
Decision 1'10. 6 - .... , r=. t:!' 
i'~ ( :':':"') 

BEFORE rdE PUBLIC urn.ITIES COMMISSION OF TEE S'IA-"'"E OF CALIFORNIA 

T.n the Matter of the Suspension and ) 
!nvestigation on the Commission's own ) 
~tion of the ?ro?osed tariff service ) 
a.":c.a map, Revi.sed Cal. 2. u. C. Sheet ) 
No •. 63-W, filed by Great O~<s Water ) 
Co. ) 

In the Matter of the Application of ) 
GREAT OAJ.t:S WAtER CO., a california ) 
corporation, and James A. Arnott,. dba ) 
PLEAS~"T VALLEY'W.U'ER. CO. for (1) ) 
o.dcr authorizing ac~uisition of ) 
Property owned by Pleasant Valley ) 
Water Co., by the Gre~:t: Oal<s Water ) 
Co.; (2) Order authorizing t:ansfer ) 
of certificate of public convenience ) 
2.nd necessity; and, (3) Authority to ) 
enter into a proposed agreement ) 
between parties. ) 

C.a.se No. 7626 
Filed May 14, 1963 

Application No. 45123 
Filed January 21, ·1963 

Albert J. Ruffo, for J.;mtes A. Arnott. 
~aI ter Roeaer and :... C.. Bean, for Great 

Oaks Wate::' Co. 
w. B. Str~dlcy, for the Commission staff .. 

!be Commissi~, on petition of James A. Pxoott, filed 

April 1, 1963, ordered a hearing on his application to transfer his 

certificate (granted by Decision No. 53552, June S, 1959, Applica­

tion !~o. 40899) anc certain water facilities to C:r~t Oaks v1ater 

Co., in San Jose, after having earlier denied the application 'W'ithout 

a bearing because of allegations ::.n the pleading suggesting expira­

tion of tl1e certificate for nonexercise (Decision No. 65053, 

l~ch 12, 1963, Application No. 45123). 

on April 15, 196~, Great Oaks 1i1ater Co., a pubiic utility 

serving tracts in the vicinity of Arnott's certificated service area, 
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filed a revised tariff service area map (Cal. P.U.C. Sheet No. 63-W) 

depicting a portion of Arnott's service area within the boundaries 

of ~h~ new territory included by Great Oaks as contiguous to its 

'!?Z'csent system. The Commission, 0'0. iYJ.aY 14, lS63, suspended opera­

~ion of the revised ~p and e~ced an invcstig~ti~n in~o the 

~ropriety of its filing (case No. 7626). 

The proceedings were ~d and suboitted on ~ consoli~tcd 

.ccord before EX4mincr Gregory on June 12, 1963 at San Jose. 

The only issue is whether Arnott exercised his certificate 

prior to June 28, 1960, the date fixed by Dcci$ion No. 58552 for its 

expiration if not exercised; otherwise, the record reveals nothing 

~ropcr in the proposed transfer. 

The evidence shows that Arnott obtained a certificate on 

June 8, 1955 for ,the purpose of const:ructing :md opera.ting Do w~ter 

system for his Plca.s~t Valley clcvclopment, a subdivicled area. of 

about 238 acres lying soutl1WCst of the intersection of Downer Avenue 

and Cottle aoad, in S.an Jose. His 1'13:'1, as described in the decision 

w~ica gr~tcd the certificate (of which we t~(e o~ficial no:ice), w~s 

to serve individual residences, a1'art~nt aouscs, duplex units, a 

motel and a 50-acre shopping center, compriSing a total of about 

842 'W1lt:cr se::-viccs. "rc proposed to Gcvclop the t::~ct .and wa.ter 

system in four units over a period not exceeding four years. Tae 

first u:'lit, scheduled for development during the first yea:: after 

certification at an estimated cost of ~bout $32,000, to be paid £0= 

by P~ott in cash, wes desi~ed for service ~o about 200 residential 

lots in the northT~est 40 ecres of tb.c t=act (see map - "~ater System 

of Unit One Pleasant Valley", dated September 29, 1958, Zxhibit 1 

. .) ;'lCrCln • Tw'o- elevated st:cel reservoirs and a. transmission tl:!li.n eon-

necting with the distribution system sooe 6,900 feet distant were 
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projected for later construction of Unit 3. !he completed sys~, 

water for which was to be supplied by three irrigation wells in the 

area (not located in Unit 1) was estimated to cost about $400,000. 

A.-nott first filed his_rates, rules and tariff service 

arcOl mAP with the Commission on July 27, 1959. The schedules were 

revised, in some respects, by fi.lings made on or about September 22, 

1959.. On July 6, 1959 Arnott orc1crcd pipe for the water system, for 

delivery on August 19, 1959, at a cost of $12,119.25. On August 5, 

1959 he ordered and paid for brass fittings for the system at a cost 

of $5,978.40. During the period prior to June 28, 1960 be also 

incurred surveying costs for location of well sites, completed a 

well, with a tested production of 3,000 to 3,500 gpm, at the south­

cast corner of Unit 1 at a cost of approximately $10,000, and 

installed a pump base and pressure tank cradle at t~ site. 

During the time Arnott was engaged in constructing the 

wa1:er sYS1:cm the developer wi1:h whom he hael contracted, one 1:la.yes, 

became insolvent.. Libra Homes, Inc., tl"lC present developer, acquired 

about 185 ac:cs of the tract and one 0 f Connel, who bad been dealing 

wi th P...ayes, retained the balance of some 50 acres for comroercial 

develo?ment.. Arnott had been developing Uni:: 1 as an individual but 

had learned tbat: tbe new devclo?er> Libra !-!o:DCS, Inc .. , wanted to 

c:"ange t'he entire original subc1ivision layout, including lot siz~s_ 

In these ci:'cumstances, he was wi.lling to provicle water for the 

area, allO'W Libra 3omes, Inc .. , to t~ke over tlle system, 0:: sellout 

to another water company. t~ter negotiations with representatives 

of Libra 3omcs, Inc .. , and Great 031"5 Water Co., it was arranged that 

Great O.a!<s would acquir~ his well in Unit 1 for $lO,COO and extend 

service to the whole development. He resold the brass fittings to 

the company from which he had purchased them, and proceeded, 'Wit:" 
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Libra Homes, Inc., as assignee, to enter into certain cscr~~ 

instructions for tra.'!lsfer of his operating right and well to Great 

Oaks (Application No. 45123, Exhibit D). 

As indieat~d above, the n.pplication for 1:hc transfer was 

denied without a hear:tng. The opinion in that decision, after not­

ing that the ap?lication states that "Arnott is a nonopcra:ing 

company and unable to furnish servic~", finds that "the certificate . 
••• heretofore issued has no: been exercised by James A. Arnott and 

that the same has lapsed and is of no effect. n Denial of the 

:lpplication, however, was sta.ted to be "without prejud.ice to the 

filing of an appropri~te application by Great Oaks Water Co. for a 

certificate ••• :0 serve the ~ca for ~hich the lapsed certificate 

....... as or:r.gin.':.lly issued.1l (Decision No. 65053. > 
We find, on the bssis of the record developed at the 

hearing in this proeeeding, that Arnott did exercise his certifi­

cate within the t~ limitations of the grant. It may be conceded 

that he did not complete the construction of the system as 

originally planned and that there were no customers served in the 

tract during the year following his acquisition of a certificate, 

but the record shows without contradiction t~~ the cireumstances, 

related above, which precluded completion of his project were not 

within his cont:'ol. 11oreover:o tb.c record reveals that Arnott 

rc~orted to the Commission, commencing early in 1960 and regul.ar:!.y 

thereafter until February 15, 1963 (more than three weeks after 

the instant application was filed), the circumstances causing the 

delay in commencing ?lis water operations. Toc Commission staff; in 

addition to advisi:lg him, from time to ti:ae, that formal annual 

reports for 1960 through 1962 would not be required, also advised 
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him.~ on January 20~ 1961, in rcspo:1se to his inquiry of January 9, 

1961 concerning the status of ais certificate, as follows: 

"In the opinion of the COtrIlXlission staff the filing 
by you of the r~tes authorized, together with 
rules and tariff service: are<:. map on September 22 ~ 
1959, constitutes at least partial exerci$e of the: 
authority granted b~ the above·mentioned decision 
/Decision No. 53552{ and you.not only have the 
right but an obligation to furnish public utility 
wa:er service to tae public in the area certifi­
c~ted ~less relieved of this responsibility by 
formal order of this Commission." (Petition for 
Reb.~ing, Exhibit C.) 

The record further reveals that the instant application 

W~ prepared by the attorney for Great Ocl~ Water Co~ and was handed 

to Arnott for execution on or about December 21, 1962· as he was at 

the station taking a ~r~ for an eastern trip; that he executed the 

applic(lt1on without' .l."eac.ing it and tbAt b.e. would not have executed 

;.t in its present foro bt~d he mO"'vnl th.;!t it contained the l@guage~ 

4'eferred to above, which indicated that Pleasant Valley Water Co .. 

was a nonoperating company and unable t~ furnish the present needs 

of the subdivision. 

The escrow instructions entered into by the parties, 

although refer~ing to trans:cr of Pxnott's certificate, the well 

site, a lot of land 100 by 20e feet and various easements, reci~e 

that the sum 0: $lO, 000 is to be paid in consideration of the 

transfer of the certificate alone. rae evidence, how-ever, reveals 

that: it is tr'1C intention of the parties t~t 'the sum mentioned is 

actually being paid in consideration of the transfer by Arnott of 

the well, the well site ~ the PtlIllt' base ~d other installations 

placed by 1~ at the site. 

'!he evidence reveals that Great Qcl(s Water Co. ~ if autb.o=­

ized to acquire .Arnott's Pleasant Val::'ey system, proposes to extend 

service to the tr,'lct under its 'l:Ilr:tin extension rule and that suc:" 

extension will represent about 15 percent of the· total present 
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operations of that utility. rae evidence further discloses that 

Great Oaks is prepared to extend to the Pleasant Valley development 

even if the instant applicati~ is finally denied and that it would 

apply its present rates, which are identical with those filed by 

Arnott, to serv-l.ce from such extension .. 

We find t:be.t: 

1. James A. Arnott exercised the certificate of public con­

ve.nicncc and necessity grmlte.d. by Decision ~~o. 58552 in Application 

No. 40899, prior to the expiration of said certificate as provided 

by the terms of the order in said decision. 

2. The transfer of said certificate and of the properties 

described in the escrow instructions referred to above (EXhibit D 

of Application No. 45123) is not adverse to the public interest. 

3. n1C filing on April 15, 1963 by Great Oaks Water Company 

of a revised tariff service area map (Cal. P.U .. C .. Sheet l\Jo. 63-W) 

is not proper and reasonable because. it includes the territory cer­

tificated to Arnott. 

We conclude, tl~rcfo=e, that: 

1. Decision No .. 55053, ~ender2d l"L.;:rch 12, 1963 in A?plicatic:l 

No. 45123 should be vacated and said application should be granted, 

subject, however, to the terms of the ordez which follows. 

2.. Suspension of the ope::a.tion of said revised tariff map of 

Creat Oal(s Water Company, filed April 15, 1963> shou~d be lll3Q.e per-

manent. 

The authoriz.c.tion herein granted shall not be construed <:.S 

a finding of the va.lue of the rights and properties herein autbor­

ized to be transfe::red. 

The parties b,ave urged that if the Comcission grants the 

requested authority it should be done expeditiously in the interest 

of prompt development of the Pleasant Valley project. 
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ORDER ON REHEARING 

IT IS ORDERED that: 

1~ Decision No. 65053, rendered ~eh 12, 1963, is vacated. 

2. Jam~s A. Arnott, afte~ the effective date of this order 

ane on or before December 31, 1963, :nay sell and transfer to G~~t 

Oaks Wa.ter Co., a corporation, the certifica.te of public convenienc~ 

~d necessity granted to hfm by Decisio~ No. 58552, issued June 8, 
.... 

1959) in Ap~lica~ion No. 40899, together wi~h the properties 

described in the escrO~'1 inst=uctions annexed 3S Ey.hibit D to the 

Application No.. 45123 hereiIl, substantially in accordance with too 

terms and conditions set forth in $.aid esc:-ow instructions. 

3. Within thirty ~ys aftc~ the date of ac~ trznsfer, 

G~eat Oaks Water Co.. sltall file a revised tariff service area map 

to provide for t~e application of its presently effcc:ivc ~ariff 

scncdules to the areas coverca by the ee~tificate herein authorized 

to be transf~rred. Such filing shall be in conformity with General 

Order No. 96-A, and the revised map, if acceptable to this 

COIllClission, s!:J.all becooc e::feetiveon the fourth day after the ~t¢ 

of filing. 

4. James A. A...-nott, within ten days after the date 0;; actual 

trznsfer of said certifieate and properties, sball notify this 

Commission, in writing, of the da:ee of transfer .and the date upon 

wl1ich Great O~($ Water Co. shall nave assumed ooeration of the .. 
water faeilities herein ~u~~orized to be transferree, and saall 

~ttach t~ such notice a copy 0= the ins~ent~ or ins~ts, of 

transfer. 

5. J:mJes A,. Arnott, U?on cOt:l.pliance with t:-,.e abo".re rcquire­

~ts of this order, shall stand relieved o~ zny public utility 

obligations in the area authorized to be served by the transferred 

certificate and prope~ics. 
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6. Suspension of the xevised tarif:Z service area map 

(Cal.P.U.C. Sheet No. 63-W) filed April 15, 1963 by Great Oaks 

Water Co. is made permanent. 

".t'he effective date of this order shall be. the date llcreo~ 

Dated at San FmnciS<:Q ~ california ~ this 0< 3 
day of __ ---,;~ .... , dL:~ ___ - __ ~ 1963. 

d <J 


