
system or water service outside its certificated area without first
having secured authority therefor by further order of the Commission.

8. Village Water Company shall not serve more than 1,850
customer equivalents, based on an average of 2,000 cubic feet per
month per customer equivalent, before obtaining a supplemental water
supply, and shall submit monthly reports to the Commission showing
the numbexr of customer ecquivalents as of the end of each month and
the quantity of water delivered for all purposes for each month. The
first such report shall be submitted within thirty days after the
effective date of this order and these reports shall be f£iled until
further order of this Commission.

9. A certificate of public convenience and necessity is
granted to Village Water Company to exercise the rights and
privileges granted by the County of Ventura by Ordinance No. 1118

in the area certificated herein.
-16-
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10, Village Water Company is authorxized to apply its
presently filed tariffs to the areas certificated herein,

1l. Villagze Watex Company Is authorized and difected to
revise, within thirty days after the effectlive date of this oxder,
and in conformity with General Oxder No. 96-A, such of its tariff
sheets, including tariff service arcea maps as are necessary to
provide for the application of its tariff schedules to the areas
certificated herein. Such tariff sheets shall become effective

upon five days' notice to the public and to the Commission after

£filing as hereincbove provided,

12, Village Water Company shall refund advances and texminsate
refund agreements, in accordance with its filed main extension
rule, and limit acceptance of new advances and debt financing,
so that, at no time, will the combined debt and liability under
advaaces exceed 60 percent of total capitalization.

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

Dated at San Francisco , California, this
2974 day of OCTOBER




