" Docision Noe TP L & Z

EEFORE THE RAZLROAD COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of
SANTA CLARSL VALLEY LAND CQMPAXY,
CEESTER DAMICO and WATER WORKS OF
MONTA VISTA, LTD. for an oxder
authoxizing the sale of the water
systex of the Santa Clara Valley
Land Company t0 Chester Damico and
thereafter o Water Works of Monta
Tiste, Ltd. and for an adfustmext
and change in rates.

Application No. 16301.

. et S B B N Wl Nt e N Yo P 0 N

Selie Tiscornia, for applicante.
R.C. Leidb, interested partye.

Orrick, Palmer & Dahlguist, by J.M. Jacods,
Zo> cextein bondholders, interested parties.

Max Merziman, for certain consumers,
protestantse

BY THE COMMISSION:

In the above entitled matter the Rallroald Commission is
asked to meke 1ts orders es follows:

(1) Authorizing the sale and itransfer of a small pubdblic
utility water system located neaxr Cupertino, Sante Clara Cowmty,
from Santa Clara Valley Zand, Company 10 Chester Damico and thore~
after from Chester Damico to Water Works of Monta Vista, Lits., &
new corporatione

(2) Authorizing an adjustment axnd increase in the rates
oW charge& for the delivery of water by Santa Clara Valley I..a.nd
Company; and | |

(3) Auwthorizing Water Works of lMonta Vista, Lid. to
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msell, from time to time, not more than 2,000 shares of its
ocapitel stock at a price of $10.00 a share, and to incur such
obligations, notes or other evidences of indebtedness as 1t
may deex advisadle Lfrom time %o time to proyerly meintain,
improve and operate the water systex.

Public hearings in this proceeding were held defore
Examiner Hendford in Cupertino on May 6th and May 21lst, 1930,
the matter was duly submitted and now i3 ready for docision.

The water aysten of Santa Clara Valley Ia;d Company
serves adbout 130 consumers with domestic sexvice, who realde
i the unincorporated town Sr'Mbnta Vistas. TWater is 6btainod
from & shollow well and pumped directly into a distridution
sSysten consisfing of 49,148 lineal feet of nipe, principelly
two inches in dlameter. Storage is furnished by a 50,000-gallon
wooden tenk. The Iates at fresent in effecot were establiﬁhod by
this Commission ip Decisfion No. 21362 issued July 8, 1929, in
Case No. 2637. Tach consumer is allowed 1,100 cubic feot of
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water for the mirimux monthly cherge of $2.00 and the quantities
wsed above that amount are charged for at 15¢ per 100 cubdlc feet.
The recoxd indicates that Sants Clera Valley Land Conm-
pany 4s in financiel difficulties and is feced with certaln
liabilities. 4 dond issue placed on certain of its properties
was foreclosed, the properiies passing into the handsof the
Tn. Re Steats Company at a price less than the fnce value of the
bonds, loaving a deficiency for which tThe company may become
liable, although no deficlency judgment has been odtained. A4As
the water system was 2ot subject to the lien of the bond moxtgage,
1+ now is thought desirable, in the interest of sexrvice %o the
public, to transfer the ownership of the system Zrom Santa 6lara
Valley Land Company to & separate owner. Counsel for the bond-
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_holders appeaxing at the hearing stated that there was no odbjec-
tion to such a transfer and urged that the Commission authorize
ite

To effect the transfer, arrangements have deen made %o
sell the water properties, free and clear of indedbtedness, Lor the
sum of $100400 to Chester Damico, who, in turn, has arranged to
sell them for the same conéideration t0 VWater Works of Monta Vista,
Ltd., & corporation he has caused %o be organized for the purposze
o2 acquiring azd operating them. Some objection to this proposal
was made by Mex MNerriman appearing for certain comsumers, pro~
testants herein, who tooik the position that the wransfer of tlo
properties to Water Works of Monta Vista, Ltd. will result in &
lack of responsidvility for the water sexvice due to the limited
Teature in the corporation’s oxganization. We do not consido:é
this objection well~founded. The water properties here involved
are impressed with the duties and obligatiqn of a public utllity
which caxmnot bde terminated, lightenmed or otherwise changed ty a
transfer o an individual, limited corporation or other agencye
Every utility operator, waether a limited corporatlion or otizer—-
wise, is required to give reasomable and proper service to the
consumers and to furnish an adequate supply of water, unless the
abandonment of the service Ls authorized by the Commission. Te
feel that the rights of the coasumers on this sysi’;em will m no
wise be abridged or chenged because of the transfers as here pro~
nosed. The oxder accordingly will permit the wransfers % ibe mede.

The erticles ¢f imcorporation of Water Works of Monta
Vista, I.td; .ﬁhow that the corporation wos organized under the lews
of the State of California on or about Jemusery 17, 1930, witk an
anthoxized capital stock of 2,500 shares of oommon stock without
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nominel or par value. The applicetion shows that on Jenuery 18,
1930, the corporaticn secured Trom the; Commissioner of Corpomtidns
e permit to sell end issue 2,000 shares of its stock at and foxr the
price of £10.00 a shere and that the corporation has to date sold
50 shexes 2t taet price to Chester Damico. The regquest is now
zede for simfler euthority from this Commission snd, in aédition,
Lor authority for the corporastion to incur such obligatiors, notes
emé other evidences of indebtedress as it may deeaw ecdvisabdle %o
naixtein, improve and operatc the water system.

It 1s clesr that this Commission has Jurisdlcetion over
the issues of stock to be made by Water Works of Monte Vista, Ltd.
In our minds there is some question concerning the Issue of th6
50 sheres of stock heretofore made to Chester Damico end, in order
o remove any dowbt as to the valldity of such.' stock, we believe
that we should in this proceeding autborize the issue of S0 shares
of stock. The testimory in this connection shows that the $500.00
received througk the sale of the shexres of stock will be uséd. by
the compaxy tc pay the $100.00 purchase prioe ::"or the water system
end to pay, in paxrt, orée.nization and incorporation exXpensoed.

As to the issue of the remainder of the 2,000 shares of
stoclk, for which epplicetion is made in this proceeding, and the
{ssue of notes, obligations and othexr evidences of indedledness,
1t sppears froxm the tesiimony to be the proposzl of tho corpera-
tfom to use the moneys to be realized Irom such sources %o pay
ror oxtonsions and additions to the water systen, to fimsnce the
cost of mepairs, to provide operating eXponses, if necessery, and
sor other corporate purposes. The compam" aid not =zeem, however,
+o be in & position at the hearings ©o advise the Coxmission
definitely of the exact purposes Ior which tae proceeds will be

used, the emounts Of mORSY necesSsary <o be expended, the extent
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of the repelr Wwork & -new additions axd extenslons to be made,
or the exaot é.mount of securities to be issueds It appears to
be the desire of the corporation in this connection to have a
permit to izsue its stock =0 that it ¢con & so0 if at any time
it finds it needs money LfoX any purposee.

Uncexr the provisions of Section S2-b of the Pudblic
Utilities Act, the Commission can authorize the iszsue of sceur-
itiez Zor cortain purposes and ro others; namely, for the acqui~
sition of propexty; for the construction, completion, éxtonsion
or Improvement of facllities; for the iwprovemernt or maintenance
of service; for the discharge of lawful refunding of obligations;
or for the reimbursement of moneys actually expended from inconme
or fran any other moneys in tho treasury of the utility not se~
cured by or obtained fram the issue of seccurities for azy of tho
aforesaid purposes cxcept maintenmance of service and replacements,
in caces where the company shall have Xopt its accounis and vouchers
for such expenditures in such manner as t0 enable the Commission to
ascertain the amount of moneoys 50 expended and the purﬁosea for
whick such expenditures were made. The Act further reguires the
Commissior ir authorizing the isswe of securities to make a finding,
first, thet in its opinion the money, property or lasbor %o be pro-
cured or pald for by such issue 1s reascnably equired for the
purposes speclfied in the order auvthorizing the lssue, and, second,
that except as otherwise permitted in the order In the case of
bonds, notes or other evidences of indebtedness, such pu::posea
- are not in whole or in part reasonably chaxgeabdble to operating ex—

pense or to income.

Eere, not being advised of the extent of the expenditures

to e made, we are not in a position to make the finding as re-
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-qQuired by law thet the money, property or labor %o de procured
or paid for is reoasonabdly required. Further, it clearly appears
that we are estopped from authorizing the issue of stock fo ey
operating expenses.e Tor these reasons, we do not delleve that

we can at this time authorize the izzue o0f 3T0¢k in excess of

the SO sheres sold Yo pay organizetion expenses, etec., referred

to abdbove.

Concerning the request to lssue notes and other evidences
of inlebtedness, we wish o advise applicant that under the pro-
visions of Sectior S2-b of the Act a public utility may issue notes
payable at periods of not more than twelve months after the date
of issuvence of the same without the comsent of the Commission,
although any rerewal or refunding of suchk notes must Be auvthorized.
The record here indicates that any issues of notes or other
evidences of indebiednoss to be made by applicant will be stort
term in thelr character and it therefore appears umnecessary for
the Commission to pass wpon this Tegquest of the companys

It seems that Chester Damico is willing to purchase such
gtock as Water Works o2 Monta Vists, Ltd. might offer for sale
and %% advance money W the corporation. TWe suggest therefore
that the corporation finence its needs, temporarily at least,
with moneys borrowed or open account or through the issue of notes
payeble in not exceelding twelve months after date of issue, which
notes may be issued without seonxing the consent of this Commise
sion, and that it keep'suoh record of its oxpenditures as will
enable it later to placo defore the Commission, should it s0 de-
sire, a definite statement of rropexrty and equiyment purchased,
extensions and improvements made, and other purposez Lfor whick

such. moneys were used, upon which showing the Commizsion can then




meke the findings required by the Public TUtilities Act anéd can
Yasce an order authorizing the izscue of securities.

There remains for consideratiorn the request of epplicant
sor an edjustment cad inerease in the rates for this utility.
Czester Dumice, for applicant, testificd et the hecring %het the
reveaue obiained Lfrom the present rates has not been sulficient to
return the necessery enmucl operating expenses ol the system cnd
srovide the interest redurz which applicént 1 entitled to recelve
oz 1tz iavestment Iin the propertics.

R. E. Savege, one of the Commiscion®s cagineers, sub-
oitsed a report oz the operations of this utility and a detailed
appralsel of the propertlies. The appreisal zets forth the esti-
mated historical cost of %he operative property as 23,220 as
of April 30, 1830, end the deprociation ammulity as 5331, computed
by the five per cent sinking4rund nmethod. The present managemen?y
hos operated the system only since June, 1929, ead for the seven

months (Tuze to December) of 1929 the maintenance and operction

expenses incurred, exclusive of depreciasion, totelled 52,478.30.

Based on an analysis of tae operating expences Zor vhe cbove
period, +the Commission's engineer submitted an estimate of

$2,635 a5 = re&sonable'allowance for the znnual maintonance and
operation expenses for future operatlon of The system. It aeppears,
efter careful considerction and anolysis of 2ll the evidence sub-
mitted relating o the opercting expenses of this utility, thatl

+ne above total should be increased by chout 5200 to cover incli-
dentel exzpeonses waich may be incurred Il any year for miscellaneous
and extraordincry repairs. Therefore, o falr sllowance for ennual

meintenance ané operation expences including depreciation ic




$3,150s The amuel revenues under the rates at present in effoct

total ebout $3,500, which would provide a net xevenue of only

£315 aveilable for interest return or approxinetely one and ome~
helf per cent on & ratc base of 523,220 It is therefore apparent
that az adjustwent of the presenf rate schelule should bo made.
Eowever, applicant canno?t at this time reasonably expect To have
rates established to provide a full interest reiwrn oz the Invest-
ment i2 its properties since the evidence indicates that the sys—
ten i3 at the present time in the development stage and 1s con—~
sideradly overduilt for the nwmbder of cornsumers NOW beling sexvel.
The distridution pipe system has been installod to serve this en=-
tire subdivision of 440 acrose. At present there are 130 con-
sumers and the lexgth of pipe mein per consumer averages I73J
lineal feet. The services are now about sixty per ceat metered
and 1t is the intention of applicant to completely meter the sys-
tem a3 so00on &s finances will permita

The evidence shows thet one of the largestlwate: users
has imstalled & booster pump on his service oonnectién +0 supply
& Teserve tank on the premises. This punp draws directly Ifrom
the street mairn supplying this part of the service aree and has
resulted in so reducing the working presswre thal other consumers
supplied from te same main have veen left practically vithout
water wWhenever this auxiliaxry booster pump is in operations This
practice must be discontinued and the ulllity is directed o
notify this conswumer o discomnect the euxiliery pump Lrom the
service connection or main, provided he has not already dome SOe
The compeny should file a xule with this Comxission whick, among
other things, will forbid the use of private suxiliary booster
equipment &irectly comnected with the utility pipe system and
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require all such equipment on coamsumers' premises 10 receive its

intake supply through a sunpe.

The rate schedule set out in the accompanying order has
been computed and designed to yleld surficient reveauo 0 cover
the above indicated reasonable annual operating expenses and allow
for what 1is cornsidered under the existing circumstances a fair

roturn on the investuents

Application having been mede %o the Raillroad Comission
for oréers authorizing the transfer ol property, tho isswe c¢f
stock and notes, and an adjustment in rates, public heardngs have—
ing beez held thereon, the matter having deen submitted and the
Commisazion now doing fully sdvised in the premises, snd deling of
the opinion that the application should be granted ouly as hereoix
provided and that the money, property or labor to be procured or
peid for through the issue of 50 sheres of stock, as set foxth
in the opinioz preceding this order, is reasorably requized Lor
the purposes specified herelin which purposes are no%, in whole
or in pert, reasonably clargeable to operating expenses or W
inconme,

I7 IS HERSBY ORDERED %that Saxta Clara Valley Land Com=-
peny be and it is hereby euthorized to trensfer to Chester Damico
207 the sum of $100.00 the public utility water system located
{n and about Monta Vista as referred to axi descrided in this
application, and Chester Damico be and ke i5 herebdy authorized
therealter %0 transfer se.id water system for the sum of $100.00
40 Water Woriks of Monta Vista, Ltd., & corporatiole '

17 IS HEXEEY FURTEER ORDERED that Water Works of Mfonta
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Vista, Ltde be and it is kereby authorizeld to issue and sell
Lifty shares of its common capital stock at $10.00 a share azd
to use the proceeds To nay for the water system horeln autdlorized
transferred ‘and to meot in part orgamization and incorpo:&tion
expenscse

The authority herein graanted is subjec¢t to the follow-
ing conditions:

1. TWater Works of Monta Visva, Ltd. shall
keeyp such record of the issue of the
stock herein authorized and of the
disposition of the proceeds as will
enable it To file repoxts as required
by the Rallroeld Commissionts General
Oxder Noe 24, which order, in so far
as applicable, is mede a part of this
order.

2. Within sixty (60) days after the trans~
fer of the properties horein autborized,
Water Works of Nonta Viste, Ltd. shall
file with the Railroad Commission a
statement showing the exact date upon
wkich it acquired possesslon and con-
trol of the water system and a ¢opy of
thoe deed 0 conveyancee.

3¢ The price at which the properties are
herein cuthorized %o de transferred
shall not hereafter be urged belfore
thic Commission or other public doQy
or court as a measure of valuwe for the
purpose of fixing rates or other pur-
POSOS.
It 4is hereby found a3 a fact that the rates and charges
o Vater Vorks of Monta Tista, Ltd., a coxporation, Lor water de-—
livered 40 consumers in and in the vicinity of Monta Viste, Santa
Clara Couwnty, in so far as they &iffer from the rates hereln es-
tablished, are unjust and unreasonable and that the rates amd
cherges herein established are just end reasomable rates to e
cherged for the service rendered; therefore
IT IS EERERY FURTHER C(RDERED that Water Works of Monta

Tista, Lit., a corporation, be end it is hereby authorized axd
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_d.irected to file with this Commission, within twenty (20) days

from the date of this oxler, the Lollowing schedule of ré.tes 7]
be charged for all water soxvice rondered subsequent to the 30tk

dey of Jwae, 1930:

(1) METER RUTES:

Monthly Minimum Payments for Metered Service:

5/8 % 3/4~inch meter=--- - % 200
3/4~fnch metex . 2.50
I1~-inch meter—- - DN
1t=inch metere——== 5.00
2=inch neter 700

3=inch nmeter—=m—c—e=

Each of the foregoing Monthly Mizimum Payments”
will entitle the consumer 10 the quaxtity of water
which theat monthly minimum payment will purchese
at the following "Monthly Quant ity Ratez."”

Monthly Quantity Rates:

For the first 650 cubi¢ fee?, or less

Noxt 1,350 cubic feet, por 100 cublic feet—-=-~ 0.20
Next 2,500 cubic feet, per 100 cudbic feet=~— 0.18
411 over 4,500 cubic feet, per 100 cubic feet~-—~ Q.15

(2) WATER FOR PUBLIC USE:

To be cherged for at regular quantity rates given abdove.
(3) SOMMER HOME RATES:

Lpplicadle to consumers using water for summer ROmess

Arnusl charge payable in advance entitling conzumer Vo
650 cubic feet of water each month for any period of
six comsecutive montks (5/8x3/4=-inch meter)=----5.2.00

Whero water is used in excess of above allowance of
650 cudic feet per month, the above monthly quantity
rates skhell be applied. '

There water is ueed for additional months over six
ir the calendar year, the regular monthly minimum
charges and quantity rates shell apply..

(4) FLAT RATES:

| $2.00 per month for domestic use.




IT IS EERERY FURTEZR ORDERED that Water Works of Monta
| Tista, Ltd. Ye snd it is hereby directed %o file with the Rail-
road Commission, within thixrty (30) days from the date of this
order, rules and regulations goveniing the distridbution of water
to its consumers, seld rwles and ree;ule.tioﬁs % become effective
upon thelr acceptonce for £iling by this Comrissione

For all other purposes, the effective date of +this

order skall de twenty (20) days from and after the date hereof.
Dated ot Sem Framelsco, California, this 3o 5\6.@

o .'\Q/M/ , 1930,
4 L,
%M///f/?}/ //f%
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9bmm1 ssioners.




