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Petition of ALDER CROFT HEIGHTS COONrY) 
WATER DISnuctfor, the fixing of the- . ) 
just compensation to be paid'"for the ) 
acquisi'~on,' of 'property of ALDER CROFT ), 

App~icat:[on No. 43869, ,Amended " ' 

" HEIGHTS COMPANY,;t a. 'public', utili ty ,') . 
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Robert Francis Jacobs, for petitioner. 
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Petitioner, a county water district, seeks:by ,a petition' 

of the~ second class (Public utilities Code',Seetion~"1401 ... 1421);t " 

'filed October 24, 1961,' to have the Commission,fixthe just'compens.a:" 
~ , . . 

tion to be paid for certain properties, deseribed'iDi,·t:he ~tit:10D,of 

Al~ereroft·He:tghts, :'Company, a publ1cutili~ 'Wh1chsUPPlieswa~~r; to''' 
.. ... .. I' 

:sOme ioO; customers. in acertifieated:'servicearea 'tocated OD-the-" 
. .' .,"" ' 

j. ., ' ' I ,: ':',,' , 

steep eas.ter1y slopes, of !.os Gatos.' Creek,near.Los. /~atos.,.Cs.li£orD1a. 

'!be-' Commission took jur1Sd1CtiOD8.£tera,he~iDg<~ri..JaDU~ 
"" ' \1, ' 

4, 1962 on ita order, to shC'W cause (DecisioD' No~ 63393, ,dated March 
'.;, li;i 

.,' "\~'." ",'" ' ",' '", 

13, 1962) • Petitioner, after ,'some. delay in' determ:CDingtbe basis,of 
IL~j: . 'y 'I: ) " , 

the cost study it desired:for the- proeeed:tng,: fiD,ally,'requested'\tbe , 

cOmmission staff to prepare'.aDd~ present' a study ~f:.th~-~~g'!~alc~st,: 
• ,II. • " ~, ' , i ' 

depreciated,. of the' utility'fa,rate' baSe.' eom~~ents .. ,' He:aringswere 
N. '. ~ , .' " : ' 

then held: at < Los, Gatos on APril' ,22' and, 23-,..1963,;before' Ex8m!ner ",' 

GregO~; the','origin~l cost:.'stud~was-,reee:ived, '·1DeVide~ee."'~:I.,t, ' 

No,~'l) ':~d"'~t!~Derrested.: ., . ~: " ' -, . ..",' . , " 
, .'" '"11·:-: ' .. . '-,' 
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'!he utility, at the Apri123 he:ar:[tlg, moved to ,dismiss the 
:~" . J. . , . a ' 

petitiOtl Otl the groUl1ds that evideXlCe, of original cost, alon~~would , 

Dot afford aD .adequate basi&. for daterclinatiotl ofjuat;:compGIl3ation; 
, , . , 

that the Commission should have the benefit of a study of' reprO<!uc-

tiOD cost tlew~ less accrued depreeiatiotl; and that the, eXpcnseof 
" 

sucba; study' should be borrie, by' the' district.the·distri'ct, oppOsed 
. , , 

the motion, assertitlg that a review ofearl1u Comm1s.$iotl,j.ust ",.'. 
. , 

. compe'CsatiOD cases indicated that depredated, historical' cost:: was 

the proper basis for valuatiotl' ofUXlproffUblepropert:1es:suCh·as 
. 1/ " ,'" 

the record showed these to have beetl.- the motion.' ws.Ssubm1::tted aDd; 

.. 
. ',' 

the case ~as taken off! caletld~ at the' U~lity's' request·, (op~~e~:';by.:" . 
. ':"1- , ..: ", .' •. , ~', • '. ,I 1 ': " <,,,.,' , "'. '.' ',' ' .:' lit", ~. 

,the district) for about six ,months. additional ~me toprep.are:the::· . 
• ... ;: •• • .~, • • j~H • 

ut1lio/' s 'showing. i' , .r 
, -

;~; , . The Conmi $s10n , Oil May "21 "196~,,authorized. an amendment:; 

to the petit!on to delete from the orig1.Dal property deserip.t1otl.: 
" . 

",' .. \ " , 

certain office equipment .cd· smal.ltoOl&,est:tmated:by"th~·s:taff'at 

$272~68. 

'l'b.e case was again set for h~iDgfor OctOber,:31,,:196J:'" 
,', . , 

(after agreement by cOUDael as to the" date):, follori~g severallllOnths 
, . , ,', ., , 

of inaction by the utility :[n repOrt1tlg·pr~gress otl'~e'reproduct1otl 
• • I: • 

weeks after notice' of'thi's 'heariDg. had:,be~mailed~ the'utiHty's: 

attortley ~ote a letter" ~b~ t "7)' sutdilg 'tha.~an engineering' firm ' . . . . .', . 

had be~.~eta!'Ded to Wuce the study':~ut" he. gaveDOo est:ti:nated::< <late: 

fo~' its completion. He requested a:. furth~COllt111tWJ~e:,or;,th~tthe' 
• • c' 'c • .",.' ' 

cas~ aga:l.n go off calendar,;. the distr:Cctopposed: thereques',t;a.nd:: 
. ' '. ,. . 

AP~ed at the heariDg, re'~dy to submit, the petition for 'decision 

1.7 tiJi o£ <>roVille, 21 CRe 823; Ci~. of Eureka, 19 CRC.952; Fair 
o Irrigation District" lS Cic04 •. Annual reports of -
A1dererofi Heights compaDy for the years.ISSS. through 1961, 
following acquiSition by the presetlt owners, reflect average 
aDDual net losses II' after deJ)reciatioll aDd taxes. of aboat .o?1422, 
for service to' aD a.verage of 112 customers daring the period~ 
1he annual. reJ)Orts have' been illcorporatedinto, this. 'record:' by: 
refe:renc~ 

'. 
,I.· , . . ~.); . 
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":, ~~." ... . '" ' " ',' ,on the record. the utility did flot ap~ar. The case was tbell ~take'D_ 
'. \ ... 

:of£·:' ~a.letldar and the parties were itlfoxmedthat it would: be restored ' 

if~ by November 15. 1963, the cOmm1ss:[O'D were ad v.i. sed ,that~the utility 

would be ina position to proceed; with its,shOwitlg. 

Otl November l~ 1963 the Commission reeeived'a'leeterfrom 

th~ utility's- eDgi'Deering eODsultaDt 'to the effect' that the:, study' 
",;', ' . ~ I: ' . ; . " . ,.' , , 

wou.ld·,be completed withfn four to sixweeks~ The ease was: theD 
." ,.' ". ~ 

restored to the ealeDdar, for' heariDg~ at -Los Gatos on JQlUary 2'3; '. ' 
, ,"': , :,,' - .', '.,'. ,."'_,', ~~' '0 '. ' < .'" 'I 

1964'aDd~ after three' daysofheariDg, was 'fillally,subud'ttedfor 
". "' ",. . , ' , ' , 

c1ee1~1onon Februaxy 4, 1964~ ~ , , .. " ' 

, TheoDly issue preseDted by, this record' CODeerns, the ' 

proper measure aIld',amoU1lt of just compensatioll'tobe })&d; fOr: the 

properties. 'since the ·ut1lity~ by eleCt!Dgto: proceed witlievideDc:e 

re1atiDg to reprod~ctioD cost. must be deemed' to have, ab.tuldoned':£es 
" j I "1'< 

motion to dismiss: for lack of such evioeDce ,ill th~ earli~:'~~g~s,' 
, ' 

ofth~ proceeding. 
• oJ'". 

Resolution, of, the issue ;[s atteDded by_some UDusual, ,circum-, 
;1 ,\ . . . ," . ' . ", 

stances pertaitliDg to these "properties. amoDg which are uncertainty' 
" 

. . I. ._, ,_. ',' ,,'.' 

of, future water supply sourC'cs~ the' dearth of suitable ba11cHllg n,tes ' 
. , ,I."" 

, , 

for future developmeDt aIld the d:lff1culey of ,supp-ly:[Xlg water :[ti the 

steep terrain,_ The system was ill substalldarclcond1tiot)" when: the 
.' . , 

present exmers, Earl A. LaPorte aDd' bis::£am11y. puiclW;ed~,the>stock 
. \ . ' " 

of~ the utility corporation in 1954 for $2,500'. tbe'eoImni~si:oni,~, 
rec:o~d$ of rate applications and ,serVice'1t1vestigadolli,' in: 'evidence'~ 

. .l· • '. '.' I. ' 

are replete wi~ aecoutlts. of ~pera1!ional axJdf:rn~aic:ri'~esboth ' 
~ , 

before and afte-.c aequisit10D by the LaPorte, familY .. ,' '.tb.ereis: little 
;! . 01., .', "', ,':' r,'. ,'.... 

doubt that the district was formedlargely>because ,of. the 'dissat'is-

factioD of maDy consumers r.dth ~ec~~~ ;~r' wat~" sb.o~ta~es, l~~' 
_, • ~ ..• t' . .. '. 

pressures at ,~ta1n points on· the sYstem alJdother 'deficiencies', itl 
~. .~ 

supply or facilities. the evideIlce ~~Ws. h?~~:,that's~~~e 
• ," .' ~: I ~~' ."' ,~':~,:"~~~:::'~.:'<~::: i., ,,>. ,,~ ~~ ... 

improved during 1962 atld 1963,. 'due ,to' s~eD~',e'f£orcs:~~the,'" 
, ,~ .. ,~,' ""~'::-' <. ~':;~,!: ' " 

',,, . -3-

, , 
:i, 
,'. 
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managemcrot aioecl by a rate increase in 1962 (Decision No.6J.74()', 

Application No., 43786) ,aDd donation, of,' ~ut $2SO, by a:: consUmers' 
" . ,', \ . , . 

association for repairs to-the'lIl8in' pump 'station, :£.n'the iatter '. part, 

of 1961. 

,the district has urged that . the just competJsatioDto':be 

fixed by the Commission not exceed$2S,20S~S2, wbichwas show by ,the' 

staff's study to be the depreciated;' brigitl&l' cost, on: Octo~24, 
1961, of rate base eomponet2ts, togetherw.tth ,laDds, rights-of~way, 

aDd water rights, after ~Dg a small d'educd.oD ,for' eo~s~er,conw 

tr1bations,for pump repa?rs. ,: "",, ~:;;.''::;'\, 
'> 

The complmy aSserts that its evidence shows: 'tb8:tdie:':~epro-
. . .. ' l' 

. , • r . \ , 

duction cost new, less accrued depreciation, for the total~lity 

p.lant and, land would "be $67,540, 'which' stlmincludes 11 percent, for 
Ij', .... ,. 

g~eraloverhead (Exhibit No. 9)~' 

the district, in, rebuttal, offered'evidetlce purporting 'Co- ' 

show that the market value of the_,propfJrties, as< of October' 24~, 1961, 
, 

was $20,000. If the depreeiatiOD:<res~e' shown in· the'staff!s study 

were restated to reflect field condit1~DS. the market:" value~of the 

rate ,baSe COIIIpODeDts, accordiDg ~ ebe. d:Cst:ri"t:·$wit:De88~.ioald 
be $18,.000. . . ". " 

The determinatioD of Ujust compensation'" by the" CommiSSiOXl 
I I '. 

involves a judgment' representing what it considers to: be the fair 
, ' 

value,-' iD moDey, of 'the sought p,ropertl.es",itlcludi~g'latJde~,capital~ , 

lhe staDdard· is frequ:antly' said to be fair "market'" value,., wheretbe 
, • I • " 

existe'Dce of, a market value can be shown. In order eo arrive' at ,suCh, ' 
a' judgment~ the Commission may look to what, therecord"sbo~scoDcern;.." 

I.' .: I,.' , ".', !',,' .' .~; • " "" ' 

iDg the physical plant and land, as of the date on: wh1ch,'th~, petitiOD 

was. filed. 'this recordcontai:os evideDcedirected, to: '(lrthe ' 
j' 

original cost, deprec:1ated, of the utility's: r.atebase dompone1lts~ 
"" -

plUS land ,atJd "iDtaDg11>les; (2) the reproduction cost: neW. 'less

accrued deprec:1at.1on, of the, physical plarit:(w1th'ario w:('tboat 
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overhead), plus estimated land values aIld illtaDgibles; . (3):, ,the re- '" 
. . I' 

corded arJ'cua.l gross income a:cd expenses, includillg deprec1Lation'a:cd 
, \ ' 

taxes, the recorded Det reventtes or losses axld the lltlmber,'or,con-

sumers, ~or the years 1955, through 1963 under presellt ,o~ership 'aDd 
. ", . :;.. " 

for previ~us yeara under' predecessor owners. 

;':~ Ibe, term. nmarket value" waS defined by the .disf.:net's: 
, Y I' 

ellgineering consultant as "the h1ghestpr1ce estimated: 1~ terms. of 

money that could be obtained by a willi:cg se1lerDegotiateo,:: With: a 

willing, purchaser who, has knowledge of 'the'uSeS:atld:capaSillties'of. ' 

the property". the Commission, ill City of North Sa~ran'lentO:~56 " 

C .. P".U.C. S~,'561, stated: 

. "Ill determilling just compensat1~:c the ColXllllisS:!oll 
should consider those ,matters which would 'be' considered 
by a will1:cg seller and' by a wi ll:f.%lg buyer each of" whom 
bas k:cowledge of all, the uses ana, purposes' to which the 
property is best adapted aDd for, which it is. capal>le of, 
beitlg used'. ft .,' • ': ' , " 

Informed parties to the sale of the utility proper:t1es' 

involved here would certainly be aware of at 'leaSt the folloWing, 
, , 

fac:ts., ascertainable by itlspeetion or, revealedby.th~:record': 
,. l 

1. The properties are' dedicated and· limi ted: to 'pabllc 

use and are beitlg operated lawfully by a public':ut:Clity 

~ater corporation ill the community' of Ald~croft Heights 
.. ', . 

UDder visible condi tiOtlS of terra:Lnand'~area ::develo'pme~t:> ' 
• , • "':'. '/ J 

• ,~': . ',' ,.;: ,~ ',. I, i~;i -:' ", , '. I. ,. .' 

to the public or until some, other use: is authorized. by '" ' 
\, .' 

this Commission. 
, ,', 

2. , No other private et2tity :may operate as, a publ1(: 

utility within the 'compaDY's se'~ee area iDAlderc:ro£e 

Heights' unless it obtaills a ee=t1fieate 'of, publici. con-
, f .' - II , I 

, . ' ,< I;' .,' 

ve:cicnce aDdllecessity from: this.. Commiss:£.on~ aDd :this: .•• , , ..'.' , , ~ ... ': . ,r·· ',.'.; .. " 
Commission may grant such. a certificate only after ' . , 

'" ".' 

mald.ng a f10ding that public , cOllven~ellce . and Dee~:t~' , 

require or., will. requ:i.re the construction',of the' :system', 
, . , ' )' 

needed for s.uchoperation., , ' 

-5-
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3. '!he district may parallel the 'company'"s'liDes'a:=td': 
", .' I .. 

operate a Compet1Dg water system. in Aldereroft . Heigh,ts'" . 

without authorization from. this ··Commission .. 

4. The compatly's presently authorized'rates for w~Lter ., 

service are those which this Commission' hasfou:od will , 
, :'/ 

allow the company aD opportuDi ty to eartl a reasoDable " 
., ':' _.' .' ;i

n 
'I," c 

returtJ on the origiDal cost of' its properties. (p1\:5i: an'. . 
• . ' ,"0\ 'I .• 

. " 

allowaoce for worldDg capital) after dedactiDg the ':,. 

deprecl.at10n "reserve, advatlces. for constructi'oD, (none 

areillvolved' herein) and. contributions iD a:£d ofcon-,~ 

Struc:tiOll. 
. , 

Other items which have been cotls:£dered~ iD detertD1nitlg just: ' ... 

competlsation for public utilityproper~es are: ori~nal. ~~ost,less.' 

depreciation; -::rate base; comparable sales; capitalized, 'earnings; and 

present day cost" sometimes defined' as. the sum of (l)reproduction':' 

cost flew less depreciation ofphysieal properties: other than lands :< 
'\. .:,' '., ", .' ~, .~ , .:' • • ,:" ,< • " 

aDd rights-of-way; (2) the market val~e of laDds.,. easemetltsand , 

rights-of~way; (3) the market value of water rights;. and(4). orgci:l1za-' 

tion costs and go1Dg concern value. 'J 

. ' ,n 

. _GeDerallY, and'w.£thoutregar<ftctb.estatus of' petitioner 

asa public agency~ a. w11fitlg pur~er .aDd a willi:lg seller of water 
~ '. . 

utilitypropert1es would UDdoubtec1ly cotlsicler both the 'p~es~nt~ an~ 
'.'./,,, .. , . ,. 

poteDtial earnitlg power of the properties and: tbe'presetlt day cost,: 

as: 'factors affecting market value. The wi lUng: purchaser would ., ",' 

expect to be able to-earn a: reasonable·re~onhiSi.Dv~istmellt1nthe 
I II '" . '. 

properties aDd he would be unwilling to pay'muen" "if . 3Dyth1'Cg.~,:.ill 
, . ". . ", .. '. '1" ," '. 

, ~cessof the present day cost of the properties iD~ew:'~f '~e . 
" Ii 

J>Ossibility of the water systembe1ng paralleled or cOll~,emn~"by .. a 
• .' , .' I,' 

. " 
public' ,-agen,cy. 

-6-
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There is no substantial dispute" on', thl:s' recclrd,.a8':,:'to 
" {;. 

~ '·t·, . 

the ori&1nal cost of the properties depreeiated'~ We: f:f):)d that the 

origiDal' cost,. depree1ated,. of the propereies~d,the :~ate base com-
o ~ t,,' 

I;', , 

PODetlts,. as of October 24,. 1961,., is as set: forth in Exhib:ttNo.l 

(with the adjustments noted) as 'follows: 

Total utility, plaDt,. including. 
iXltangibles" laDd rights, and 
water rights ' - $28:,70'1a 

Depredation reserve 1.1 ' 3,396"., 
, , Subtotal "" • 25,30<-' , 

ContriblltioDs.' :En aid of' eODstruetion: : '" ' . '26il>, 
Total 2S,ozt4 

a Excludes office furDi1:ure' and: 'tools 
deleted by amendmeDt to petition ;' 
($27~. 68) • ' 

b 'Xbe record iDdiea.tes. that $260.66,,:wa:~ 
cODtributed in October or Novem~, 
1961 by the Aldercroft, Heights .,' 
ImprovemeDt Association for, pump 
repairs. 

'l'he original costs were developed for this proceeditlg: by, 

iDcludiDg all surviving comPODet1ts of t:heor~giDal p1axatas"·set' 

out in' an appraisal, dated February 13',: 1947 ,:madelDco:c:c~ct10D ' 

with a. rate application" coq,laint axad service 1Jlvestigation. (See 

Decisions Nos. 40422, dated, JUtle 17,1947.' and 406SS,.dat,ecfAugust 

26. 1947. in Applicatio:c No., 28018: aDd Cases :Nos., 4853, .' 48S6:~),:;' 
Facilities added after February 13,. 1947 aDd pri.or toocto~: 24" 

1961 were inciuded in this proceeding at· costs established~:'at1d'~' 
. , ... 

adjusted by the Commission's staff' in APl>l!cationNo. : ~3786~~(i:C this 
I' •• \,'" 

record by reference). UX:Irecorded' plantadd1 tions were':aDaly:ied:ciDd 
, "' :;, ' 

added at estimated, costs. after ~v:I:og consideration ;to":a:cya.ya:tlable 

records of material and labor expe:cded, aDd the dates of insta1.1ation. 
'", I ,. , ',',' 

" For purposes of the staff exhibit, in' this p:oceediDg., the 

physical i%)veDtory of v.1sible fac:iUtiessuc:h" as: reser,~o!rs'.:;',:tamcs, 
springs,. pumping equipment,. water treatment equipment'{offke£urn1-

, . ' • '"""" ,r",,>. ,W' . 

I ," .' :' " I: J , .. ~" .',. 

ture and:=oo1:-, was based OD 8; ,sarvey made itt' cotJDecd':oxi~wi.tb. . thee 
• ... u " ':" '{ ',,' 

, ' )1. ", '.:, :~~~~~ f~' . 
. I', \~::':':~'; r 

-7-' 



... 

:. ~ 43869 Amd. GH. .. .,,'( , 

" 
, 

... . , 

utility' $ ~aSt rate iXJcrease applicatioIl~ gr&:eteo 1tl 1962 (Decision 
• 1\ j, ~ '. ".'.' , " '. 

No. 63740; Mi~ 28, 1962~ AppUUtiOt1 No;.. 43786),. sup?lcmenteo, by the . 
,I , " ., ' . ~ 
,I " I • 'f' ,)'. . 

detailed 1947:;appraisal; va:r:1ous adjustmentS to plant·'m8.oc'by'tbe· 

staff 1'0 Ap})licat1on No. 43786; the company's annual· r.~orts of 
,I, " 

I . , . 

1947 to, 1961.r inclusive; available. cotll~y'rec:ords;. and· a deta11ecf 
, . ,J,I, ~ .' . . ",' ,:,I~;" ~ ,: . ./ 'I' . 

. quest1oniXJgof the compat1y' spresidcXlt: as: to .whatcomprised· the 
. ' '. " ,. . " ",.' r~." "'. " 

add:ttioDs .' to p.lant siDce 1954~ .... the year' ill which ,the. ut!l1ty.was. 

.. acquired, by 1 ts present; owoe:s.. 
. . , 

With regard to~mains~ meters 8lloservices, ~:lo:'physical 

check in the field>was made to verify their"s:l.ze 7 ~~or lO~t1on.: 
'!be inventory of thesefaeil1ties was baseo>wholly OXf'811,exa1u1llation .. 

of existing. records' SXld,'a =ev.tew, with the utiti1:y's\'pres~de%l~'~~f' .... 
, i. i I, " 

the eDtire distribution system to ascerta.!ll wbieh of:~\the ori'gi'Dal: . , . '~ 

"J ,.' 

fac:flities were still in use and.which had: ·been ret1red"plUs. a.. 
/1 ' .!' ' '.-

oetailed i·tem1zat!ODOf al.l add1tiOllS made by ~e' pr~~seXlt:o~erS'sitlee 
I . \ ,',-. , . 

.' ,.'\\ 
I 

ae~1s:t t:[o~. .. I' ',' 
"I I ,',. 

'Ib.e record reveals that the utility, prior' to .October 24, 

196,1, did not keep a satisfactoxy set ofreeords on' a:dditio:DS aXJd" 

re'ti:rements of plant.. Analysis of 'the' . system, the 1947 appraisal 
, 

atld the company's aDDual reports showed thatthe:rewas Oll, the books 

$10,385.21 worth of facilities no longer 1'0 use. !hat amo~t' 

includes adjustme!lts made by the staff in Application No~' 43786. 

, totalling $8:,301.80, aDd in the original cost stu~y: herein, for 

retirements of mains~ services .8:od meters, amountillg"to $2;083.41~ 
• ": . :;.. I' , • '. ' 

'lb.e depreciation reserve of $3,395.73" shown in the study, gives 
,'I •• 

. effect to the foregoing adjustments and: to' depreciation eXpense on, 
, ',' 

the remailliDg plant for the first 10moll~ of 19&1:tn' the"~oU:lt::;{ 
'of $800.87 .~I 

~7 The depreciatioD reserve req,uirement for thisuantywasesta&: 
lisbed by the 1947 appraisal, usi.'Dg a -5 pel:ce'Dt siXJk1ng· fund 
method. A subsequeDt decision, (Decision No. 55561, September 10, 
1957, Case No. 5494~ Application No. 38538). :revI.:sed depreciation 
accruals to the seraight-litle re:na1n:£.llg life method usillg aD 
annual rate of 3.11., reduced to .31. in.1962.by Decision, No. 63-740,. 
s~." " 
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!he company'S study, dated.' January 2'~': i964~ of r~roductioll 
. ,."1',' . . .. ' . ..; 

cost Dew less accrued depr~ciat1orf (Exhibit No. 9) notes that .wlrl.lc~:-;'·' 

the valuation of the SY$t~' is as ofOctober',24, 1961/:!'D'Ora~to>,; 
I • .',' , , " 

allow comparisoD with the origillaJ. cost d~veloped by1:bes.taff~': ,. 
i. ":, ~ , ""." ." • ., . . _, ' ':: ,', 

there have been sigD:f.fi~t add1tioll88.Dd 'retiremeDts s:[Zl~~' that date 
. ~ . '. 

which, when illcluded, will materially affect the ~eproductibx;.'co$t: 
~ '" I I, - :' 

'I.' '. ' ..... 
\\ Dew of th1s system.' 

" 

7~ '\ 

Asurmnary of 'the results iDdicatedin ther~prod~ctioD .,.\ 
;' i,.'1:' 

cost study aDd those developed; by the staff iD 1~,orllgin.8.t c~st 'j'.-
,:" l ",' 

exb1bit:,:iS show below (fram'EXhib1tNo., 9,. P~ 4 ,aDd,ExhiMt ,NO."l .. '~ 
. Pl>. 6, 7):" "",' . 

Reproduction Cost New 

Aect. Excl. 
No. Acet. 'Ii tle Cen.OH 

IDtang1ble Plant: 

Incl.Gen. 
OR @ 111., 

301 Org@ization $'1,720. $ 1,.720,.' .', . ", , .. , 
,. 

Tangible Plant ~:." 

306-

312 

324 

331 

342 

343 

345 
34& 
34S 
372 

374' 

Land'~landrlghts , 
& water. ~lgbts 16,610 
Souree i of·' sup-
ply plant 5,800 

Pumpi~g: .Equip-
ment ,.' '. 1,950 

Water'· treatment 
equip~t 

Reservoirs & 
, 500 

Tanks . 19,900 .. 
TraDsmissioZl'& 

3S.~AOO 
3,.010' 
3,480 

150 

DistribaeioD 
Mains;

ServiceS' 
Meters· 
Hydrants, 
Office::.~ .. &, '. 
Equipment ' ." 

Oth~·GeD~,··· 
Equip_:: . 

,.' 

16,,610 . 

6,440. " 

2,,160' 

. 560· 

22,090" 

39,.300 '. 
3 340" , 
3'860 . , , 

. 170 

Sub-total-Tangible 
Plant' .' $80,800' $94,.530' 

Tota1-Util1ty Plant 83,520 96',250 

RCN: (incl •. 
OR) Less" :: 
Total' Ace. : 
Depr~ of 
$28,710' " 

$1~720, .'. 

16,.610· 

6~180 

1~470' 

480 

13~240: 

23,200: 
2,950:' 
1,.660,. 

110,' 

. ,., 

$6$,820 

67 ~S4·0· ". 

(a) Deleted,'by ameDdm~tto' petitiOZl'~ 
" 
",< 

" 

-9~ , ... 

Orig1Dal 
Cost, 

(Nearest', $) 

~~l1S' 

2~22S. 

1,.300, 
. , -. 

'. ,.' 

.' 500 

·6-,845, 

10,479;., 
2',633. ' 
1,344'" 

'134' " . .' \ 

. '. I 

. ",::, 

'", . 
• \l ",' 

'j, 

',', ··.·206:: (a) 

,', . ,,: 6&';':(a):'.·' 
J' '. 

I~ . . 
. .1 ~ 

" J ~ • 

$~8;973· .. 
. , 

. '", 

, . 

.. 
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Except for some nd:oor difference's, the, inventory, used::t~, 
" \ ,,' 

the reproducd.on cost new study ;[s identical, with the'inventory , 

detailed in the staff's original cost study. The author of,' cll~::~':RCND', 
. ' ,'. .' 

study, defined "reproduction cost new" as ~'that cost which: i~ 'esti-' 
;,' !.', . :::1 

mated to be required to, replac:~ theentire'systexr},as ~'s;['Dgleu",!t". 
, " 

It includes the ,':ce.wconSt:rl:ctioIlcost of~ thephysic:al',plant':aswell' 
I • • ~ J , 'I 

as the cost of' land ' 3Dd~ right-of-way, eDg1neeriDgaxld:i legal fees,: , 

," iDterest during construction aDd all: other' costs, required to: con-
~: . " -.' , '" . ',', \ ~ : " " ' .' .' 

seruct the system complete ::1n, operating c02ldition:. 'Ihe'general, 
, ' " ." \','" 

overhead of 11 percent shOWD :f.nthe'study, include,scostk ~ppliCable 

to the const:ructio'O of the physical pl~t as a unit" i,engiDe:er:LDga1l(l' 
• I .', .~/ r .. . , " 

administration costs, interest and ~es. IDtarlgibl~a plant> (i.e .. ~, 

organization) costs used approximate the actuaLcost:g" r~~u1redto 
. . . ' 't' " .,. ", 

organize, in 1962~ a water compaDywith' finatJcialcb)a.racter1.sties. 
, L" 

similar ·to those 'of·Alderc:roft· Heights' Company., 
" 

With respect to latlded capital (main s.tati~ll,,£iV'e reservoir' 
I, 

or spring sites, associated water rights, p!pel:[;oe &'Od:reservoir 
, ' -

easements- and' rights-of-way), the ,value ·of . which was:'· the. subject of 
" 

cODs;[dercl)le controversy, the study Dotes that . there;: wer'e, very few ' 
,'.' , . . • <.. ~: ',', ...... ,"~~,~::~.:~.'~ • 

sa.les in the area from which to judge comparati ve- pr1.ces~ ·Als~~::~:;tb.e:,: 
'I' ., • 

topography and, irregular shapes of -the rel8.tivelY fewparc~lswe~e 
'. . .' ' 

conSidered to give to each ~tetlt1albuildiDg:s.ite a.·~ac~erti:kt 
would appeal only to a select group of' b,uyers;': .' Examina.ti~~':'of~ch ' 

, . - ' ': ;,' . "", "" '.-' :' :;.:", . 

paxcel illcluded consideration' of lot size:: requireme1'Jts:~ (10,.000 sq. ft. 

minimum), location of lot 'lines,. topography aDd ·adequacY.:cf'access.,' 
. . ' ~ " ", ' 

!be reproduction eost of, each parcel was based on the ,'author"s 
, , 

opiDion of' the fair market value of each 'bui ldillg', s!tecomp,risinga 
" " ~' , 

pareel, .as well as considerat1onof the-valueof' eacli:p8:reel'iD>ita: 
,. .' - ~ ,: ' .. ' ,.;. ' '. ". 

entirety. In' es:timati1:g the' present (October 24,., 1961) ;~iue 'of'tile 
,-"": 

laDd, the. author of the .. study, gave eons!d~rat:rooto~s.alel~pr1<:esof', . " ' , 

-10-: 
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similar lots in Aldercroft Re:[g~tsalld in simi:lar,(i .. e.;J mo~tai~ous) 
aieas.; opinions of local' realtors; opin1onsof ap;raisers' 1'0 l~l , :~. 

, '~' ~~ , 

lending institUtions; aDd the < assessed , value onlyo~lalld:. 

-, . 
" 

The CompaDy also called'th::ee local realtors; ~ho~:[o :addit1on' 
, ,." , 

to the:president of the utility~ .. expressed'their opini~!lseODcertliJ:,g 
" '", " ' ," ,( 

1:he ma:rket value of the util1ty~ s. laDded eapital;Jexcludi'Dg ,water 
.: . 0' .I~;~,;!·' . . .,' '. " . " ':, " ',' .' '. :. 'j '. 

rights., ~ghts-of-way a:od 1Z,sements; the: costs of these excluded 
. Iii '. , \: .~:~,':';;' '. . " ,i',".' 

,elements 'were est1:nated in tlle!:;;;orlginalcost 4'Ddrepro<iuctioD cost, 
. ~ , , .", 

Dew studies at $560 and $31~~:,~espectivelY.'" 
: . : /' ,)' . : 

'l'b.e average value:: .ot'~the si:~parcels descri~d i'D: the cos-~ 
• ,... " ... ,~;, '~~ ,;; • ' , ' • • \; • ' 1 

studies, aecordit:g to tbt'comP-::::lY's witnesses, ~OU1:lts)"toabout 
r '",,' I , ;i::; , 'I', , . 

$17,370, ranging from a ~,:~,~h)~~ $19,300 (by: the'com~Y'spresic1etlt) 
, I 11.f" .,ili. ,,1(. '(' , . I 

'/11 'I' i\. ,"" i 

to a low of $15;.570 (by 41~~~~~~. \~~d~ a" local.~ea1t~r);,. > _ 
'1'1"., ,,~., •• :,~ .... ~, -, I " 

.' ,." I r ... · .. ~" , , .,..- • " i' .. ". ' 

1'he di~trict, b)';,;-:,\18Y \~~f rebuttal;J< preSelltec1'1 testimony of 
: ,<'t~i!I\~' '" /.1,' I-\~ . ,.,. ."", --'. , 

aD cxpetieDced real esta~:::;~:~\?pr:3iserwho was f=11iar, wi,th properties 
li~l:.irl:::~~\;I'j:( ~', :,1,: . " ,,),~,' 

in Alderc:roft Heights a.Dd~;:i:i\!D .• {iar, mOU'Dtai'Dous. areas. /;B.ased'on sal~s 
, ',l:-"'!~:;~:~'i!,';r' ", . ' I ,t " . .' 

data of two- improved, lots i:{"Alderc:roft Heights iD 19159: aIle> all' " r .' , 

1DSpeet10D of the sites involved in this proeeeding"'lbut ;excludiDg 
, ",' "', , i " 

easem.eDts, rights-of-way aDO water rlghts~ he placed~;"atotal market 
,,' '~ .,' 1,' . " •. ' 

value of $4,300 on the six parcels;J or $11,185 more' thalltheorigiDal ' 
, ; , "',,J', '.,',' ", ' " 

cost study figure which iDcludes, easemeDts.;J' rlgb.ts-of':':way" atld~::water, . . . " 

" 

rights~ 

ID genera1;J the utility's witoesses consid~ed~t ag~' . ' 

builditJg site ill Aldercroft Heights;J with a vieW' ar:d: \aoequate access, 

would have a. market value of =3.boUt $3,000 for those WbO,m.!ghtdeS:i::,e 
, ,. 

such property. The 01lly district witDeSs' who-testif!ed:\:(ns~me detail' . ' , , , ',-' ,. 

concer'Ding land values iDdi~ted that bis appraisal of:$4,30o.'~or 

the six parcels was iDflueDced by cODsideratioDs' of small, ~ize'; 

p:recipitouslless, or difficu.l.9" of access. 1'he stafft~ eStimate of 
'''"". 

$3;Jll.Sfor l8X2d~, lalld rights :~d waeer righuwasiDcluded::1as, its,' 

estimate of 'the orlg1%Jal coseof,those properties~ withoUt, reiard, t~ " 
, " 

.. " 

" " 
-11- ,': 
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aDY subsequent eppreeiatiol1'):in value or possible use, for r,esi-deD,tial . 

. '1~;" '" 

bu11ditlg,sites which might ';;e~tittent :030 study basec:l"ol'l' repro-
~ . ". . , . ... ' 

ductio'D,- cost ·t)ew. 

Summary 2.Dd~ FillGin~s r 
'j 

. ,.", ~ .. 

Determination of the ~ket value of thesoughtprope;ties, -
i, • 

purS1!allt to the 8u:tdes for fixing just competlsatioD pre~OUSIY 
, , 

adverted to, requires that we give due cOJlSideratioD tol''Wha.t is 
.' ! ~, ", I 

" 

revealed by the eDtire record. Apart from the cost stud!~' and ' the 

various opillions conce:rIling land~ values, 'from wb.!eh.we;~w::.t: d~ve'" 
,. I' . . . 

a judgment' as to what we consider to. be the market va11le".of' ,the 
, ',.1 ' 

properties ~ we c:.al)llOt overlook ,"what the reco:d revealsl
; ~otlcerniDgtl:.e 

, '. ," <~;~;i' :' ,'. -. " 
underlying physical aDd,: e~:cot:li~.· facts. 

It is clear thb.e<bhe eompaDY ~ with few' millo,r exceptioDs', 
• '. ,It. . ,'1 , 

has tlot heeD making ea:rllings. suff!cietlt to meet operit!12g:expeD8e.S, 
,~ . "," . 

:i:neluding depreciation aDd taxes, or a return' o'D:tcs/investmeDt. 

Tb.us~ the lttility caD be considered' a "g01:1& cOlleernlt»aSof'O~to"er 

24~ 1961, only ill the sense thatit.was 'ill: actual oPerat:ioD;~>but:riot> 
'. \' ' . '. . 

ill the sellsethat it was do:£tJg a profitablebusilless •. Hence,) there 
, . ". . ·1 

is. laekillg. a foundation ill this' record for cons:tderl;Lt!on,' of1tgoing.. 

cotlcern" value (other than nil)' as aD element' :£tlf:tinngjust compen-
'j. , 

"s.atiOIl, or for the use ofcapitalizedemiDgs as ar.st:mdard<'for·· 
,. > ," , ~ '" ,.; , , 

" , 
valuat10D . of the' properties. 

.,. 

Other .··facts" ha~ng 'an,a~ver~e effecto:cn:~k~:::' value" 
. '" . '. '" ' .' .... ' J .~'" ." 

(questio:lab1e co:ct:illui. ty of' the Los, Gatos . creek 'source:,of . supply; 

difficulty of ma111tailli:cg adequate tra:osmissioll or:;distr1bOtiO:COf 

available spriXJgwaterill the h:tllyservice area.;lack'o·f,'prospe<:ts 

for any substantial ill crease in reve:cues due to the geOgrapbical'ly 
I ,,'. 

., " 

restricted consumer base) must also'be eonsidered. i, Unou·,·'the circum-' 
, .'. ,'\; "',' :. ,,' ."' 

stances, anypurc:haser of the properties . .as of October 24~ 196-1, would 
• • r , 

. ..' . .'.' .. I .... <' . ;', 
be faced~ Doe ~Dly with the problem> of ~laci1lg'the,syst:em"and;its 

,. , " .,' '..' I, '. " . ,'. 

\'~ , .. 
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facilities iD adequate world.Dg order~but~ haviDgdoD(~ ,'so, w1!e;,..~e 

additional problem of devisiDgsane::11lethod:ofinc:reaS£Dgearx,ing,' , 
~. <,~,:',~ .... :,,~, . ~.. i!~' ,', '", .,", .,". ' '". 

power ~ if o:oly to recover depreefatio:DaDd other' charges: appucal:>le , 
,,", 

to its operation. , ..... " : 
fr' 
i' 
i 

In '.arriving at a figure':::or me fa!rvalue ~'f.the'$oaght" 
. ,':,,' ,":". ...:-','" 'I",' ' .' 

properties~ we have cODs1.dered' tnat"with the exc'eptic:l:J;of:o:o~ or':two 
, :' . ",J", ", .. ', ','.", . I.' 

private systc:lS installed by former', cODsumers ' d:!SlU!tiiif:!ed'" wftll' , 

recurring s~er water shortages~ 

feas1ble11leaxls of supplying water 
.,' . I , 

oWllership or operatiotl. ' 

~:..' '!- . . . , " 

they' afford,: the,onlj~ presently, 
• I ~ 

,,' , "i" ,"" 

to', the: COIDmCDity' ,UDder,-any'form, ,of: 
,: : ", " " ' ',,'\', "'..' :,', ',,' ',,' , 

I 

i: ," " 
, I 

!he CODCept of "market valuetr ~::r.f:: applied' t:~ thee~,px:oper-,' , ' 
); '" .: 

ties ~ would be UTlreausticbec:ause of thespecfalcir:eumstance&:t: 
il I' .. 

meDtioDed' above:t UIlder which the syst~ haS" fUDcti~De:d:over the years~ 
. ... .) '...., 

It is doubtful that aD investor, acquainted wi th the. :'~uti11 tyr·s :, 
< • ;1" ' . 

f:i:oatlclal history,. limited sources of· water alldun£a;~orab-ie·growth. 
',' '. ,. I . l' • 

, . . ' ~, '. , " ',' II' " ," ,,. " .: . ," . ". 

poteDtial~· would cOXlsider purchase· of· tbe,properti:es;' asa desirable . 
. , .,. . i, ' ,'. , 

venture. Rellce, UDder the cirClJmStaDces: show by this'record.;t:b.e; 
" ',..' 

value of the p:operties must, be determ:£Decl byresor~\; to other con;" 
il . 

" 

cepts than reproduction cost or cODsideratioXl ofeax:,ningpower.,· 
I .> 

Accord111gly, although ~e have cOXlsidered aDd: weighed ,the'. ,ev:i.d~lj.ce, 
, .~' . ." 

eODcertli1lg reproductioD cost new, less accrued deprE:ciation';, we are 
, i 

of the OpiXlioXl that the proper basis forascertailnn~t,'of.the;just 
• , ,'I. , 7 . 

, .. ", I . .' ' ,," 

competlSac1oD co' be fixed ::tIl this proceeding :is theorig::£nal\cost 
I '" .: .~~ 

'of rate base components, depreciated, :Ulclud1ng.·an ~SJ.lOW'anee>for 

intangibles and l<mccd capital,.' less contribtltionS\ShOwn"to:ha.~e:. , 
. "" )" 

been m&de by the conso.tllUs fox: the utility t: s benefit. 
. " . ' 

We find,. on this record, .as ,follows: 
, , 

1.. Petitioner,. AldcrcroftBe1ghts' County Water ·D1stnet "is. a 
" 

duly organized' and existing,' 'county., vater district: :funct:Lon:tng,,:cnder 
• c ' ,:" •• .' " .~~,. ' , • ,_ :-

.; the laws of the State of Cali.£ornia. 'if,: 
1: '. 

·1, 
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. .. . . . 

2. Respondent~ Aldercroft Heights CompaIly,. :tis a public' utility 
,[ ..... " 

water corporation which for many years has: ,beenand:~Dow'is.sup:plying 
" . ' ,'\' ,; ". ~ '. ' 1 • 

water to· approximately 100 consumers in the COlmllui:J:[ty' of'A1d~rero£t " 

Heights, Sa:Dta Clara County, california, purStI8Dtto: ther~atorY" 
. . ' ". I . I" < 

, ' • ~ " '. . Ii" '. '.' '''" ' . ,",." ' . " 

authority exercised by the california, Public Utilities" Commission~: .. 
, • 1 • • 

3. Earl 'A. LaPorte, in1954~ purchased thestock\'of:':Ald~er~ft 
, . ". " .•• ,',' ' "I'-

HeiZhts Company for $2 ,500 cash~' 
. , '.' . 

4. Aldercroft Heights Compa1ly ,during' theper:f.od.:fr~i95S:i:o 
. JI , '.' 

October 24, 1961, both':[ncl~:tve, recorded~'ari' average yearly'ne~ loss., 

after depreciation and taxes,! of~.approx1mately $142i·~,for, .. water. 

service to aD average year'ly~umber of· 112 consumers;" for, the years 
" '", 

1956 ancl 195.7, the utility recorded' net income, after'deprec!ati,on 
. ~: ' ' . 

and taxes, of $54 and $2.31, :respec,t1vely~ 
", " '~. ::1' ,'. :i ,' . .' .. 

5. 'l'he reprodact!C':D cost '.Oe'W', less accrued' depreciad;oD:, .of 
'. • .; '~I, I 

the used and· useful properties of Al<i~~croft Heigbts /COmpany (iDelud-
< •• ,' •• 

j ',. 

iDg organization costs, laXId'> land::. rights aDd, water rights aDd 811' 
, ' . 

allowance of ll'percent for g~neral overheads), as of' October 24. 
\ J, \,." 

1961 is, not more than $67,540 and Dot less tha:D' $33',000. 
. ) 

f 6.. ·the original cost of rate baSe eomponeDts,\depreciated," 
• j. ' 

of Aldereroft Heights Cocp.any (iDclud1~g organizatio~ costs) l~d,.· 
, .. :1' ,..... .". 

land rights, and water rights, aDd after deduetiDg: contributions in, 
. ".' I 

aid of construction),. as of October 2~:~ 1961 is. $2.s,l045'~ 
:;' ," 1; .... 

7. !b1s record'does, not contain ev:tdenee' to· j'usd.:fy.use of ." 
~ , :, '" ". . , . /, -~ '.,"." ",:. ' ',,' .... ' 

capi tali zed earniDgs' as a standard .or element in, the~ detexminatioll 

of the fair market value of the pro~es sought, b~%'ein~ .. o~the .. ' 
just 'compensation to be paid· ·therefor. 

. ,: . 

, ~ 

8'. Tbe total just compensatioZ) to' be paid· by:A1dercrofe' 
. " 

I '. ' , ':. ,I ,J •• ' " 

Heights County 'Water District for the taking. .of; the '.lallds,. properties 

and rights. described: in .the . district,' s< pe~~ion, as axnended~;,':[s'th~ .. 
.' J • , '" 

sum of $25,..045. ',': 

. -14-.. 

.. 
" 

, 
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1'be Secretary of the. Comads$!onis direct~' to:. cause .cert1-· .. ' 
''''-'. 

f:f.ea copies of this order to be served upon· tb;e parties •. the 

effective date of this order sball!!be tweDt)-oD~daysafter·tbe·date . 
, . I ." 

hereof. 
Made and filed at:-..-__ .:;;:;San=-~_ .... Tt_cl_@;;;:.:;· ~ ____ J' cal1.forD1a •... 

this 21.;, "= :~ day of _____ ....o-..;;J.;.UN-£--~ __ ' 1965.· 
", 

.. ' ,/- .. ' 'J-...... . 
, 

, i 

.' J 
'i 

. - ":"'" "., ~ -"":,,, 
", ··.,··.·':..".,I'V'A_...". ... " ,_ 

':',' .. " ,. -: r .:;~~,;. .... ,,<, ... ..:. "tl'.!~~'''' .•. :: ........ '::,; .. -. ...;.~,J. 
'.:·,:·:,-:--~~,:",to "" " ..., '--:._, ~'.-l~"- ..... ~ .... ~ 

:..:.:-----------. ___ .. ·.J:·k,$/~~: ...... :; 

o,FFrCE" MEMO 

Date O<:tober4, 1965 
' .... , 

To' William W •. ~12P 

From' Commissioner Peter E. Mitchell 

Subjed D:issent in A 43869:: . D 9~3.Ql-· ~<;J:.O.ft : . 
. ' ~ights .Water-·· .. " . 

:Of 
.1 

X'd.o not· plan to file a 

" 

.,.",. 

, 

COGIiiiaiioDers : .. 
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DISSENT , 
;, ~l:" . 

I' 
i' ,t; 

,'.'" 

BENNET!"" tvil1iamM. " Commissioner;; :>1~entitlg Opinion,: 
',. 

I view 'this' decision' asa serioas'breakwith Cornm1s~:' 

sion precedents dealing wit:b just compensation. 'Ibecc>neept'of 

"t::arket'value" is rejected as being, unrea1.istic..Ibe: 1'Ql?lica~ 

tion of the decision is:tbat there' is n~ _ket for ,such " 
, • • ..: ," • ' I j: ' ," "' ,. " : 

property and tbis is inexpl1~ble in tbe face of the, fact' th4t 
; ". 

the, Aldercroft HeigbtsCounty Wate:r;-, District is a:pt:rChaser" and 

bas m3de a m.:kct by its offer.. While, the market ,may be ,one 
':, . 

. I ",',' • \",.' . ,I '. .,' 

special to this casecrid, wbile the, valce,'C8Y ,be bigb" or' loW:~ 
. ,I' ,. . 

there is a "marketvalueu in thi~ ease .. ' ~~~ly~r~a::ke,tn':is.'no 

less present si~ply b~causea pu~11e ~t:Lli.ty is" t1:le s\!'bject':,of' 
'~ ~\ 

purchase or because we are notdeal!ng nth mass ~ot::mOdit1cs,' 

generally assoeiated with the concei>t:, of: n~~ket" ~ 

Ibe o?inio:l cliseusses the various trethocls of'a:rx1ving. 

at m<:ket valce :md even cites from:; CitYofNo=tb~cra6ento';p. , 

56 croc 554~ 56l~ toat the CcmUssio~- sbould' consid~1~:f'~ng 
just compensation those matter'sTNb:l:ch would be, cons:r.derec!'by~ 

willingscller and a willing: buyer~· SuCh a,' sta'Qdar<:r:~_dtdeee<l~Y

broad should' nonetheless be used here but.'!s ! view 'tbC':<i~e.'isi6n 
','" . "" ' 

it is rejected' and' tlle' compensation is ,fixed as:tbougb.,'til4{CO~

mission were ,setting rates. AcCO~d~gly I G1SSe:lt:,c<>th~~exelu';' " 

siveuse of original cost ccprecistec1, ~or the f1x!ng of ~o:l:?Cnt;a,:", 
. ,- ,'. 

tion.. Instead! would aQbere" to th\!, tr:lditi.ooal'methOds w6ieh 

, .-' 

;J~;;:;~~" ; 

:'1; San Fr.ancisco~ California 
July 12,. 1965 ' . ' ~ 
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