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Decizion No. /7 £ 40.

BEFOET TEE RATLROAD COMMISSION OF TES STATE OF CALIFORNIA

In the Matter of the Lpplication of )
ZL PIZQ WATER COMPANY, )

a corpora‘tion, W. CILYDE EEDDIKG JOEXY )
2LESSIS, J.B.BUTLER, J. 2. SIMMONS, %
)

)

;’"’*‘\qf’ L
G

i3
(CFY
ADAM TUIAL, .,.:E'...,,N'DR, ADQLPE TLEEEEND,

Application Xo. 13328

HANS P.SKOV,CEARLES E.BZLL axd Galis
IZDDING, co~partners doing business
under the firm name and style of )
CITTZENS WATER ASSOCIATION, for =n )
order suthorizing the zsle of the pro-)
verty snd water franchise of CITIZENS )
WATER ASSOCIATION to EL PIZi0 WATER )
COMPANY, & corporation. )
)
)
)
)
)

Tn the Matter of the Application of
ZL 2IZu0 WATER CCUPANY,

& corporation, for an order aunthorize

...ng it to dicssue and sell ite securi-~

ties. - .

Avplication No. 13338

¥. R. Van Wormer, Zor applicantz.

BY TE2 COMMISSION:

OPINTION

In Application No. 13328 the Citizens Water Association,
a partnerchip consisting of V. Ciyd.e Eeddmg; Johm. ?lesaaé; Je Be
Zutler, J. R. Simmons, Aden Ulm, 3. P. Ebner, Adolpk Umbekend, Henaz
P. Skovw, Charles Z. Bell dnd G;:L':.Zedding asXked pormission to transe
fer a pudlic utility water system to the Fl Pizmo Water Cbm:pa.n:r, in
exchange for $30,000.00 of stock of that company, di*n’.déd into
$15,000.00 por value' of common and £15,000.00 par velue of six per
cent cumulative preferred stock. :

In Apvlication No. 13338 tho EL Pizmo Water Company askg.
permissior"z %o iczue the aforementioned stock izi ‘payment fox ga.id Pro=- .
pertiés and Zurther iseue and sell 9530‘,'900-00. of 4Lts six percent cuwm~ -
nlative pre.i’ezfred, and $115,O'OO'.0'0 of ite gém:hon stock at var for the
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purpose of ¢ualifying its directors, reconsiructing the water'system
which it intends to scoulre, and extend and improve the came.
Tre water systenm now-owned by the Citizons Weter Assocliation
was ascculred by that. associstion pursuant to the autkority granted
by the Commiselionm In Declsion No. 15947 dated Fobruary é. 1925, és
emendel.
The water system concists of easements, water pipes, reservoirs,

mains, fights of way, franchises, conduits, flumes, pPumpPs and is<

uting mains operated for the purpose of supplying water %o the in=
habvitants of Pi@uo Boach and vicinity. Five of the members of
the Citizens Walter Assoclation desire to withdrew from the association.
Tre other five have agreed to acquire the iﬁterests 0oL those who deszire
to with@raw; They beliove; howover; that the properties can be opor~
ated to botter advantage by a corporation and they therefore have éausod
to be orgsnized the E1 Pizmo Water Company, & corporation. The cor-
norstion has been.organized under and by viritune of the laws of the
State of Celiformis. It hat sn suthorized cepital stock of &75,000.
divided into $45,000. of six percent cumulstive preferred sud £30,000. :
of comzom. Thoe hrticles of Incorporation nrovide thatxﬁo aszessments |
ghall be assessealagainst or levied upon either the common or preferred
stoek. In suthorizing the icsue of Tho stock reforred to horein,
this Commission does not determine whether scsessments can be levied
unon the stock. The Articles of *ncornora§§§§?§§o§ide thaz the
holders of tae preferred stock shall de peid a °ix.bercent cumulative
dividend, and that such dividend be paid before any divid&nd Shall be
oaid to the holders of common stock. Neither the Articles of Incoxr-
poration nor any sction taken by taic Commission guarantees the pay-

ment o2 dividends on the preforred stocks

It is of record that the Citizens Water Acsociation peild .

$9,000.00 for the properties acouired pprsmant to the authorlity granted
by Decision No. 15947. Subdbsequent to fhe date of such docision the
Commission.was‘calie& upon to £ix the rates to be charged by the cié;
izens Water Associstion.  In Docision No. 16906 dsted June 14, 1926
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the Commission used $30,000.00 a& & rate baze. Tais rate base rovre-
sented the estimated original cost of the water system plus approxi-
mately $10,000.00 for additions, bettorments and improvemenis which
rad been installed by the Cltizona Water Assoclation or were about to
be installed by it. In the petitions now bYefore the Commission 1t
{¢ revresented that up to October 27, 1926 the Association exponded.
310,277.99 for the Lollowing purposes;-

NQW WelIS - . = - - - - 4‘ - - - - - -’ ooooo %'540-42

Now distributing mains . . « o ¢« ¢ & = « & 2,789.09

UMotor equipment for wells . « & ¢« « ¢ & ¢ & ® 350,00

MQ'CGI'S - - - & @ & . ® » & & & o & & @ s & a 1'468-91

Repeire to distribution meins 2,129,577

70%81leene. 310,277.99

As sodid, tho CommissionT™s rate base included an estimate of
the original cost ($20,129.00) of the water system purchased by the
Citizens Water Aééociation for 89,000.00. In the‘rate decision the
Commiséion calculated the deprecistion charges by wsing theAsinking
Tund method which obviated the necessity of determining the present
volune of thé properties. Ve are now conﬁfontea With & request to
vernit & transfer of sgld proverties, including the aforementioned
edditions and betterments to October 27, 1926, to & corpvoration ox
tac glleged valwe of $30,000.00 snd permit suck corporation Yo issue
$15,000.00 of 3ix percent cumulative vreferred stock and $15.000.00
of common stock in payment for the properties. If the estimated
original cost of the properties iz used az o basis for %he issne of
securities, the amoumt that is or showld be in the reserve Lor ac-
crued devrecliation zhonld be concidered az part of tho cepitalization
of the properties. Applicants submitted no évidence showing wgat‘ |
such emownt is or should ve. Therefore, for the putposerf thisjpéo-
ceeding we will regexd the $9,000.00 paid by the Citizons Water As-
cociavion £or the proporties as representing the rvenan® value of the
oropoerties at that time and ad& thoreto the amownt oxpexded by the
a3sociation to October 27, 1926, fdr additione, botterments and ;mf
provements of the system. The order herein will suthorize the‘issue'
of 820,000.00 of stock divided into $10,000.00 of common and $.0,000.
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0f six vercent cumulative prefeorred In payment £or the properties free
end clear 0% sll Indebtedness of the Citizens Water Associstion as the
same exizsted on Qctoder 27, 1926. ,
The company asks permission %0 issue and sell =%t par $30,000.
0f its zix percent cumunlative proferred stock and 315, 000.00 oF 12
coxmon stock axnd use the proceeds 20T the following purposes;-
%3,500. for pump, motor ard completion 02 systom
8,500e for now reservoir with o capvacity of 250,000 gallons
7,900. for 8 inch reins ©f an approximate length of 5,000 £t.
from the new wells to the reservoir
20,328. of 6 inch mains 0¥ an approximate length of three and
one half miles To give service to nmew subdivicions
located north of the town of Pismo Beach
2,000. for 4 inch mains o2 an approximate lergtk of 5,000 _t.
- To furnich Zire vrotoection
1,250. for 2 inck mains spproximately 5,000 £t. in length

1,522. for oicavating for 2 in. emd 4 in. pipo and re-laying
the cane.

400. to cover cost of engineering work.

45,000

Tae proposed oxpenditures include £$20,328.00, which eppli~

cant intends to expend for The purpose of laying approximately throe
and one half miles of six inch meins to supply water to nmew subdivis;
ions locatod to the north of the Town of Pismo Beach. No estimate
was sudmitted as Yo the probadle rovemme that the company would ob~
valn from such an expenditure. It occurs to0 u2 that unleszz the EFL
Pizmo Water Company‘i° assured ¢f & definfite and coxrtain incomo by
tae c-ubé.ividere which wWill represont a reasonadle return on the
520,328.00 tqat‘tnose who reguest tne,company to construct the oxX—
tensiom should finance the seme in sccordence with the compa£§;s rules |
end regulations. The order herelinm will not permit the izsue of stock f
for the pﬁrpoae of paying for such extension. If alter negotiation: ;
wita the gubdividoers the company subnits satisfectory information
showing that it is sssured of a ressonsble roturn.because o2 such‘exf
penditures, we will give further consideratiom to the reguest to izsue
stock to finance such extenuion

It 1= o* recoxrd that the Town of Eiumo haz ‘no fire vrotec-
tion, and that the in¢nrance rates in the bu~innss *ection of the
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_town_average,abont $10.00 por year 5n the 3100. of ipsurance. - The
company proposes to lay adequate mains and install fire plugs for
fire protection, provided a fire dictrict ie formed. The cost of
this work is estimated at $2,000.00. EHowever, %o givé adeéuato
fire protectionnthe company will have to enlerge Lts reserveir, and
the meins leading from the wells to the reserveir. |

e bvelieve that before thé”company vegins the exnlargement of
its system it should have a compotent ongineor make a survey of the
same and submit his report to the Commission for approval. The order
herein will suthorize the issue and sele of $16,000.00 of'preférro&'
and $9,000.00 of common stock to pay Lor the additiéns and better-
ments and improvements referred to hereln, other than tho extension
t0 new subldivisions. The vroceeds from the cale of sald stock,how=
ever, may bé expen&ed only £or the purpoxesvhereafter_authorized by
the Commission. Before such aunthority will be granted, tho company
must snbmit the aprosald report of an engineer.

Adolph Tmbehend, secretary of applicent, testified that he

believee the corporatiom can sell ite stock at per without paying

any comxdssions to sell the same.
ORDER

~ Applications baving been filed oy the Citizens Water Asso~
¢clation, o co-partnorehip; sxd v1 Pizmo Water Conmpany, for vermis-
sion o tranzsfer and acouire properties and issue stock, a public
hearing having'been held before Zxeminer Fanknauser and the Rafl-
roed Coxmizsion heirng of the opinior that the transfer of the pro-
perties roferred to in the opinion which precedes this order,should
“Dbe granted and that El ?izmo Water COmnany skould at this time De
ue*mitzed to issme not exceoding $26,000.00 of its °ix.percent cumn=
letive preferred stock emd $19,000.00 of its common stock, and that
the money, proverty or lasbor to be procure& or paid Zor by ou.ch
Iscue, is reasonably regquired by the company and that The axpendi~
tures herein authorized are 20t in whole or in nart reauonably charge~
able to operating expenses or to income,.

5




IT IS YERESY QRDERED as follows:—

1. citizens Water Aszocliationm, V. Clyde Hedding, John Plessas,
J- 2. Butler, J. R. Simmonz, Adsm Ulm, E. 2. Ebner, Adolpk Um‘behend
Hans P. Skov, Cherles =. Bell and G.XM r.Bedding be, and 'they are here‘by
suthorized to 2ell all of their public utilﬂ,ty properties to the El
Pizmo Water Company, Whic}z. is heredy pomitfed t0 acquire =aid Pro=-
‘ vorties and issue in payment therefor as the sawe axisted on Qcto=-
ber 27%th, 1926, provided. it accuire the same Zree and clear o2 all |
indedtedness, "‘10 000.00 of its 2ix percent cummlative proferred
gtock snd $10, OO0.00 of 4its common otock. | ‘

2e 71 Pizmo Weter Company is hereby authorized to‘ i«sue "and cell
for cash.at ot less thax par on or before Octobor 1, 1927,%16,000.
of its six percent cumula.tive preforred stock and £8., 950.00 0f 4te
common stock and expend 'che 'oroceeds for such purpoves ag the COm-
wission will suthorize by & °u-oplemen‘cal order or ‘orders.

3. Z1 Pizmo Water Company mey 12T ug end gell for cash at not loss
then par on or before Octobver 1, 1927 five shares (%50. ,'éar value)
of its common capital stock to 1ts incorpora‘cors‘and uge the pro-
ceeds to pey organization expenses.

4. T Dizmo Tater Compeny shall deposit all proceeds obtained
srom the sale of the csid $16,000.00 of preferred and saild $8,950-
0f cormon stoqk in s denk or bavks until such time as the Cormig~
sion by supplemen‘tai orde:'wilfl. authorize the expenditﬁre o:f"cl‘ie ,
ssid proceeds. | ) | "

5. The a.uthority horefin granted to ‘tra.nufer pro'oerties wd issue,
stock will become oZfective uwpon the date herein.

6. =l I’izmo-, Tater cmpény shall keep such record of tho issue,
sale axnd delivery of the stock herein aunthorizod and of the disposi-
tion of the pro,céeds es will ensble it to file on or before the

25%th day o0f eack month 2 verified renort, as req_nired. by the ..a.il- ‘
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roed Commission’s Gemorsl Order No. 24, waich order insofar &3
applicable, is made a part of this order.

7e Lpplication Yo. 13338, inzofer as it involves the‘issue oL
£5.000.00 of 2ix percent cumulative preferred and $5,000.00 of
common Stoek in payment for the properties which the company in-
tends to acqouire from the Citizens Wator Assoclation, a co-partner-

ship, be, snd the ssme is hereby, dexied without prejudice.

DATID at Ssn Framcisco, Califormie, this /L= dey of

;&mﬁ%_, 1927.

Commissioners..




