
Decision No. ,) :~ r~ '0 'i 

BEFORE TEE RAltEOAD COMMISSION or THE STATE OF CAlIFORNIA 

In the Matter or the Application ot ! 
SIERRA WATER SERVICE COMPANY 

tor (1) Order authorizing sale and 
purchase.or certain water service ) 
properties jointly with Sierra Realty) 
Corporation; (2) Permit to issue its ) 
shares ot stock; (~) Certificate ot ) 
~ublic convenience and necessity; and) 
(4) Order rescinding certificate ) 
issued July 16, 1928, by the above .) 
Co~ssion on Application No. 14679- ) 
Deois1on No. 20045. ) 

Appli ca. t ion No. 18869 

lII1ckle and Haizlip, by Raymond Haizlip, tor 
applicant. 

E. B. Walthall, tor California Water Service 
. Company. . 

Albert ~srield, City Attorney, and Kirkbride, 
Wilson & Brooks, by E. A. Wilson, tor the 
City ot San Carlos. 

BY TEE COuraSSION: 

OPINION 

In this application the Railroad Co~ssion is asked to 

enter its order: 

1. Authorizing Sierra Realty Corporation to sell and 
convey to Sierra Water SerVice· Company the water 
properties located in San carlos and vicinity to 
which reterence will be made. 

2. Grantit~ to Sierra Water Service Company a cer-
tit1cate ot ~ub11c convenience and necessity to 
operate as a public utility water oompany and to 
exercise tranchise rights. 

3. Authorizing Sierra Water SerVice Company to issue 
3900 shares of no par value· common stock in pay-
ment for said water properties. 

4. Rescinding the certit1cate of public convenience 
and necessity granted to Municipal Properties 
Company by DeCision No. 20045, dated July l6, 1928, 
in Application No. l4679. 
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On May lS, 1953, Sierra Water Service Company filed a 

su~plemental applicatio~ asking in addition for an order permitting 

it to discoat1nue service ~o= non-~aymcnt by consumers of delinquent 

accounts d.ue California We. ter Servi ce Company, which now is o:J;:er-

ating the wate~ system • 

.A pu.b11c hearing in this proceeding Vias held before' Examiner 

~ankhauser on 1une 12, 1933. At that time the City ot San carlos 

tiled. its appearance asking the Commlsslon to direct Sierra Water 

Service Co~any to cake certain replacements or its pipe lines, to 

continue tbe bearing so tar as the schedule or rates might be con-

cerned tor a period ot three months, and upon such further hearing, 

to cancel the surcbarge now being collected fro~ customers on the 

system. 

Because or the mny questions present~d in this matter and 
or the involved history o~ this utility, a review of the transactions 

leading up to the present application should precede a discussion ot 

the several requests bere made. 

BISTORIClU. SUMMARY: 

The system reterred to in this proceeding was installed in 

1925 to furn1sh domest1c service in vlhat is known as Devonshire Hills, 

a subdivision adjacent to san Ca~los. Wate= was purchased trom Spring 

Valley Water Co~any) under a contract dated Apr1l 17, 192~, and 

:p~ed. by means ot t01.U" booster p\\mp~ 10GB. ted along the 11D.e~' into 
~wo reservoirs and ~o tanks having a combined storage c~~ac~ty o~ 

190,000 gallons whence delive~y was made through ~omo two and one-hal~ 

m11es or pipe. 

By Decision No. Z004S, dated ~uly 16, 1928, 1n A~plication 

No. 14679, the Commission granted to Munie1pal Properties Company, a 
corporation, a cert1ficate ot public convenience and necessity to 

operate a do:est1c water system under the name ot Devonshire water 
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co~ to supply the reg10n and also fixed a schedule ot rates to 

be charged. 

In February, 1929, MUnicipal Properties Company passed 

into the hands ot a receiver, Mr. A. P. Mathews, who continued the 

operation ot the water system until August, 1929, when serVice was 
discontinued. At the request or the COmmission, San Carlos Water 
Co~any, a oorporation operating in adjaoent territory, undertook to 
continue the service to meet the e.mergency situat1on. 

In an attempt to prevent san Carlos Water' Company trom 
suttering any loss by reason ot its operating the Devonshire H111s 

water system, the Commlss10n by Decision No. 21526, dated September 

ll, 1929, and by Decision No. 22004, dated January 13, 1930, provided 
tor certain surcharges to be made to the rate sohedule originally 

tixed by Decision No. 20045. The present rates charged are as tollows: 

Keter Rates: 
o to 3,000 cu. tt. per 100 ou. tt ................. $0.40 per month 
Over 3,000 cu. tt. per 100 cu. ft •.•••••••••••••.• 35" " 

Kinimmn Montb11 Payments: 
578" x 3/4" Keter (Entitling each consumer to . 

_ 375 eu.·_·tt.) .......................................... $1.50 
1ft Keter (625 QU. it) ••••••••••••••••••••••••• 2.50 
li~ Meter (938 cu. tt.) ••••..••••••••• ~ •••••••• 3.75 

2!! Meter (1,250 cu. tt.) •••••••••••••••••••••• 5.00 
-, -

Emergency SUrcharS!, (Dec. 22004-J'an. l3, 1930): 
To be charged in addition to minimnm payment with 

the exception ot Devonshire Rills Ccuntry . 
Club ••••••••••••••••••••••••••••••••••••••• $2.00 per month 

Devonshire Ellls countrz Club Use (Dee. 22004): 
A mon.thly charge of $50.00 to cover minimum. :power charges 

in add1tion to the pay,ment ot the monthly charges tor 
water used at the regular monthly quantity rates. 

1~1e1pa1 Use (Dee. 22004): 
'!OWll of san -. Carlos tor tire hYdrant rentaJ. in 

Devonshire Hills T.ract ••••••• ~ •••••••••••• $48.00 per month 



On July 17, 1931, California Water Service Company suc-

ceeded, by ~urchase) to the San Carlos ~ater Co~eny and continued 

the emerge.:.cy operations. In E.."ti1ibit "'I"', tiled 1n this ll:pp11eat:!.on, 

Mr. R. E. Savage, one ot the Commiss1on's ass1stant eng1neers, sets 

forth the results of such operations as tollows: 

Period Revenues Expenses Loss -
1929-Sept. to Dec. :;; 814.22 $ 2,479.85 :a;1,56S.64 
1930 5,217.63 6,121.81 903.98 
1931 7,007.22 6,995.14 12.08 (1) 
1932 5,755.91 7,110.33- 354.42 
1933-J'an. to May t z9SS.51 2z449.06 462.45 

Totals ••••••••• $21,78l.79 ~25z156 .. 20 ~31374.4l 

(1) ~ot1t in 1931 

PRESENT ~SACT!ON: 
FollowiDg the appointment or the receiver for t~1e1pal 

?=operties Com~any, the properties or the company were sold at a 

t=ustee's sale to S1erra Financial Corporation, wb1ch thereupon re-

transferred them. to Si erra Realty Corporo.tlon, an af:C'11iated. organi-

zatlon. 
Sierra Realty Corporat ion, apparently in a desire to 

separate the \"later properties and business from its other operat!ons, 

bas caused the o~ganlzat1on or Sierra ~ater Service Company and pro-

poses to transfer to it the ~ublic utility business and properties 

and to relieve Calitornia Water Serv1ce Co~any from its present oper-

ations. 
It appears that there are outstanding water bills due 

Ca1il'ornia Water Service Company 1n the amount ot $411.84. That com.-

~any reports it is wllling to be relieved from the operations ot the 

water system to be acquired by Sierra 'i'iater Serv1ce Company Oll the 
condition that the latter company request the Commission to include 

in the order or otherwise grant permission tor it to use its best 
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endee:Tors to collect sucb. de11nq:uent accounts. Sierra Water Service 
COt:::::pruly aocedes to the eOlld1 t10n and in the supplemental application, 

/ 

as statea, requests permission to discontinue servioe ~or non-payment 

by COllS'Wlle::-s. ot the delinquent amounts. 

However, the rules and regulations covering serVice g1ven 

by Calitornia Water Service ComDany 3~eeity the penalties fo~ non-

payment of water bills and prescribe the remedies tor the water com-

~~. Such rules and regulatiolls must be adopted by Sierra Water 

Service Company 1n giving service on the system here under rev~e~ 

and, as tb.e liability of the consumer 1s not changed in ~ny way by 

the transfer o! ownership and o~eration of the system, there seems 

to us to be no reason for making the order requested in the supple-

mental application. ";fe have, or course, no object:i.on to Sierra 'r.ater 

SerVice Company us~ its etrorts to make collections of the sums due 

Ca11torn1a Water Service Company. 

ISSUE OF STOCK: 

The c:olls1c.eratioll to be paid. Sierra Realty Corporation tor-

the water properties 1$ 3,900 shares ot the no par value common stock 

ot Sierra ~ater Service Com~any. 
I~ connection ~:i.th this phase of the p=oceed1ng, there 

were estimates 01' value presented by Mr. D. V. Reeves, vice president 

or Sierra Tate:- Service Company, and by Mr .. Savage 01' the Com:issionts 

stat~. Their estimates are as tollows: 

Item -
Land. 
FraJ:.ch1se cost 
Physical propert1es 
Contract 

D. V. Reeves 
Pi' e se:c. t 

Value 

$ 2,700 

29,877 
2.1 °00 

~4.,577 

5. 

R. E .. Savase 
Original 6riginai Cost 

Cost De'Oreeia.ted 
* 

$ 1,500 $ 1,500-
98 98 

28,546 20,93-3 

$S°ll44 i2:2.z53l 



The contract re~erred to was the one dated April 17, 1925, 

whereby the supply or water is ~urchased. Under it, the comp~ Will 

have the right to purchase 100,000 gallons ot water per day, not cumu-

lative, at the regularly estab11shed rates. There is no record ot'any 

cost eXpended in acquiring the contract and there appears to be no low 

or preterential rate charged. It. does not appear to us, upon the 

record in this proceeding, that any value attaches to the oontract 
which can be used as a basis tor an order authorizing the issue o~ 
stock. 

ot the amounts presented by Mr. Reeves, a substantial por-

tion represent estimates made by W. G. Frost, a civil engineer. Mr. 
Frost was not present at the hearing and therefore could not be eross-

examined about his figures. It occurs to us that we should use the 

estimates prepared by Mr. Savage in passing on the request to issue 
stock. 

It has been the general po11cy of the Co~ss1on 1n passing 
on,reqnests tor p~ission to issue no par stock to provide that the 

stock shall not be issued tor less than $25.00 per share. We know ot 

no reason why we should depart trom that rule at this t1me and accord-

ingly in the order herein will permit Sierra Water Service Company to 

issue not exceeding 902 shares ot no par value common stock in acquir-
ing the propert1es having an est1~ted original co~t, depreclated, ot 

$22,531.00. 

CERTIFICATE OF PUBLIC CO~"1ENCE AND NECESSITY: 

In order that there might not be two certificates granted 
and existing for the s~e territory, the request is made that the 

COmmission rescind the 'certiticate heretofore granted Municipal Proper-

ties Company by Decis10n No. 20045 and in lieu thereot grant a new one 
to Sierra Water SerVice Company. The proposed service area is set 

tarth 9n the map tiled '~ith the application as Exhibit "C". 

In our opinion the certificate heretofore granted Municipal 



Properties Company will accoml'any the water properties when they are 

ac~~1red by Sierra itater Service Company, ~o that it will have per-
mission to cond~ct the operations. However, we have no objeotion to 

the proced.ure suggested by the company and \":i11 so provide in the 

oreter. 
The order will also permit Sierra ~atcr Service Com~any 

to exercise the franchise rights granted by Ordinance No. 89 passed 

by the City Council ot San Carlos o~ December 8, 1932, and Ordinanee 

No. 387 passed by the Board. of SUpervisors ot Ss.n Mateo County on 

Febr~ery 6, 1933. 

POSITION OF CITY OF SAN CARLOS: 

I.ll entering an ap:peara..'1ce in the proceeding, the repre-

sentatives ot the City or San Carlos ~id not protest the transfer or 

the properties to Sierra Water Service Company, nor the granting ot 

the oertificate ot public convenience and necessity and the order 

pc::-:ittiDg tlle 1ssue of stock • 
. They did. protest the contin.uance 01' the surclulrse on the 

rates ~nd. alleged that the principal cause of the surcharge is the 

waste ot water d~e to leaky mains. It is their contention that with 

the leakage reduced to a minim~ ana the system put in a state ot 

sood repa1r, the surcharge could be eliminated, and they therefore 

request that the new operator be direoted to replace at once 17001 

~eet ot pipe line on Pa~ ~venue and that after a reasonable test 

period the rates be rcv1e~ed and the surcharge cancelled. 
The content10,D, of: the city seems to be strengthened cotle-

what by the record in this mutter. The exhibit - No.2 - presented 

by Mr. Savage shows line losses of 42 per cent in 1930, of 34 per 

cent in 1931, ot 24 per cent in 1932 an~ of 36 per cent in the first 

tour months o! 1933, as well as pointing out numerous necessary ~

provcments that should be made .. 
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The company did not appear to be opposed to the propos1-

tion o! making the replacement on p~ Avenue. However, 1ts propos1-

tion that it be given trom titteen to ninety days from the date or the 

Commission's order to commence and complete th e work in our opinion 18 
.. 

not reasonable. The order herein, as a condition subsequent, will re-
qUire the company to complete the replacement of the 1700 teet, more 

or less, of pipe on Palm Avenue wi th1n sixty days trom. the date or 

th1s order. The record in this oonnection shows that Sierra Realty 

Cor:l)orat1on is able to finance the cos t and the statement was made by 

Mr. Reeves that construction oould start w1 thin forty-eight hours a:rter 

the order was made. We suggest, turther, that the oompaI1Y mal(e the 

other improvements, in addit10n to the Palm Avenue replacement, which 

are set torth in Mr. Savage's report • 
. 

We do not believe that we should hold this matter open tor 

a further inquiry into the reasonableness of the surcharge. The matter 
or rates is not an issue in this proceeding and the determination or 

the application will in no way be prejudioial to the right ot the City 

ot san Carlos, or the consumers, at ~ time in the tuture to tile a 

complaint concerning the rates charged, or or the Commission to insti-
tute a proeeed1~ on 1t~ own motion. 

It is ot record the t the Sierra Realty Corporat ion will 

aoqulre all or the steek which Sierra Water Service Company Will issue. 

~e realty corporation is engaged in subd,i v1d1ng e: tract known as 

E1dden Valley. The water co~any asks permission to furnish water in 

this territory. The testimony shows that applicant Sierra Water Service 

Company will charge ~he oon~ers in Bidden Valley the same rates it 

charges other oonsumers. It appears, however, that the realty corpor-

ation has or wlll enter into oral agreements with the purchasers or 
lots under the terms or ~h1ch the realty corporation Will reimburse 

the co'nsmners in Hidden Valley tor the amO'Wlt or the s-aroharge. We 

s. 
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OOli eve that !;uch an ~gre.ement results in So disoriminatory rate whioh 

is prohibited by the proVisions of the Public Utilities Act. 

ORDER 

Application having been made to the Railroad. Commission tor 

an order authorizing the tr~nster ot property to Sierra ~ater Service 

Company and granting to Sierra 7iater Service Company a. ecrti:f'ioate ot' 
public oonvenience and necessity and authorizing it to issue 3900 shares 

of no par common stook, a public hearing having been held and the Com-

mission being or the opinion that the application should be granted 

only as herein :provid.ed and. that the mone~r, property or labor to be 

procured. or paid for through the issue or 902 sheres of stook is 

reasonably required for the purpose specified herein, which purpose 

is not, in whole Or in part, reasonably charGeable to operating expense 

or to income, and that the application to issue 2,998 sh~es of stock 

should be d1s~ssed without prejudice, therefore, 

IT IS :B]EEBY DECI..ARED BY TEE RAILROAD COIlOOSSION OF TEE 

STATE OF CALIFORNIA that public convenience and necessity require and 

will :-equ1:'e the operation by Sierra ~i{ater Servioe CompalJ.Y as a public 

utility ot a water system for the distribution of water tor do~estic 

and other purposes, and the exercise by Sierra ~ater SerVice Compa,C,1 

ot the rights and privileges granted 'by Ordinance No. 8S or the 

Council of the To;m or San Carlos, and Ordinance No. 387 of the Board 

ot S'J.'Pc:-v1sors ot San Mateo county, 1n that o.rea set forth 1.0. the map 
tiled with the application as Exhibit ~C~, exeept that portion show.n 

on said map as now 'being se:-ved by the system now owned by California 

Vlater Service Co:npc.ny, and. 
IT IS HEREBY ORDERED, the. t a clertificate or public convenienoe 

and necessity be, a!ld it hereby is, g:-anted in accordance with the 
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torego1ng declaration, provideQ that said certificate Will not become 

errect1ve until the Sierra ~ater Service Com~any has !ile[, in torm 
satisfactory to the Comndssion, a stipulation ~u1y authorized by its 

Board ot Directors, declaring that Sierra ~ater Servioe Company, its 

sucoessors and assigns, will never clai~ before the Railroad Commis-

sion, or any court or other public 'body, a value tor said rights and 

?~ivllegcc gr~ted by sa1' Ordinanoes Numbers 89 and 387 in exce~s o~ 

t~e ~ounts aotually paid to the grantors or c~1d Ordinances Numbers 

89 and 387, as the consider~tion for the grant ot sai~ rights and 

~rivileses which amount shall be set torth in the stipulation as to 

eaoh ot said Ordinanoes Numbers 89 and 387, and shall have received 

~om the Railroad COmnissicn a supplemental order declcr1ng that such 

stipulation has been tiled in form satisfactory to the Railroad Com-

IT IS EEaEBY FUR~HER ORDERED, that the tr~nsfer of the 
water properties, reterred to in the foregoing opinion and described 

in Exhibits ~E" and ~D", from Sierra Financial Corporation to Sierra 

Realty Cor~orution) and from Sierr~ Realty Corporstion to Sierra ~ater 

Service Company be, and it hereby is, authorized. 

IT IS E!~EBY r-JRTHER ORDERED, that Sier~a Water Service 

Company be, and it hereby is, authorized to i~sue, on or bef~e August 31, 

193Z, in rull payment for said water ,ropert1co, not exceeding 902 

s~es o~ its no par value common stock. 

IT :S HEREBY ~u7.TEER ORDERED, that the certifioate ot ~ub11c 

convenienoe $nd neoessity heretofore granted to MuniCipal Properties 

Company by Decision No. 20045, dated July 16, 1928, in Applic~tion 

No. 14679, be, and it hereby 1s reSCinded, provided that in all other 

respects s~1d Deoioion No. 200~5, as amended, shall re~in in full 

force aDd e~rect. 
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IX IS HEREBY FURTHER ORDERED, that the authority herein 
granted is subject to the following conditions: 

1. Within sixty (60) days after the date of this order, 
Sierra Water Service Company shall complete the replacement, in a 

manner satisfaotory to the COmmission, of the 1700 teet, more or less, 

of pipe line on Palm Avenue. 

2. Within thirty (30) days atter,the effective date or 
the order, Sierra Water Servioe Company shell file with the Co~ssion 

(a) a copy of the deed, or deeds, ot conveyance by which it receives 

title to the water properties herein authorized to be transferred, 

(b) a statement showing the exact date upon which it took ~ossession 
or and co~nced operating said ~r~erties, and' (c) a statement show-
ing the issue or the stook herein authorized, as required by the 

Ra1lroad Commission's General Order No. 24, which order, insofar as 
applicable, is made a part ot this order. 

3. Exoept as otherwise herein provided, the authority 

here1n granted will become etfective twenty (20) days from the date 
hereo:t'. 

IT IS HEREBY FURTHER ORDERED, that the application insotar 
as it involves the issue of 2,998 shares or stock be, and it hereby 
is, denied without prejudice. 

DATED at San Francisco, California, this 9 Iff day or 
June, 1933. 
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