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Decision No. ___ '_" __ '_'_'_ 

:DEFOP'::: TB3 R.:-~LRO;J) CO! .. 'i:!!SSI ON O~ 

In the ~atter o'f: the Applico.tio::. of ) 
f..-~OS ·,~r .. ~TER COMP:': .. NY, ) 

a co~poration, (a) to:' a certificate ) 
of public convenienoe and necessity ) 
to extend its operations in the Co~ty ) 
o~ Santa Cruz, State of California, } 
under ~ permit now held by applicant, } 
and (b) to:' autho:-ity to issue :)100,000) 
principal amount of its bonds. ) 

Application 1\'0. 21298 

Orrick, Palmer and Da:tl,J.quist, by T. i~r. Dahl9,.uist 
and H. D. Row'ley, to:- applicant. 

·:';l'.lcrI:S:::.n, Commissione:-: 

o ? ! :;~ ! 0 !-T 

Aptos ~,'"ater Company, a California corpo:-ation, asks per .. 

mission 'Co issue ~.~100,OOO. ¥o'f: its First ~,!ortge.se Bonds, Series A, 5% 
due June 1, 3,9S7, and. execute a mortgage of chattels and trust inden-

ture to secu:'e the payment of the bonds. ,"::I.ptos Water Company also 

asks tae CO!IlD'1~3ion to e.ecla:::e that :public convenience end necess1 ty 

requi:'e it to exercise in its s0:,vice urea the :'ights and privileges 

granted by r '9so1ution of the Board o~ Superviso:'s of Santa Cruz County 

filed in this proceeding as E7~ibit No.2 • 
.I'''..ptos ~:[ater Company has outste.nding ~~51,003.00 par value 01' 

oo~on capital stock. Of thi3 stock $5J.,000.00 was issued under 

the authority granted by Decision No. 1965~ dated ~pril 23, 1928, in 

Application No. 14438, and $3.00 Qnde:' ~he authority granted by De-

cision No. 19212 dated Janu~ry 3, 1928 in Application No. 14241. 
The se=v1ce a:'ea of e.pplicent is sho~~ on the map ~i~ed in this pro-

ceeding as !~ib1t No.4. In general, the service area consists of 

that portion of the Aptos a::.d Soq,uel Augmentation Ranchoo generally 

kIlo'",n under the tollowi:.g names: - Rio Del ~,~r COu:l.try Club, Tov:n or 
.."~ptos, Rio :;)e1 :Mer 1'ou1 t:'y :?~rms, Deer :E'e.rk, !,!onte Toyon and Rio Del 

:'.!ar Lodge Sites. 1-



It is of record that a largo pa=t of applicant's prese~t dis-

tribution system is obsolete and inade~uate. ~,~ucb. ot it must be l'e-

l)laced and the system enlarged and extended to serve new consumers. 

The i~crease i~ the ~uober ot active service connections at the end ot 

each cale~dar year is reported as follows:-

Year 
lS~I 
1932 
1933 
1934 
1935 
1936 
1937 At date or 

hee.::"ing 

Number ot Active Ser-
vice Connections. 

95 
140 
145 
152 
178 
275 
362 

~6inecri:l.g studies 3how1:::'5 the estimated cost of al'plicant t s 

existing water properties and the estimated cost of its proposed new 

const:ruction w'e:::e presented. by G.~'7 .Cooper, an engineer for the comr>e.ny, 

and oy Jos. i'iaitbmen and ~.~. ~:;. 30right, engineers fol' the Commission. 

&r. Boright submitted a valuation of the company's lands and ~,'!r .. 

7!aithm.e.n en historical cost estimate ot existing facilities to be re-

tained by applicant, an estimate of the acurued depreciation applica~le 

to such facilities and an estioa~e o~ the cost of constructing new 

facilities. rrx. Cooper's report covers properties Which applicant 

does !lot now intend to e.c<?uire and construct. ~s to existing propor-

ties, his report contains an estimate of the cost of reproducing such 

properties. The two engineering studies are in substantial agrcccent 

as to t:b.e cost of the properties vihich applicant intends to e.c'luire and 

conctruct presently~ hereinafter re~err~d to as the initial cystcm. 

The estimated cost of survivor capitel of the existing system 

com.bined with the estimated cost ot proposed additions and extensions 

is bY' Mr. ~\Te.itb.men in Exhibit I·Io. 7, reported as follows:-
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• 
: ZST~ EIS'l'ORICAL COST : 
: survivor Cs:oitIU :Proposed : INI'I!AL STh'TEl! · · : Not .. :Cap1tel Not . · .. . · 
:DeErec18ted:Donree1ated:~d1t1ons:Do~rec1ated:ne~reciated: ... ~ • .-;0 .~ :$ •• fC · ..... .. .... ·V ..... · Th"TA.~c;.IBtE CAPITJJ:.: · · C- 1 Orga:J.1zat ion · 340.: Z40: SOO.: ~O.: 840.: .. 

C- 2 Fro.:c.ch1ses : 200.: 200: . 200.: 200.: .. 
Total Inta:ogi'bj.e Ce.pital : 540.: 040: ::>00.: 1,040.: 1,040,.: 

TA...~IBtt CAPITAL: 
C- 5 14Med. Capi t e.l · 19,475.: 19,475.: 1,2~.: 20~750.: 2O~750.: · C- 6 Bldgs~Struetures &. 

Grounds .. : .. 1,589.: 1,569.: 1,589.: .. . 
C-10 ';1ells : 12,689.: 8,072.: .. 12,689.: 8,072.: . 
C-ll Spr1ngs : . . 314.: :314.: 314.: . .. 
C-14 ?wnp1ng Eq,uipment .. 3,300.: 2,597.: 4,777.: 8,077.: 7,:374.: .. 
C-18 Distribution U21ns : 14,808.: 10,072.: 159,313.: 174,121..: 169,385.: 
0-19 Distribution,Tanks · .. 

&. Reservo~rs .. 5,646.: :3,7ll.: 14,037.: 19~583.: 17,748.: .. 
C-20 Fire Ey~rent8 .. : ¥ 6,029.: 6,029.: 6,029.: · . .. 
C-2l Services : 1,467.: 1,467.: 2,738.: 4,205.: 4,205.: 
C-22 Ueters : 1,8:31.: 1,721.: 2,954.: 4,785.: 4,675.: 
C-24 General Equ1p~:c.~ .. 2,2:30.: 783.: 1.024.: 3 1254.: 11807.: · Total Te:c.g1ble Capital .. 61.446.: 47,898.: 194,050.: 255,496.: 241.948.: . ' 

Total-All CaE1tal ••••• .... 51.986. :!~ 481438.:~941050.:3 256.1536• ::;: 242.988.: . ~ 

.\s stated, Aptos Water CO:llpany asks pemission to issue and sell 

at· not less tb.:ln 94% of their race value and accrued interest, ~~lOO,OOO. 
of its first mortgage 5% bonds for the purpose 0: paying in part the 

cost of its pro~osed ~dditions ~nd betterments. Unde·r Section 35 of 

its proposed trust indenture applicant covenants that it will apply 

all of the net proceeds from the sale ot said ~lOO,OOO. of bonds toward 

the construotion and oomp~et1on o~ the in1t1a~ water ool~eotion and 

distribution system described i.n 8. schedule filed ~rlth the trustee. 
The company fUrther cove:lei.Ilts and a.erees tully to paY' 'Che oosts or 00:0.-

struotion or s6i~ system ~d n1l b1113 or ola~s contraoted or i~-

curred in connection vii th said construction, to the end ths,t said 
system will be oompleted free of all liens except the lien of the 1n-

denture • 

.A.ptos ~7ater Compauy ha.s tiled with the Comissioll $. copy or 

the description of its initial collection and weter system reterred to 

in said Section 35. It comprises the system referred to in Mr. Coo-
per's anc!. t!r.. W'ai thman t S rep orts. 



It is of record that Aptos le.nc. and :)Te.ter Company, o\'mer of 

applicant's stock, will unconditionelly guarantee that the initial 
system will be fully constructed and completed. The testimony sho'(:;s 
that tho system can be cocpleted i~ about six months. The Aptos Lend 
e.nd '.vater CO:lpany 'l1i11 either make D. donation to applicant or buy its 

common stock for e consideration that will enable it to complete the 
water system. The money which Aptos Land und jater Company will 

provide should be made available to applicent betore or at the t~e 
it is expending its bond proceeds. Funds trom the two sources should 
be expended on a pari passu basis. A copy of the agreement or guaran 
to co executed by .\ptos Land and "lis.ter Company, !nc. has been tiled vtith 

this Commission. There has also been filed with us a revised copy 

of applicant's proposed mortgage ot chattels and trust indenture. The 
severe.l ins'l:;l'utlents are in satisfacto!'y form. 

Applicant's operating revenues and operating expenses are esti-
cated as tollows:-

9perating revenues: 
~'rom 4 0 C!.omestic consumers 
Fire hydrants 
Rio Del y~ Country Club, Inc. 

Operating exnenses: 
}lower 
>:aintene.nce 
lebo:-

Total 

~':e.nasement and ottic e expense 
Taxes 
Transportation and tools 
Y.iscellaneous 
Depreciatio~ anD~1ty 

':i:'otal 
Net operating revenue 

$.. 9,525.00 
1,000.00 
7,096.00 

"'I'*' ~?" 00 'I? .) v ... J..,. 

$ 2,350.00 
4<)0.00 

1,000.00 
Z,OOO.OO 

500.00 
150.00 
250.00 

4,550.00 
il,!:>OO.Oo 

~~ I,) z~21.60 

It is quite evident that applicant's ability to ~eet its obli-

ga.tions is dependent largely upon the sale of water to the Rio Del 

Mar Country Cluo,Inc., hereinatter sometimes referred to as the Club. 
There is tiled in this ,roceeding as Exhibit No. 3 a contract between 
e.pplicant and Rio Del j\l~a.r COUIltl"y Club, bc. The contract runs tor 
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a period of 20 years. 

t~e Club all water reasonably re~uired :o~ the following pu~o3es:-
~ 

I~· •• 

B. 

C. 

~or irr:i.gation and pt"c>pcr maintene.nce of Club's l8-hole 
boli' course. 

]'0:::- domestic consumption, lawn and shrUbbery irrigation, and 
other miscellaneous uses required at the main Club 
building, employees' living quarters, Golf lodge and 
adjacent cabins, and be~ch club, ~ll of which are ~vned 
an~ operated by the Club. 

For incidental sprinklins and watering of grass plots and 
other nark a:-eas 8i tuate vlithin the borders of real nro-
perty o~~ed by the Club. -

T!le agreement specifies t!J.e quantity of water which shall repre-

sent the actu.al cO:J.s'Um.ption of w·ater by tlle Club tor each month during 

every year the egreereent is in existence. The Club will pay tor such 

quanti ties ot "lNater the re.te on file vli toll the Commission. Applicant 

OIl 30 days notice to the Clu.b, cancel the egreement, it being s1'eci-

tically understood, hanever, that the Club ~ball have no right ot 

o~tion to cancel the agree~ent. The agreem~nt is subSect to such 
changes or modi~ioa~iono by the Rail:oad Com:ission as said Co~ss10n 

may ~rom time to t~c diract~ in tho exerciso o~ its jurisdiction. 

The agreement in its present form is not a covenant running with the 
~a.:ld. o.,Vl:.cd "by ~b.e C~ub, no:' does it bind the successors and assigns of 

either party. The order herein will ::;ocCiuire "the !:'.e;reement to be amended 

in those two rezpects. 

I here\'iith suomit the following t'or::n ot order:-

Aptos ~"reter Co:nps.ny having asked the Commission to enter its 

order, as indicated in the forogoing opinion) a public hearine having 

o0en held end the Co~ission having conside=ed the ~estimony SUbmitted 

in this proceeding and it being of the opinion that the money, progert7 

or labor to be procu=e~ or p~id for by the issue of ~lOO,OOO. of bonds 
is reasonably required by applicant for the purposes herein stated and 

that the 0xpen~itures for such ~u=poses ere ~ot in whole or in part 
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reasonebly chargeable to operating expenses or to income, and that 

applicant should be authorized to oxercise in its service area the 

rights and privileges granted to applicant by the aforesaid resolution 

of the Board of Superviso:-s of Santa ~=uz County, thereto:-e 

T::::E P.AIL?.OAD Cmr.,f.!SSION 0:: r::ra ST .. ;'TE OF CAL!FC~~IA r~EBY DEC!JoRES 

that public convenie~ce and necessity :-e'luire and will re~uire Aptos 

-i;ate:- Company to exercise in the service area e.etined on the map tiled in 

this proceeding as Exhibit ~o. 4 the rights and privileges granted .... ,0 

Aptos ::ater Company in the :"'esolution of the Board of Supervisors ot 

Santa ~ruz County tiled in this proceeding as ~ibit No.2. 

IT IS ~~y O?~ERED that a certificate ot public convenience and 

necossity be and the same is hereby granted to Aptos ~ater Company to 

exercise said rights and privileees. 
!'!' IS BEREBY FURTt.: a:q O?J)~?.:sD as follows:-

1. ) .. ptos 7rater Company :nay, a!'ter the effective date hereof and prio:"' 

to March 31, 1938, for the purpose of paying in part, as here-
after authorized, the cost or the water system ret'erred to in 

the roresoing opinion, issue a~d sell at not less then 94% ot 

their face value and accrued interest, $100,000. taco value 

ot its First :rlortgage Bonds, Series A, 5%, due June 1,1957. 

2. Aptos 7later Company may, atter the ettectivo date hereot' and prior 

to :,Carch 31, 19~, execute a mortgage of cl:la.ttels and trust 

indenture in the same torm, or in substantially the s~e tor.m, 

as ~he mortgage ot chattels and trust indenture filed in this 

proceeding on October 22, 1937, provided that the authority 

herein granted to execute said mortgage of chattels end trust 

inc.entu:-e is -:or the purpose or this proceeding o:c.ly, and. 1s 

gr~ted insofar as this voomission bas autho:-ity under the 

provisions o! the ~ublic Utilities Act, ~~d is not inte~ded 

as an ep?roval ot said mo=tgage o! chattels and trust indenture 

as to such other legal re'lu.irements to which said mortgage ot 

chattels and trust indenture may be subject. 
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3. J.~ .. Ptos ':::::. ter Compe.:J.Y shall deposit in 0. bank the proc eeds 

realized from the sale of i~s bonds and expend the s~e 

only for such purposes as ~y from ti~e to time be autaor-

ized by the Railroad Co~issionOo 

4. Th.e e.uthori ty herein Granted will becOtl0 effective when there 

has ceen tiled with the vor.::mission an execu.ted copy of the 

·.;.eree::l.ent of Guaranty by Aptos !.and and -:::e.ter Company simi-

Iar in form to the proposed agreement filed in this pro-

ceeding on October 25th, or in such other form as may be 

satisf~ctory to the CO!'1::lission, and when ..:\.ptos '.Yate= Co~-

~e~y has paid the tee ,rescribed by Section 57 of the 

~.lblic 'O'tilities .;'ct, w!lich fee is One 3:undred(;;lOO .. ) 

!)ollars, El::lC: ""'lhen the agree:lent bet':';een .l"'.:ptos ~Tater Com-

pany a."1.d. Rio Del }':ar Country Club,!ncOo f5.1ed in this proceed-

ine as :::Chi bit !~o. 3,tee been c.:n.eI).ded so that the terms 

thereot "0',:111 bi:::J.d the succ essors and ~ssi gns of the par-

~ies to zaid n;rec~ent,en~ that so long as any of epplicant's 
bond~ arc outstanding, the egreement will constitute a 

covenant rt4nnins wi t.il the lane. ovmed by the Rio Del ~,~r 

.' Country Club,!~c., its successors and ess:gns. 

5. 7~ithin thirty(30) .days after the execution 01' the aforesaid 

::lortgc.ge·o~. chattels a!lc' trust inde:'lltUl"e, .;'ptos 7-iater COI'l-

:pany shall file with the Commission two copies of said 

~ortgage of chatte+s and trust indenture. 

6. ..t .. ptos ~-:8.ter Comp.t.my shall keep such record of the issue) sale 

a~d delivery of t~c bonds heroin authorized to be issued 

and of the disposition of the proceeds as will enable it to 

file on or before the 25th day of 0!lch month 8. ver5.tied 

report, as required by the Railroad Commission's G~erel 

Order No. :~4-!:.., vlhich order insofar 8S ~pplica.ble, is ~de 

a pert of this ord.er. 
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The foregoing Opinion a~d Orde= are hereby approved and 

ordered tiled as the Opinion a~d Order of the rtailroad Commission 

of the State of California. 

DATED at San Francisco, Calitornia,this __ ~ ____ day ot 

November, 1937. 

-+---J.i~~~~¥? 

<- /~/ 
CO!n.":lissioners. 


