Decicion Xo.

BEFORE TEE RAIIRQAD COMAMISSION OF IEE STATE OF CALIFORNIA

In the Matter of the Application of)

EOLIYDATLE WATER COMPANY, )
a corporation, for permission to )
issue capital stock and to fix %

rates. Applicatior Xo. 13015

In the Matter of *the Application of)

BOLLYDALE WATER CONRANY, }
for an order granting certificete )
of public convenience and ;

necessity. Applicetion No. 13131

Abrahams & Sadicoff,

by E. G. Sadicoff, foxr spplicant.

WHEITSELL, COMDIISSIONER:

CPINIOXN

In these two proceedings the Railrosd Commission is
esked to make sn order gronting to Hollydele Water Company, &
cextificete of public conveniernce and necessity; suthorizing it
t0 issue $100,000. stock; ard fixing the rates which 4t shall
charge for water sold and delivered by it.

4 public nearing was held on these matters in
Los Angeles om September 2, 1926, at which time they were consoli-




dated for the purpcse of recelving evidence and for decisiome
At the hearing no ome eppeared to protest the granting of the
company's regquests.

The region to be served by aprlicant is a tract contain-
ing about three hundred and £Lfty acres of lamd, known as Holly-
dale, located slong the lines of the Los Angeles and Salt Lake
Reilroad between the cities of Los Angeles and Long Beach. It
sppears that this distriet is now being subdivided and developed,
for residentiel and industrial occupanmcy, by Mercentile Investment
Compsny, which company has installed a water system to aid in the
sale of lots and to swoply water to the purchasers thereof. In
this connection it is reported that the texrritory is not served by
any other public uwtility and that it is not in a position where it
cap obtain service from any other public utility or private con-
ceTrD.

The water systom installed by the present owners is de-
seribed in Exhidit ™A™, filed with Application No. 13015, and
in Exhibit ™17, filed at the hearing, end consists, in genersal,

0% three parcels of real estste, lots 15 and 14, block 1I, and lot
20, block 13; two wollg, one in service, drilled to & depth of

600 feet, and the other, cspped at vresent, drilled to a depth of
500 feet; pumping equipment st the first well, consisting of two
Westco pumps, two 15 h.p. £ifty cycle motors and pipes, fittings,
gauges and other equipment; snd & distributing system consisting

of ghout 59,955 feet of two, three, four, five, six and eight

inck C.D. c¢casing pipe. At present there are about f£ifty ser-

vicea installed, none metered.




A& valuation of the system, prepared by the Engineering
Service Corporation, shows the estimated reproduction cost as

follows:-

L. Main Plant:
Real Estate $5,583.00
Buildings at Well No. 1 668.50
Vells:
No. 1 in service 32,760.
Xo. 2 capped 2,500. 5,260.00
Zouipment:
Well No. 1 = pumps, motors, 598,30 £14,907.80
pressure system, etc. . F,396.30 $14,907.80
Moins and distributing system:
Wains and laterals,
£9,955 feet 26,140.40
Installation 13,460.55
Service connections 2,953.50
Valves, fittings, etec. 802.45 43,355.90
Je Iire protection syatem:
71l hydrants and velves 674450
4. Lot eacements 4,600.00

Total $63,538.20
Lecs depreciation - 2,597,6Q

Bzlance KU:§35:EG

Going Concern Value 7.159.40

Total 368, 100.00

I% is proposed to transfer the water system to appli-
cant, free and clear of indebtedness, for $68,100. of stock.
It will be noticed, howeéér, thet There iz included in the fofe—
going tebulation an item of §7,159.40 for going coxcern velue,
waleh we are asked to recogrize as a basis for am order suthorizing

the iseue of stock of like smount. In support of this request

the testimony of L. 7. Babcock, applicant™s mamagor, shows the
following:= “

"In arriving at the valuation of
*Going Concern Value® we have regarded this item essen-
tially a5 being the cost of reproducing a given income.

smch 88 this property is in the initial esrning

period it commot be regarded as hating & net reverue.
However, even though it shows an operating loss it has
& "going value® for it has earnings or gross income.
Tois systex has s deferred, but undoubted, ecrning
capecivy, and tre going value is affected by the period

Je




required to develop the business. We have for these
vurvoses capitalized the anticipated average net earn-
ings(based on & feir water rate) for & pcriod of five
years from date. Ve nave reduced $his capitalized

velue of five years hence to present worth toduy.

Tpe difference betweer the estimated prosent worth and
our appraised Reproduction Cost less depreciation we call
our *Going Concern Value™.”

I om uwnable o agree witkh applicant®s method of deter-
wining & going concern value and bhelieve that the $7,159.40 includ-
ed in the vuluation as representing going concern value should be
eliminated. Deducting the $7,159.40 from the valuation sub-
mitted leaves a belance of £$60,940.60.

After acouiring the water properties applicant proposes
to expend during the next two years, sbout $31,600. for additional
equipment end other yurposSes, consisting of the following:=-

1 - 60,000 gallon 100 foot steel tank . . . . $6,000.00
500 ~ 5/4 inch meters, resident property,
@& 517.35 eack . . . « . . . . 8,875.00
5 -~ 2 inch meters, indus trial br0perty,
& $75. EOCH vee o o o & v n ma. 3,750.00
100 = 1 inch meters, dusinecs property,
Q@ $25.41 esckh . . . ... 2,541.00
Duplicate pumping equipment and installation 4,000.00
Working capital and general purnoses. . .. £,834.00

Total . « + ¢« « « & .331!600300

The compony a35ksS permission to issue $31,800. of stock

for these purposes and it reports that such stock will be issuwed

chased
at par and pur=/ by lMercantile Investment Company.

Applicent has filed, as ite Exhidbit "C", a copy of its

proposed rate schedule, whica is as follows:=-

1. Monthly minimum charges for metered use:- \
For 5/8 inch metcrs . . . .52.25 per 100 cm. £t.
T 34% " . . .20 "™ ™ nm w
- ‘.' . - . 3000' -
1-1/2 v "o, . . 5.00 7

2 ' r " . . 8.00 T

2. lonthly cuentity ratesz- '
Tor use between ¢ and 400 cu. f£t. £.315 per 100 cu.
44 -21 b2 d " e d

" hd ™ &0 T 200G T
v T over.2000 cu. ft. ... ... .18 " s "

4.




The order herein will establish the rates which spplicant will
be permitted to charge.  The order will also grant the request for
a certificate of public corvenience and necessity, dut will suthorize
the issue of only $92,800.00 of stock, of which $60,900.00 may be
delivered in payment for the water system, $31,600.00 in payment for
additions and extensions and working capital amd $300.00 to sppli-
cant's Incorporators.

I herewith submit the following form of order;-

ORDER -

Hollydale Water Company having spplied to the Railroad Com~
mission for a certificate of public convenience and necessity and
for sn order fixing rates and suthorizing the issme of $100,000.00
of stock, & public hearing having been held, and the Railroad Com-
mission being of the opiniox that the issume of only $92,800.00 of
stock should be suthorized and that the issue of such stock is
reasorably required by spvlicent, and that in other respects the

applications should be granted as herein provided,

TES RAIIROAD CQMISSION OF THEE STATZ OF CALIFORNIA IEEREBY
DECLARES that present and futnre public convenlence and necessity
require end will reculre that Hollydale Water Compeny, a corporation,
acqnire'and operate a water system for the purpose of supplyling water
for domestic and industrial purposes in the district referred to in
the foregoing opinions

i? IS EHEREBY QRDERED that Hollydale Water Company be, and it

heredy ig, directed to file with the Rallroad Commission of the

State of California within twenty days from the date of this order




the following schedule of rates to be charged for all service rendered
subsequoent to the effective date hereof;-

FLAT RATES
Trree quarter inch service, 16T MONLRE - + « « o« o ¢ o o « o «5L.50

VETZR RATES

l. Mninmwm Monthly Chergos:
5/8 inch meters .
3/4 "® w

1 "
1-1/2 *
2 i3

2. Monthly Quantity Rates: .
0 to 400 eu.fte ver 100 cu.ft.

400 t¢ 2000 ™ 7 - e

2000 to 000 T T W . .

4000 to 6000 " T ¢

Over 6000 T ™ ®
NOTE: The above "Monthly Minimum Chargea" entitle the comsumer to the

quantity of water due wndor the "Monthly Quantity Rates™.
IT IS EEREBY FURTHEER ORDERED thrat Hollydale Water Compsny bde,

and it bereby is, directed to file with the Railroad Commission within
30 days from the date of this order, rules and regulations governing

the distridution of water %o consumers, such rules and regulatioms to
become effective upon thelr acceptance by this Commissione.

IT IS HEREBY FURTEER ORDERED that Hollydale Water Company be,
end it heredy Is, authorized to issuwe &t not less than par not exceeding
$92,800. of stock, and %o sell $300. thereof to its incorporators and
1o use the proceeds for orgamization oxpenses and'working capital, and
to deliver $60,900. in full payment for the water system now owned by
Mercantile Invesiment Compsany end to sell $31,600e to finanece the cost
0f the additioms and extersions referred to in the foregoing opinion
and to provide working capitsle.

The authority herein granted is subject to the folliéwing
condltions ;=

l. Applicant shsll keep such recoxrd of the issue,.sale and de-
livery of the stock herein autkorized amd of the dispo~
sition of the proceeds as will ensable it to file om ox
before the 25th day of each month a verified report,as

C=




required by the Railroad Conmission's General Order
No. 24, which order, insofar as appiicahle, is nade
a part of this order.

2. Tne suthority herein granted will bdecome effective twenty

days after the date hereof.

17 IS EEREBY FURTHESR ORDERED that Application To. 13015
insofar a5 it involves the reguest to issume $7,200.00 of stock be,
and it is heredy, dismissed without prejudice.

The foregoing Cpinion end Order are hereby approved and

ordered filed as the Opinion and Order of the Railroad Cormission
of the State of Californiz.

DATED at Sean Francisco, Califormis, this /6%ay of
October, 1926

Conrmissioners.




