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Decision No. 70736 .. 
--------~--------

. . '~ . _. .' . " ',' 

BEFORE nm. PUm..IC U'IILITIES COMMISSIOI~ OF THE STATE OF CALIFORNIA. 

In the._ Matter of ;~e Joint Ap~li;~t1,on . )" 
of <:::EN ... R:AL U"!IL1T::e:s INC., a Cal .... ":ornia ) 
eorpo:ation~ (fo:::merly .AIl>ERCROF"£. 
BEIGEl'S COMPANY) for an order au'Chor- . 
izing it to-: (a) purchase the water' . 
sy~tem owned and oper::.~cd by Earl 
t~orte under the pro~.=1et~ n.;1.':O of 
~WOOD !.QtG'C: WAT""'~ SYSmI; (b) g:t'aXlt. 
to it a. certificate· of public coo.ven": 

Applico.tionNo .47894, 
(FU¢o SepP:~JjI..bcr 14).1965) 

ience ~d necessity to construct a ) 
public 'Water sys.t~ near the' Sux:m:it ) 
Woods Subdivision and authorize the l 
dis1:ribution and sale of wc.ter to the. 
1:cl1abitauts the:r:eo:E; (c) to- establish 
'l:~es for tbeservice to S<:I.id· are:::.; 
and (d) to sell and issue stock. ) 
_. ___ ,_. _'i ___ ) 

Comple.~ .. ~t, 
. .' ~ 

VS. . C~se ... No".::S331 '.' . ;'" 
(Filed.'Jia:r!o.ary.: 1:3::,:,; .. :1966,).: .. 

. "~. \. 

REOWOODLODGE WA"IER SYSTEI1, 
A PUBLIC ur:a.I'XY~· . 

Defendant. 

-------------------------------) 
Ge:t:a.ld c. Verto11~ for Central Utilities Inc., an 
~pplicant in Ap?licat:'onNo. 47894 and interested 
party in Case No. 8331, ar.cl. for Earl. A. LaPorte ~ 
an applicant in Application No· .. 47894 and: '. 
defendant.in Case No.. 8331. 

F::':t~k A. &::.~, for himself, interested party in 
p':f'pli\:.r.t:io::l No. 47894 .:::ad complainant in Case 

No. 8331., . .' 
h Ral-lor T.?.lley, for Se'!lta Cruz County Health 

tepa...~ent:, interested pU1:y~ . .... . 
John .J ... ,Gibbons , for the Cot:mlission staff~ 

Ecrl A. 'LaPorte (sell~..r)) an i:l~ividtUl.l doing, busir.ess a.s: 

Redwood Lodge Water System) and· Centrall.1til:[ties.,Itic .. (6~Y~r),;.a. 
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corporation, seel( authority for the' transfer of a watersys;tem.., 
~1 "', . , . ' ," ",' ',' . ~ ",. ", "I>"I-:~::;~ :.:~~'~:: 

· Buyer also seeltS (1) authority to issoe securities , .. .(2)'aeertif:t~te, 

, to construct an extension of the system.·,and~ (3) a rate increas~, .. ':"· 
: ' "". '.. ....' I·" 

By oral amendment at the hearing,. buyer modified: its original finane~' 
".'." :,'" '. ,'"' . 

ing proposal and now requests authority to, issue securitiesiua: 
I' , ", ' . .' '.. 

· lesser amount than originally requested, but to assume certain :: " · . . 

· indebtedness of seller. Frank A. Hawn:,(compl:ainant)d stipulated': that··r' .' 
I' . ' . -': ~ 

his service complaint bad been satisfied by the· '1nstallation'of'an ...... ;["',.'. 
;l . . :. ," : :., .: . :, ~. : : < ...... "" :' "" j , ': • . .~ ~';" \. . 

el;eetric motor and pump'to replace 'the· gaso1ine~powered<unit<forme:dY'i\' : 
I, • ,.. -.' _ ,. , .. ,.;. I: 

. " , .... , 'I' " 
'j., ',)." • 

" 

uSed by seller.' 
,I 

I I' , , 

;': Public hearing was held before Examiner Ca.teyiri~to$Gatos.': 
I (\ '., . ,'. " -I.' 

i on: March 17, 1966. Copies of the various pleadtngshadbeen ,served:·"·" ..... 
'. ':\... .'.' . ,.' .' .. , ' 

,and notice of hearing had been published and' mailed in: a.ecordance '. 
! I,! . . . " '," ,. '," ! " 

:w1tb. the Commission' s rules of procedure. Test1monywas .presented 

\:bY\ buyer' s general manager) by buyer's accountant) .. by an~ engineer c" 

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

I ',1 '. ': , • .',' ': "," '. _ '" 

fr:om the Commission's staff, by one of the developers.of't~e·' ar~ " 
I, " 

,l.nll:o which buyer plans to extend service, by' a;. former,owtier~ of,the, ' .. 
I :i ", " \', ",. . '\ .... , 

wa11:er system~, -by two customers and by' a representative o,f the Santa" 
: ii . ' '~':,,' , ,". '< I" • 

Cr1lz County Health Department. The, matters~rere subtnittedon': . . 
, " . , i j~ "., " . " "', ,'.:" ': ".', ','; ,.' 

1M'aJ:ch 17, 1966~ subject to receipt of certa1n:late-f:Lled;exhibits 

~1ehin ten days thereafter. '!'wo, of the exh1bits') , onebY'>b~yer'and 
" . . " ". "'. 
" <',. "" ' ,', 

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

'oni~ by complainant ~ were not filed~The third: was filed:- bybuyer:" .' 
, ~ ., .. II " ' 

; af1t:er the expiration of the ten-day period. '. 
" \\ ;:, ; 

Seller ',- . 

In Decision No~ 689'39 ~ . dated !April !,: 20, . 1965) in Case'" 

" 

,.' 

i! . 
I ' 

NO~ 8027, seller was found to be' apubl:tc ut:tlitytfwater corporahion':: . 

wii:hin the meaning of the Public Uti11t:lesA~t •. Hehadacqu:tredthe"< 

.~l water system which served nine customerS1n an area knoWtt, as 
I ,. 

11

, ' •• ." " - ": • ',' ;. ,~ '. , 

:Redwood Lodge,. in Santa Cruz County, buthad~.failed~:to . obtain:':' 
" ii I '. :', ."r, ",' .. " '" .. i" 

ICollmssion authorization for his' publie~ utU:ltyoperation~'" 
,,' . I ' ., 

.' .'. 
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Previous Commission decisions, : of· which. we· take 'official , '. 
, ,,,' , • ' ' "i' 

notice, show that seller has been assoc:tated:withb~yersince1954; 
\ , ", ' . 

. . 
; his wife were then sole stoekholdersof buyer. . They. 'are now: 

'" i, ',"" .' ,1 .. , 

:' minority stockholders. Ill'healtb:::now'prevents sell~~;fr()En.:perso~::-, .. '" 

i! ally operating the system .. , 
I,., ';'" 

,.'.,' 
" • ~ < 

I' 
. : .! Buyer " I. • 

" 

I' 

Buyer is a public ut1l1tywlnch, at: the time of'the 

:. hearing, smred water to some: 118"custom~s 1xlan ar~:known:~s:" 
" 

.' 

,Aldercroft Heights, located about sevenmles southofLos:Gato$~ "; ' .. , 
"",' ,i'" 

,. in Santa Clara County. Under its- former corporate name(Aid~ero£~ .' ' 
i, , " ..', , '::'" ~ '<.' 
Heights Company), buyer was granted a eertificatein 1932; 'tocon~' ::, 

' , • " I ' • • ' ' 

: struct th:e- Aldercroft Heights watersystcm. 
, i 

Aldercro£t Heights. County ,:.Water ~Dis~ict is' in thf!"procesk 

of acquiring' buyer r s. AlcTercroftHe1ghts' water: system .. ', ·B~Yer. altege~' 
": " .. >': ' 

:that the district would take oV'eronly .. 108customersof"a, t()tal'of""; 

11& in the Aldercroft Heights <>rea. . Th1sis·in confUct. h....ever;· 

'With the testimony of buyer's. accountant to the effect: tbat.:tbe·,'. ,; .. 

: ;Udercroft Heights system has only 10& customers., It·, is also':'1n: ' 

~onfl:tct with Paragraph XVII of the application, whichstate~ . that:,: ' . ' 
. . " . . ' ... , 

, the custOtDerS of buyer presently number 133.~ 'The' record"., thus,: is, not, ' ' 
',", ", 

:" "', ", , ,',' clear as to whether or not buyer will continue to have publ1cut111ty , 
, . ~ ! "., • " '. 

obligations., in the AldercroftHeight~area: aft~r'thed:Lstri~t:,is'1ti . 
, ,;' " I, ' operation. . :; 

, " .-

, ", :,:,i(" , 
Because o£seller's ill, be.utb., buya- has supervised; the.,::::: 

I, , I" :::+, " ',:" ," 
operation of the Redwood Lodge system for several months. '. Buyer; 4l:i.::>:" 

:!/ In particular, Decision No. 54623':, dated March 5, :.1957, in ,', 
Application No. 3S538 and Case No\. 5494. " '"" 
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I ,,' 

"\ :1 

" (' .,. 

" 

, 

,', c' 

~, 

. , ' 

I: ' 

(I, ", ~," 



, 
, 
1 

i: 
-.\' :e· !j .. ".' . 

A.. 47894~ C. 8331 AB- : .. :.\<" 
I'· 

, I ~ 

.', ~, . 

• .,...., .... . p'. 
:\ arranged for the installation of the electric" motor and pump:wh1ch;':' 
i: ':." :: 

replaced the former gasol:1.ne-powere~ unit: at the Redwood: Lodge) .. \: . 
-;.\;, . 

\, '. 

I.> 
::: spring source of water . supply .. 
\ '. 

'i 

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

seller's service area is loea.:ed about· three' miles south '!. ' ... ' 

'\ :':0£ Aldercroft Heights. 
;;,., 

His filed tariff service area . map' shows a '. 

service area of less· than ten' acres., Deci.sion No. 689"39', sut,.~a,···. 
' •• 1 .,.' :"" :'. 

prohibits seller from extending his water sy~~em.~th()ut: further' 

order' of the Commission • 

. ' ','. Buyer requests a certificate ofpubiicconveniene~and':" 
~ . 

'necessity tocons=t a water system to serve S=it, WOOd!l,~a new . 'I . 
subdivision situated on a 56-acre paxcel of Iand:'loeated ~bout.l·,500r " 

'. . ", '.. ...... ".":' 
'. f,'eet north of' Redwood Lodge, and to.serve several smaller parcels' [. 

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

. located between Summit Woods' and Redwood Lodge. Those are~ls·are:. I 
: .' . .' '. . ". :.:''"." .... " ':L, 
'outlined in red on the map attaehedasExhibit "Bn to.theapplicatioO:: 

.... '. ....... '. ,,:,: ":\'.. 
Additional. areas south of' Redwood'. Lodge are: outlined,in red" on:~Exb1b1t>··.· 
. :' . ," . '.' . ' .. ' '"' ...... ,.;. ·· .. it·:. 
''tt but no certificate is requ.ested. at thisti:rlle· cover.1ng.·thosearea&.:' .. 

. . . ...... ..... .,', ........ '.:, , .... ' .' ,'[ ... . 
In 1963·~ the subdiv:tderof S~t Wood's :tnstalled';.ct. water'\.·. '. 

distribution system in part of· the subdivision .and formed" .. a·no~pr~fit',.li,· 
II , " ,'" .,...., ' +" , I 

corporation to ,own and operate' the fae11~1::r.~s as. a mutual water':' 

c,~y. Thethr~ customers' in the tract are bei:ng:£urnish~d:free 
w(lter by' the subdivider until it deteX'1lli1les whether it canand'~il, 

I~ . . 

,I ). ',," , • • 

dE~velop suffiCient water to carry through itsoriginal'p-lans: : for. '2;' 
I I "., ". ' .... ". ',' j, ' 

'I' '; ': ' • .~.~" '. '.j. " 

mu:tc:al water comp~y. One of the four stockboldersof the.>subdiv:tder·:. . 
II I .' .••• ' '," ','. _,I'" 

testified that he would probably prefer tbatapublic:ut:U:lty' '" 
'i, • • . . h 1 • 

waiter purveyor -such as buyer serVe Suttmit Woods:,' pro:vided.ah'adequat~:, .. 
S~P1!Y collld be assured bythGutility~' RewaS oppo~e~;h~ver~to,. 

" i, . . " . . , ., .... ' .... , .....•. ; .. '; :""1'" 
that C,Olmnission' s granting to buyer a certif1cate; covoririg' Suxmn!t,>Wood~.',':, . 

. ,~,. . i' '. , . .... .' . .' . , .' ,.... ." ... < , .. : . ;:;:. 
unt'11\l such time as the adequate supply:-,;ts' aSsured~',; ,", 

'" 
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Buyer's general manager est:[.matesthat, aside frOm:: S~t'i 
Woods, about 35 customers 1il territory contiguous. to Redwo~:LOdg~:>, 

could be added to tbe eight now served',' if . the· ,present:restrict:toriY .' 
" "' 

against expansion were· removed-. He estimates" that :·five, of~'theadd:l:~ -. 
1 "., , 

• -' f ~' 

tional customers would qualify for main extens:Lons:'at theutility1 s'" 
-i • ',.' ,. 

expense under the 50-feet-per-customer f~e~-footage:all~J8.rice-: of" ' ..•. 
. '.t·,' 

buyer 1 s main extension rule~ Late-£iled' Exhibit NOi. 4,whicl:l buyer':' . 

failed to file before the record herein was . closed; was to'ha:v~'shown> .. 

the names and addresses of the potential customers. < 
'. ,-, 

. " 
--

Water Supply and Reguirements 
. . 

Buyer t sgenera1man~er estimates that the',RedwoOd·Lodgc.'" 
. \, . 

spring was produc1ng from' 4 to 5 gallons per mi~ute (gpm) ::1nJ~e':~f: 

1965 and that the minimum.flowlater'inthesUmmer was·:S~lj2gprn. 
He estimates that the consumption· per customer,. ifttetered's~ce' ,> 

, .";, '. 

were prov:t:ded in Redwood Lodge) woUld be about the s~~ ~as: in· ' ; 

Aldereroft l:Ieigb.ts.~ where water bills. average about, $6 ,per; 'month. , 

(At Aldercroft Heights. rates, '$6wi.ll purcbaseappro~te~y"SOo.,,: 
. """. ", 

co.bicfeet of water or) ", ' ,., 

.' .. ~: . " . 

Buyer did 'not present any engineering st'udY as· to: the' 
.. , , '. ., ... .' ' 

maxim.um number' of customers which could be suppl:tedfrom-al-l/2,gpm ' 

soarce. We will make the reasonable assumptionS: that'> (1). .ape,ak .. 

day's demand could be twice the average delll.and~)' (2)" most'. Qf the peak ' ' 
. ,'." ... "' \ 

day 1 
$ demand would occur during 12 daylight hOur~~ (3}.dur1ni:Peal~· 

days, "the full output of the spring.' can be utilized by s't~ri~g~ater" 
• ", r ',' • 

at night for use during the day)' and, (4)' it woOJ.d' notbe::ec:on~tnieaily, 
',". ' . I 

"" . 
'feasible to install tanks or reservoirs to accumulate·' arid . store' water: ," 

, ,'", 

during .....,..r-nter months ~or summer use. . U:lder . those, a~sumpti~~s~'.;U1:"·" . . .. . 

absoiute maximum. of 20 customers eo~ld' be served'. .' Thepresell~:?~ o6q~,,·· ' 
gnllon ctorase. tank 3D.c1 2~sOO-gallon Su:1p tant~ would:·',pe.rr:l£t';tbc 

'. . . . . . '. 

8.Sswed utiliz.o.tion of 3-1/2· gpm froe the spr~g. dmdJlS'P~ai<.·.per1ods ~ ': .. 
, . . . ~ . , ., . ' " ' , 

, , . ', .... .' 
,', -". ',', 

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

bet ~1ouldprovidc only about one-half daY' ~f.reservesupplY'ill'eas'e.;';', . 
• '. '".. 1 " ,\ 

of' shutdown of the'sprinQ or putlp· for. ~nteXlance, or··rcpe':trs.,and 

,~loulQ provide vlZtually no reserve' for fire protec~ion ...... . 

It is apparent from the forego:txlg.d1scussion : that the 

present restriction aga1ilst extension of: the ReclwooclLodgesyste.. 

should· remain in' effect' until. additional stora8~.cap~C:i.ty·1.S.· 
installed. Buyer intends to install a lOO')OOO~gal:lon~ank 'on a. 

-, '-: .. , 
, ',., 

site 75- to 100 feet higher in elevation than the Redwood. Lodge 
, . it ". I ",' ,',' -

servic;~ area;) but dispute over access. to the propertymay·d'elay .. ' 
!. ;! . . .. '. " .."" ' 

construet:ton. Late-filed Exl:d.b:[ts Nos." 9 and 10;) which·,buyer.and ' 
Ii· ''.LC • ." 

complalD~t failed to file ,were. to 'have presentedinformatio~'as 
;, " , , , ,'. ' .,' ,.' .: ..... ::: 

to proba~le availa.bility of access to the tank site •. Evenwithtbe. 
I, , . 

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

greater s1t:or.:lge capacity, service should, be, restricted .to'not::more: 
." . r " ' ''',' , . '",,:. '. >. ' . 

than 20, customers until an additional source ofsupply:;ts'developed 
I ," '. " ' ",'\ :. i: . " " ", '" , 

to supple:!1eut or replace the present l:tmi.ted spring supply. 
. II , , , 

IBuYer has applied to the State WaterR5.gh~s~Board·. for. 
:' , ,", '. ," . ',." , autboriey :',to divert' water from the· 't-1est branch of SoqueL' Creek to . 
i , ,. " , . \ ': , 

serve the iSummit Woods development. 

to applica:c.t in sufficientqua.ntities, and;"if 'part of th4t~~pplyean" 
, \' . ". 

, . 

be deliveri~d to the Redwood Lodge ·area~ expansion of the, Redwoocf 

Loc!ge sysek., would be feasible. Uutll buyer obtains the: authoritY.t~. .. 
'. \" \1 , ,. 1 I,.' 

divert w.ater, no determination'canbe'made astothe'adequac:y: of: the 
: Ii 

supply proposed for Summit Woods. 

Rates and Revenues 
'\" I , . , , .~. 
~~ller's filed rate for water' service :inRedwood;:, r..odge~s·' 

I. Ii 

$5 per montill. Bayer proposes, upon acqu1sitiono£ the system, to', 
I :: 

install utet;ers ane charge the following. monthly rates: 
'. i: ' . 

F:trS1: 40Q Ol.ft., or less ••••• ••••••• • •••• $8:.00' 
Next\! 200 cti.ft ... , per· 100 cu.ft~ ~' ••••• eF.: 1~10:. 
Over I: 600- cu.ft.,. per lOO·c::u .. ft .. , .•••• ~ ..... .; ,1.:00. I: . . 

,. 
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At the present flat rate> annual revenuesof'$480"pu"year<'" .. ';; 
, . 

, i: .1. ", ',,', ',' ' 

are rec~~ived from the eight customers in Redwood· lodge., Buyer r.s .' 
i' , i "'.".' , ,". ' 

proposed monthly minimum charge i8$3 per montlthigher' thaIi~ the 
. I' < ' '", • '.< ", ", 

cOrreSpOnding, charge in its Aldercroft Heights rates and': 'ff1ould 'thus' 
: i:,-- .,' ", ," ",. ': . '". " , 

prodUice I! about $860 per year from the eight 'RedwoodLodge'cu$~omers.. 
II ,"; '" 

this is!i.an increase of, about 80 percent over the:t"cvenues:: producead 
'I, . " . '" .', ",' '/ ':" ,.'0 II . " 1 

by th;! present, Redwood Lodge rates..· 
, I ~ 
II l' . "'. 

Expenses ~d Earnings 

Buyer 'S':3CCOtmtant presented the .. following,estimatea:of :. 

m:Inim;J:Il :out-of-po~ket monthly expenses for operation'of'tbepresent 
" , 

RedwoOd i;t.odge ~~:water' system: 
1 II' '.., ' 
!,' " AcPense" 

It·f.;'11ntenance 
Elp-'ctricPower , 
:Insaratlce 
TaxeS'~I' . 
Vehicle Expense, 
Miscellaneous .' 

Total Monthly 

J ,.,. 

" . 

Amount: ."" 

$' 5S,' 
15", ' " 
10"" 

, 10" 
, ,,' , 25.: 

15,' . 

"".' 

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

'., , 

.",' ..... 

Total Yearly 

$' '., 130>": 
'x 12' 

~>560"., 
, '~fIII ""..' ' 

I 

.1 Even if it 'Were reasonable to. cot, the, foregoing estimates,: ..... " '.' 
I'i ji ' ', .. '_, '\, ..(',,':' '. ( ., '. 

,', " 

almos'!: 1n. half, it is evident. that the. rntes requestcd"\,by, 'buyer WilJ.', 
: i " .,' : .....•..... ]" ':.' ",:.' ': •. " 

not p:coCliuce' sufficient revenuetocoverthe:out~of-pocket;operating/':" 
': i: ' , ' : ' '.' ;.~.. ' \ :' y , ,... " ' I 

expen;se~ of the Redwood Lodge system, nor· will the~, proVide' fo~' ,,' 
'I 1\ ~' • ,,( '. ,. 

depreb~lti~n and return on the investment :!.nthe system, . including. '. 
Ii 

the riece:ntly installed electric pumping' plant'. . Buy~:t$·. awal:'~'! ,of' 
:1 " • ,". " 

this ~a.ncll alleges that, its stockholders are wil1 1ngto:. ·finance ,~per ... ,,· 
,I I: ., ' ,' .. ,'" "":' ",," " ,,' "'. , 

.ating:: ldsses daring the developmental period::- of<,' its:~ant:ic:ipated:i, ... 
Iii. ," .', " '. . """ 

e.~ati:s:r.<:;n into other areas. 
, 

't&cn buyer ~s~alls additional storage facilit!es. and 1's 

permitted to serve 20 customers, it w:tll be better able' to cover 

" '" 
, " : ... ':','., 

, .', 



"",;', 

. , . ,:: ... 

II 

Ii 
'i: II 

~)~:rating expenses) A normal return,"ori:,buyer's, ,investment:1s n~t,'" 
tt', d j 

u.kely ~ however, un'~n it develops an additional 'source oX-sources 
, :t t 

of :,supply and extends into a larser service area..;: 
,. I, I 

I, 'I 
F1ntmcial .and Aceounting Issues 

Decision l~o. 24453", dated Feb~ s, 1932'~',in' Application, 
, : ~ I • ! : . . , . . . ' . \'. . , <' .' . . . , ': ' , . ' ' ' . 

No., 17768, .a.u.thor1zE~d AldercroftHe1ghts Company to issue' 600's118res ":', ~;' 
" . ", 

0,£ common stock at ~ot less than' $25 per share.,' The" shares,~ere' 

On or about '. October 1, 1954; 
.,.' . ' .. 

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

thetoutstanding invalid' capi.tals-tock certificates were acq\l:tred~~,?1' 
:. .:: " • • ' ',' ':: . "' ,: J'. '~:,," . ",' :'.-,',,' ~'. ~":"I,',~I,~!, .. ',,' '", 

E3l:1 A. LaPorte 8Ild,his wife"'Elsie C~ 'LaPorte'. In's"'supplemebt8l.," 
I . '" I ' " , ..' '," ~ , 

o:rdCr~ Decision No.:'50932, dated January 4, 19S~,inAPpi:[~~ti6ri.,:,:,\ ' 
1 I' " ._ h, '. . ' ~I' <; 

N;:>~:ll7768, authoritY,!,was, granted to issue new, 's~es,'t() r~;la.ce:":th~',::: 
, '\ ' .:L , ., _ ' ,,.-, '. ... 

issUed after that a~~thority hadexp:r.red'~ 

void iSsue. ',," f :' 

,. I ' 

. ,,' 

On July &,:1196's, amended article;', of incorporat1otl'wer~," 
filed with the secre~ of, State, changing buyer"s name 'fr6m' ' 

,:: ','i :1,." '.' ,> ' , , .'" " ';', " ':. ,',1/ ' ":", .,> 
A1dercroft Heights COmpany to Central, Utilities', Inc; .. '~'andestablis~" 

,i III ' " I., ' 

~g 'two classes of shares, designated' "CiasS 'A Common": and"':'ci'assB ',' 
;: :: : I. . " \~' '.' "",', ,:', , .... ,:, "', :'" ;.' " '. " ,-', :\'(':', 

Commonft. The namber :110£ Class A shares is shown as: 10"OOO"',:witnout"pat: 
I 'II : : . - . ,~ . " ,: . ." ,,'" .. . . , ," ' :,' . , :-," 

vd
l 
ue and the number::of Class J),[sliares is shown 3S'40,OOO"8.t,a:"par:" '~~ '" 

, ,I " ;, 

value- of $10. Class A stockholders are to ~lect, a majo~:[ty.onthe';' 
'Id ",' " ' " , , 

"., , 

bo:erd of directors; Class B stoekhold'ers,are to, ha"eminor:Lty': 
I ,I '1 1 • 

rel?reseutation. The "amendments to- the articles further: provided, for 
I· I,! ,I , '. 

a :;t~k split of S. ~hares of Class A corimienstockfor"each:share,of,"" 
• \i, II:' ',:1 . .' , , ~'l' ' '\ .' 

O\ltstl;a:ndingoO' pu value cotmnon stock .. 'the 5 for 1 stock sp~:ttwasc. 
,: : II ,," ", ' ' 

II II,"" \\ • , " "" \"", .' ' ':" .' 

a~com'plished'1n 1965, ,ri.thout 'application ,to or authoriti,,£ro~··th!s:, " 
Ii <, :! ' , ~ " ,." " 
!I ,I: " 

ColUXd:ssion. ' , 

:'11 :.' '!he balance :"in the ~:pital stock account 1mmediateiY,;ri.O~:, ' 
'\ i', :1" .: ,: . " . '~'.' ~ .• '" '." j '~ '" . 

. 'to thc~ amendment of the articles' of incorporation amounted 'to $15;000<::, , 
,I I":: " ,'. '" ".;, , 

for\tbe then outstandilhg. 600 shares, of no par, common stock. .' The ',' , 
'\ :, ' , I" ,:', ",. ; .. ",' , 'I ",,',:," 

bal8ne4~ in the capital stock account subsequenttothe',amendmerit,,'of, ",' 

tbe:~::[cles amounted to $42~59S~ 96,. representing.'S ~ 000' :s~~es' 'of: '. 
i .I' ":>, " 

1 ~ I,:, 
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'I "I 

Class A cOUImonstock at no par value. The increase in the capital, ' 
I ' 

',I" : .:. • ' '; '. "': I \. ,:' .," 

s:toek account frOID. $15.000 to $42,598~ 96 resulted from unjustified;' 
;1 . ,. 

I and unauthorized :9.rb1trary write-ups. of balances1nthe uti11typlan:t •. 
" " ' .' . ".' .. ', "" ,,".,:! '" 

i accounts, primari.ly in the land' account. , In effeeting the recap,!tal:, ' 

: ~zation, Central ~?ancel~ the' ori~al stock cert1,f:ica.tes'·and:!~~u~d\~ 
. l' . ; I ' \ . . ~\. " \ . \ 

... niew stoclc. certificates. 
, "",;,:,-\: 

The U1li~~orm System of Accounts· for Class,' D 'WaterUt:l.lltles i 
\ \ ~ • , , '.' • ,I 

'requires that all ",utility plant be recorded' at cost (Uti.lityPlant ' ' 
t '" ", .;;" ' 

"Account Instruction 3), and thus prohibits arb!trary'write;'1.1pof 

pl.ant account balances. The Public"Utilities ,Code' (Se'etions.'St6~S30,: 
, .. 

Stocks and Securities transactions) prohibits the issuan~e'of stock," 

an:~ stock. certif:tc~ltes withou~ COmmissionauthor1zation., ,In Exhibit " 
" 

No~ 5~ the. Ccnmn1ssJLon staff reco'Cllends that buyer ,be required 'to:' " 

reverse the write-l!lp of plant and stock» and· to-recall the voidit~ck 
c~ificates issued after the split .. 

. ," .' 

Buyer proPoses to.. issue 200 shares of' Class B: common stock .. ,' 

with an aggregate par value of $2,000 to seller in e~cb.ange::for· his, 

equi.ty in the Redwood Lodge system. Buyer also proposes' to, assume, . 
, I, 

I ' 

all 'I'. of seller's liabilities related to, the water system. . . 
II, ,'~~' 

Exhibit No~ 5 shows' net· plant of $7 ~162in 'the.Redwood, ' " 
, 

Lodge syste1l1 as of July &, 1965·. Seller has liabilities'" of.about" 

$3,500 as the unpaid~ balance ou .the$4~OOO purc:b.ase,~r:tce.··o£·· the, 
I ,., 

water system from'its former owner" and $600 of accounts' payabl~;'" . 

An a,dditional liabiltty of $1>850.for the new' pump~soffs~~.bY't~e 
add:t:tional $1,850 of! utility plantrepresentedbytl"at p~.' 

Buyer ult1lnate1y expects to receive over $25.,000: til cash :\; 
, , I, • , '. ,". , 

from':' Aldercroft Heights. County Weter Disttict,as' compensat,ionfor 

the lUdercroft Heigh~S system. Buyer r $ g~neral m.an~er e~t~t'~& 
that this Will cover,.':the first 2-112 to.' 3, years.'. capital'.requ:tremen~~ , .... 
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, '.' . 

for',:, expanding the Redwood Lodge operation -into .c.dditiona:L territory .. 
, • »,' '. " 

Buy~ does not intetld to use those f~ds at the' present time to·pay· 

. off! the outstanding :balance due ta.e former owner of theRed~ood. 
Lodge water system. , Instead,. buyer proposes to .. ' :ts.sue:its', 70~month· -

note: for some $3-,500'~ payable in'monehly installments, o£,$60,~ . 

i:lelud1ng.interest a1: a 6 percent annual rate~' 
. i, 

S3-!PP.lemental Filings:' 

there.' are . r~veral deficiencies in tl"1e' show:Ln$made:.by'buye:c ' ' 

The~~ could be overcome, however, by the fil~g.~f' suppl~ntal'~", ' '. ' 

pleadings in ;"pp11cafion No-. 47894.. the defic:[enc!es. 'are:" 

'1. In regard t,o the unauthorized: $2t~598:.96: write-up, of ' 

util:f.ty plant accounts cited in Exhibit No. 5-, buyer should: certify, 

tb..aeit has reversed .'those improper en~1es. 

2. In regard, tl~ the unauthorized' issue of 3,000 shares, of· new 

Class A stock, wb!ch issue we hereby find' to be void,. (se~.' 825,,' 
I " . .-,' 

Public Utilities Code),. buyer shoo.ld certify that it has' recalJ.:ed " 
\ 

th~ spurious document:;. If buyer then' wishes' to: ,obta~, authority

to~sue shares of Cl<~s A common stoe!~:t. it show.d"m8ke,aprop~,' 
showing in accordance :::with this- Cotmnission "s 'r:ules ofprocedure~ 

3.. In regard tel the proposed ttansfer of the Redwood/Lodge' 
I • !, . ,I" •.. ' ''1:,' , 

Waeer:. System. from seller to buyer; a copy. of. tlle' propOsed deed",aOd, 
, :\, , " .. ' ' ',"" - , 

bUl of sale should be: filed herein. 
~: - , ' ., " 

4. In regard t~: the lonz-~term note to' be issued by' buye, r; a 
" I • ti '! , ,I 

copy Q,f the proposed nf:>t~ shouldbC filed herein.,Ifa deed:. of t:t"U.S1; 
" ,1;1 ". "" _:.,' '.'.,,', 

chatte~ mortgage, or other encumbr.anceof utility, propertY"is,t'obe':" 
:, I !~', .. , • " ' :', . ,. " ' ,'<". ',,/ ," 

executed, a copy of any such proposed documents' also"sbould"be,filed: 
"", '. 

,; 
5. In regard to!,:aut~or1zation to, serve: not 'more, than:', 20: 

',II I , 

from the R.ed~~ LOdge system, a showin.g.'si"lo~l(fbemade,i' .,' custom~s 
'i 
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'I 

"i /'" 

I tbat sufficient ad;hitional storage has been installed' to serve,"tbose' I: ' 

! c~tomers during t~orary shutdown of the single source: of '. supply 
, I 

f~~r tnaintenance ana repairs .. 

6. In regard to authorization to serve'more than 20: customers;:: 
II .' ".., I' 

from the Redwood r~odze system, a showin$;Sho~ldbe~de: tbata 

slu££icient adait1'.~nal source of suppl:y has beeodeveloped .. t~, serve 

the anticipated '1'l.umber of customers, .. " 
I ' 

7. In reg~/.rd to the· requested :certif:£cate to'construct a water, 
I: 'I'. ' ' ' ", , ", . :' , 

system to serve Summit Woods;, a showing should be.made (a)tbat 'buyer 
I • , 

'can and will dev1alop an adequate so~ce of· supply' for that area" 
, , /' " ' , 

, (b) that there :[,s a need and des:lre :!by property owners iritbe are~ i' 
for public utility water sexvice, .Jd (c) as~ t:01X1f!thod.'of:finanCing .. 

i.' ~ ;. • . r. '. . "" . ~ «( , 

, A supplemental application . incorporating . se"eral . Q·fthe, 

above items coU:,Ld presumably' be fil~d: almost immediately .. , Someofi, 
I 

, " • I; ',', ~, " 

these items mus;t await future eventis II such. as the possible granting: 
,I , Ii .." . r 

from Soqu.el. Creek., , of a right to, d,1vert water 
, :1 

.,1 . 

Findings and Ccinclusions 
II, 

The eommssion finds that: 

.. , 
.1: 

,'; I "., . . 'i ... 
1. A sUJ?plemental application,orapplicatiotls must befUed 

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

as discussed fo.' the foregoing op1n1onbefore the record: is suff:L-:' ,,' 
,'. I' 

ciently comple;te to support the zrantingof·tbe'var1ousrequests.:1u 
I" • • • " .,,.,:j. 
, 

Application No. 47894. 

2.. 1he;;installation of an electric motor and pump to replace 
'I I, 
I: I 

the gasoline"':i>owered 'unit formerly: in use has, satisfied thecomPl.aint;.· 
ii ' ." . ,..! '"" .', '; ", I, 

in case No. 8;331. . ;,., .. ' 
ii A,,', 

',,!I ' 'J 
I' 

.'! 
I 

i " :,' . 

. ,!, 
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~~ Commission concludes that: 

1. Submission of Application No. 47894 'should be setasid'e, (' 

for: receip1: of a supplemental' application or applications ,as: : ' .', 

discussed herein. If, within a reasonable time, ceritralUt11:f;.ties','{ 
~.' , " . ", ~ ",'~'., . " ' .' '.' 

Inc., Earl 'A. LaPorte, or both, file a supplemental applicati'(lnor " 
:~ ,.. " . ", ,"" '. ,'" !", ' 

applicatioX:ls, in support of the relief requested" or,a portion:" 

thereof, as: discussed in the foregoing opinion" considerat!on:W:tll' , /" 
:! " ,", ' , " ,',' ,: ,", ",I: "'< ", I 

be given thereto. Otherwise" Application: ,No:.. 47894:', will,: be 
i I," 

dismissed. \ 

2. Q!LSe No. 8331 should 1:,e dismissed. I'· . , 
" 

i ' 
INTERIM, ORDER IN' APPLICATION NO. 47894 

• !: \' ' 
I, I' I 

IT IS ORDERED that submission of Applicat:[on No:~ '47894. 
I, ' ", .. 

is set as1dE~. 

ORDER IN CASE NO. 8331 

I'I: IS ORDERED that Case No. 8331 is dismissed., 

The effective date of:these, orders, shall'be' twe~ty 'd:a~ys'.,,/' 
. "1' 

" , I', after the date hereof. ' \' " ' , 
I!' ':l(;C:-: 
Dated at ____ San~_Fr:m.._;;;_os;;;.· c.-o ___ , Cal:tforn1a, this' ~~ '~, 

day of __ J_: _M_A_Y_~ _'1_, __ ~ 19~6~' 

\ . ,~~ .. ': ' ' ,. 

" 

" " j ~ , ~.' '. 1\,'" ,', 

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

, '.' , comaasS1one~s::> 
. ..' . " \, , .. ' ' ".:: ,; .~··'··::\i: \ ," 
Comm1s:;.10ner, ?'Uliam .,t;." Bexmett,~.'be:s..ng.:;,. 

i neec:;':t\rlly ab:;.ent .. ,t!id'no,'t:,pal:-t1c1\~t&,::" . 
I,i: '1n" the <11::;1>os1 t:1:ori 0::"' ~s<:procec(Uj:lS';;;:,~ : ," 
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