Decision No.

PEFORE THZ RAIIROLD COMMISSION OF TER STATE 0F CALIFORN

In the Matter of the Application of
APT0S WATER COMPANY,

a corporation, (a) for a ceriificate

of public convenience and necessity

to ecxtead its operations in the Counly

0o¢ Senta Cruz, State of Californie,

under a vermit now held by applicant,

and (b) for authority to issue :5100,000

principal amount of its bonds.

Application Wo. 21298

e S M e N N e o WP

Orrick, Palmer and Dahlquist, dy T. W. Dahlcuilst
and N. D. Rowley, Zfor epplicant.

WACIRTELD, Commissioner:

QP INICN

Aptos Water Company, @ Californis corporation, asks per-
mission o Lssue $100,000..0f its Pirst Mortgege Bonds, Series A, %
due June 1, 1957, and execute a mortgage of chattels and trust inden~-
ture t0 secure the payment of the bonds. | Aptos Water Compeny also
asks the Commission to declare thet public convenience end necessity
require it +0 exercise in its service area the rights and privileges
grented by resolution of the Board of Supervisors of Santa Cruz County
£1led in this proceeding as Zxkibit Neo. 2.

Aptos Water Compeny has outstending $51,003.00 par value of
comron capital stoeck. Of this stock $52,000.00 was issued under
the authority cranted by Decision No. 19659 dated Lpril 23, 1928, in
Application No. 14438, and ©3.00 under <the authority granted by De-
cision No. 19212 dated Jenuery 3, 1928 in Applicetion No. 14241,

The service ares of epplicant is shown on the mep filed in this pro-
ceeding as Exhibiv No. 4. In genersl, the service area consists of
toat portion of the Aptos ard Soquel Augmentetion Ranchos generally
wmown under the following names:- 2io Del Mar Country Clud, Tovm of
Lptos, Rio Del Mer Poultry Farms, Deer Ferk, onte Toyon and Rio Del

Mar Lodge Sites. 1l-
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It 1s of record that a large part of applicant's present dis-
vribution system is obsolete and inadeguete. Much of it must be re-
placed and the system enlerged and extended to serve new consumers.
The increase in tie number of active service connections at the end of
each calendar year is reported as follows:-

Number of Active Ser-~

YeoaX vice Conrections.
TOOL 99
1532 140
1933 145
1934 152
1939 178
1936 275
1937 At date of 562
neering

Sogineering studies cshowing the estimsted cost of applicent's
existizg water properties and the estimated ¢ost of its proposed new
construction were presented by G.W.Cooper, an engineer for the compeny,
anéd oy Jos. Walthmen and M. W. Boright, engineers for the Commission.
Mr. Boright submitted a valuation of the company's lards and Mz.
Walithmen an historicel cost estimate of existing fecilities to be re-
teined by epplicant, an estimate of the accrued depreciation applicabdle
10 such facilitles and =n estimate of the cost of constructing new
Tacilities. Mr. Cooper's report covers nroperties which applicant
does not now intend to acquire and conmstruct. As to existing proper-
ties, his report contains an estimate of the cost o reproducing such
proverties. The two englneering studles are in substantial agreczent
a3 %o the cost of the propertlies which applicant intends to accuire arnd
construct presently. hereinafter referred o zs the initinl scystem.

The estimated cos?t orf survivor capitel of the existing system
combired withithe estimated cost of proposed additions and extensions

is by Mr. Weithmaen in Exhibit No. 7, reported as follows:-
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: ZSTRIATED - EISTORICAL CoST :
: Survivor Cavnital :Proposed : INITIAL SYSTEM
: Not :Capital : Not s :
:Deprociated :Dovrocinted:additions :Depreciated:Devrecintoed:
3 3% 2 :$ sy :
INTANGIBLE CAPITAL: :
C= 1 Organization : 34062 340: 500.: 840,z 84062
Cw= 2 Fronchises : 200.2 200: - 200.: 20043
Total Intangible Cepital : 54042 540: 5004 1,040.2 1,040,
TANGIBLE CAPITAL:
C- 5 Landed Capital : 19,475.: 19,4704z 1,270.2 20,750.: 20,750¢2
C- 6 Bldgs,Structures & ,
Grounds : - : - : 1,58%,.: 1,589%.: 1,98%9.:
-0 Wells : 12,689%,: 8,072.2 - oz 12,6892 8,072.:
C-11l Springs : - : - 3lbe: Sldet Tde2
C-14 Pumping Egquipment : 5, 300.: 2,597.:  4,777.: 8,077.: YISV
C~i8 Distribution Xeins : 14,808.: 10,072.: 159,313.: 174,120.: 169,385.:
C~19 Digtribution,Temks
& Reservoirs : 5,646.: 3,7 le: 14,037.: 19,683,z 17,748.:
C=20 Fire Eydrants : - : - & 6,029,.: 6,025z 6,094z
C=2l Services : 1,467a2 1,467¢: 2,738.: 4,205.2 4,205.:
C~22 Metors : 1,83l.: 1,72le:  2,954.: 4,735z 4,675.:
C~24 General Equipment : 2,230.¢ 7832 1,02 3,254 1,807.:
Total Tangidble Capital :. 61,44642 47,8984 194,050e: 255,496z 241,948.:
Totalefl)l CoDitalecees & 61,986.2%  48,4384:%194,550,:5 256,53640 242,988,:

As stuted, Aptos Water Compeny asks permission to issue and sell
at not less than 94% of their face value and accrued interest, $100,000.
of its first mortgage 5% bonds for the purpose of paying in pars the

cost of its vroposed additions and betterments. Under Section 35 of

its proposed trust indenture applicant covenants that it will epply

all of the net proceeds from the sale of said $100,000. of bonds toward

the ¢onstruction and completion of the initial water colleoction and

distridbution system described in a schedule filed with the trustee.

The company further covenamis and agrees Ifully to pay the costs of con-
structlon of said system aud all Yills orxr claims contracted or in-
curred in comnection with sald construction, to the end that seid
system will be completed free of all liens except the lien of the in~
denture.

-—

Aptos Tater Company has Ziled with the Commission a copy of

the description of its initiel collection and weter system referred to
in seid Section 35. It conprises the system referred %o in Mr. Coo-
ver's and Mr, Walthmen's reports.
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It is of record that Aptos Lend and Webter Compeny, owner of
applican;'s stock, will unconditionelly guaruntee that the initial
System will be fully constructed and completed. The testimony shows
that the system can be completed in about six months. Thae Aptos Lend
end Water Company will either meke a donstion to applicant or buy its
common stock for e consideration that will enadble it to complete the
water system. The money which Avtos Lend and Tater Company will
provide should be mede availadble “o applicent before or at the time
it 1s expending its bond proceeds. TFunds Irom the two sources should
e expended om a pari passu basis. 4 copy of the agreement of guaranty
T0 Do executed by Aptos Lend and Water Company, Inc. has been filed with
tais Commission. There hes also beer filed with us a revised copy
of epplicant's proposed mortgege of chatiels and trust indenture. The
several instruments are in satlsfactory form.

Applicant's operating revenues and operating expenses are esti-

mated as follows:=-

Operating revepues:
Trom 4%5 domestic consumers 5 9,525.00

gire h{drantg R 1,000.00
210 Del Mar Couniry Clud, Inc. 7,086.00
Toteal $17,621.00

Opereting exvenses:
Dower 5 2,350.00
Maintenance 400.00
Lebox 1,000.00
tfenesement and office expense 2,000.00
Taxes ‘ - 500.00
Transportation and tools 150.00
Viscellaneous 230.00
Depreciatioz annuity 4,650.00
Total ‘ 1L , 500 «00
Net operating revenue W 6,921 00

It is quite evident thet arplicant'’s ability to meet its obli-
getions is dependent largely upon the sale of water to the Rio Del
Mer Country Club,Inc., hereinafter sometimes referrsd to as the Club.
Taere is filed in tkis proceeding as Exhidit No. 3 a convract between
epplicant and Rio Del Mar Country Clud, Ine. The contract runs ror
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a period of 20 years. Duriag that time applicant agrees to furnish
the Club all water reasonedly required for ¥the following purposes:=-
irrisetion and proper maintenence of Clud's 18-hole
5olT course.
domestic consumption, lawn end shrubbery irrigation, and
otkber miscellaneous uses required at <the main Club
ouilding, employees' living cuarters, Golf lodge and
adjacent cabins, and beaca club, all of which are owned
anc operated by the Club.
incidental sprinkiing and watering of grass nlots and
other perk areas situate within the borders of real nro-
perty owned by the Club.

The agroement specifies the quantity of water which shall repre-
cent the sctval consumption of water by the Clud for each moanth during
every year the &greement is in existence. The Clud will pay for such
quantities of water the rete on file with the Commission. Applicant may,
or 30 days notice %o the Clubd, cancel the sgreement, it being speci-

fically understood, however, thet the Cludb shall have no right of

05U100 U0 cancel the ggreament. The agreement is subjeet to such

changes or modifications by the Rallroad Comxzissiorn as sald Commission

may from time to time direct, in the exercise of its Jurisdiction.

The agreement in its present form is not a covenant running with the

land owned by the Club, nor does it bind the successors and assigns of

either varty. The order herein will require <the egreement 0 bo amended
in those two resvects.

I herewlith submit the Iollowing form of order:-
':)RDE*;

Aptos Weler Company having asked the Commission to enter its
'rder, eg indicated in the foxrogolng opinion, a pudblic hearing having
been held and the Commission having considered the testimony submitted
in this proceeding and it bYeing of the opinion that the money, proveriy
or labor to be procured or nald £or by the issue of $100,000. of oonds
is rcasonably required by applicent for the purposes herein stated and
that the exnenditures for such purposes ere not in whole or in part
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reasonedly chergesble to operating expenses or to income, and that
epplicent should be authorized 4o cxercise in 1ts service area tvhe
rights and privileges granted to applicarnt by the aforesaid resolutlion
of the Board of Supervisors of Senta Cruz County, tvherelore

TZE RATLROAD COMMISSION OF TES STATE OF CALIFCRNIA HERIBY DECLARES

toat public convenience and necessity reguire snd will require Apwos

Viater Company %o exercise in the service area cdefined on the map filed in
this procecding as BExhibit No. & the rights and privileges granted *o
Aptos Water Company in the resolution of the Board of Supervisors of
Santa Cruz County filed in this proceedlng as Exnidit No. 2.

IT IS WERERY ORDERZED thet a certificate of public convenlence and
necessity be and the seme is hercby granted to Aptos Vater Company to
exercise said rights and privileges.

IT IS HEREBY FURTEER ORDIRED as follows:-

1. Aptos Water Company mey, after the effective date nereof and prior
©0 March 31, 1938, foxr the purnose of paying in part, as here-
after authorized, the cost of the water system referred to in
the foregoing opinion, issue azd sell at not less then 94% of
their face value and accrued interest, %100,000. faco value
of iis First Mortsage Bonds, Series i, 5%, due June 1,1957.

2. Aptos Water Company may, after the effective date hercof and prior
%0 Warch 31, 1938, execute a mortgage of chattels and trust
indenture in the same form, or in substantially the same fornm,
as the nortgege of chettels and trust indenture filed in this
proceecding or October 22, 1937, provided that the authority
herein sranted to execute sald mortgage of chattels =nd trust
indenture 1s Zor the purpose of this nroceeding only, and 1s
sranted insofar as this vommission has authority under the
rrovisiors of the Fublic Utilities Act, and I1s not lnternded
as an epprovel of sald mortgage of chattels and trust indenture
as %o such other legal requirements o0 wiich sald mortgage of
chattels and trust indenture may bde sudbjecte.
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. aptos Veter Compeny shall deposit in a bank the proceeds
Tealized from the sale of its bonds and expend the same
only for such purposes as may Irom time Lo time be autnor-
ized by the Reilroad Cormission. ;

4. The authority hereln granted will become cffective when there
bas deen filed with the uvormission an executed copy of the
agreenent of Guarsnty by Aptos Land end Weter Company simi-
lar in form to the proposed agreement <iled in this Dro-
ceeding on October 25th, or in such other form as may ve
satislfactory to the Commission, and when ADTos Water Come

Yhe fee presecribed vy Section 57 of the
> Aact, which fee is One Zundred($100.)
Dollars, and wizen the sgreement between Aptos Water Com-
pany end Rlo Del Mar Country Clubd,Tne. Tiled in this proceed-
ing as xhidit No. 3,hac been cmerded so that the terms
tzereof will bind the successors and assigns of the par=

vies Lo zald agrecment,and that so long as any of epnlicant's
bonds arc outctanding, the egreenent will coastitute o
‘covenant running with the lané owned by the Rio Del Mar
Country Club,Inc., its successors and essigns.

fbthin thirty(20) .dayvs after the execution of the aforesald

mortgage,of.c;aﬁtels and trust Iindenture, .Aptos Tater Com-
pany shall file with the Commission two copies of sald
aortgage of chattels and trust indenture.

. 4ptos Water Company shall keep such record of tne issue,sale
azd delivery of the bouds herein authorized o be issued
end of the disposition of the vroceeds es will enable 1t to
file on or before the 25%th ey of each month e verified
report, as required by the Railroad Commission's Gererel
Order No. 24-A, which order insofar as opplicadle, isc mede

& nert of this order.




The foregoing Ovinion and Oxrder are hereby approved and
ordered filed as the Opinion and Order of the Railroad Commission

of the State of Celifornia.

DATED at San Francisco, Celiformia,thls ) day of

November, 1937.

Commissioners.
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