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B~O?E TEE ~ROAD cO~maSSIO! O~ ~EE ST~ OF CALIFORNIA 

In the lta.tter of the Application of ) 
EL :2IZMC> WA'n!R . COtrP ANY. ) 

a corporation. W. CLnE BEDDING. JOEE') 
n;:~SAS. J .3.B'C'TL:Ea. J. ~. S:oo!ONS. ) 
ADm 'Om. E.:E'.E3~ ADOLPE: 'QLtBEEIENl>,. ) 
~~S P.SKOV,Clt~ES S.BELL and G~. ) .a:w:onrG. co-partners do1ng otz.sinass. ) 
under the firm name 8.lld style o~ ) 
CITIZENS ~ATER ASSOCIA!IOX~ for an ) 
order autho1'iz:tllg the zale of the 1'1'0-) 
pert~ snd.waterfranchise of CITIZENS) 
WL""ER ASSOC~ON to EL PIZMO WATER ) 
COM:?A.l.TI,. 'a. co=:porat1one. ) 
In the :ls.tter of the ApplicatiOn o~ ) 

EL :t>IZMO' VrAZER C~ANY. ) 
a. corporation,.. fOr an order a:c.,tho1'1z- ) 
ing it to issue and sell. 1 te 3ecuri- ) 
ties. . . ) 

Application No. 13328 

M. R. Va:n Wormer,. tor applicants. 

BY ~EE COMMISSION: 

o P I !~ I 0 '1\ 

.. ~". 

In App11estion No. 13328 the Citizens ~ator As$ociat1o~ 

a partnersh1'.p, co:c.sist1:a.g of W. Clyde Hedding,; J'obn Plessas,.J'. :s. 
:Butler,. J'. ?. Simons:, Adam "O'lm.. 3. P. Ebner,. Adolph 'Ombehend .. Een3 

1>. Sko,V', Charles!. Bell.· e.nd G.M.Redd!:c:g asked pormission to trs.:cz-

fer a public uti11ty water system to the El ~zmo Water Compe.:o.y',. in 

axohs.:oge for $30,.000.00 of stock of that ooml'an~,. di'Vided into· 

$15.000~OO :per value of common and $15,.000·.00 :par va.lue of six p~r 

cent cumulative preferred stoCk. 

In Application No. 13Z3S tho El Pizmo Water Comp~ askS 
:permission to issue the a.:forementioned. stock in payment :for said yl"O-

" 

porties and. ~~ther i$sue and sell ~,..30,.OOO.OO of 'its six percelltC'tml-

ulative preferred, and $15.000.00 of 1 te common stock at par for the 
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purpose of c:usl1fy,tItg i ts d1roctora~ re,constructing tho water ~ystem 

which it intends to a.cqu1re, and extend and improve the same. 

Tho water system ~ow owned by the Citizens Water ASsociation 

was acquired br that. association pursu~t to tho autborit7 granted 

by the Comrr:.13s.ion in Decis1onNo. l594'Z ds-ted Februar;r 0, 1925~ as 

emended. 

Tho water sys,tem consiSts of easements, Vla.ter pipes, roservoirs, 

!!ls1:c.s, rights of Vlay .. franchises, cond.u1ts:, flttmos, pt1JJlpS and distri-

buting mains o);>erated for the ptU:')tose of supplying wa~er to the 1n- " 

ha.b1 tents of ~o Boach and Vicinity. Five of the members of 

the Citizens Hater Association desiro to Withdraw from the association. 

The other :five ha.ve agreed to acquire the 1nteresta of those v/ho deSire 

to Withdraw. They boliove~ hOVl&Ver~ that the :properties can be oper-

sted to better adv$ntage by a corporation and they therefore have cauzed , 

to be organized the El Pizmo, Ws.tor C¢mpsny, a corporation. Zhe cor-

pors.tion has been organized tt.O.der a.:c.d by Virtue of the laws of the 

State o:! CalifOrnia. It MS e.n a.uthorized ca.:pi tal stock of ~"l5~OOO. 

divided int~ $45,000:. of six percont cmulative prcfe:rre,d and $30.000. 

of com::on. Tbe, Arti,clee of Incorporation :provide that :no e.sz,essments ': 

eh8.l1 be asse,ssed aga.inst or levied upon. either the co~on or preferred 

ztoek.. In authorizing the issue o:f the etock referred to herein •. 

this Commission doos not detormine whether sesessments csn be le'V1ed 
, . further, ."" 

upon the stoc~ The Articles of !nco~ore.t1on1.provide that t~e 

holders of the preferred. stock ehsll be paid s six percent cumula.tive 

divid.end, and that, such diVid.end be paid before FJIJ.Y dividend. shall be 

~s.id to the holders of common stock. Neither the Articles of Ineo~

porat1ol'l nor s:tJY action taken by t:bis COmmission guarantees the -P8."9'-

ment of dividends on tho preferred stock. 

It is of record that the Citizens ~e.ter Association ps1d 

$9~OOO.OO for the propert1ez ac~uired p~su~t to the authority granted 

by Decision No.1594"l. Subs,ecruont to tbe date of such docision the 

Commission was called upon to :fix the rat",::: to bo ChArged bY' tho cit-
izens ~ater Associ8tio~ In :Ooc:i.si,on No. 16906 elated Jtole 14. 1926 
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the Co:t::lIt1ss'ion u$od :'~ZO .. 000.00 8.$ So ra.to 'bs.se .. 

eo:c.tod. tho estima.ted Original cost of the wator systom plus e.pproxt-

mate17 $10.000.00, for additions, betterments and improvements Wbic~ 

had been installed "01 the Citizons Water Azsocintion 0= wero about to 

be 1nstallod by it. In the p~titions now before th& COmmission,it 

1e re~re$ented that up to October 21. 1926 the Association eY.ponded, 

$10.277 .. 99' for the following purposes:-

New wel'ls • .. • .. .. .. .. .. .. .. .. • • .. • .. • .. 
Now distributing mainS .. .. .. .. .. .. .. .. .. .. 
Motor equipment !or wells • .. .. .. .. .. .. • .. .. 
Meters • • • • • • • • • e' .' • • • .. • • • • 

Repairs to distribution maiDS • .. .. • .. 

'::!otal ...... 

oo$Z,540 .. 42 
2-,789.09 

350.00 . 
l.468.91 
2, 129~5'7' 

$10,2:77.99' 

As said.. tho Commission"s. rate 'base includad an est1ma.:to o~ 

the original cost ($20,,129.00)' o"! the water system p'arebaSed. '07 the 

Citizens: Water Association for $9,000.00. In the ra.te docision the 

CO~33ion calculated tho deprecia.tion charges by USing the sinking 

f"O.:ld method which obviated tho necess1t:v of dotermin1ng the present 

value of the properties. We arc now confronted with a re~ueet to 

pe::::::o.i.t a tre.nsfor of zeid properties, including, the aforementioned 

additions and 'betterments to October 27, 1926, to s. corporation OD: 

the eJ.laged value of $ZO,OOO.OO end permi.t such corporation to issue 
I 

$l5.000.00 c~ six percent cttmul8.t1v& preferred stock snd $15,000.00 

of con:mon stock in pa.yment :foX' the :oro:pe:rt1~s .• If. the estimated 

original cost of the :properties i8 used. 8.$ s. "08313 for the issue of 

securities, the amount that is or should 'be in the reserve for 'ao-

crued depreciation should be considered. as pe.rt of. the es.:pital1zst1on 

of tho properties. A:p~l:tce.nts submitted no evid.once showing W.b.nt. 
'I " 

such e.mO'Cllt is or should be. Therefore. for the Pur:Poso, of this:; pro-

ceeding. Vie will regard the $9,000.00 :paid by the C1 tizons i'later ,As-

01 socis:tion :for the proport1o$ ae rOl'resent1ng the ::":"<;:':";~ value of the 

:propert1es at that time and a~d thereto tbe amount expended 07 the 

ezsoc1e.tion to October 27. 1926~ for a.dditions, botterments and. im-

provements of the system. The 'order heroin Will autborize the issue 

of $20.000.000"! stock divided into $10,000.00 of co~on and $10.000. 
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of six porcent cumulativ.e preferred ~n par,ment tor the ~ropert1e8 treo 

and clear ot $11 1:c.debte~eas o:f the 0.1 t1zens Wat~r Asso.eiat:to:c. a,$ the 

same exist&d on October Z1~ 1926. 

The company az7~ permission to issue and soIl at par $30.000. 

of its :six p~rcent ctmlulat1ve preforro'd stock and ~~5.000.00 of 1 ts 

common stock and use the proceeds ~or tho following PUl'l'oseS;-

~.500. 
8.500·. 
7.bOO'. 

20 • .:328. 

for pump. motor a.:r:d completion o! systom 
for nevI resorvoir ,Wi til 8. cspaci tY' of 2'50.000 ga.llons 
for S inch mains .~"! en approximato length ot 5.000 ft. 

!rom the noV{ wells to the resorvo1r 
of 6 inch ms.1ns,o'f an approximate leng:th of threD and 

one hal! miles to give serv1c& to new subd1v1sioDS 
locsted north of the tovm of Pismo, Beach 

2,000. for' 4 inch mains of an o.p:proximato leIlgth of 5.000 ft. 
to £nrDish ~iro protection 

1 .. 250. for 2 inch mainz ap:9:"oximatel:r 5.000 ft. in length 
1.522. for excavating for 2 in. end 4 in. 1'11'0 a.:c.d ro-layi:c.g 

tho same.' ., 
__ ...;40;.;:;..;;.o-~. to cover cost of ongineering work. 

~5,OOO,. 

ZAe proposed ox:!?endi tures include $20 .. 328.00,. which appli-

cant intends to expend: for ~he purpose of lay1ng approximately tlJroe 

and O::le ha.l:f mil~s of six inch meinsto $upplr water to new 2ubdi "1is-

iOns loca.tod to tile noxth of the Town ot ~1$mo :Bel3.ch. No est1matG 

Vla.S su'bmi t~d as to the :pro,'b8oblo revenue the. t the company would ob-

. tain from such an expend1 ture. It occurs to uz. that unle35: theEl. 
, 

P1zmo Water CO'C.:PtlllY" is azsurG'd of a. de:f'1mte. and certe1n inootlo by 
,I 

tAe subdividers wtich will represent a reasonable retur.n on th0 

~20,.32S.00 tha.t· those who request t:b.e, comp8l'ly to construct the: O'X- ' 

tension should :finance the sem~ in aceorda.nco vii th the comps.:oy"s rules 

The order herein will not :p~:rm1t tho issue of stock 

for the p'W:'l'ose of paYing for such extension. If e.~ter Xlegot1llt1on~ 

wi th the subdi vidors the cOIllpa:ay $ubIti ts. oat:tsfsctory in:format1on 

show1ng thAt it is aesured of s reasonable roturn because o~ such ex~ 

;penditurGs. we will give further coneiderllt1on to the re'luezt to- issue 

stock to f1Danc& such extensions. 

It is of record that the Tovnl o~ Pismo· has 'no fire protec-

tion., and that tho insurar",ee rates: in the bUSiness zection of the 
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e· 
, town a~~rago apout $10.00 ~er ~e~ on the $100. ,0£ insuranoe. ' The 

company propos6s, to la.y a.deq:a.a.te ma.1ns and i:cztal.l fire plugs for 

fire protect1on.,provided a. fire diztr1ct is formed. ~he cost o~ 

tlns work is estimated at $2.000.00'. However,. to give adoClue:to 

fire protectionnthe comp~ will have to enlarg~ its reservoir~ and 

the ma1nS lea.ding from the w~lls to the reservoir. 

1KJe believe that before the com!,~ "oeg1ns. the e~argamellt of 

1 ts system. it should have a compotent ongineer ma.ke a su:r"'to,- of the 

same and submit bis report to the Commission for a.pprova.l. The order 

heroin will s,uthorlz.& tho issue and sale of $16.000:.00 of' preferred . 
and $9,.000.00 of corm:on stock to pay for the additions and better-

ments and improvements rofe=red to herein. other than tho "Y.tens1on 

to new subaiVisions. The proceeds from the sal~ of said stock.how-

ever,. may be e~ended only for the purposes, hereafter a.ut~r1zed ~y 

the Co:nm1esi~n. :Before- 3uch a.uthorl t,- will be granted. tho eomps:tlY 

must submit the 8$irese.:td -report of an eng1neer. , 

Adolphumbehend. secretary of applicant~ testified that he 

believQ8 the co~oration oan sell 1 ts ~!toek at pe.r without paring 

sny commiSSions to solI the same. 

OR:DER 

Applic,at10llS hs:ving been filed by the 01 t1zens Water Aseo-

cia.tion, a co-par"tnereh1p .. and. El P1zmo Water COmpany', for permis-

sion to t~snzfer and se~u1re properties end issue stoe~ apub11e 

hearing hnving boen held before Examiner Fsnkhauser and the Ra11-

~oad Oo:mies1on being of the opinion that the trans~er of tho pro-

perties re!erred to in the op1n1~ wbich precedes this order .. should 

'be granted and that El P1zmo '1Te.ter Comps.ny should at this time be 

pe:-m1t.ted to issue not exee0'd1ng $26,000;"00' of ~ts six percent C'CJl);U-

lative preferred stock and $19,.000.00' of its common stock.,. end that 

the money.. property-or l~.bor to be proeured or paid for by such 

issue .. is rea.:::ons.bly recruired "or the eonlPaD.7 and that the ex:pend.1-

tures herein authorized are not in whole or in part reasona.bly charge'-. 

able to operating expenses or to income" 
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IT IS EE3EBY ORDERED as '!ollcws;-

J.. 01 tizens "Hater Association. W. Clyde Redd1llg..J'o'bn Ples38S" 

J. :B. Eu.tler~ J. R. SimmollS~ Adam 'O'lm,. E. ~. 'Ebner. Adol:ph Umbebend. 

Ea.na p. Sko.v,.. Cherlos E. :Bell and G.M.:E:edd1llg "oe .. a.nd' they are hereby 

authorizod to eell all of their public utility ~roport1e8 to the El 
~1zmo Water C~m:p~~ wtich is hereby pormitted to aequ1:e said ~ro

:gertiGa and issue in payment tberefor a.s the same &X1sted on octo-

"oer 27t~ 1926,. :pl"ov1de4 1 t scq,ttire the same :free- and clear o.f all 

1ndebtednesa .. $lO,.OOO.OO o.f its six percent cumulative preferred ... 
stock snd~lO,.OOO.OO o.f its commo.n stoc~ - .. ~ 
2. El P1zmo., Water COmpa.tl3' is here"o:?, e:o.thonzQd to' i~sue' and. sell .... ..., 

for .cash .. ,.e.t not less than par on or be~ore Octo.bor 1 .. 1927, .. $16 .. 000. 

'Of its six percent cum1llat1ve :preferred stock and $$.;.950.00 of its 
. , 

common stock gnd expend the proceeds for such ~urposes sa the Com-

miss10n mll B:U,thorizo "oy So supplementa.l order 0,1' ordors. 

s. n P1zmo Water Com"Oany may 1$'$'0.0 end sell for cash at not 1033-

than par on or betore Octo"oer 1 .. 192'Z :five shares (~O. par vsJ:c.e). 

of its' common oapital stock to· its incorporators snd use .the pro·-

ceeds to pay organization expenses. 
04. E1 !>izmo 71e.ter 'Com:peDY sM.ll deposit all proceG'ds o·'bta1:c.etd 

from tho sale 0:£ the said $16,.000.00 of preferred and said. $8.950. 

o! co:::::on stock in So "oe:Dk. or 'ballks until such time 80S. the Con:mi~

sion by 3upplemental. ora..er will authorize the ~xpendi tue of the, 

ss.id proceeds. 
5. The authority herein granted to transfer pro.parties and 138'0.&, 

stock will become otfect1ve upon the date herein. 

&. El 'P1zmo "Nate.%' company shall keep such record of the issue .. 

sele a.nd dolivery o~ the stock herein authorized a:o.d of the aiepo$i-

tion o:f the pro.ceeds e.s will enable it to :file on or before the 

25th day of each month ~ verified report.. as required by the Ea11-
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road CoICmissio:o!z G-oners.l Order No. 24. w:bicll order inzo·far, 8Z 

spp11cable,. is made a )?a.rt o:! thi~1 order. 

'7. Applica.tion 'No. lZSZS,. insofar as it invol'V'es. the issue oi 

$5?OOO.OC of six pereenteumulst1ve preferred and $5,000.00 o~ 

COI:mlon stock in pa.yment tor the ;properties w:bich the comJt8JlY' in-

tends to a.cC!,uirefro:m the 01 tizens \CJ's.tor Associat1o:c.. a eo-partner-

sbi~~ be. ana tho same is hereb~. denied without prejudice. 

:DA~ at Sen FranCiSCO,. Ca.lifornia.. tbis 

~_.l9Z1. 

. , I . 

day of 

Commissioners •. 
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