Decision No._ '7?D38S | 0 RE GH MA{-

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Application of San Gabriel Valley
Water Company for a certificate of
public convenience and necessity

to fuxnish water service to Tract
No. 29956, located in unincorporated
texritory in Los Angeles County.

Application No. 50649
(Filed October 23, 19638)

In the mattexr of the application

of Suburban Watexr Systems, a .
California coxporation, for a cex-
tificate of public convenience and
necessity to extend its water
System operation to Tract No. 29956,
Los Angeles County.

Application No. 50682
(Filed November 13, 196%)
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Brobeck, Phleger & Rarrisom, by
Robert N. Lowry and J. E. Skeiton,
£ox San Gabriel Valley Water
Company, applicant in A. 50649 azd
protestant in A. 50682.

Arthur D. Guy, Jr., and Wallkex Fommon,
Loz Suburban Water System:, cp-iicant
in A. 50682 and protestant in 4. 50€49.

E. C. Crawford, L. M. VanZaadt znd

asamir Strelinski, Zox =he Commicsien
statt.

San Gabriel Valley Water Company {Sen Gabriel) secks a

certificete of public convenience and necessily <o frrnish water

cervice to Tract No. 29956 located in unincorporated sexzitory in}

Los Angeles County. (See Map, Appendix A.) Subuzban Watexr Systems
(Stcburban) seecks authoxity to serve the some tract. Zach compIOY

protests the application of the other.
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N The applications were consolidated for hearing and public
hearings were held on December 16 and 17, 1968 at Los Angeles befoxe
Examiner Robext Barnett.

San Gabriel's Evidence

San Gabriel's vice president testified to the following:
Noxthwest Whittiex Properties, the coumpany that is developing the
entire 178 acres of Tract No. 29956, requested San Gabriel to pro-
vide public utility water sexvice to the tract. The tract is
located approximately 3,000 feet south of San Gabriel's El Monte
division, and will be part of said division if San Gabriel's
application is granted. Southerly of the tract is hilly, uninhabited
texxitoxy not served by ox certificated to any water company;
westerly is Rose Hills Memorial Park, which provides its own water;
northerly is a tract sexrved by the Beverly Acres Mutual Watex
Company; and easterly is the Stoody Estate, which also is not served
by or certificated to any water company. At the porthwest corner
of Tract No. 29956, and physicelly contiguous thexeto, Suburban
s2rves ome customer, Grandview Sanitarium.

The E1 Monte division of San Gabriel presently sexrves ovex
25,000 customers and has a capacity o£A70 nillion gallons of watex
daily. No additiomal capacity will be required to provide se;vice
to the tract. San Gabriel proposes to serve the tract by extending
its 17-inch water main on Capitol Avenue approximately 5,900 feet to
a 1-1/2 million gallor reservoir (the lower reservoir) to-be con-
structed at the tract; 4,200 feet of this extensionm will be outside
of the tract. The standard of comstruction of the extension, and
system water pressure, will be within the limits prescribed by this
Cormission's General Order No. 103, Rules Governing Water Service

Including Minimum Standards For Design and Comstruction.
. , o
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From the lower resexvoir water will be pumped by two
75-horsepowexr boosters to a middle reservoir (elevatiom 625 feet)
whose two 50-horsepower boosters will pump watexr to ao uppex
resexvoir (elevation 725 feet).

Estimated costs of facllities to be advanced by the

developer axe:

Lead-in main $ 84,000
Reservoirs (middle & upper) 95,000
Booster statioms 71,000
In~tract mains 149,400
Sexrvices, & fire hydrants 65,300

Total $ 464,700

San Gabriel will pay for the cost of the lowex reservoir
(estimated to be $105,000) and watex meters (estimated to be
$25,000). San Gabriel has sufficient capital to cover these costs.
All land for resexrvoixs and booster stations will be donated by the
developer.

San Gabriel will apply the rates currently in effect in
its El Monte division, which rates were suthorized September 11,

1/
1968.

In the area certificated to San Gabriel that is showm on
the map attached hereto 25 Appendix A, San Gabriel serves five or
six industrial comcerns, a Los Angeles County equestrian arxea, and
the Rio Hondo Junior College. The c¢ollege obtains water from the
same l17-inch main that will sexve the tract. However, the college
is served from a reservoir located on the campus which supplies all
of its daily rzequirements. The reservoir is zefilled at night, ox.

when the water drops to a certain level.

1/
T A comparison of San Gabriel's rates with Suburban's is set out
on 3heet 11 of this opinion.

-3~
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The lower resexrvoir on Tract No. 29956 will xeinforce

water service along the emtirxe 17-inch main from which is sexved,

in addition to the aforcmentioned customers, some 400 customers
who are located in an axea northerly beyond the area shown on the
attached map. In effect, the lower reserveir will provide a new
source of water supply to customers glready being sexrved, as will
the middle and uppex resexvoirs. For this xeasom San Gabriel will
absoxb the entire cost of the lower xeservolr. San Gabriel zlso
interconnects with the Rose Eills water system, elthough this
conzection is for emergency purposes only and has never been used.
An axchitect employed by the developer testified as follows:
Tract No. 29956 will consist of gpproximately 470 single family
dwellings plus ome school. The tract is expected to be totally
developed within f£ive years. iand development is to start in
January of 1969 and lots will be offered for sale approximately
April 1, 1969. Both San Gabriel and Suburban submitted estimates
on the cost of providing water service to the tract. Subu:ban's
estimate was much lower than San Gabriel's, which caused the
developer to doubt the accuracy of Suburban's estimaze.g/ Consg-
quently, engineexs employed by the developer prepared their own
estimate whicih essentially consisted of revising Suburban's estimate
upwards based on h;gher unit cogts. After this Tevisiom, the de~

veloper compared the two estimates and concluded that they were

2/ .
Tne estimate of a water company is in mo way binding on the weter
company. The company's £iled mzin extension rle provides
that zny advances made by a subdivider based upon estimates
are subject £oO being adjusted to actual costs.

A
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So close that othexr factors would be used to pick & water supplier.
These other factors were low water rates to the consumer (which
would facilitate the sale of lots) and ease of cooperation between
the developer and the water company. Because San Gabriel's rates
were lower than Suburbam's, and because the developer felt that it
would be able to work more easily with San Gabriel, thus insuring
early development of the tract, it chose San Gabriel.

An engineexr employed by a firm retained by the developer
testified that his firm did the engineexing Zox the tract. Pursusnt
to that assignment he was asked to evaluate the estimetes submitted
by San Gabxiel and Suburban. On Octobex 23, 1968, he submitted his
evaluation to the developer. The original estimate of developer's
¢cost by San Gabriel was $475,000; Yy Suburben $390,000. Based upon
bis experience of comparable costs, he decided that Suburban's
estimate of on~site costs was approximately $50,000 too low, and he
adjucted Suburban's estimate accordingly. He deterwined that
San Gabriel's estimate was high, mainly in the estimate of om-site
main and sexvices cost. With other adjuStmgnts (primarily eliminating
from Suburban's estimate the $20,000 cost of a temporary reservoir)

his revised estimate of developer's costs was Suburban $424,840;
San Gabriel $443,380.

In his original comparison he imcluded as part of Suburban's

estizate the sum of $151,500- which reflected the cost of two resex-
voirs ($115,500) and off-site mains ($36,000). ZLazer, Suburbza
informed the developer that this $15%,500 would not be part of tke

developer's advance but would be 2ssumed by Suburban.

-5~
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SuBurban's Evidence

The treasurer of Suburban testified that Suburban expects
to invest $165,000 of its own money in water fecilities to serve
Tract No. 29956 in addition to money to be advanced by the developer.
Oa November L, 1968 Suburban obtained $2.7 million from g condemnation
awerd which has been deposited with a trustee for the utility’s bond-
holders, that‘cﬁn be used to Iimprove its system. In the witness's
opinion, Suburban can invest the $165,000 without Impairing its
financial standing.

Thé executive vice president of Suburbsa testified as
follows: His company wishes to serve Tract No. 29956 and proposes
to construct a wﬁter system to provide such cervice at g total cost
of $409,500. Presently Suburban serves four customers in the area
(seec Mop, Appendix A) one of which, Grandview Sanitarium, is
contiguous to the tract. Two of these Zour customers (Grandview
Sanitariun and ML{ll School) are sexved from a six-inch main along
Workman Mill Road. The new tract would be served by g 1é6~inch main
extended from the 36~inch transmission magin at a point on Pioneer
Boulevard shown on the northwest portion of the msp. The 36~inch
main 1s not contiguous te the tract. The distance from the con-
nection of the 36~{nch main with the l6~inch main to the tract is
cpproximately 2,450 feet. Two rescrvoirs (one millicn gellon f
capacity each)lgdch adequate booster pumps will be built on the
tract at different levels. The l6-inch mein will parellel the six-
inch main and, throﬁgh ar intercomnection, will provide backup
facilities to the two customers on the six-inch main. Scowzrben has
an adequate watexr supply teo serxve the tract. Tae wates £or sexvice
would be those presently suthorized in this ares. Suburban's esti-

mate of $409,50) to provide water service should be within 5 percent

-fH=
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of actual cost; also, the unit costs used by Suburban in its estimate
are reasonable. Suburben proposes to absorb the cost of constructing
the off-site main (2,450 feet) and the two resexvoirs because these
facilities will be used to improve service on other parts of its

system and provide backup for service to the Mill School and

Crandview Sanitarium.

Discussion

This case is another in a long series of controversies
between San Gabriel and Suburban concerning fervice to new Customers
in the Whittier area. In Decision No. 52574 dated February 7, 1956
in Application No. 37435, a dispute over sexvice ir this axea, we
certificated Suburban to serve ome custorer (Skephcrd Machinery
Company) in texxitoxy previously certificated to Szn Gabriel. In
Dacision No. 67599 dated July 28, 1964 in Applicazion No. 46232, we
cextificated San Gabriel to serve the Rio Hondo Jaziox College over

the protcst of Suburban which also applied to sexve the college.

In Decdsion No. 67599 we recognized that Suburban was s@zving

Crandview Sanitarium and Mill School in the vicinity of the college,
but we found that "it would not be in the public interest to es~
tablish an 1sland water system operation in Son Gabriel's logical
operating terxitory." Tract No. 29956 is approxizately 3,000 feet
south of San Gabriel's éertificated area and is in effect an island
Surrounded by Rose Hills Memoxial Park which operates its own water
System. The tract will not be contiguous to either company 's watex
System no matter which company is granred a certificate to sexve,
although the tract is physically comtiguous to the property of
Crandview Sanitarium, Suburban’s customer.
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By Decision No. 58716 dated July 7, 1959 im Applicationm
No. 40628, this Commission prohibited Suburban from extending its
system without Commission aguthorization. Suburban argues thaﬁ if
it were not for this restriction it could serve the tract pursuant
to authority granted by Public Utilities Code section 1001 which
permits extensions of service without Commission autborization
"into texritory . . . contiguous to its . . . line, plant, or system
and not thexetofore served by a public utility . . .” Suburban
asserts that the restriction was imposed because of inadequate
financing, that financing is mow adequate and, therefore, because
the reason for the restriction is not applicable to this extension,
Suburban should have the xright to extend its system as though the
restriction were not in effect. Suburban expects too much from this
argument. Even if the restriction wexe not in effect the Commission
could authoxize Sam Gabriel to serve the tract. And, even though
the tract is physically contiguous to ome customer of Suburbamn's,
such physical contiguity does not, because of that fact, necessarily

bring Suburban within the ambit of section 1001. In Kern County

Land Company v. Railroad Commission (1934) 2 Cal 24 29, 35, the
.Supreme Court said, ". . . the question whether two areas are
contiguous is not always to be determined by the physical facts of
contiguity. That is, in & proper case, although the lands are

physically contiguous, nevertheless the spirit, purpose and objects

to be attained by the regulation in respect thereof may be violated

to such an extent as to comstitute the extension a violation of the

requirement that the territory aust be contiguous.” Not ¢mly is
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Tract No. 29956 contiguous to only one customer of Suburban, and
saild customer is not contiguous to any other part of Suburban's
system, but no part of the watexr system sexrving this customer will
be extended to serve Tract No. 29956. Sexrvice to the tract is
proposed to come from a mew main to be comstructed for a distance
of approximately 2,450 feet starting at Piomeer Boulevard to the
northwest. In the light of these considerations the fact that
Suburban sexves one customer whose property is physically contiguous
to Tract No. 29956 is an element to be weighed in determining which
company should be cexrtificated to sexve the tract; it is not
determinative.

Among the factors to be considered when detexmining which
of two competing utilitfes should be permitted to serve a mew area
axe: 1) finemcial soundoess and managerial ability of the utility,
2) adequacy of water supply, 3) adequacy end cost of new system,

4) utilization of new system in providing additional facilities for
existing system, 5) proximity of new axeca to the logical operating
terxritory of the u:ilicy, 6) level of rates to be charged new
customexrs, and 7) the preference of the developer.

Both San Gabriel amnd Suburban are financially able to pro-
vide the requested service, have gble management, adequate water
supplies, and can provide the required service without izpairing their
ability to serve existing qus:omérs.' The desigr of each system is

adequate to provide service to 'the tract in gccordance with Genexal
Order No. 103. |
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The cost of construct;ng the proposed systems, as estimated
by each utility is:
Suburban San Gabriel
Developer 's Costs $244,500 $464,700
Utilities' Costs 165,000 130,000
Total $409,500 $594,700
0f the developer's costs Suburban estimates that $86,Soo.wou1d be

subject to refund in accordance with the terms of its filed main
extension contract for special facilities, and the balance of
$158,000 would be subject to refund in accordarce with the terms
of its filed main extension contract for subdivisions. The amounts
San Gabriel would refund pursuant to similar contracts are $166,000
and $298,700, respectively.

San Gabriel and the developer disputed Suburban's low
¢cost estimate. An engincer employed by the developer made his own
calculation and concluded that Suburban's estimate was at lezst
$50,000 too low as a result of using unrealistic cn-site con-
struction costs. We find that Suburban'’s estimate is low by
$50,000 and that & more reasonable estimate of itz total coSt to
construct its proposed system (including a temporary xeservoir)
ic $459,500. San Gabriel has reduced its orxiginal $b75,000 estimate
of developer'’s cost to $464;709 because there will be“28iless

services than origirally planned. The estimate of the developer's

enginezr further reduced this amouns by approximately $20,000 after
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analysis of on-site costs. We f£find that this reduction is reasonable
and'that a more reasonable estimate of San Gabriel's total cost to
construct its proposed system is $S7A,700.§

A comparison of the monthly rates that each company expects
to charge in Tract No. 29956 follows:

4/ 5/  Suburban's Charge
Consumption San Gabriel's Subuzban's Exceeds San
in Cubic Feet Charge Charge Gabriel's By

800 $ 2.68 $ 2.82 5%
1,600 3.9 4.90 26%
2,000 4.50 5.93 327%
2,500 5.26 6.96 327%
3,000 6.02 7.99 33%
3,500 6.78 9.02 33%
4,000 7.54 10.05 33%

At an average monthly domestic use of 2,500 cubic feet we £find that

Suburban's rates are one-third more than San Gabriel's.

In Decision No. 67599 when we authorized San Gabriel to
provide sexvice to the Rio Hondo Junior College we made a finding
© that the college was in San Gabriel's logical operating territory.
Tract No. 29956 is gbout 3,000 fecet from the college and is
separated from San Gabriel's presemt territory by Rose Hills
Memorial Park. It is apparent that the tzract will remain non-con-

tiguous to the main portioms of the systems of San Cabriel end

We recognize that our {indings as to the reasomablemess of
estimates are not conclusive but are subject to being ad-
justed to actual costs puxsuant to the mein cxtemsion rule.

Rates authorized September 11, 1958 by Decision No. 74674.

An application to incresse these rates 13 currently pending
before the Comxmiszion. -
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Suburban no matter which one 18 cextificated. However, because
of the close proximity of Tract No. 29956 to a najor portion of
San Gabriel's system, we find that Tract No. 29956 is in San Gabriel's
logical operating territory.
The water system proposed by Suburban will provide backup

facilities for only two customers of Suburban. The system proposed

by San Gabriel will provide backup facilities for five or six
industrial companies, the Los Angeles County equestrian area, and
the Rio Hondo Junior College, all in the immediate vicinity of the
system, plus over 400 customers farther back on the transmission
main. We find that San Gabriel's proposal will piovide backup
facilities more useful to its present system than Suburban's
proposal would provide to Suburban's present system.

The final comsideration is the preference of the developer.
In this case the developer prefers San Gabriel. Based upon past
experience the developer feels that San Cabriel will provide close
cooperation in installing the watex system as quickly as possible,
thus assisting the development and early marketability of the lots
in the tract. Also, the developer feels that San Gabriel 's lowex
Tates will be attractive to prospective purchasers, thus further
enhancing the marketability of the lots.

In summary, we find that both utilities have adequate
financing, sound‘management adequate watexr supply, and a water
systeam that will not be strained by the addition of Tract No. 29956

Suburban serves one customer whose pProperty is physically contiguous
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to Tract No. 29956; Suburban's proposed system is estimated to cost
about $115,000 less than San Gebriel's; San Gabriel will provide
service at lowexr rates than Suburban; the new system will provide
backup facilities to an important scgment of San Gabriel's present
system; Tract No. 29956 is in San Gabriel's logical operating
terxitory; and the developer prefers service £from San Gabriel.
After considering all the relevent factors we comclude
that San Gabriel's application should be granted and Suburban’s
application denied. We give little weight to the fact that
Suburban serves one customer whose property is physically contiguous
to Tract No. 29956. The other factor in favor of Suburbar, the
lower cost of its system, is outweighed by the factors that favor

San Gabriel: backup facilities, location of tract irn San Gabriel's

logical operating territoty, preference of the developer, and,

xost importantly, lower rates to the publiec.

Fiadings of Fact

1. Northwest Whittier Properties is developing a resi&ential
area of 178 zcres in Los Angeles County presexntly known a5 Tract
No. 29956. There will be about 470 water services in the develop-"
ment. No pubiic utility water sezvice is presently being rendercd
to the tract. Both Saﬁ Gabriel and Subuxban cach wish to provide
such water sexvice.

2. The tract is physically conﬁiguous to the property of one

customer of Suburben, which customer's property Ls not contiguous
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to any other part of Suburban's service area, and no part of Subur-
ban’s water system which serves this customer will be extended to sexrve
Tract No. 29956. Tract Wo. 29956 is not contiguovs to Suburban's
line, plant, ox system within the meaning of Public Utilities Code
section 1001.

3. Both San Gabriel and Suburban are financially able to
provide the service, have competent management, adequate water
supplies, and can provide the required sexrvice without impairing
their ability to sexve existing custowers. The design of each
Syster is adequatg to provide sexvice to the tract in accordance
with Genexal Order No. 103.

4. The cost of comstructing the pProposed systems, as estimated
by each utility is:

Suburban San Gabriel
Developer's Costs $244,500 $464,760
Utilities' Costs 165,000 130,000
Total $409,500 $594,700

5. Suburban's estimate of construction costs is $50,000 too

low and San Gabriel's estimate of comstruction costs is $20, 000

too high. Suburban's proposed system wzll COSt approximately
$459,500; San Gabriel's, $574,700. '

6. Each domestic water service will use at least 2,500 cubic
feet per month, on average. At such average use Suburban's proposed
rates are one-third higher than San Gabriel's. The rates set forth in
San Gabriel's filed tariffs for irs Fl Monte division are faixr and

reasorable and should be applied to the service to be rendered.

~14=
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7. Tract No. 29956 is about 3,000 fest from the Rio Hondo
Junior College and from a major portion of San Gabriel's system.
The tract is in San Gabriel's logical operating territoxy.

8. The water system proposcd by Suburban will provide backup
facilities for only two customers.of Suburban. The system proposed
by San Gabriel will provide backup facilities for five or six
industrial companies, the Los Angeles County equestrian area, and
the Rio Hondo Junior College, all in the immediate vicinity of chg
system, plus over 400 customers farther back on the transmission |
main. San Gabriel's proposal will provide backun faciliitics more
useful to its present system than Suburban's proposal would provide
to Stuburban’s present system.

‘ 9. The developer prefers that San Gabriel provide water
service to Tract No. 29956.
10. Publie coﬁvenience and necessity require that San Gabriel's
application be granted and that Suburban's application be denied.
The Commission comcludes that San Gabriel's applicééion
should be grented and that Suburban's application should be demied.
The certificate hereinafter granted shall be subject to
the following provision of law: |
That the Coﬁhiééioﬁ shali have no power to
authorize the capitalization of this certificate
of public convenience and necessity or the right
to own, operate, or enjoy such certificate of
public convenience and necessity in excess of
the amount (exclusive of any tax or ammual chexge)
actually paid to the State as the consideration

£ox the ILssuance of such certificate of public
convenience and necessity or zight.
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The action taken herein is for the issvance of a certificate
of public convenience and necessity only and is not to be considered
as Indicative of amounts to be included in 2 future rate base for the

purpose of determining just and reasonable rates.

IT IS ORDERED that:
1. San Gabriel Vslley Water Company is granted a certificate
of public convenience and necessity to extend, construct and operate
1ts public utility water system in the arez known as Los Angeles

County Tract No. 29956 as shown on the map attached hereto es Appen-
dix A.

2. San Gabriel Valley Water Company is authorized to apply to

the area certificated herein its presently f£iled tariffs applicadble
to its El Monte Division.

3. San Gabriel Valley Water Company is authorized to revise,
within thirty days after the effective date of this order znd in
conformity with Gemeral Qrder No. 96-A, such of 1ts tariff schedules,
including g tariff service area map, as are necessary to provide for
the application of 1ts tariff schedules to the area certificated
herein. Such tariff sheets shell become effective on the fourth day
after filing.

4. San Gabriel Valley Water Company shell notify this Commis-
sion, in writing, of the date service is £irst rendered to the public

under the rates and rules authorized herein, within ten days there-
after.
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Application No. 50682 of Suburban Water Systems is denied.

The effective date of this order shall beKthe date hereof.

Dated at___San Francisco: , California, this_ 7/ e,
MARCH , 15969.
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