Declslion No. 23?‘(';7

ZEFORE TEE RAIIROAD COMMISSION OF TEE STATE OF CAIIFCEXNIA

In the Mavtter of the Lpplication of
SANTA CLARA VALLEY PUBLIC SZRVICE
COIRANY, a corporatiom, fox (1) oxder
suthorizing ifssue of ztocks ané dbouds;
(2) orler authorizing morigage of cor-
valn pudlic utility proporiies; and (3)
Jolnvly with Tred C. ZEkmen, R. €. Leid,
ITrens M. Leldb, Lida Lelid Armsirong,
Zine Leid Wright, Tater Torks of Monte
Vista, Ltd., = coxporation, Loyola
Water Compeny, a corporation, Reose L.
Sixmonds, Joseph Baccloceco and R. E.
Brothexton, respectively, for oxder
authorizing sale and purchase of cer-
tein propertiec.

Applicetion No. 17005

B Qo Qg o Wl Yy & Vol Nl Nl U B e W e St e S

UeCutchen, Olney, iliznnon cnd Greene,
by Jemes D. Ademz, Tor Sante Clera
Talley Public Service Company and
e C. EZhmen.

BY THE COLLISSION:

0P INTONX

In this procecling vhe Ralilroed Commission is askel
to entexr ite ordler é.uthorizing spplicants R. C. Leid, Trank A. Leld,
Lide Leid Armsirong and Zlna Zeid Wright to scil end convey %o Semte
Clara Telley Public Service Compony the properiics, sysitox axd business
refexrred to Ln paregrapia three of this epplicetiorn, and authorizing
applicemts Water Torks of lMonte Viste, Lid., Loyole ?fa‘ae:- Company,

Rose L. Simmonds, Joseph Bacciocco and R. E. Brotherton o sell and
convey the nroporvies, systens end dusinesses relerred To in ;Sdra-
grephs four, five, sixz, seven axd eight of this epplication %o Tred C.
Ehmen, end suthorizing dppliéan‘-: Tred C. Tamen %o purciaese the afore~

cald propervies and sell and convey the seme 0 Sante Clera"Valley




Pudlic Service Compeny, which compeny also asks permission ¥0 purchease
salid properties and the aforeseid propervies, system and bdusiness of
R. C. Leld, Frank A. Ield, Lide Leid Lrmstrong and Zlne Leld 7right
end Tred C. EZamar.

The Commission I{s Ifurtier asxed to enter its oxder
euthorizing epplicant Sanmtas Clere Velley Public Service Company <o
exocutve and deliver a moritzage or trust indexnture upoz the aforeszall:
properties;to issue cnd sell 10,000 sheres o2 no PET Velue common
capital stock ond £250,000.00 of six percent iwenvy yecr bonds, Zor
the purposes hereinefter siated.

It is of record thet egpplicants R. C. Leid, Frank
L. Leld, Lida Ieid irmsirong and Elrne Leid Tright are the omners of
epproximeately 149,380 feet of meains which are used to supply alleged
surplus water produced by the Ieild privaete irrigation system VO aboul

400 censumess Gistribduted throughout the lexger poxtion of the terri-

tory deseribded inm this epplication. R. C. Zeid, Freak A. Leid, Lida

LeiS Armstrong =nd Elne Leid Wright have at all times cleimel and now
cleim thet neither they n0r their nrclecessors in Interest, as owuers
ang/or operators of the properties walch vhey esk permission %o sell
heve ascumed or incurred exy public service obligations. They Join
in this epplication witaout prejudice “o suck claim} It eppears thet
+he present servige given through the Leld system Is poor, due to
inedeoquete pipe lire cepecity snd to the irrigation reqniremgnts ox
the Leid lends. About 97 percent of ke Ieid system is mevtered.
hpplicent R. E. Brotherton 1s the owzer of certal
weter pipes end mains end other property constituting a watgr works
systcm-in the County of Senta Clere zné used to sexve ebout és‘con-
Sumers In the XKellozg Tract immedistely south of tkhe City of Mountein
Yiew. This wéﬁe: systenm comprises chout I9L7 Leet ol mains and £

100 porcen®t metered. The water supply for the systen is adequate and
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tho distridbution system of sulficient sSize so that satisfactory service

can be given. Ze, too, =neinteins thet he heas not eassumed or lncurred

ay padlic sexvice obligesions and joins 2z %ae epplication wivthout -

prejudice to suech eclaim.

A»plicant JToseph Beccliocco Ls the owner ol cervalin
weter pipes and mains and other »roperty coastituting a water worxes
systen serving ebout seven consumers In what is Xnowm es the Monvedello
Acres Trect sdjoining the City of iiountein Tiew ecross the main
Sen Frencisco-San Jose Elghway. It eppecrs that this system comprises
about 9537 Lfeet oL three inch meins. .'I.'he systen 1s 100 pé:cent neterel.
I+ hes {%s own well, temk and pumping plemt and is also connected with
the cystem of R. Z. Drotherton, +o waich reference Lhas been nede. IZe :A
likewise cleims ke hes not assumed or incurreld eny pudlic service od~
ligations and joins in the epplicatior witbout prejudice ‘4{0 zuch claim.

Applicent Rose L. Sixmords is the owner oI cerialin
water pipes end malins and other »roperty corsitituting & walter wox
systenm and comprising zbout 4586 feet of malns and supplying sdouv
nine waiter users in whet is xmown as the Loyole Townsive. The sysvex
s entirely metered. It has no independent water supply. The distri-
bution cysten, however, is adeguate for the present serv'.’z.cc demand.
Sae, too, maintairs that she kas not assumed or imcurred any public
sexvice obligations and joins Ir the eppllcetion without prejudice to
such clicixz.

The Woter Works of Monte Viste, Ltd. is a corpora-
<ion &uly organizcd amd existing uwader and by virtue of the lews o
she Stete 02 Czlifornia and 1sg engeged in the pudliic utility water
dbusiness iz this stete. The company owns a sysvem comprising sbou?
52,899 Zeet of meins and supplies cdout 160 consumers witkin several
subdiviscions known collectively as the lMonte Tista Estates. The systonm

15 ebout 80 percent metored. The present walter supply is inedequase
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and the entire plant is poorly maeintained and impropexly oncrated.

Applicant Loyola Tater Compeny iz & corporatiozn
duly orgenized and exisving under and dy virtue of the laws of
State of Celifornie and 1s engezed in the pudlic wtility water
The company hac a pudblic utility water system serviag aboutr 73 con-
sumers in a group of subdivisions o ¢ollectively as the propervies
o2 Los Altos Gols cnd Country Club. The distridbution system comprises
ebout 42,592 feet of mains and iz said %0 be well comstrucield end medin-
vained,but due to &z inadeguate water supply has not deen able to give
satisfastory service. The system iz 100 percent metered.

The owzmers of +the water systems ﬁo whick referenco
has been male have agreed 4o sell the same o either applicent Senta
Clera Talley Public Sexrvico Company o vo Trel €. Zhmen, who Iin tun
haz asked permisszion to transfer cuch propervies as ne may acquire %o
eppiicant Samte Clere Telley Pudlic Sorvice Compeny. It is the inten-
tion oF the Santa Clare Talley Public Service Company %o engage in
the busiress of a public utility weter corporationm, %o acéuire end
concolidate the aforesald properties, to inter~-comnect then, o0 ¢o-
ordinate ané improve the existing weter facilities and sexrvice, TO
provile an adequate and proper water supply o the territory which 1%
now proposes o serve, znd to oxtend service To areas zow entirely
wishous weter, or, et besst, dependent upon Inadequate or otherwise
unsuitable sources.

The service srea covered dy the different wateX

systems walechd 1% iz p*opowed 0 consolidate under the name oL the
Sante Clere Velley Pudblic Service Comnany s situate within that por-
vion Cleca County lying generally betweon an oast end west
line somewhat zouth of and perellel to the Stevens Creekaoad axnd &

line zomewhat norsh of end parellel witih the main Sen Fraaclsco-San

Jose Higaway and extending Irom about the city 1imits o va Clere

on %the ezcst to Springer Rosd znd lagdzlena Avenue on the west. Wwithin
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this area are tle clties of Sunnyvele and lountaln View end parts of
Los Altos. The cities of Sunnyvale and Mbuntgia Tiew are being sup-
slied at present dy publicly owned water works, while Loz Altos is
being supplied by the Los Altos Water Compeny. It 4s not %he inten-
tion of applicemt Santa Clara TValley Public Service Compazny %o com-
peve with either the municipally owzed systems or with any privetely °
omed public utility water systex.

F. Emerson Hoar, consulting engineer, in Exhibit No. 5, esti-~
mates the reproduction cost new of the physical properties of the
several vendors as of October 1, 1930, at $229,058.00 and the repro-~
gduction cost mew less accrued depreciation at $210,824.00. Tris
estimate of reproduction cost, it appears, includes, in additiom to
the properties of the vendors mentioned hereln, optioms or 32 dif-
ferent pipe lines which are now the propervies ol &ifferent con~
sumers bdelng served by one or the othexr of the existing water Proper-
ties. The pipe lines covered by the options have been Imncluded
beceuse they are regerded as an integral part of the aforementiozed
. water systems. In Exhibit No. & he estimaetes the prodbadle histo-
rical cost of the physical properties as of Octoder 1, 1930 at
$202,934.00. EHe d1d not submit en estimate of the historical cost
less accrued depreciation. Suckh a figure, however, appéars in
Exhibit No. 14, prepared by L. E. Torrey, an assistant engineer for
the Railroad Commission. ME. Torrey reports the estimatéd histori-
cal ¢ost of the proPertiés at $166,515.00, and the historical cost
less accrued deprecietion at $130,492.00. The difference between’
the figures submitted Dy Mr. Hoar and by Mr. Torrey is due pri-
marily to a difference in the percenteges allowed for overhead ex~

penses , to a difference in velues acssigned %0 lands and to a

difference in unit costs. -Neither has izcluded any allowance: Tor
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organization expenses or development costs or Ior waler Tights.

Mr. Zoar testilied, however, that in his opinion the expenses iz-
cident To the acguisition of the properties emnd the preparation of
the necessary date for presentation in support of this epplica-
tion, and to organize %the Santa Clara Valley Pudlic Service Com-
pany, will be in excess o $15,000.00. The cost to applicant

Senta Clare V&lley Public Service Company of acquiring the exist-
ing properties and pay organization, legal and engineering expenses,
is reported at about £$60,000.00. In addition, the new compeny
\proposes to expend about $225,000.00 to inter-commect the scveral
'systems,‘enlarge and repléce Pipe lines, develop new sources of
weter supply aml provide serviée t¢ new consumers. The ¢ompany's
consvruction program is outlined iz Exhibit No. 2. The fteztimony
of Ixr. Hoar shows that the program outlined in Exhidit No. 2 has
been modified 4in that it Iis now the plan to lay & sii,inch instead
of an eight ineh lime down Grant Road Zrom the intersection of
Fremont Avenue to the Permanente Creek souTce a;a t0 change the sup~-
ply line Irom Stevens Creek to Fremoat Avenue by way of Tright
Lvenue cross-country from en eight inch to & six inch line. The cost

of the initieal development is summarized in Zxhidit No. 2 as fol-
lows:

A~ Fater supply system:
l. Sources of weter supply:
(a) Stevens Creek(streex)....%12,270.
(b} Stevens Creek{Delta)..... 38,810.
(¢) Permanente Creek(Delta).. 27 960.
(d) Leid contract sSuppPlyeecsces 3 460.

| Total ToT SOULCES.evosoemrme e 582,500.

2. Loyola District Storage & Booster '18,280.,

3. Inter-connecting trunk feeder limes.. 52,575.
(as modified dy testimony of
Mr. Eoar)
4e Distridbution systenm
(a) Primery 1ineS..cccceceecc.. 15, 090.
{b) General disiridution
| lines I FEY S FF NN RERNNLZY] M 265.
(e) Services and meter
- TO‘UBJ. 'EEY T Y RN FY ¥
' A Grend 4%0t2lececcncaces
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There are at prezent about 700 comsumers recoiving water
Trom the severel {ndependent systems whick it is proposed %o con-
solidete. 'fhe 1930 operating revenue Irom service rendered to
655 of such consumers is estimated at $16,200.00. The m:m:oez:‘o:'
present consumers, it is alleged, camnot be teken as an accurate
index 02 the existing derand accessidble o the present mains of the
operating units. Shoritage of water, iradequate facilities, im-
proper operations and the reztricted service e.re‘ seid %o have held
the number of consumers 0 & minimum. 2r. Zoar assumes that the
new compeny will have 1413 cozsumers during the last twelve months
of &n assumed 18 month preliminary development period. In the
meantime, if 1t is successful in obtairing the added water supply
waich it contempletes, 1ts supply for the critical summer period will
be 4,100,000 gallons per day end the demand, 1,250,000 gelloms ver
dey. &t present the demand during “ie criticel period i1s about
410,000 gellons per dey and the average supply 680,000 gallons per
deye. | ,

In Zxhidit No. 13 attached %o the petition, the operating
revenues of Sente Clare Valley Public Service Coxpexy for the ini-
tial period are reported at £57,570.00 per annum and “he operating
expenses, exclusive of depreciation and taxes, at $25,970.00, ‘leaving
$31,600.00 of neﬁ revenue before taxes end depreciation. From the
$31,600.00 there is deducted for interest 215,000.00, :‘6:: deprecia-
tion $4,610.00, for texes $1,800.00; making etotal of 221.410.00,
which leaves for surplus $10,190.00. In a statement filed subse-
quent to the hearing, Mr. Eoar takes the posivion ﬁha‘a, considering
the cherecter of availadle business, his estimeted revenue of $40.74
per consumer is emply warrented, azé iz fully Jjustified; iz com-
pgrison with the actual experience of other operating water uwitili-

tles on the San Francisco peninsula. IZe ther refers %0 Los Altos

Water Company, whick, iz 1928, reported & Tevenue pOr LONSUMET OF
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$47.12; %o Bear Gulch Water Compémy with & revenuwe oF $53.64 por
congumer; to Sen Jose Water Works with a revenue of $28.42 per
consumer; and Spring Velley Water Company with & :evénue of £61.77
per comsumer. There ic mothing in kis report to show that the
service conditions of the Tour compenies mentioned are the same

as will be tnose oF applicant, Santa Clare Valley Public Service
Company. There is & large wvariation in the average revenue

per consumer of &ifferent water companies. Referring To the
properties before us; one shows for 1930 & revenue of $27.75 per
consumer, another §21.87, end enother $29.33. The average IoX
the three properties is $26.45. Not only does he s{zggeSt that thé
revenue from the 635 consumers can de increased from $16,800.00 to
32'5,8'70,00, but the number oF consumers cen de increased Trom 700
to 14l13-for the last twelve months of an initial development period
of eighteen months. Eié conclusions in regard to earnings and
nunber of consumers for the period mentioned 4o not appear reason~
able to us.

There-is no doubt dut that there is necessity for the
development of an added weter supply 0 serve the territory men-
tioned herein. Likewise we believe thet it is in the public in-
terest thet the several independent systems be consolidated and
reconstructed. Ve do not delieve, homever, that it 15' in the
pedlic interest thet all the cash which epplicent Semta Clera Tal-
ley Public Service Compeny will imvest in these properties should
be obtained from the issue of bonés. We are mot ummindful of
the fact that the record shows 2600 shares of stock applied for
would be issued Lor :':construction purposes. The record, however,
1s uncertain when suck stock would be sold. As we reald the recoxd

1n this proceeding, the company will have to raise $285,000.00 to

acquire the aforesald properties, pey organizatiocn, legal and en~

8-




gineering expense, and carry out its initial development programe.
¢ occurs to us that the Santa Clara Valley Pudlic Service Conpany
should obtain at least ome thaird of suck cash from the issue and
sale of stock. This stock, we think, shouwld be =so0ld an@ the pro-
ceeds expended for the purposes hereln stated, beroré any bonds
are issued and solﬁ; This would mean that the proposed bdBornd issue
be limited to $216,000.00. If the company's revenues at the end
of the 1n1tial'&evelopmenz periold approxima%e the estimates herein
subnitted, a larger proportion of the funds needed %o finance its .
final developmen? may be obitained tarough %the sale of donds.
Under the record in +this proceeding we dbelieve that Sente
. Clare Velley Public Service Company should be permitted to issu& on |
a basis of $25.00 per share, 7220 shares of stocke OFf this stock .
3420 shares mey be issued and delivered igﬁgzyment Lor %§37§§3égr-
ties and 3800 sheres shall be sold for cash et $25.00 ver share and
not exceeding $60,000.00 of the proceeds used <o pay the cost of
acquiring the aforesaid properties, pey organization, leggl and
engineering expenses and the remainder wsed to pay in p&r%?gie imr
provements described ir Exhibit No. 2, as modified dy the testi-
mony of Mr. Eoar. |
The new company has not yet submitted & copy of its,pro~
posed trust indexnture. The euthority herein grented %o issue bonds
will not become effective until the Cormission hes authorized the
conpeny to execuzé an indenture to secure the payment of the dords,
nor untll the Commission has been furnished with & statement showing
The purposes for which the aforesaild stock proceeds have been ox-
pended. o ‘
The Santa Clara Valley Pudlic Service Compeny, if 1t ac-

quires Yhe aforeseid properties, intends to apply %o the Boerd of

Supervisors of Sante Clera County for a franchise. AIn the meen-
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time, it requests that the Commiscion gremt it & temporery certifi-
cate 1o comstruct, maintein and operéce & pudlic utility water
system. This request was xnde &% the hearing on VYhis application.
¥eo bellieve that 1f the company decirez. a cervificate oL public con~-
venience and nccessity, it chould £ile a formal application for such
e cortificete. The authority herein granted %o sellland acquire
properties and issue stock will become effective upon the granting

of such a certiricgte.

The Railroed Commission heving been asked to enter its
oxder authorizing the trensfer‘of properiies ané the issue of stocks
and bords end the executlon of a trust indenture, as indicated Iin
fhe Toregoing opinicn, a public hearing keving been held bvefore
Examiner Fankhauser and the Cormission being of the opinion that the
money, property or ladbor %W bde procured or paid for by the issue of
the stocks end bonds herein autorized, is reasonadly required for
the purposes herein stated, and thet the expenditures for such pur-
poses are not in whole or in part reasonably chargeablé tO‘Oper-
ating expense or to income, and thet this application should be
granted to the extent indiceted in this ordexr, and dismissed with-
out prejudice in other respects, therefore,

IT IS HERZEY ORDERED as follows:
1. R. C. Leid, Framk 4. Leid, Lide Leid Armsirong and
Elzz Leid Wright be, and they aTe heredby euthorized, after the ef-

fective date horeof and prior to September 30, 1951, +o sell exnd

trensfer the properties deccrided in Zxhibdit No. 2, attacked to
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the petition in tils proceeding, to Santa Clare Valley Pubdblic Ser-

vice Compeny, which is heréby authorized to acquire said proper-
ties.

2. Tater Worke of Mozte Viste, Ltd. bde, anﬁ it is hereby,
authofized, efter the effective dete hereof and prior to Septem-
ber 30, 1931, to’sell the properties descrided in Txhidit No. 4 at-
tacked to the petition in *his proceeling, to Fred C. Ehmen, who
is hereby authorized to purchase suck properties and sell and convey
“he came to Sante Clara Valley Pubdblic Service Company.

3. Loyole Water Compeny be, and 1t 4s heredy, suthorized,
efter the effective dete hereor and prior to September 30, 1931,

To sell the properties descrided in Exhibit No. 6.attached to the
petition in‘tnis proceeding, to Fred C. Thmexn, who is heredy suth-
orized %o purchkese such properties and sell and convey the same

to Santa Clare Valley Public Service Compeny.

4. Rose L. Simmords be, and she is hereby euthorized, after
the effective date hereof and prior o September 30, 1931, 4o sell
the proyerties descr;bed in Exhidbit No. € attacheld To the petition
iz this proceeding, to Fred C. Zamen, who 1s héreby authorized to
purchase such properties and sell and convey the ssame to Santa Clara
Valley Public Service Compeny.

5. Joseph Bacciocéo be, ané te iz heredy authorized, after
the elffective date and prior to September 30, 1931, to sell the pro—
porties descrided in ExRidit No. 9 ettached %0 the petition in this
proceeding, to Fred C. Ihmenm, who is heredy authorized to purchase
such,prOperties and sell and convey the same to Sexta Clara Valley
Public Service Compeny.

€. R. H. Brothertorz be, ard he is hereby authorized, after
the effective date hereof and prior to September 30, 1931, to sell
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the properties descrided in Exhibit No. 10 attached % the petitioz
* in this proceeding, vo Fred C. Ehmen, who is heredy euthorized %o
purchase such properties and sell and convey'the same to Sante Clere
Valley Public Service Companye.

7. Sante Clars Valley Pudblic Service Compeny de, and 1t is
hereby, after the effective date hereol and prior to September 30,
1931, authorized to acquire the aforesaid properties.

8. Santa Clara Talley Public Service Company is hereby asuth-
oriied o issue and sell on or before Septemdber 30, 1931, 7,220 shares
of 1ts common capital stock and use 3,420 of said shares of stock
to pey for the properties which L% is herein authorized <o acguire,
end sell the remaining 3,800 sheres oF stock at 1o+ less than $25.00
per share, and use of the proceeds not exceeding $45,000.00 to pay
in part the cost of acquiring the properties referred to in the
foregoing opinioz; to use not exceeding $15,600.00 t0 pay organi-
zation, legal and enginecering expenses, and vo use the remainder
plus such portions o2 said $45,000.00 and §15,000.00 no+t nceded for'
seid purposes, 1o pay in part for the additions and betterments out
lined im Exhibit No. 2 filed 4in thic proceeding, as such Exhivit
No. 2 1s modified by the testimony of . Hoar. |

9. Santa Clara Valley Dublic Sexvice Coxpany ic heredy a2uth-

orized to issue and sell on or before December 3L, 1931 at not less

vazn ninevy percent of their face velue and acerued inverest, $216,00Q.

of six percent twenty year bords and use the proceeds to pay, in part,
for the addi?ions and betierments described in Exhibdit No. 2 as such
exnibit 1s modified DY the Testimony of Mir. Zoar, provided that nome
of such bonds may be issued, sold or delivered uwntil the Commission
has authorized the compeny to execute a deed of Ttrust to secure

the payment of the bonds, nor until the Commission hes been fur-
nished with a statezent showing the purposes for which the pro-

ceeds from the sele of 3,800 shares of stock have beern expended.
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10. The authority herein granted to transfer properties
and issue stocks will not become effective until the Commission has
granted to Santa Clars Valley Public Service Company & certilicate
of public convenience and necessity authorizing ;t to ¢consziruc?t,
maintain and operate a pudblic utility water system in the terri-
tory outlined in this gpplication.

ll. ©Santa Clare Telley Public Service Compeny shall keep
such record of the issue of the stock end bonds herein aunthorized
and of the disposition of the proceeds as will enable it vo file
on or before the 23vh dey of eachk month e verified report, as re-
guired by the Rallroed Coxmission's General Order No. 24, which
order insofar as applicedle, is made & part of thia order.

l2. va. Clara Valley Public Service Compexny shall pay
tae fee prescridbed by Sectior 57 of the Public Utilities Act, which
foo it Two Sundred amd Sixteen ($216.00) Dollars.

13. This application inséfar‘as it involves the 1s$ue oL
2780 shares of stock and $34,000.00 of bonds bve, and the same is
heredy, dismissed without pre judice.

l4. TUpon acquiring the properties referred to in para-
graphs (1), (2), (3), (4), (5) end (6) in *this order, Senta Clare
Valley Pudlic Service Company may charge %o rixed cepital accounts

not exceeding $166,515.0C which shall be offset by sccruveld depre-
clation of $36,017.00 and not exceeding 5220 sheres of comxon stock

on a besis of $25.00 per share.

15. 3or ell other purposes the effective date of this
order shall be twenty(20) deys after the date hereot.

DATED at San'hancisco, Californie, this z — doy of
February, 193l - Vf”;’j;m

-

v L. Lommissioners




