Decision No. /F A /%K. .

BRFORE THE RAILROAD COMMISSION OF TEE STATE OF CALIFORNIA

To the lMatser of the Application of
ZLALLEN RISPIN and TEE CARPITOLA COMPANY
(a corporation) for authority to sell
the gas, electiric and waler systeas
end properties opereated by sald The
Capitola Compeny to Public Ttilities
Ccalifornia Corvoration( a corporation),
and Tor authority foxr Publlc Utilities
Californis Corporation to buy sald
systems and properties and to issue
shares of its capital stock of the

par value of $50,000. end its first
mortzage gold bdonds of the face amount
or 385,000., and a promissory note

for the amount of capitel addlitions
rade between ADril 22, 1927 and the
date of the transfer.

Application No. 14041
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Tels and Orrick, by T.T.Dahlquist and Hillyer Brown,
for Pudblic Utilities California Corporation;
. illen Rispin, for himself and for The Capitola Company.

BY THE COMMISSION:

QPINION

In this proceceding the Railroad Commdssion is asked to enter
1ts order authorizing H. Allen Rispin and The Capltola Qompany to
sell to the Public Utilities Califormia Corporation their p»ublic
utility and other properties described im =xhibit TCT attached to
the petition hereln. The Pubiic Ttilities California Coxrporation
asks pormission to acquire said properties and to issue in payment
therefor as they existed on 4pril 22, 1927, £60,000.00 of common
stock and $35,000.00 of f£irst mortgage six percent 20~year bonds.

The DPublic Ttilities Califoraia Corporation further asks
permisslon to issue its unsecured promissdry note bearing interest
at the rate of six percent per anmue and payable one year after date
in an emount equal to the cost of the capival additlons made to
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the puwolic utility properties of The Capitola Company between April 2,
1927 and the date of the transfer of the properties to the Public
Utilities California Corporation. In view of the fact that we do
not at this time know the amount of the note, its issue will be con-
sidered in a supplemental order. Thile the company asks permission
0 execuie a mortgame to secure the payment of its proposed bomd issue,
e similer request is contained in Application ﬁo. 14024. The order
in that proceeding will sauthorize the execution of the morigage. It
is therefore not necessexy to glve further considergtion to 1ts re-
quest for permission to oxecute & mortgage to secure the payment of
the proposed £85,000.00 bond issue.

It"appears from the record that The Capitola Company ls en-
gaged, among other things, in the business of supplying water for
domestic and other purposes in, and in the vicinity of Cepitola and
Soquel, and electricity for like purposes at Capitola. These towns
are located on lMonterey Eay aﬁproximately four miles east of the
City of Santa Cruz.

The water supply is obtained by divertling the waters of Bates
Creok at a voint about three miles morth of Capltola. | This, 1t
appears, Lls accomplished by means of a concrete arch dem 35 feet in
neight with a crest length of 40 feet. From this point the water
s1ows through & six lnch wooden stave pipe line approximately 6,230
feet in length to a 250,000 gallon earthen reservoir located a short

dlistance north of the Town of Soquel. The Capitola supply Tlows
{rom the reservoir through a six inch cast iron main approximately

two miles in length. An additiomal supply Lls obtained for the
communities served by means of & motor driven booster pump, which
PumnS difectly from Soguel Creek into the supply lines of the

Soquel and Capitola areas. This pump is operated for emsrgency

purposes only. The water supply, 1t is said, is protected against

pollution through the ownership by the company of a portion of the
watershed ares above the divertinz dam, and is further protected by
chlorinction. The distribution system supplying water to Soquel
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and Capitola consists of 48,400 feet or 9.2 miles of arins varying
from six to three quariter inch in diemeter. The services connected
to the system total 546, of which 47 are metered.

The electric properties supply Capitola and the immediste vicinity
with electrlicel energy purchased from the Coast Counties Gas and
Electric Company. The electric distridbution system consists mainly
of 11,000 feet of 2200 vol®t three phase primary circuit. Three
qundzed (300) services, of vhich 250 are metered, are connected with
the system.

It further gppears that The Caplitola Company in connect‘ion with
its otaer utlility business at one time installed & small gas sysiem.
Tials system has sinca‘ been abandoned and the equipment used has been
renoved and is Iix storage in Capitola. Reference will hereafter be
neds to the estinated cost of the gas system.

There has been Ifiled in thls proceeding as applicant's Exhibit
"D™ an appraisal of the properties as of April 30, 192"7 pfepared by
The Loveland Engineers, Inc. In this appralsal, as corrected, at
the hearing had on December lst, the estimated originel cost new of
the physical »droperties ls reported at $162,202.00. This includes
en allowance of $20,741.00 for the nonoéemtiﬁ:'gas properties. The
estimated reproduction cost new less deprecilation calculated on &
six percent sinking fund bdasis is reported at $128,082.00. The
latter figure includes az allowance of $5,631.00 as représenting the
salvege value of the nomoperative gas properties. The estimated '
original cost of the water and electric physical properties 1s report-
e€ by Tae Loveland Engineers at $109,455.00. Thelr report shows a
sinking fund accumilation of 53111;980 «00, which, ‘if deducted from the
estimated original cost, leaves & balance of $97,475.00. ITf %o this
be added the salvage value of the gas properties amounting to £5,631.
one arrives at a total of $103,106.00. As stated, the dbove i‘igu:res
do net irnclude any 1ntgngi§le elements of value. TFor these purposes
iz their estimeate of reproduction cost new, The Loveland Engineers
allow £3,000.00 for orgenization and preliminary expense, $2,000.00

T




Tor Tranchises, £3,500.00 for water rights, I3535.00 for the cost or

acquiring lands and searching lend titles, and $3,500.00 for going

concern value, or & total of $12,555.00.  The same amounts are
allowed lor the respoctive puéposos in estimating the origlmal cost
of the properties, except that for franchises an allowance of $600.00
instead of 32,000.00 is made.

The Commission’s engiheers in Exbhibit No. 3 estimate tThe re-
production cost new of the operative physical properties({exclusive
of materials and supplies) of The Capitola Compeny and of E. &llen
Rispim, at $128,501.00. To this they add $20,329.00 as representing
their estimated cost of the nonoperative gas properties, making &
total of $148,830.00, as compared with The Loveland Engineerst esti-
mate for the same Ltems of vropexty, of 5159,987.00. The reéroduction
cost new less depreclation calculated on o five percent sinking fund
basis i1s estimated by the Commission*s ongineors at $113,427.00 and
on a straight line dasis at $96,096.60. The Commission's engineers
did not submit figures showiﬁs the actual or estimated originel cost
of tke propertios.

Wo have consldered the cvidence submitted and are of the
opinion that the Public Ttilities Californlia Corporation should not
pay more than $110,000.00 for the properties of H. Allen Rispin and
To¢ Cepltola Cémpany as the same oxdsted on April 22, 1927. The
oroperties are Yo be ccquired free and clear of all encumbrances.

Of the purchase price sixty porcent may be paid through the issue of
first mortgage six percent 20=-year bonds and forty percent throughk
the issue of common stock.

Taen applicant, 2udblic Ttilities Californie Coxporation,
has filed a statement showing the cost of additions and detterments
 from April 22, 1927 to the date of the transfer of the properties,

consideration will be given to the issue of the one year noue.




ORDER

H. Allen Rispin and The Cepitole Compeny having asked per~
mission to soll their public utility and other properties, refe:red
%o in this =pplicetiomr, to the Public Utilities Californle Corpora-
tion, and sald Public Utllitlies Californie Corxrporation raving asked
permission to purchase sald properties and to issue $60,000.00 of
common stock and £85,000.00 of honds, and a promissory note, a public
hearing having been hold before Exeminer Faﬁkhausar and the Commlssion
beizg of the opinion fhat the Public Ttilities Calirfornla Corporation
should be permitted to issue $66,000.00 of bvonds and $44,000.00 of
stock and that the money, property or labor to bo procured or paid
fox by such issue ls reasonably regulired by'applicanz, Public UTUili-~
tios Californie Corporation, and that the exponrditures hereinm suthor-
ized are not Iin whole or irn vaxrt reasonably chargeable to operatirg
expenses or %o income, and that this application insofaxr as it in-
volves the issue of £19,000.00 of bonds,7§§6,000.00 of stock, should

be dicmissed without'prejudice, therefore;

IT IS EEREBY ORDERED as follows:-

Le H. Allen Rispin and The Cepltola Company may sell and
trensfer the »roperties referred to in this application and more par-
vicularly described in Exhibit "C™ and "D™ to the FPublic Utilities
Celiforzie Coryoration, and ney, if, as and when sald Public Utilities
Callfornie Corporation acquires said properties, discontinue thelr
dublic utility sexvice. i

2. Public Utllities Califormnia Corporation mey issue in pay-
ment for the properties referred to herein as the same existed on
April 22, 1927, provided said properties are acquired free and clear

of all liens and encumbrances, not exceeding $66,000.00 of first

morteaze six percgnz 20~year wonds and not exéeeding;$4£;000.00 of

cormorn stock, The lssue of said bonds and stock to be the only con-
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sideratior that may be pald for seid propertics.

3. This application insofar as it involves the issue of
319,000.00 of bonds?3§i6,000.00 of common stock be, and the same is
heredy, dismissed without prejudice.

4. The authority hereln granted to lssue the vonds will be-
come offective when applicant, Public Ttilities Callfornia Corpora-
tion, has paid the fee prescrided by Section S7 of the Public Utilities

4Ct, which fee 1s Sixty-six($66.00) Dollars, snd when the Commisston

has authorized sald compeny to execute a nortgage o secure the pay-

menv of sald bonds.

5« Within ten days after the transfer of the properties herein
authorized The Capitole Company shall file with the Commissionla stage-
ment showing the date on which tThe »roperties were transferred and the
date on waich it rellnquished possession of the same.

6. Within thirty days after the transfer of the properties
herein autkorized, the Public Utllities Califcrnle Corporation shall
f4le with the Commission a certified covy of the deed and any other
instruments of conveyance under wiaick it acquires and holds title fo
sald property.

7. FPublic Utilities Californlia Corporation shall keep such re-
coxd of the issue, sale and delivery of the stock and donds herein
cuthorized and of the disposition of the proceeds as will enable 1t to
£4ile on or before the 25th day of each month a verlfled report, as
requirad by the Rallroad Commiscslon’s General Order No. 24, waleh ordex
insofar as eppliceble, is made a2 part of thls order.

DATED at San Francisco, Califormia, this (5~d? day of
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