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Decision 91-09-001 September 6, 1991 SEP 91991, 

Investi9'ation'~on,..,the::.Com:mission's •. :). .... .':.,:~ IXC ;v,.:;;",;:;,;)",> ;'.:.'.: 
own motion into. the, ad.equacy and. ),' I,. 9 °"'705.-03,4 " , 
status o'f' san Gabriel Water' .. '.. '" , ) ,~, '(Fi'led May 2'2,' 19'901) );:~:"> ,':;, 

Company's water::'supply. , '."(~ ," -~·,:,·';':_':JDmH~HP.fIf~nj~j~.~:.'!.'~~"::·,':" 
. ') ',. '"-' ·,L!tJ·LnJU~UU\:J.LAltb~=-·:,,,,·(>:· .. :,,:, 

And Related' Matter. , ':', -) "" ':-: Cas.e:'!,8:9-1Z-,o,J..,S, ~'(', ' ,"., , 
• P" • ). (Filed December: 22'" 1989)' ' 

____ .. ,_,_. __ :,_ .. _________ '_,_,;_:1,.)'. ~~.' I ,.<.,'~ :~:v"'~{~~/, J':' ..... ' 
,I> '"' 

. ~. ;'(:.', : ""n'; '",<.~: I~ •• C \~:~",:,.~~;~,.> '.,' .-1 

On'May 22, 1990, the' comml:ssion instituted;.thls) 
investigation~' into' 'the' adequacy:' and: ·seCliriti' of; . the- water :supp1y' 'o'f, 
the Fontana' Water company Divisi'oll of' -san . Gabriel:: :valley,'~Water~ :," :" 
Company (san Gabriel). On May'S,' '199'1;' the cOD±ssIon ':modif·ied··:the: 
order to diSmiSS the issue of whether Fontana' union, . Water 'Company c' 

(Fontana), the source' of 'most of San' Gabriel's' water·supply-;:'·had 
become a public uti.li ty sUbj'ect to the -Commissloli's"'j:ur:i:sdi-ction'. ' . 

Following investigation and hearing, the Commission finds· that:"San " 
Gabriel'': s supply of water is adequate at -'thist:Lme'" i'and :that San 
Gabriel haS. taken steps to protect -the . security <o'f'its' "wat'er ~., 
supply. On JUne 21, 1991, the uriited' states Bankruptcy Court'::for 
the Central Oivision of california' ruled that Fontaria":is ':not ,. a' " ,-­
public utility. Other issues related:to the DankruptcY fi'ling', 
remainbe:for~ : that coUrt .. ': "'l'his' proceeCiing' is 'cl'osed:' ',<, 
Procedural' aaCkqxou;nd ' ',"V', - . ', .,,' ""',," 

. ·~·on DecemDer 22~ 1989,"'san'::Gabriel fi);ed a')complaint1::;,_,~,,: 
with~' the . commission ' 'alleginq" that l:tS 'princ:i:pal' source ":ofC: supply ~:. :.: 

'. 'I .,""" 'r," 
• ~, ,,') '. 'T ~,f " • • , ~ , '. ~" I 

k " " I, 1./ ~.( ' ... 

1 case (C.) 89-12-035. 

- ·1 - -



I.90-0S-034, C.89-12-035 ALJ/GEW/p.c * 
~.... ':'" I : '.... ... ." 
•• ., • ~< , ,,' ... ' ''' • 

. >' " .. ~ .:- ~ .; 
. ..'~..... .' .,/ , I.: -'1, ,:\ (~,I '~l . ~'. ... : <:~ ~".' :':.-~ .~ 0 C - '~~ I::; " .. _~ I~'~' t!. (.\ <~, ; '; .: r:, ," '," 

Fontana Union, Water Company, had become a public utility subject t~ 
, ' • ~ c • , ,"'. ", .'."} ". ,I.,. .~\t.f "," " ,..... /"" , '¥ r "',...,' . ."\ ~I"', ' .... r.v .'" _', ' 

the coimuission's . jurisdiCtion'; , and' that Fontana's water'supplyhad' 
been dedicated to San Gabriel's public~util.itr-customers; .. :::~·Under, '''::. 
Section 2707 of the Public TJtilities':cod~'; 'the;' comxnis'sio~,.1s·:,:· n" . I"," 

, \ ..... • I •• ,I. t. '. \, •• ,~', ,; ,~",,: t:',: ..... ::. 

authorized to determine whether "any person, firm,·, .. or:··;<,':';: .:" "',',<; 

corporation ••. owning, con~rollin<J, operating'; ormanag':i:ng-'any' water· 
system or wat~r s1lpplywi~in this State" is a publ'ic'.·utility.; 

On'March 28, 1990, Fontana filed a voluntary petition for 
bankruptcy in the ani ted States saruauptcy Court for . "the Central' 
Division of california. 2 Under S~ct,ion362 (a) (1) of the 
Bankruptcy Code, the complaint brought by San Gabriel was 
automatically stayed. 

>,:,~: .. , ,.' "r' ,', :' '.~: ~ 

On :May 22, 1990, the Commission on,its ,own, motion 
.. - . , .... " '. " • ,,~" • I .'. " 

instituted" this, investigation. into the .. adequacy, .and"sec:uri:ty o.! San, 
• " •. ' -.,.1 "'.", ,.,' ... ,'.. .0 ,:.,,~.: ~»'....,'~.~ _ ~",,'''', : .,.' 

Gabriel's water supply and into. Font~a~:s. status,.as, ,a. p~l,i,~ .. ,_ " " 
utility.. ,The investigation wasinsti tuted ,in keeping :,~ith.' '.the', ... ," 

. "\ \ . ". ,. , ',' ," 1\,/ • > ,'.' ~.~ ; '.' , .i " 

Coxnxnission's.·position· that .. Section 362 CD} (4) of the Bankr'lptc::y. . 
• . .'" • . I J , '". • '... .' , .'. I .. " • '"" .-•.• .' " .~ (' ,. ': ",r ,; 

Codeprovicles, an exception ,from ,the automatic stay for, proceedings , 
, .' • ' -~ I ',.' •• " 'wi' , \ ~..I 'f .. / _ ',~ 0, I 

initiated Dygovernment agencies to enforce their requlat0rY 
" ". . "", ~." .. ' " ,.. ~ .' _" ~_ I.,,; , . :." ': ,; l' ~" ,:. 

powers., . ' .. '.';~.. ; ;: .... ::':.:":'/';.: :.~i":.:'.,"\' ".:.', 

. On September. 5, 1990,. Font~na filed with the<,.Bank~ptcy" 
, .. ,~. '." ,.' .", .'- '"'J •..• ,~ ,t,~· .~ .. 

Court a ,complaint ,for an inj.unction ,and (an, application .. fox: ,a . , 
'. , .• ....I .... " . . ,I.. . , _', I.,..' '.~ .~~.' _,I.., " '. , \ 

preliminary injunction to.Dar the ,Commission .from,determining 
- , , , • .., • ' , , • ,f " • ~ -...... ': '.' ' • .J .... I.,' •• \ I , +':' ,. 

Fontana ~s:statU$ .. ' ,On November 13,. 1990, the Bankr:Uptcy coux::t ". 
, • . ~....' ", ,' .. j , ,.,' .', •. : ,' .. Jo.--) .:,.,1 ,. ," I .' . I , ~ '.' 

granted the temporary. inj,unction... '" ",. ,~.,. _,_. , ',.. . . 
• ." '. • • •• ~.' •• - .... " ....., L '",.. ...'/ -' : .... ~. :'_ ... )J ~) .• : .. ~~.;, .', 

'rhe Commission appealed .,the· Bankruptcy cou~'s "issuance ., 
'. ' , ,'" .' ". ' .•• • j,. , ~., ' ,e' •• ' " '. ,.; " •• c,.oI.. .}',.. ",,I.;,, : .. ' :: 

of the preliminary injunction. The appeal to date .. has been ., 
. ,,,' ; '\- , ;... ' ';~' , ~ -.,~ \'.' ',"r" ,,''''- <"" ,:"". " 

unsuccessful. On March 12,. 1991"the .. ,Coxnmission.·enter.eci".)nto a . 
.. ~ ."' , J '". '.". I ,', ,,' 4., '.e', ,". "'" 

stipulation,with.F;ontana. the Co:mmissionagreed,nottO:,adjuclicate 
. '.-'", .. ~' '. '.. .. ,', .. ! .• :\.._1",.,. "t"\,,,:...,1 ~,,l:,~. ,~,;,.; .'.: 

the issue of Fontana's status unless the Bankruptcy court, under 

2 case No. SB-9002635-MG. , 
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stated conditions., fails to, . resolve' "that<issue.':;- :r.ontana·uag~eed:;,to.; 

dismiss itseomplaint fora·permanent inj;unctionand: : ,to· have;:(the" ,::, 
preliminary' injunction vacated ... :, The parties ·agreed,tha.t :the,.", '.:., .. ''­
stipulation' would have no, effect as· precee.ent· on' the- Comxniss,ion's-: 
authority to -determinepU):)lic util:ity,statusunder the~PuP-lic<, ~"':"" 

Utilities code. ·'1"-' '., .", ..... ~ ~ .... ",' 
, - .. ' ,. .,,' ,. ~ ..... \ 

On March2'S, 1991, ,:theBankrUptcy:.Court approved-ithe., , 
stipulation. "On May ·S,1991,. . in', Deeisi:on. 9 1-0 5-0,32:,: t.the,,:',Commission 
modifie"d: this ·Order .' Instituting Investiga.tion to ciism.issc:the.,:;issue,~ 
of whether Fontana is apublie "utility ',within ,the "meaning' of .. ;the " " 
California ,Publ:ic utilities code.: .. .:. " . 

~ ''l'his''investi9ation is the" outgrowth ,:of.a'~dispute· between· 
san Gabriel and Kaiser Steel Resources,,::Inc •. ' (Kaiserh,:;the;·two ,",' 
largest· 'shareholders· of Fontana .•. 'Fontana-was -organiz.edin' 19,12"and 
has operated'~ as' a· mutual water company',.),: "Kaiser.:: owns "50.88% . ,of the ' 
outstanding .. shares of Fontana. San Gabriel,"owns.:-34~S4t~,of the":,,, 
shares~ Generally; under laws.. applicable' to a mutual"wate~~~ .... ";'::' 
company, shareholders are entitled to .:. receive at cost . water, ,'.' , 
produced by a mutual company in proportion: to their respective' 
share· ownership ... (~,. generally, PUblic·:utilities, Coae' § 2705.) 

However,' since at least, 19'8'5.,:. San Gabriel" has-:::purchased·· 
not just·34.'54%:but' virtually all of,lFontana's water production·"" 
with the exception of some water'Purchased~by' irrigation: cus;t:.orners' 
and others .. ' " '.:. ": '<..I .:~, :~';; :,'-:;::" 

. Kaiser 'is' an·entitythat,exnerged:. on. November 1 s., '.) 19:5a.-J'~;< 
from bankruptcyproeeedings- as.. the successor-in~interest;: :t.oKaise:r: J 

SteelCorPorat:ton. ' :Kaiser; is.. now ' 'owned: ,by .:former) creai tors:~ of) '-' .. :-:: ',: 
Kaiser Steel. Fifty percent of this ownership is by a trust 
established to provide medical benefits to some 7,000 retired 
steelworkers and their families • 

. , Kaiser viewed 'its:. ownership ,interest in',Fontana,',:as::-a .. 
source;-<>-:e income.. In March _ ~9 89 ,':Kaisei entered:,~:i.:nto.a::memo:r:a:ridum' 

••• '. ,._", •• A,,,; ,..,.1., '.J ~ ..... 1. ' .. ~ \ : ~. : .r... 'J.', (~': 
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of: understanding; with, the CUcamonga. .. County Water. Oistx:ie:t;r:\;~':::. .;,":: If ~ 

(CUcamonga). -. Under the 'l'Ilexuorand'UlD:,.,;CUcamonqa wou'ld:'.-:acqui-:r:e: a':.l:O,O~~;..' 

year lease, 'W'ithoptionto buy, o~ alL of ::Kaiser'.s,:sha:t'es,:-:-in, ;';-::.: .:, 
Font'ana, . thus' entitling 'cucamonga -to ',at "least .so .88%' .. o:f: water. : .. : : ::;. 
produced by Fontana_ . The lease: provides :minimwn' payments: t.o>Kaise,r 
of about $1. S :million annually, increasing based on inflation ::and; . 
on the' water that is. available : pursuant ,to Kaiser's,·,shares. 

Obviously, if CUcamonga -begins' taking ·,.50%- or mo:z::e~. of;. -
the water produced· by Fontana, then the amount 'of·Fontana;wa.ter 
available to- ·san- Gabriel. will be reduced-·substantially.._:.,.,. ~:,:. ,_ . ", 

It was this possibility that prompted' the Commission,to·.· 
open this investigation. The Fontana Oivision'o,~ .. San.-Gab::z:.iel 
supplies water to ·28~500 ratopayers (approximatelY,'lOO,OO'O persons.) 
in a 52-square-mile area. san Gabriel alleged· that if;.Fontana;: .. :: 
diverted the major share ofits.~water supply to- other, 'parties,: .or, 
it Fontana failed to adequately maintain, its production:,facilities, 
then san Gabriel would not have sufficient. water to.: meet·, its '- .. 
customers' needs. The Commission sought to- learn. what:',actionr.;if, 
any, was required to safequard·tho interests of those who ,depend on 
san Gabriel·. for their water. . .' -. / .,' i.'; ,.:" ! / ',: <:. ;. 

The'last of a'nwnbercof prehearing conference$-:in~\,this.:·:. 
matter was conducted' on January '.9, ~'199l, :in ,Los· Angeles.:. Hearings 
were -scheduled 'for March-lo9', 199J.. The Watertrtilities .. Branch 
(Branch) ., of the ColXll'llission Advisory and: Compliance·> Division:, was:· .. 
directed to complete and file its investiqation report (Branch,;, 
Report)· on 'February 11, 19'9'1,-.- San,Gabrie-l··was. directed,,;to· serve an 
updated supplement to its. earlier. compliance filings~:·· At~-,hearin9"_:, 
Branch presented one witness··tOotestify on, its:' repor:t:~.·.,San:.'Gabriel . . '. 

, c:" 

:3 Sinco -CUcamonga may. acquire ,a: controlling.; interest>:in Fontana, 
it ,presumably .could claim the right to sell to .itsolf or to· third 
parties'that percentage of Fontana water -that· Fontana:: 'was not:.-~: ..•. 
legally obligated to- deliver to shareholders. 

• 
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present'ed.' 3: witnesses,"and CUcamon9'b. presented J:;,witness •. 7:-Font·ana:.', 
and' :Kaiser appeared,' and: participated in,·~e)!amina.tion·of· :the: ,c.' '.':':";CJ 

witnesses. Southern California Edison company appeared as an 
interested party~ . '., .,"', ; ,," '. '., 

with Fontana"s status "removed as. an issue in th:i;s.t .. ··-· 

proceedinq ;' 'it is . clear that ··there .. are, essenti'ally,,' only two ' ' 
factual issues that must~be addressed. ·'rhese'are:,', " ',' 

1. ,. Does San Gabriel ~ace:,;a·:water, 'supply" '.:, ", 
emcrgencybecause.of.the,potentialloss.of, 
water from Fontana?'" , .. , . ,., . " 

\ ,',j.' , ~ f 

2. Has San Gabriel, developed alternative . 
sources of water-supply to:rneetthe needs" " .. ' 
of its service' community? 

" .... "'w' 

Briefs'addressinq these arid other' matters were filed:by 
Branch, san Gabriel, Fontana, Kaiser, 'and Cucamonga on.;May:24, 
1991, at which' time this m~tter was deemed'Submitted' ~or decision..:' 
Discussion 

. '. ",' 

" .. " 
~ .~, ! •• 

1~ Does San Gabriel face a water' supply': emergency)' 
kecause 'of the potential, loss 0: water from Fontana? '> :;' 

Attbe time of the co~plai~t" a~d' of the'- Order "Inst'itutinq . 
Investiqation, there was concern that" San Gabr:iel"S: Fonta.na· . 
Division could suddenly lose the majority of its> water supply. San 
Gabriel 'requires 31,000 acre' feet of 'wat'er aMuallyto,' serve'" 
100,000 p~rs~ns in itsseX:Vice' area. If'confinedto' its' 34~:54'%' 
sh.are of Fo'ntana water, s~ri Gabriel w~uld.reC:eive orily\'i:s~80'0 acre 
feet of water annually' from Fontana,- 'dep~nd:inq on" 'the amount of' 
~ater available. Fontana pre:",iously~aci" provid'ed': ~;tXtual:1Y: all of 
San Gabriel's supply. ' '. ',' 

'" ., > • ,. ,'e .,' , _ , " '. ' 

A number of developments, however, have' 'e'ased:,1concerrl' " .. ,' 
about any sudden loss of water supply. First, the parties 
apparently have taken steps to maintain the status quo, during 
pendinq litiqation. Second, the Bankruptcy Court has acted·,to. 
protect',. '",t.)east' for thet~~ b~fug,. ·m.uch ,of' ~San.' _Gabrie~"s' ',:: 

, ", "~. \ I , 

, ,,~: ~ 

\ .. 
'/', .'")" .. ,','" ..... ' 

'\ I ,,~, c 

_ 5 _ e. 

or" ,,~ .~. " 
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entitlement .to .. Fontana ~water. 4: Final,l),:,.-:San "Gabr,ie:l),has: bequn·"an.,~" " • 
extensive well-drilling: program in-ten,ded ,to:,.~increase·i:tS: [so,urces; o,f.:, 
water. 

, ./ ::', tl) 

As a result, all parties--ineluding San Ga~riel, and"~,:,-:-::,,, .. ,:' 
Branch--aqree that San Gabriel''s,Fontana :,Oi vision .:cioes ::no:t- face a 
water supply emergency' in the .near,future.j,:·(Branch.'Report,.,~:at"4,.~<",, 
Concurrent Brief of san Gabriel" at'A~}~ Branch . concludes ,instead:" 
that "[san Gabriel] faces·a' .. water ,cost increase problem rather than 
a supply dilemma. H cconcurrcnt":Brief"otBranch, at:,2'.) 

As Branch notes, San Gabrielisreceivin9'the water it 
requires, but ,at a 'higher,'price:';than 'San,Gabne-l "has :paid"in the 
past. Fontana' on November 15, 1989'~' in~rease'd, , its' b~sic water rate 

from $45.37 to $93.78 per acre foot for all water purchases except . \ '" "~. ' 

those from Chino Basin wellS, where the rate was increased to 
$220,.2l, per ac~e foot." ,:By Advice 'Letter' 252,' filed Au~si"i4 ~",.", 

• j • ~ , • , " • :'.\' :' " :' •••• " :,". ,t"; ',,.,-' ~ i • ' '\ 

1990, San Gabriel sought and was granted an offset rate increase of 
$1.15 million annually, result,ing in an increase in tha av~~ag~ 
customer bill :from $19.4l to $2.2.62 monthly. san Gabriel/s well­
drilling prog~am and other measures to assure supply are likely to· 
resul t in additional costs to. customers. "'" ,.' ", 

The cost of Fontana 'wa'terp.aid by San Gabriel and"th~' .', 
, . ' -.., " •• ,' ,. .0 ..... C:i~. j \-'" .~'I , .', \' • 

allotment of Fontana water which san Gabriel will be able to claim 
arc issues pending before the' BankrUPtcy.'C~urt. (Bran~h:RePO:rt:, at 
14.)e In large part, these matters wilf depend on res~iuti~nof' the 
Font~na status issue,. sMGabl:iel argues that FOl'lt~nd ,~·'~at~i:-' , 
supply i~ o~ ~hOUld' be dedi~atcd' t~PUbli:c: usc', and' th~:t"':Fbht~na:-by' 

, . ' '. '. , \. < > i ' ,. , .' , • j. , ." I ."~ r " .. , \ -, f • • 

its actions has become a public utility subject to the'Comniissiori"s' 
.' • ," ,"C " I'" • '" , .... ~ ,.,' • -, ,h,' "',r 

regulatory jurisdiction. (Ex., 3, p,.2, o:fEx. A. f Fontana' argUes" " 
" _. • '.' .• '. . 11,:1 . , 'J • i,' y' "> '> ", ,i __ :.I,: .. ..,.:: 1\ .-

(,; ... , ,,'".' 

", '., 
; ..• 

• :. •• .'. "":(,".~ ••. ,> ,,; ,'''';-.' ..... '>.~'~'r;';. ":"1 ... ., :." ... ',"":'.,,:' 

4 By o~der.dated August, 28-, 1990, the Bankruptcy Court granted 
to ~n Gabriel, 'on an interim bas;is extending' tnrou9'h'~:Jun'e' 3-0;;:':":"~" 
1991, the right to receive 34.54% of Fontana water pumped from 
Chino Basin, the major source of Fontana's production. 
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that it is a mutual·water company,. not, subject to';Conunission:,, '. 
jurisciietion, and that its primary obliqation is to supply-water a~:; 
cost to its owners in proportion to: their:: ownership: shares. (Brief 
of Fontana, at 5; ''l'r. 20,.)' The parties·,al·so have' submi,tt,ed": " ,.," 

competinq plans ot reorqanization tor consideration, by, the·" 

Bankruptcy Court. (Ex. 3, p. 2 of Ex., A. ) , 

The Bankruptcy court has scheciuled ,trialdatesthroug~,. , 
the end ot Auqust 1991 on those and other. i$$UOS,;, and additional;, 
trial dates may be'come necessary. 5 While nothingis,cer:'tain 
where litigation is involved, the consensus of all partieS:" is, that ,. 
San Gabriel' i~ aSGurod. of rocoivinq all 'or,mostot" :the ~ater .it . 
needs trom· Fontana during at least:,.theperiod of the Bankrup:tcy, 
Court proeeedinqs. . Branch's investiqa.tion, and the reco,rd; ,betore 
us, ostabl ish that no water supply: emerqency exists. ,at." this time. 

As discussed below,. additional sources of supplyare:beeoming 
available this year and next • . ' . " ' , ' ", 

2. Has San Gabriel developed alternative sources'of water 
supply to Met tho D,=os:lUt i itLO~jJc~ 

While litigating the supply.and price of its Fontana 
• ~ I • 

source of water, San Gabriel management, also has developed 

additional sources ot supply. At h.ea:rin9,s~n G~bri~l Prcsidont 
- • j -. " 

Michael L. Whitehead a.nd other san Gabriel witnesses,. described the 
division's program to add ten wells to San Gabriel's system. 
'1'0 implement the program, 'San Gabriol in Dceernber 1989 entered into 
a stipulation with the Chino Basin Watermaster to become a:.party to 
the Chino Basin Jud9'lllent,therebyallowinq. it to- 'drill, wells in and 
extract water from the Chino Basin. The stipulation, was ;approved ;, 
in January:':J.990 by the Superior'court-whichl oversees:.thc'. 

,., '. 

.,," " 

, .. \ 

'. I,. ", 
J, . . I '. 

5 :OnJune' 21, 1991, tbe.,Bankruptey~.Courtru'led' ~that·, Font.ana, is-, 
not· a ,public. utility ~ecause it has .. not deciicated its. water rights', 
services or tacilities to public use~'" 'San Gabriel'on': July :l:~ ·1'991" 
appealed this decision • 

-7 '-
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aQl'L'\inistration·:·of: ,the Chino-Basin Judgment. ': (Ex.: 4, •. ~p •. 7, Of. ' 
h_ • ,. ,",Ij -, • ',,:. '.' ,.': '. ,;~~.0 ,~,' ;;'~~, '" ~,:I, I Ev· l' ) . , '. ','.' ,''', .. '." , . " .' , . 

San Gabriel"s witnesses:tes.tified~.that 2~of,:the::10 wells::. 
have been completed and are·, equipped to.'produce. 2','800 gallons:per 
minute. The company hopes: ·to aclcl' at least 6" additional .. w~l~s this. ~. 
year and 2 more in early 1992 •.. While', well dri'lling, can::;be.,hit or", 
miss, it is san Gabriel ',s hope that .the, 10 wells wil,l, each produce 

an average of 2' ,500 gallons per: minute. i. . 

San 'Gabriel states that the"" new wells are, intended ,to· 
supplement, not replace, the existing: source-of supplY,in.a;growinq .. 
service aroa. However, Branch .andl Fontana each'note that'.if'i,the 
new well proqram is successful,,:' it couldrep'lace" a po:tential loss .. 

of San Gabriel's current supply- Fontana states: 
wAssuming all 10 wells average 2,500 GPM,' they. 
would be capable of producing approximately 
40,000 acre feet of water' per year.··' This' is' '. 
almost 10,000 acre feet more than San Gabriel's. 
current and predicted total demand of 31,000 
aero feot per year (Exh. 2', p. 11.) Even' if 
san Gabriel were only able' to' produce one-half 
of this amount (20,000 acre feet), it would 
still have added enough production capacity to: 
cover the reduction' in water it fears will, " 
r~~ult it Fontana Union i~ tound to b~ a mutual' 
water company and delivers toCueamongaits; I 

proportionate share of Fontana Union water." 
(Fontana Brief, at 10.) . 

, 
.i..Jo 

In addition to the well-drilling pro9'ram, ,San ::G~r.iQ,l is., 
upgrading its booster pumps to permit it to· use the water·from. the. 
new wells, and from· existing Fontana wells, throuqhout the.~.S:an~: 

Gabriel' system..,··' ",:; ,'.;','" '.' .... ;'.' 
Again, ratepayers are likely to-:be affected .. , :The cost of 

the new wells and booster pump enhancement may exceed $$ million. 
(EX. 4, at 12.) These costs will :be included in San Ga:briel's 
capital construction budget and will be before the Commission in 
the eom~any's. next general rate ease.,' Additionally, by,becom,ing"a 
~rty to the, Chino Basin Ju~qment, San Ga.briel must .. p'ay)for·!water,···· 

'. .;', " ". I,,:. ·"" .. I'~ J :\' </ ,.~"'.~' \ ,', '\J" 
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extracted from~the ,basin at replenishment rates set" by: the-:'Chi~o;;, ' 
Basin Watermaster.: Branchtestitied;, that thi$, costr,is ,now:;,,$:ll.7 .5-5. 
per acre ,t'oot." San Gabriel's. witness testified" that the, :Chino; 
Basin replenishment cost. could, become ,as, 'high as,' ;$59:1.: per,., acre foot 
unaertho Metropolitan Water'Divier.ion's (MWO) conservation. plan., ''', 
(Ex. 3, 1". 9', 10 of, Exhibit A.) ,,' 

san Gabriel also has deve'loped al,ternate so~rces" o,t;water, 
with nearby watC21r s.uppliers on an emergency standby;,basis~ .,' " 
Agreements have been made with the West San Bernarclino .County;, "Water 
District and the City of Rialto 'on- anexchange,basis,contemplating 
the return otany, ,water used: by San Gabriel .. , An" agreement· .w'ith the 
City of San Bernardino contemplates the purchase of ,water,: at r,ates." 
between $95- and'$120 per acre foot. " ~ . 

Finally, CUcamonga General Manager,ThomasShol-lenb,erger , .. 
testitied that it his district acquires' Fontan~ water,.t~ou9'h . ",' , ',' 
cucamonga's lease of Kaiser shares, it· is"likely,-to offe;r·part, of ",', 
that supply to third parties,.incluc1inq·San Gabriel·.,~camonga 
sold small quantities of water· to, San Gabriol ,.in. ,1989 and 199,0 at, a 
rate of $257 per aere foot,. representing ,the MWD rate plus. lS%r " 

CUcamonga's water, however, would be available to third parties. 
only it'it is: not needed. by CUcamonqa'scustomers.. 

In summary, the record-shows,that San Gabriel ,by thQ·end. 
of this year will be able to replace at ,least as.ubstantial pa~ of 
any lost Fontana supply if San Gabriel's new wells are·,~~uc<?ess.:ful •. , 
Ad.d.i tionally, on an exuQrqcneybasis,. San Gabriel. can', ,ob:ta in _ water 
'from three nearby water districts. cucamonga represents~ another"." , 
potential source of supply. All ,of these alternative sources of 
supply carry with them increased coats. , ' : f" • .', :i, " 

Conclusion , , , ." ')": -: .' ,'. 
Branch has monitored developments affecting,. ,San,:; Gabri~l " 

and. :it&~'cu&tomers..·· It concluc1es. that~ San",Gabriel'~,$)tlanagement has' 
been diligent· in protecting its. ,Fontana Water ;Company~ d.ivi,sion_~ s 
source of supply and in acquiring al ternati ves to that source o,f 
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supply. --'!'he issues are no less..important::than: .wb.enr-;thec",: ~,,;;<: '.'.:';';;> 

investiqatfon began~ but 'the record' demonstrates that~:;there:;'is no:,'.: 
need tor extraordinary action by the' commission,'at·this,:·time· .. ·.:. 

Accordingly, weconcl ude' that '. this investigation ::may now,:" . 
be closed.. 'l'he" record will be' reexamined' as, part of,: San', Gabriel,'s-

general rate case. If developments in the Bankruptcy. Court:· .' 
warrant, we-will reopen'the record/to deaLwith any;,.matter, 
including the Fontana statusissue/' that is within the,.CoWD:ission·~s., 
jurisdiction. - ;<'- -' ".';' -'., 

We also- will d'ismiss '5an:'GabrieJ;·'s' complaint: case _:.:.,. ", ',' . :,:: 
(C.S9-1Z-035-) '~- since the issues.:' there: ,are noW': before' the:_ BankrUptcy:! 
Court·~ However, the dismissal of ·C.:8:9'-lZ-03'5is without :prejudice ,~ 

to refiling should Fontana's publieutil:ity status- .come: bef,ore ,-us,, . 

at a later time. ·C.89-12-035-·will' be consolidated, in.this 
proceedlng--=pursuant to: Rule: 55-; , 

couerlts OD- "the P..roposed Decision . . . , . -' . , \ ".'-.; ;~, ;;')~ :" 
Coniments -on the proposed'decision-o·f tho- admini~trative_< 

law judge were filed by' parties: on August'S,.:: :19-91:.: '-_ ::Noreply:.,:" ., ,-~,', 

comments have been received;. : No substantive' changes were' : proposed .,­
A number' of minor changes were suggested ,to-more' accurately', ',:reflec:t 
the reeord and to correet'Qrrors.;Where -,appropriate-, , we have, made: . 
changes in the text of the proposed decision:to correct errors and 
to make those changes supported by the record., 
[indings'- of 'Fact ':; :,~ ... " :;-.,,; ~ . 

1. ' San Gabriel supplies water·~·to2'S.~50·o-, customers' 'in..,a,:.S2~ ,. 
square~mile; area. -, , , -'" " ,-:~ :'. ., 

2 '.' - san Gabriel's-- service area. includes a population ,of :, .': ','" .. ',;: .:' 
approximately lOO, 000 in portions. of ·,the- Cities:of ,.Fontana ,;::;Rancho;-: 

"' .. ' 

CUcamonga, Rialto, and adjoining unincorporated areas of San,,';-""'-" 

Bernardino County. ' ',e:~' , <.:" , ':~,:, 
" 3.;, 'San Gabriel since, at' leas.t ,1985'" has, reeei vedl",virtually:~ , " 

all of: its water from the Fontana: 'Onion Water Company • . 0:.> .. :, :,:,'" ,;-

•• ~ " ~ \ ,I ' 
." • "." "'-- . r', , .. .~...... ..' \ 
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4. ,'Fontana . supplies ,waterfrom!;2.-J.:,_,wells and .. :l·,creek located' 
in 3:. adjudicated water basins and 1 nonadjudicated;"wa:l;er:basin-: ; ,An::: 

adjudicated. water basin is a source ,ot·,-water that., has been, ,subject '. 
to judicial determination ot supply rights. ":~: .. ,":::,;, ,_ ... 

5. ·Fontana was. organized,in, 1912as.a. mtltual:· .. water:company 

to provide water to its shareholders.. ":<> " ... ". ...' 

6. Kaiser owns 50.88%,. of the outstand.inq;shares o;!"Fontana. 
san Gabriel owns 34.54% of the shares •. , 

7 e' Since 1985, san Gabriel, has. purchased all of,\F<?ntana,'s 
annual water production except for some-; purchases: :by , irr,igation 
customers and others.. Approxi:mately, 98% ,of:, san Ga:briel:.',s.'water.' 
supply was purchased from Fontana. 

8 e Walls providing. water. for Fontana· are· located. ·in f.our 
areas. For the,' year. ending .. J'une3-0', 1990~,." Chino Basin ;wells :, "', ,:' ,,' 
supplied,. 43% of production, Lytle Creeksupplied·;;20%,. ,Lytle; Creek, 
Basin wells supplied 22%, Colton-Rialto Basin wells- supplied~,,'ll%, 

and a well in anonadj udicated' area supplied·':5%.·,' ,:" ... 
9.' Under operating agreements,. San· Gabriel: operates and , 

maintains 23 wells. owned by Fontana,... and,'Fontana~s -Lytle' ~<::reek . 
diversion facilities.. 'San Gabriel serves', certain, irrigation "':, 
customers on behalf of Fontana. ' ,,' ",.; " 

10. ,Fontanaisa party to. ,the' ChinOlBasin pool",of;;water,': 
purveyors. There' are 21, parties 'in '. the::'.Chino- Basin~;.POol" each ;of" 
them, 'entitled ,to a yearly ;percentage '. of'.thoCbinoBasin~ S:',:init:ial:. ' . 
operating safe yield. . ,..' " :' '" .~~, ,:":: ," ;":' " 

ll. In March 1989, Kaiser:and:cucamongaentered, into-a "'.- :-; 
memorandum' of' understanding:whereby~cucamonga ,by·:virtue;,~o:f a;·l.OO­
year 'lease WOUld.' acquire Kaiser"s :majority interest in;Fontana r ." 

including Kaiser's rights as a shareholder to Fontana,.-::Water., ",'; 
l2.' On November lS,.. ,19$9,. Fontana .. inereased·its basic.water 

rates to customers "trom $4.s.~3 7' to $93 .;7s:pcr acr,e, foot ",~except ; for ' , 
water from Chino Basin wells, which .. increased· to $2.20. 21':;·per, ,acre, .. 

foot • 

- 11 
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13~ San':Gabriel in December 19S9.,'::filed C,;.;8:9-12.-03 :;witb. .t..'le 
com:mission contending, that.Fontana had become a·"publie"uti:lity.,,~~and', . , 

had: dedicated'.-itswater supply to san'~Ga:br:i:el "s:public~utility ~,: ,:, ' 
customers. ' .' ':. : . .i' '. .... .~) , , , "~::' .' .' ' 

'14 • 'In March 1990, "Fontana· filed ,for, protection' unc1er .,~ 

Chapter 11 of the Bankruptcy Code'~' ...'.'" " ,: ';';' '",'., i ';..);. ,::~:: 

15.': The commission issuec1,·this ~c1er··lnstituti:ng: ".,.:: 
Investigation on May 22, 1990.. " ,,' .. - ~,: .:".,:: .. ,.' .:(.:<) 

'16.' . By,Advice Letter: 2$2, filed:. AUgust 14",1990,,:, San Gabriel 
sou9ht nnd was granted an ottsGtratc increase' of $;1',155',200·, witn·,, 
75.5%·of'thataxnount to cover the increased"cost of purchased ........ ') 

water. " ',.: \ ~ '" -" " 

17. By order ot 'thc·'Onited States: Bankruptcy' court for. the 
Central Division· of cal:tforni'a.., dated:: August:':2'8,' '1-9'90.',:: San;·Gabriel· 
was qrantec1·the right to.. purchase 34.54% of, Fontana's.' 1990-1991.::, .' . 
Chino' Basin,'water ri9hts• ' .. ' ,,'" .. " ... :., ',,,.; 

18. By order otthe Bankruptcy, Court,. 'dated,Novc1t\bcr:, 13" , 
1990, the Commission wa~enj oined,' front,invest'iqatingor;,'resol ving 
the issue ot ·Fontan'a's status, as. a publ,ic;'utility.: " .... , ,::'"' , : .. ,-.: 

19. ' CUrrent demand for 'water from.,~SanGabriel: is,,;,.: ,:c,.' :;',. '.' 

approximately 31,000 acre feet per year (13:;500/000', Cef rannually)· .. '. 
20. Based ,on: hi~torical\lse. trends,.: 'San Gabrie·l,.:no:w:. ha,s a 

potential maximum day consumption ,of 53:,.-6mil.l:i:on gallons .and,a ... ,." 
maximum production c:a.pability of ,S6:.6"millionqallons •. ', san,Gab~iel" 
can support at least 29,940 service connections.: San Gabriel::has,,:~, 
approximately 2S',500 service.:conneetions .. ,i' '.;'< " •.. ). 

.. 21. In . January 1990"I San '·Gabr±el-.<beeame a' party. to- the: -Ch.ino. ': 
Basin Judgment, allowing it'to- dril:t"wells in and ex.tractwater ,'.' 
from the Chino Ba~in·.. ' -" ::,;" ' .... , ," . i ,," , 

·22 .. ·· Sari Gabriel has completed 2 wells in,the'Cnino,,:Basin. 
Six adaitional wells are sche'c1uled'for, completion 'irl,:1991,:: and,2.:· .. ,' 
wel:lsare 'to '·be :dX-illed"in1992 .-,'. ~ ,':.,' , ,'. .~ , ':'~:":Z;;'>: '"::' \ :'.; " 

.. '" r,"':.\:.:; ,; .. 
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23'. : It.i:s San Gabriel r,s intention' 'that the··lO·:new,-'wells ~:in 
the Chino Bas:i:n:will" each be' 'capable of "producing.: an average f;,o! '.', . ,": .:;':.' 
2 , 500 qallonsper' minute. ":' .:" .. : ; . '.'. :' , ,') ;.;:: '" :'" ... '. ,-' 

24. san Gabriel has initiated a' "proC]ram"toqipgrade:' i ts~;····: :., , .', 
booster pwnps to permit efficient:use ,.ot'wator :trom':its:'"new wells 
and from wells it 'operates-on~ehalf ot Fontana';;" ., .. ' (:~;'., 

25. san Gabriel has entered into agreements for acquirinC] 
water on an emergency standby basis with West San Bornardino County 
Water Oi vision, the City of Rial to, and the City of San Bernardino,. 

26. CUcamonqa intends to offer for~ sale: 'a; :portion 'ot its 
water that is excess to CUcamonqals ne~d$.~ The water would be 
offered 'for sale to· other partie's,' including San Gabr'ie·l,.:; 

27. Because of drought . conditions., , San Gabriel 'in: 1.99 0,': asked..' 
customers to voluntarily reduce water . consumption by' '10%.. :··In March, > 

1991 it urged customers to conserve water by anothe%"·l·O%.~ ".: San· , .. 
Gabriel. has encouraged water conservation throuC]h.newspaper - ,.' 
advertisements,. bill inserts and com:munity ·workshops.j.. 'an'Q:I;it:.has;: 
distributed conservation· kits at schools-and .. at:publie .. :meetinC]s:. . ~ 

conclusions of Law '; ' ... ' '. , ,::' ",': :.' " :-0, ,I 

1. San Gabriel does not at· this:timo' face an,: emergency in 

obtaininC] an adequate supply :otwatcr'to, servc.its':custom(!X's,. and 
the Commission should not now implement emergency procedures on 
behalf of those customers. 

2. San-Gabr.iel. has, developed alternative sources of water 
that afford.some·pro~ectionagainst the utility's loss of Fontana 
water, and the:.· conUnissl.on :should not at this time require emergency 
measures to .Clevel~p add'i tional al ternati ves. 

3. .san Gabriel ·has. implemented a water conservation program, 
and no further conservation or rationing requirements shouJ:dbe· 
directed}:)x··the conun.is.sion at this time., "-," . .' 

"",,","";; ...... ; .... ~.,~~. ·iAi-t~ ."11th!"" • ( , .. I' '\ 

vi, -: .. "'4-.... T~S,l.DvM-tiC]ation should be closed',' but 5an:<:Cabriel •.. ::-:-:;.) __ .. 'f~ i".:J ,.iV~","I'. ",I"\¥' 

~s~~~8;irf~~~i:!~?~~mentary update on this record as part of its 
next ~eneral r~tc:case • 

. . '. ,:... \\ ... '. - .. ,.' ." \:. \ 
. ""',.,". • ~ .- ",,-'1"'\ ~ ........ 

~'''' "'-~"''''-~ 0~ \~, \ '....,. 
.~ .. ~ ':/;, \.. "" ... ,~ ..... ~ .. \ . 

""'" .. - v " ,\. , ....... ,.1>':-.. 
-,;' "".11\. ; ~".t", ... " ... " f j ... ~ 

'l~~:>O~C ",v'l(;;::':;x;.. .;'I"\O\,L ... ,,:. , ... ',-". , 
'- \ - 13' -" 
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'5. ,.sanGabriel's complaint ,case (C.8-9-l:2.,:,:03:5:):, should be':~; 

consolidated..:·i-n this'proceedi:ng- and: .closed without ,.prej·udice ,~tO'::i ts:, 
refiling should the issue of Fontana's public ."utility,cstatus ,.come,' . " '. . " 

before the Commission at a:",later time., .,', ":,",: .. ;,) "," .,'. 
6~ Sinee no'further ,.action, ;by;tbe: Commission is requirod ,'at ;: 

this tilne, this order ,should be lnade.,effective,without:,delay ... ;.,. 
, ~ - " .. ' , 

• t
H

• 
.,,', "'\ 

., '...: . 

'UDER 

IT IS. ORDERED, that:, , •• ~'I' ." ., . .... I ;, ... , 

• < ::: .' '.," , " ,! ....... ,' ,,.I ... \" ~ 

1 •.. This proceeding is;.closed:.,·'",·, "~:\;';:I::. ", .. ,,-;',,:; ',,;,:.' 

2. San, Gabriel Valley' Water, company", Fontana Water~.Company:·: . ,': 
Division> (San' Gabriel)' is directed:to-:.file a:,supplelnentary report 
on,: the status' of issues in this:: proceeding as part ,. of::"san:;·Gab~iel,~s'-l 
next general rate. case. : :,' f .-:<.," ::J ',w·" . .' .'?h~;,") _::',~ 

3 _ "case, 89-J.2-03S is: consolidatecl·, with this· px:oceeding, and.::,: 
is dismissed:without prejudice,to·:·its,.refiling should, :the"issue-:of ... 
the public,utility. .. status of Fontana' Union·,: Water Company .come,:: .. : .', .. , 

before the Cownission at a later time. "',_, ';7:0 ,; ~~_:,.~' . ,'," 

"This. orcier.is effective today. ')) "~.,::) ,~.,:' . ,.:: 
··Dated5epte:ml:>er. 6,.'. 19-91,. ,'at: $an Fx:ancisco·,., caJ..ifo:z::nia .• 

. , .. • ~;,;" I 

'" ~'; "'PATRICIA:M_;;/ECRERT;~ .::: 
" -. .:i -:: ;'~ :" ;) '. !' 1-' ~ ~::",,; ,Px:esicient-n ~~:. :~ ~~;' ';" :~.',' 

. . - JOHN B. OHANIAN 
.. : ;'.;:", ':OANIEL' ;WlD,.:;;r'FESStER' ",.;'; ;;, ,':>.< :.,' 

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

•. " ~ ,. ~ .', P-'~ " • :~~. '/ ", ... ., 

'.: .. , .. ",NORMAN;;D:_ ;.~Hf.!MWAX ,,)::;" .. ;".::,:~,.·v;.r;:: 
, ' COmlnl,SSl.Oners 

"-':.;"/:. -.·',-,~,~".·)i;:~·~ .. ::'''·;:,:. : ",;': .•. I>_L~,:;'·!';',~':~;~; ::G;:: ," 
,-~ .. ~ ',""" ,... ".r ,. 

',', .'~ .. 

", ~ -~ ,.-.. 
,,'.. ,I .', ' •. 
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APPENDXX A 

Respondents: Nossaman, Gutbner, Knox & Elliott, by Jose E. Guzm~D' 
~~, Attorney at Law, for San Gabriel Valley Water Company; 
Hufstadler, Kaus, & Ettinger, by Burton .z. Gin~r, Nancy C. 
Brown, and Donna R. Harvey, Attorneys at Law, for San Gabriel 
Valley Water Company; Me CUtchen, Doyle, Brown & Enerson, by ~ 
craw~9rd Gr~ene and william J. Newell, Attorneys at Law, for 
Fontana Union water company; Gendel·, Raskoff, Shapiro & 
Quittner, by ~rt Katz, Attorney at Law, for Fontana Union 
Water Company; TimothY J. Ryan, Attorney at Law, for San Gabriel 
Valley Water Company; Hughes, Hubbard & Reed, by ~~hia M. 
~hen, Attorney at Law, for San Gabriel Valley Water company; 
and Brian T. ~orrigao, Attorney at Law, for Fontana Union Water 
company. 

Interested Parties: Best, Best & Krieger, by Erie GatD~t, Attorney 
at Law, for cucamonga County Water District; Ba~2D C. G~, 
Attorney at Law, for cucamonga County Water District; TUttle « 
Taylor, by Jefftgy H~~rling, Attorney at Law, for Kaiser 
Resources, Inc.; frank A. Mc Nulty, Attorney at Law, for 
Southern California Edison Company; and Alf W. Btan~, Attorney 
at Law, for Kaiser Steel Resources. 

Commission Advisory and Compliance Division: ~awrence Q. ~rcia, 
Attorney at Law, and Daniel R. Paige. 

(END OF APPENDIX A) 


