
l)ecision No. _...;]_ ... .;;../-::4...;:;...;...;,.;~~~ ___ _ 

BE:'ORZ TEE RAIIaO.b.D COmnSSION OF TEE STA~E OF C.ALIFORNIA 

In the Matter of the A:p:plio~ltion of') 
EOLL'ID.A.LE TN~ CQ!P.A.I."cr,. ) 

a oor~oration~ for ~ermission to ) 
issue capital stock and to fix ) 
rates.. } Applioation ~o. 13015 

In the MAtter of the Application of) 
ROLLYD.ALE WATER C01!?A1iY, } 

for an ordergrant1ng certificate }, 
of public convenienc& and } 
necessi ty. ) Applioation No. 13131 

Abrshs.ms &: Sadicoff,. 
by R. G. Sadiooff~ for a.pp~icent. 

71RITSELL,. CO!Q.USSIO:N.i:S: 

o PIN ION 

In these two proceedings the ~silroad CommisSion is 

asked to cake an order granting to Rollydele -:rrater Company ~ a 

certi!1cate of pu.blic convenieI!ce and necessity; authorizing it 

to issue $100 ... 000:. stock; and fixing the rates which 1 t shall 

charge for water sold and delivered by it. 

A ~blic hearing was held on these matters in 

Los Angeles on September 2,. 1926,. at which time' they were oo:osol1-
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dated :for the purpose of receivtng evidence and for decision. 

At the hearing no one appeared to protest the granting of the 

comp~'s requests. 
The region to be served by applicant is a tra~t contain-

ing: about three hundred and fifty acres of land. known as Holly-

dsle~ located along the lines. of the Los Angeles and Salt Lake 

Railroad between the cities of Los Angeles and Long Beach. It 

eppears that this distr1et is now being subdivided and developed, 

for residential and industrial occupancy, by Mercentile Investment 

Com:.9~ .. which company has installed a water system. to aid in the 

sale of lots and to su~ply water to the purchasers thereof. In 
this connection it is reported that the territory is not served by 

any other public utility and that it is not in a ~osit1on where it 

can obtain service from any other public utility or private con-

cern. 
The water system installed by tho presont owners is de-

scribed in Exhibit "An'. filed with Applioation No. 13015 .. and 

in E~bit "1"', filed at the hearing .. and conSists. in general. 

ot three parcels of real estate, lots 13 and 14. block ll, and lot 

20, block 13; two wolls, one in serVice. drilled to a depth ot 

600 feet, and the other. capped at present. drilled to a depth of 

500 feet; pumping equipment at the first wel~, consisting of two 

Westco pumps, two 15 h.p. fifty cycl& motors and pipes, fitt1ngs. 

gauges and other equipment; and a distributing system consisting 

of about 59,955 feet of two. three, four, five, six and eight 
inch O.D. c$Sing p~pe. At present there are abOut ~i~t7 ser-

vioes instaJ.~ed •. none metered. 
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A. valuation of the system,. prepared by the E:og1neer1xl.g 

Service- Corporation,. shows the estiI:lated re:produetion cost as 

follows:-

1 .. 

I) .... 

s. 
4. 

Main Plant: 
Real Estate: 
Buildings at ~ell No. 1 
Wells: 

No. 1 in serviee $2,.760 .. 

$5,.583.00 
666.50 

No.2 capped 2,500. 5,.260'.00 
Zoui"Oment:: 

~ ~fell No. 1 - pumps,. ~otors,. 
prossure system,. etc., 3,396' .. 30 

Mains and distributing system.: 
Mains and laterals,. 

59,.955 teet 
Installation 
Servic-e connections 
Valves,. fittings,. etc. 

Fire protection system: 
71 hydrants an~ valves 

Lot casements 

26,.140.40 
13,.460.55 

2,.955.50 
801.45 

Less deprec1sti~ 

Going Concern Value 

T'ota1 
:Bs.lance 

~otal 

4Z,.3S5.90 

674.50. 
4,600.00 

~6Z,.5SS .. 20' 
. 2,597.60. 
60,.940.60 
7.159.40 

$68.1.00.00, 

It is pro:pos~d to trans~er the water system to appli-

cant,. free and clear of ind.ebtedness, for $68,.1010. of stock. 
~ 

It will be noticed,. however,. th~t there is included in the fore-

going t~bul~tion an item of $7,.159.40 for going concern velue,. 

which we are asked to recognize as a basis for ~n order authorizing 

tho issue of stock of like a~ount. In support of this requ&st 

the testimony of L. W. Babcock. ~~p~icantrs manager, shows the 

:following:-

"'In arriving at the valuation of 
~Going ~oncer.n Value~ we· hsve regarded this item essen-
tially as being the cost of reprodu~ing a given income. 
Illasmtlch as thiS :property is in the ini tial e~ing 
period it cannot be regarded as hating a net revenue. 
Rowever~ evon though it shows an operating loss it has 
a ~going ve.lue~ for it has earnings or ~ income. 
T"!l1s syste:::i has a deterred. but 't:Il.doubt~rning 
eapacity,. and the going value is affected by the periOd 
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req,uired to develop the 'business. We have tor these 
~ur~oses capitalized t~e anticipated average net esrn-
ings(based on a fair ~~ter rate) for s ~criod of five 
years from date. We ~$ve reduced this capitalized 
value of five years henee to present worth today. 
The difference 'between. the estimated present Vlorth and 
our appraised ReprOduction Cost less depreciation we call 
our 'Going Concern Value'.~ 

I am unable to ~gree vdth applicant's method of deter-

mining e. going concern value sna. believe' that the $7,.159.40- includ-

ed in ~e valuation as re~resenting going concern value should be 

el1:nina.ted. Deducting the $7~159.40 from the valuation sub-

mi tted leaves a balance of $60,.940-.60:. 

After ac~uiring the water properties applicant proposes 

to expend during the next two years,. about $31,.600. for add.i tional 

equipment and other purposes,. conSisting of the following:-

1 - 60,.000 gallon 100 foot steel tank • • . • $6,.000.00' 
500 - 3/4 inch meters,. resident propertY9 

~ $17.35 each . • . . . • • . . . . . 8.676.00 
50 - 2 ineh~meters. in~ustrial property, 

~ q75. each .•••••••••• 
100 - 1 inch meters. business property, 

"'~~41 . ~ ~w~. eScA............ 
]uplicste pumping equipment and instsllation. • 
~ork1ng capital and general purposes ••••.. 

3,. 750.00: 

2.541.00 
4,.000'.00-
6,834.00 

The comp~ asks per.nission to issue $31.600. of stock 

for these purposes ~nd it reports that cnch stock will be iSSQed 
chased 

at par and 'P'ur~1 'by Mercantile Investment Com.:9any. 

Applicant has filed,. as i ts Exhibit ltC",. tl copy of its 

proposed rate schedule,. whicA is as follows:-

1. Monthly m~ charges for metered use:-
For 5/.8 inch meters • • . • .$1.25 per 100 

11' 3'/4 'It "...... 2.00' T1' T1' 

':' 1.. ':t ':..... 3. 00- ~ 1f 

ctt. ft. 
rT It 

" "' 
11' 1-1/2 ~ It 5.00: T1' Tt 
TT 2: . TT ff ••• 8-.00 T1' ff 

". "' 
It' " 

2. Uonthly quantity rates:-
10r use between 0 and 400, cu. 

T1' It "' ~OO IT iooo Tt 

ft .. $.3l5 per 100 cu. ft. 
T1' .23. T1' ~ IT Tt 

1T 1T over" 2000 cu. it. .,. .18 tT TT TT Tt -

~ .,.~ 
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The order herein \nll establish tho rates which applicant will 

be permitted to charge. . The ord.er wi~l a.1so grant the request for 

a certificate of public convenience and neces31~, but will authorize 

the issue of only- ~9·2,aOO.Oo of stock, of which $60,900.00' may be 

delivered in payment for the water system, $31.600.00 in payment for 

addi tiona and extonsions and working ca.pi ta.l and. $300.00 to s.ppl:t-

cant~e incorporators. 

I herem th submit the f01~ow:tng form of ordor;-

ORDER 

Rollydale Water Company having applied to the Railroad Com-

miss1an for a certificate of public convenienee and necesa1t~ 8nd 

for an order fixing ratss a.."ld authorizlng the issue of $100,.000'.00 

of stock. a public hea:r~ having been hOLd,. and tbe Railroad Com-

mission being of the opin1on that the issue of onlY $92,800.00 of 

stock should be authorized and that the issue of such stock is 

reasonab~ required br applicant,. snd that in other respects the 

applications should be granted as herein ~rovided. 

TEE RAILROAD COMMISSION OF TEE STATE OF CALIFORNIA E:ERE'.BY 

DECLARES that present and futurepub11c conve~ene& and necessity-

require and. will rec~u1re that Holly-dale Water Company, a corporation. 

acquire and operate a water system for the purpo·se of supplying water 
for domest1e and industrial purposes in the district referred to in 

the foregoing op1nion+ 
!T IS :az.aEEY ORDERED th8.t Holl:vdal.e iVater Company bEt. and 1 t 

hereby is. directed to file with the R8.11ro~l.d Con:mission of the 
Sta.te of C81i:forn1a. wi thin twenty da.ys from the date of this order 
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the following echodule of rates to be charged for all serVice rendered 

subsequent to the effect1ve date hereof;-

FLAT RATES 
ThreEt quarter inch service, per month • .. .. .. .. .. .. .. .. .. .... ~l.50· 

1. 

2. 

!v::ETER RA.~S 
Minim'lIlll Monthly Oharges: 

5/8 inch meters· .. .. • • .. • • • .. .. • .. 
3/4 ft' ".. • • • • • • .. • • • 

1 Tf If....... .. .. .. . . . .. 
1-l/2 1T' " • • • .. .. • • • • 

2" " • • • • • • . • • • • • 

Mont:bly Q.usntity Rates: 
0: to 400' eu.:ft. per 100: cu.ft. . .. · .. 

400 to 2000- "' '" "' '" '" .. .. . 
2000 to 4000 '" II" "' '" '" .. .. .. 
4000 to 6000- Tf " 'II' " n- .. .. .. · . Over 6000 " " "' '" "' • .. .. · .. 

$1.25 
2.00' 
3.00' 
5.00 
8.00 

$.31i-
.21. 
.18 
.15 
.10 

NOTE: The above "Monthly llinimum Oharges" onti tle the consumer to tbe 
quantity ~f water due under the ~onthly Quantity Rates"'. 

IT IS J:l3REEY FO'RTBER ORDEEED tha,t RolI.ycIale Water OompSll3' be, 

and it hereby is,. directed to file with the Railroad CommiSSion w1 tl:l1n 

30 days from the date of this order, rules and regulatiOns governing 
the distr1 but10n of wa.ter to consumers~ such rulEls and regulations to 
become effective upon their accept~Qe by this Commiss1on. 

IT IS HEREBY FURTBER ORDERED that Rolly'dale Wa.ter Company be, 

Slld it hereby is,. authorized to issue a.t not less than par not exc&ad1ng 

$92.800. of stock.. and to sell $300'. thereof to 1 ts incorpora.tors. e.:c.d 

to use the proceeds for orga.nizat10n oxpenses and work1ng capital. and 

to d.eliver $60.900. in full :payment for the water system now ovmed bY' 

Mercantile Investment Company and to sell ~~1,.600. to fi:rumee the cost 

of the add.itions and extensions referred to in the foregoing opinion 

and to provide working capital. 

The authori t,. herein granted is eU"o;ject to the folllflwing 

cond1t1on3;-

1. Applicant shall keep such reoord of the issue, sale snd de-

livery of the stock herein authorized and of tht dispo-

Sition of the proceede as will enable it to file on or 

before the 25th day of each month a verified report.as 
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required by the Rsilroad Commission's General Order 
No. 24.. whi ch order. ins ofar as applicable,. is me-d.e 

a. part of tbis order. 
2. The authority herein granted will become effeotive twenty 

days after the date hereof. 

I~ IS B:EBEEY FUP.TRSR ORDERED that APplica.tion No. 13015 

insofar as it involves the request to issue $7,200.00 of stoCk be. 

and it is hereby,. dismiss.ed without pre judice. 

The foregoing Opinion and Order are hereby approved gnd 

ordered filed as the Opinion and Order of the Railroad Commission 

of the state of California. 

DATED at San F!'Sllcisco, Oalifornia, this /O~s.y of 

October. 1926. 

Comcise1oners. 


