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L

‘ _'g‘ozj\j_'m uojsioeq

" In the Matter of the anplica.‘tu.on of
(1) SANTA CLARA WATER & IRRIGATION
COPANY and FARUERS DITCE IRRIGATING
COYRLINY to sell to FARIERS IRRIGATION
COMPANY and RIVER STREET DITCZ CCMPANY
the so-ca.lled. "Fermers Ditch and Water
System“’ and The aunrovaa. of an agrec~
ment adjusting "‘igh‘ts in and %o the
waters of the Santa Clara River: (2}
. -...VER SIZEZT.DITCE CCLRANY to 13sue
$10,000.00 var value :of stock: (3}
"A. NERS IRRICATION CQURANY to issue
59,000 0o par ‘value of stock, plus
such sy ad&itional amount as the Raile-
- road Commission may. allow %o pay ixcor-

' ;pora.t io:n expensa

Lpnlication
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George E. rarra.nd and L.W. Andrews for Fermers Irriga.tion
cOmpany,.?armrs Diteh Irrigotirg Compary aud River
Street Ditch Company,- applicants.

WeE. Barnes anéd Hugh L. Weldon, for Sante Clara Tater =nd
Irrigating Company, aypllicazta..

Zarl . Mogs for Vineyard Ditch Company, protestant.

BY 7ER COMNTSSION.

OPINTOR.

' .l . In~ ‘th;sh applic&!tlon Farmers Irriga.’cion Compaxny, & nevr
cowora.tion,wka au‘bhority to duy the so-called Farmers Ditch and .
Weter Rights, located 4n Ven..w:a. County, from Santa Clare Water and
Irrigetizg Compeny and ParmersDiteh Irrigating. Company.  The two.
latter éompanie° join iz the epplicetion. K description of the -
property £3 found in .u:hi'bit 3" a:b:t:ached t0 the petition neroin.
| "n order 0o nay Lox the aforesald properties Formers Irriga-

tion Compeny desires to isswe and soll $59,000.00 of stock at para b ,;8,;, :
. _ i it




It also asks for a.uthbr:!.‘cy to issue stock for organization ond legal
oxXponses in an amouxt %0 be determined by the Commission. |

’ | River Street Ditch COnpa.ny‘asks for authority to issue
and sell £10,000.00 of stock at per, the proceeds to be palld to
Senta Clere ':Ie:tef and Irrigating Compeny in return for certein
rights end privileges whicb.,it‘expecfs %o gain through the trensfer. -

The Commission 13 also asked to approve certain con-
tracts and agreemeﬁts between the above mentioﬁed 'par'ti'es a8 here-~
inafter more fully set forth. |

| A hoaring in this metter was held before Examiner Encell
at Veaturs on Gotober 23, 1917. A4t the hearing, Barl E. Mose sp-
peexed as reyresentative of the majority _stockhdlder of Vineyard
. Ditch Compeny sud asked leave and was granted permission to £ile
subsequent to the hearing & statement as to the position of his
¢client. Xr. Xoss has recently advised the Commiszion that he does
not desire to aveil himself of this privilege.

The primary purpose of this application appesrs to be
to settle ceortain gquestions long in dispute and litigafion botween
the parties hereto. . For an undefstanding of the situationz, it |
geems necesSsary :to. describve briefly the location of the pr&per‘ty pro-
posed to Dbe transferred and the relations exieting between the par- .
ties directly Or indirectly interested ixn safid property. . B

The Sants Clare River £iows across Ventura County in &
genexral v&osterly'dir&ction. Near the city of Sente Paula In saild |

county four Gitches divert water for irrigaetion purposes. These

ditches are: |
| (&} .~ Farmers Ditck upon north side of River,
intaxe approximately 1-3/4 miles above Santa Paula, owsed
by Ssute Clars Water axd Ixrigating Company. Certain xights
therein sro claimed by Permers Ditch Irrigating Compsny.
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(b} .~ River Street Ditoh mpon morth side of river;

intake Just above Sente Raula, owned by River Street -
Titeh Company.
| ( c}.-Sant& Clara Diteh, orn south side of river:

intake approximetely & miles below Parmers Ditch, owned
by Sante Clara Water and Irrigating Company.

(&) .- Vizeyard Ditch, on south side of river; intake
epproximately 2 miles below Santa Clara Ditch, owned dy
Vineyard Ditch_ Company.

The Farmers Diteh L£irst descrived, together with its
sppurtenant water rights, ie the property mow sought to be trens-
ferred. This cl:!.‘t;ch kas passed through many chaxges of ownershiyp
and a deteliled alstory of these changes will be found in Decision
Rumber 1452, (Vol. 4, Opinicns oxd Orders of the Railrosd Commission
0% Californmis, p. 810). .

| Sa.:ita. cla:a Water and Irrigating Compeny, the present -
owzer of this ditch axd water system, hereinefter sometimes referred
to as Sants Clara Compary, '?ms i:'acorporated‘ on Jarusry 5, 1871, with
su guthorized caplitel stock Lssue of $50,000.00 which was subsequent- |
1y increased to $250,00d.oo.‘ %s apumsl réporb: to this Commission |
for the year ending December 31, 1916 shows sﬁock actually issued amoune
ting to $48,250.00- ﬂ!hg company has an outstand;ng‘bo;;déa indebted~ -
zess of $100,000.00 0f 6 per cent first morigage gold bonds, dated
Febiua.ry 1, 1906 and maﬁxing Febrwjr L, 3.926;. Those bonds are &
£irst 1ien upon all the resl property of the compeny including
Tormers Ditch.  In addftion to. opersting the Fermers Ditch, the
Santa. c:.a;:ta. Compeny also operates the Sants Clara ditch looated on
‘the soutﬂ side of the rivgr. . At the present time, irrigating waters |
for.‘ vineyé.rd Titch Company are diverted by Santa Clara Company
througﬁ 1ts Santa Clara ditck under a temporary arra.ngément between

the two compa.nieé. ALl of the bordholders of Senta Clars compa.ny, :
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ee well as the Metropolitan Bank and Trust Company of Los Angeles,

trp.stee wnder the mortgage securing the vayment of the boxnds, have
agresd to the sale and trapsfer of .the so~called Parmers Diteh and
appu:jtenant water rights. IZ the application is gran‘t:qd, Santa
Clara Compeny proposes to retire £50,000.00 0f its bonded indebted-
ness. The ba.lé.nco of the fuwnds received from the sale of the prop-
oerty will be applied t¢ the reduction of note indebtedress.
| Parmers Titek Irrigating Company was Lncoryporated on
June 16, 1898, ‘with sz suthorized capitel stock of £100,000.00, of
which $35,000.00 pax value 19 voutstanding and 18 owred by ILimoneira
Company, the la'tter corporation be .’mg engaged in farming and growling
of oranges, lemons, walnuts and boans.
Farmoers Diteh Irrigating Company was at one time the
sole owner of the Parmers Diteh axnd Water Rights. On September 21,
1904, it tre.n.,ferred ‘ch.e d1tch and water rights to one Leopoldo
Scnia:opa I?ietra., who or April 15, 3.905, transforred his title to
Sants cla.ra. Company for & cons.idera.tion,of ,~,33»,995.c_>o. At the time
Rermers DAtch Irriga.ting Company trans ferred. tﬁe property to Schmizpa.
Pietre Lt reserved 200 lnches of water which. it had mmdertaken to
d.eliver fo:; an Indefinite period to cerialn la.nds then ovmod. by a°
Xrs. Remsey and now owned by Timoneire Company. This recervation
é.lso :anluded.‘-the neoessary right of way and easement Lor the trs.ns-
voration of ..aid wa.uer. The same reservation a.pooa.rs in the
dead from Sch.tappa Pletre t¢ Senta Claxa COmpany. ...chianpa. }?ietra,
and Senta Clars Company &S his snccessor, also assumed to contract
with ﬁeml‘Bélﬁ Water Compeny, & mmiual water compeny, agreeing to
farnish for a p_eri’.od- of forty yezrs 2.00. incheas of weter a"tva.‘ ngrly
reatel of $800.00. |
In July, 1912, Santae Claras COm'oa.ny £iled 1ite applica-
tion Jumbex 136 wi‘ch this Commission and asked a.uthori‘ty to increa.se

1ts rates to a. uni:fom basis of 25 cen’cs por day inch. At theﬂ: time' x
e ‘




1t was delivering 200 inches of water to Thermal Bélt ﬁa.’cer Company
at & yearly rental of %800.00 and 200 inches of water to Iimoneirs
c.ompa.ny without remurerstion, under the contrac'{;s ozf, reservationa '
above referred to.
The Cormission im Decision num‘oer 1452 fixed the rates |

to de charo-ec't by Santae Clars Company as follows: ‘

Por wa.ter furnished Thermal Belt Water compa.ny, «+$2,0C0 per year;

For weter furaished Iimorelirs Co:npa.ny,............ 2,000 per year:

Tor wator furrished u.ll otaer consumers,...... «eae 20¢ por mivers
. day inch..

.U.'ter the mazing of the Commisaion’s ordexr, Thormel Belt
Weter Company, the Timoneirs uompa.ny and “...mers Diter Irriga.ting COm-
. poxy a:oplied to the Snpreme Court for a writ of review, which was

granted. )} J¢my 23, 1917. the couxrt aflirmed the order of the

Commiscion and on Februsry 19, 1917, denied the application of peti-

tiorers for & rehearing.

Chereafter Trormal Belt Water Company doclined to receive
any wetor from Sa.n‘bs, Clara Company and & con'tent:.on then arose between |
it and _n'ca Clara Commy as to whether Thermal EBelt Water Conma.ny
wes obligated to pay for said water at the rate £ixed by the Cormmission
whether it took any water or 1o%, it beimg the conmtentfon of Santa
Clars Compsny that the order of the commiesién with reference ‘to-l the
Trermal Belt Water Company waa merely & modification o2 tae leasze to
tne extent thet 1'2: modified the rate to be charged. Thermel Belt
- Water Compexy, on the other hand, contended that tho order of tke
| COmmisaib_:x suvalidated the whole comtract, mede it & consumer noerely
2nd that 12 4t 414 not take any water it'.should mov 'pg.y the 'mto.
Parmers Ditor Irrigeting Compeny for ite part contended that the order
of the Commission and ’c'de order of the Suprome Court dezlt merely

with the que’st:t.dn o:f.v'tho rate and that the Commission had no a.uthori_‘;y
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to determine the title to the 200 inches of water. Ig.answér %o
this Santas CIara Compeny contended thet the Commission had completd
j@ris;iction not merely over rates, dut also to txy title, taat it
took Jurisdiction, heard testimony and 414 determine that the said
+ deed to Schlapps Pletra in so Lfar as it attempted to reserve 200
inches of water and the neceos3ary righta of way was sucih as to con-
vey title absolutely to Schiappg Pletra and that havirg acquired title
by his d._eéd., he conveyed title to the Santa Clare Co.::ipany and that
the title to the Farmers diteh and all rights sppurtensnt thereto
have vosted and now'veSt,in_Santa Clara Compang:A Parmers Ditch
Irrigating Compeny srgunes that this conclusion does mot Lollow from
the decision of the Commlssion nor from the decision of the Supreme
Court but that oxn the contrary thore has bean at all times oven to
”armors Ditek xrrigating COmpany its right to determine the title to
the 200 inchee of water in o couwrt whick wonld have Jurisdiction to ad-
'*uéﬁume t§3§§°§§ ggal property and utates that it has considered the
zettor of & recision ol Its contracts between it and Santa Clara
Company upor the ground that it was uwnderstood that the effect of |
the deed was to reserve o part and to coxvey 2 paxrt, and that Iif now
‘1t be hold that thet is not the true legal offbct of these instru~
wents, the parties were laooring wnder s common mistake of law, and
forther, that there-was'a fallure of consideraxion moving from the
vurchaser to the Farmers Ditck Irrigating Coﬁ@any.

A1l of these 1ssues have developed clsims and counter-
claims between the‘several parties, and it is for the purpose of at-
tempting to briﬁg gbout & complete settlement thereof without fuwr-

ther 1itigazion +that the present avvlication is mede to this Com-

nisvion.
A3 o result of negotiations between Mr. c.c..meague,'

manager of the Limoneirs COmpany, tkhe Santa Claras Compaxy and.Farmzrs

Ditek Irrigating Compeny, the Santa Clars Companyhas agreed to sell :
5= qugf




its interest in the Farmers ditch and rights appu:'téna.n‘t thereto to
¢.C. 'ﬁ‘.eague or his nominee Zor $61,500.00: the Farmers Ditch Trri-
geting Compeny has agreed to sell 1ts righis and interests mnder the
reservation referred to irn the same property to C.C.’ Teague or his
nominee for %7,500.00. |

Oz or abowt July 23, 1917, Mr. C.C. Teague caused to be
oxrganizoed the ’?‘armers Irriga’tion Companp‘ having an aunthorized capital
stock of -r.:lO0,000.oQ divided into 1,000 shares of i o the par value of
$100.0c egcir. He has selected the Tarmers Irrigation Company as his
nominee to finance the transaction referred to in the foregolng para-
greph. It is proposed "t:ha't the Farmers Ixrigation Company issue
and sell to Limoneirs Company $59,000.00 of 8 ock at pér forhca&h-
$51,500.00 0f the proceeds to be paid to the Sanza Clare Company for
its nro;:a:vies and $7, Soo.oo to be nai& to xa.rmers '.Ditcn Irrigating
cOmpany. It is further broposod. that the R:Lvor Street '.Ditch
Company, owrer of the River Street ditek, issue t0 the Thermal Belt
Water Company, s mutusl company, ot par for cash £10,000.00 of stock
and use the proceed‘.s’ to pay the dbelance due on the purchase of tke
.Santa Clars Company proverties by Farmers Irrigation Company.

Rifor Street Ditca Coma.ny was incorporatod on or advort
December 15, 1916, with axn authorized capital stock of 9,1;20 000.00
divided 1nto 2,000 chores of the par value of §100.00 per share.

By Decision Number 4241, dated. April 11, 1917, 1t was3
suthorized to issue a.nd sell £5, Soo.oo Par va.lu.e of stock to purchase
pronertj and pay for organiza.tion expenses. Ten-elevenths of the |
ontstanding stock of the River Street Ditch Company is owned by '.Ehermall
Belt Water Coma.n:;r, which in ’cu:'n is controlled by thc Timonoira Com-
PEIT - As said, the R.’wer Street Ditch Company now dosires authori-
ty to issue and sell at paxr 1o Thermal Belt Water COmany addi‘biom.l

stock in Tae amoun't of £10,000.00. It desires to use the proceed.s

to pay in part for pro;pertief' to ve a.comrod. by Farmers Irrigation _: B

UgT'e)
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Company from Sents Clara Compeny.  Mr. C. C. Tesgre Justifies
this payz‘ne:.:n:. upon 'ﬁho ground that if this applig:ation {8 grented,
the River Street Ditch in common with the Parmers Ditch will e "
extitled to one~half of the water flowing in the Santa Clars River
to wWhich Santa Clare Weter & Irrigeting Company and River Stroet
Ditch Company are now entitled.  This ho holds is ez important
consideration for the reason that the righte of the River Street
Ditch Company have never been ad:u&ica.té& and 'ﬁhat the ih.ta.h.

o2 the River Street Ditokh Company i3 delow that of -the Fermers
Diteh,  He alsc calls the Commission’s attention to the fact
that if this application is granted there will bde vected In the
Limoneira Company the ultimate control of two public ae:fvicé
corporations = Farmers Irrigation Compeny and River Street Ditek
Company. The tostimony showe that it iz the mtontion of the
two compenies to make a Joint diversion of the waters in the
Santsa C:Le.ra River to which they are ontitled and by such Joint
d.ivorsion and Joint operation roduce the operating expenses.

. Under the ciroumstances of this case, we believe
that the Rivexr Street Ditch C:ompa.ny may be pomittod 4o :I.eauo
$1.0,000.00 of stock for the purposee indicated, with the under~
stending tha.t the issue of this atock will never be urged upon
the Railroed Commission or any other public regulatory body as
& measure of value for the propertiea of River Street Ditek Come
pé.ﬁw acquired through the issue oZ stocik.

The perties %o this applicetion have entered into
&0 sgreement (Exhibvit No,. 4, sttached to the poti.tién) wder the
terms of which they will 4ivids the waters of the Sauta Clara
River to which they are entitled.  Mr. George E. Ferrand;
comnsel for Farmers Irrigats.on Compeny tostiﬁed. that the ;pa.rts.os
hereto were not attempting to divide 21l tho waters of the River
but only such to whick they are entitled. In genoral the

agreement provides that the walter shall be eqné.lly divided detween




Farmers Irrigetion Company end River Street Ditch Company on the
one hapd, and Senta Clars Water & Irrigating Compeny or the other
hand, The latter company agrees t¢ protect the two Lormer
companies Lrom any olaims to s2id waters by Vineyard Ditch Company.
_ Wr. George C. Powers, engineer for and 'preaident

of Sante Clara Water & Irrigating Company testified that in his
opinfon the Santae Clars Compexny wi?.l encounter no d1fficulty in
sstiefying the deﬁ:a.nda of the Vineyard Ditch Company and that
he kmew of no reason why this desl could not be consumated or
that 1t Will in&y way prejudice public service.  Prom data
submitted by applicerts it appears thst the proposed division 5:'
the water as agreed upbn is ressonable.

fhe Parmers Irrigation Company and River Strect
Ditch Compeny seked for suthority to make a Joint diversion of
the waters to which they are entitled.' whenever they deem a Joint
dii'orsion dosirable. Such diversion skould result in a material
reduction 0f cperating expensee, It is of course understood that
the joint diversion Will in no wise interfere with proper service.

Mr. George C. Powers, president of Sants Clarz
Tater & Irriga.ting‘ Conrpény appraieced 'tho prOperiiee to ve soldl and
trensferred at $136,190.10 e8 of Octobder 1, 1917. Ee allows

$67,819.,00 Zor rigkts of wayemd Lloatage rights 3§ $43,290.10 for

structures and $25,000,00 for water rights. Mr. Jemes Armstrong
asaistant engineer of the Reilroad Commiseion appraised the |
structures at, $32,930.60 and the rights of wu.ym-dllﬂqatage righte -~
at $7,006.16, total $59',;956.’2"5. Mr. Armetrong made no attempt

to ascertain the value of the water rights t0 be acquired by
Pormere Iri'igation Companye. He endeavoreld to £ind a hiétorioal
reproduction cost lesz deprecistion of the rights of way srd struc-

tures. Mr. Powers, on the other hand, in appraising the property




used present day pricéc. This difference in method accomntis
primarily for the difference iz the appraisal of the rights of way
and structures. We believe that the property to be sold and
trangferred is reasonably worth the amount of atock to be issued
in exchange therefor and that therefore it is wmmecessary for
the cémiz:t.s'sion‘ to adopt either the appraisal of Mr. Powers or that
of Xr. Armetrong.

In addition to*iasuiné $594000.00 of stock to
acquire properties, Farmers Irrigation Company asks authority to

iszne stock to pay orgenization expenses. These expensos are re-

ported at $1,591.01.To pay the same we believe that Fermers YTrri-
gation Company a_honld be permitted to izsue at par ¥%,;690.00 of
itz common capita.i' stock.

ORDER

SANTA CLARA Wm & IRRIGATING COMPANY and FARMERS
DITCE IRRIGATING CQMPANY heving epplied to the Reflroad Commission
%o el to FARMERS IRRIGATION COMPANY the so-celled PARMERS DITCE
snd WATER SYSTEM snd TARUERS IRRIGATION COMPANY and RIVER SIREED
DITCHE COMPANY havﬁng applied to the Railroad Commission for sm~
thority to issue stock and said companies.having asked the Railrosd
Commission to spprove & certain agreement to which 're.f.erenco has
been made in the foregoing Opinion;

Axnd o public hearing having been helci;

And 1t appearing to the Raflroad Commiceion toat
thie application ehowld be granted. 2nd tﬁmt the money, property
or laboxr to be aoéu.iroa through the issue of the stock herein
suthorized 18 reasonably required foxr ;t:he purposes specified in the
Order and that the oxpenditure# for said purposesare not in whole
or ..'x.n part ressonably chargeable to operating expenses or to income;

10,




7 IS TEREBY ORIERED as follows:~

1.=Sants Clars Water & Irrigating Company is
heredy authorizoé. to gell and transfer to Farmers Irriga~
" $10n Company for $61;500.00, the so—called Farmers Ditel
and Vater System described in Exnhibit ™37 attached to the
petition herein.

2.-:!‘mera DPiteh Irrigating Compeny ie heredy
suthorized to sell its interest in said Fermers Diteh
and Water System to Farmers Irrigetion Compeny Lor
37,500.00. |

B, ~Pormers Irrigation COmpanq is here'oy au.thor:.z-
ed to isesue st not less than per va.lue/ caeh. $60,600.00 of
atoek and unse the proceeds for the following pnrpoaes:-

a.~The smm of $51,500.00 to pay in pert,
for the properties to be acquired from Sante Clera
Water & Irrigating Companye

'b.-m sum o $7,500.00 to pey for the pro-
poerties to be acquired. from ;S'amers D:.tch I:rig&‘t-
ing Compeny. | |

c.=The sunm of 31,600.00 %o pay £oT orgeniza-

tion expenses.

4.~River Stroet Ditch Company ie herg'gg:;authoriz-
ed to issue &nd sell at not less than par value/cask $105000
of 3tock and use the proceeds tS pey in part for the proe-
perties to be acquired by Farmers Trrigetion Conmpany £roém
Sante Clars Water & Irrigatins Companye.

5.-Sente Clers Vater & Irrigating Compeny, Fer-
mers Irrigetion Cqmpany and River Strcet Diteh Company

are heredby authorized to enter into an agreexent substantially




in the same form as the agreement attached to the peti-

tiom herein and mariked Exhibit ™4™, said a.g::eemezit To~
1&1:.‘.::@ to the diviéion of the waters in the Santa Clears
River to whickh caid companies are entitled.

6e.=Farmers Irrigation Company and River Street
Diteh Company are heredy authorized to make Joint d.:.vor-.
sion or diversione of a part or all of the waters of
Santa Clare River to which said companies respectively
are entitled thromgh one or more ditches and {0 make Joint
use of & part or all of suck ditch or ditéhoa and under
such arrangements as sSald compsnies may agree upon, Pro-. .
vided thé.t such joint diversion or diversione shall 4in
nowise intexrfere with rendering proper sexrvice.

The authority herein granted is granted upon the

following conditions and not otherwises—

A.~The price which Farmers Irrigation Company
and River Street Ditch Company are paying for the pro-
perties whicﬁ are to be conveyed to them shall never be
nrged before the Railroasd Commission or any other public
authority as representing for rate-melking ox for any other
purpose the fair value of said properties.
B.-Within thirty days after the date of the
Oxder herein or after the execution and delivery of the
instruments of coanveyance herein provided for, Farmers
Trrigation Company shell f£ile with the Railroad Commission
a cortified copy of each and every deed of conveyance.
Ce~Farmore Irrigation Company =nd River Street
Ditch Company shell keep separate, true and accurate accounts
' ghowing the receipt and applicetion in detail of the |
proceeds of the sale of the stock herein autborized to be




issued; end on or before the twenty-fifth day of each

month meke verified reports to the Raflroad Commission
in scoordance with the Railrozd Commission’s General

Order No, 24, which order in eo far as applica‘oio is
nsde & part of this order. |

De=The authority herein givean to convey pro=
perty and issue stock shall zpply only to such instrue
mgnta oL conveyance &8 heve been executed and delivered
axd to suoh s8%ook as shall have been issued on or defore
June 30, 1918.
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