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ESFORE THE RAILROlJ) COMMISSION OF THE STA...~ OF CALI,FOP.NIA 

, 
In the l".atto:- 0:' the Appl1ce. tion ot ) 

S ... GJx"TA C?UZ COU1rry UTILITIES, ) 
(a corpor~t1on)) for,autho~ity to ) 
sell its electric and wate:- systems ) 
~nd ;;>roperties to Public Utilities ) 
Co.lito::::lie. COl'po'r:lt1on(a corporation.), ) 
an~ for authority tor Public Ut1l1ties ) 
California Corporation to buy said ) 
zyztems and properties and to issue ) 
sb.~r0s of,1ts capital stock ot tho par) A~pllcatlon No. 14024. 
value or ;?140, 000. and its first. mort- ) 
guge gold bon.ds of the face ~ount of ) 
$140,000., and ~ promissory note tor ) 
the ~ount of capital add1tions made ) 
between ~ril 6, 1927 and the date ot ) 
the transfer ot the properties. ) 

Eells and Orrick, by T. w. Dahl~uist. nnd Hillye~ Brown, 
tor Public Utilities California'Corporat1on and 
Santa Cruz county utilities; 

Be::t B. Snyder, tor San Lorenzo Valley- Chamber 01: C:ommerce; ''iDl. J. Loeke, tor 'rhe Brookdale Club, a corporation., 

I5Y TE CO!\~MISSION: 

o :? ! N ION' -
santa Cruz Oounty Utilities D.sks ~ermiss1on to sell 

its public utility busines~ ~~d p~opert1es to the Public Utilities 

California Corporation, and sell its nono~erative real property de-

scribed in the indenture filed. December 9th, t~ R. E. MCGinty. T"ne 

?ubl1c Utili ties Cs.l1fornia Corporation asks permission to purchase said 

public utility :yroperties end iss'U.e in pay:o.ent therefor ~140,OOO.OO ot 

stock a~d ~140,OOO.OO of first mortgage six percent bonds. It also 

asks per:n1ssion to issue a one year six percent :lote eCl,ual in face 

a:~:ount to the cost of addi tio:c.s end betterments 1nstalled' by the Santa 

Cruz County Utilities from April 6, 1927 to the date of the transfer 

or the propertiez, and to execute a mortgage to secure the payment of 
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un ~thor1zad bond issue of $1,000,000.00. 

The Santa Cruz County utilities is the ovmer of and opa~ates 

an electric light and. l'0\,:cr plant in the tovms ot Boulder creek and. 

3rookda~e and ~ wat~r wo~ks syst~ in the towns o~ Boulder creek, Ben 

Lomond, BrDokdalo and. in the vicinities thereot. 

The co::tpelny as of May ~l, 1927 had outstanding $75,000.00 ot 

stock eli vided into *~25 ,000 .00 of preferred end $50,000.00 ot COlDmon, 

and ~37,;;00.00 of serial 'bonds. As ot 'che Sa:rJ.t) date. it reports 

$15,000.00 of notes and $8,743.05 01' accounts payable. substantially 
.", 

allot the stock. is:~owned by .T.C.P.u.gb.es,and his \vire, .Tessie F. Hughes. 

It appears that on April 6, ~S27 the Santa Cruz; County ut111-

ties g~an:t;.ed to V; .B.Foshay CO}ll9-eny a si:i.."ty d.ay opt1o:c. to purchase its 

'business 7 together with all its franchises and physica~ properties, 

both real. and mixed, for the total purchase price of $125,000.00, and 

the assumption 'by W. B. Fosho.y cqm~ or the payment ot !i,~7 ,500.00' 

ot bonds. W .. B. Fo::;h=.y C'l:tll.~ny b.:l~ concluded to acquire the :9roper-

ties 1'0:" the con.sideration mentioned and has assigned its agree'Q.ent 

to the Public Utilities Consolidated Corporation. They havo cause~ 

to be organized under and by virtue 01' the laws of this state the 

?u.blie Utili ties Calitornio. COr:9oration which. hilS an authorized 

stock iSS'"J.e of' $300.,000'.00 eli vide:d into 30.0.0 share:s 01' the par value 

or ~lOO. per share. ~~~ of the stock is commo~ 

The S~~t~ Cruz County Utilities proposes to se~ all of its 

proporties except appro'Xitlately 185 ilcres of' nonopera tive land, to 

Public utilities California corporation. ~~e 185 aores of land will 

be' transferred to R. E. McC-inty in order that the proposed mortsage 

Of the ~'blic Utilities Californ1~ corporation vdll not become a lien 

on such properties. 
7est1mony wo.s ~ubmitted by The Loveland Engineers7 Inc. ~nd 

by the Co~ss1on·s engL~0ero showing their estimates of the cost 

to reproduce neW the operative and nonoporative properties or santa 

Cruz county Utilitios. The Love land Engin.eors also, submitted 
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-:;ezti::.ony sllowi:lg their eotir"..c.tc. ot the historied cost of: 'clle pro-

perties includ.ing prczent value of' land and their e::>ti:mo.te or the 

so~d v~lue of ~uch propcrtie~. They S\lomi tted. the rollo':l'ing es-

ti:1lates, 'lihich are as of ,"~pr!.l 30) 1927;-

coot to- ro'Oroduce the properties new .............. $355,112.00 
cost to reproduce the properties new less 

depreciation calcul~ted on six percent 
sinking ~d basis.. • .. .. .. .. • .. .. .. .. .. .. 312,079.00 

~sti~ated histori~ cost new of the proper-
ties includ.ing present value of land .. .. .. .... 292,376.00 

EotiDated. historical cost new less deprecia-
tion calcu~ted on a six pcrce~t sinking 
~d. be.sis . . .. - .. . . . • • . · ... . . . . 266,352.00 

2.97,.000.00 Esti~ted sound value of ?roport1es .. .. .. .. .. 

The Co~ssion's ensin0erc estima~ed the reproduction cost 

new of the operative and nono~erative physic~l properties exclusive 

For the s~c items or 
proper'~ covered by the Co:::mU.ssion"s o:o.sincers Tho Lo'V'eland Zrlgineers 

~~~~tte~ ~n estL~te of ~304,.305.CO. The reproduction cost new 

less de~rcc1ation calculated on a five porcont sinking rand bas1s 

is reported by the Co::ru.ssion"s ongineers at ~251,68~.00 and on a 

str~ight line basiS at $225~152.00. In th1s connection it sho~d be 

said th~t the Co:rmission"s engineers included in their figures no 

o.l~o"Na!lce for intangible itoms ot' property such as dovelopment expense, 

water rights or so1:1g concern v:llue·.The !.ovGlano. EnGinee.rs includ.ed. 

in, .their estimates 0. total of ~46,818.00 tor such purposes. 

It Was :;i'~ip\llo.tod at the l'lcaring that 'cl'le Commission might 

consider in ovidence the annual roports filed by the Santa Cruz 

county Utilities. .All estimate of the revenues and expenses for 

1028 w~s submitted by :F .. ;roo Key::; r/ho Will be the opere. ting manager 

of the pUblic ti .. t11i·c1os Call1'ornio. Corporation. His testimony, 

however, shows tha.t his est1~.:.s.te is not 'based upon. a caretul survey 
with 

ot '~he territory or on a famil:I.ari tY:':I:' ·c.ne ?roperties,. We do 
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, .' 
not believe tha.t the properties for 1928 will show ~;17, 970.00 , 

'~he amount estimted by F".J .Keys, a.vailable for depreciation., 

interest, Federal income tax, dividends ~d su~plus. His es-

ti~te tor state taxes is obviously too low. 
r.e 

We are here concerned with the transfer and/capital1za-

tion of public utility propert1es whose capitalization and rates 

have boo-n fixed by fo::-m.er ord.ers of the Commission. True, since 

'~he issue or the stock and bonds authorized by the Col1'.m1ssion 

the co=p~ny has ac~~i::-ed udditional p::-opert1es through the issue 

ot short term notes, throuGh accounts payable and through the 

investment of reserves and surplus. But even giving considera-

tioD. to such addi tiona! investments, the cost of the p!"operty 

which we feel should form. the 'basis tor the co.pi to.liza tioD; thereot, 

giving due regard to earnings, is much less than any of the val-

uations submitted. The valuations submitted, consi~ered in con-

nection with the ,earnings ot the properties, are such that in our 
opinion they cannot be used as a baSis for the capitalization 01' 

This ceing the case, there is no need to make 
further comment on them. 

per~ssion to issue ~140)OOO.OO ot stock and ~140,OOO.OO 01' bonds 
tor the properties of Santa Cruz county Utilities as the same 

e~c~ed on ~r!l 6, 1927. and to issuo a one yoar six percent 

note equal in a::l.ount to the cost ot: the a.d.d!' tions e.:ld bctter.nents 
trom said date to the date or the transfer of 'the properties. 

Atter cons1de:-ing the :::-ecord in this proceed.ing we a:-e or the 

opinion that the Santa Cruz Cou..."l.ty Utili t1es should be permitted 

to sell its public utili tj'" proper,ties to the Publlc Utilities 

California Corporat1on, which corporation should be per.mitted 

to acq,uire said properties and issue in payment for '~he proper-

ties, as the same existed on April 6, 1927, tree and clear ot 

all liens and. enc'U.t:lorances, not exceed1ng $90,000.00 0,1' first 

mort~e.ge six pe:-ccnt 20-year bonds and not exceeding $60,000.00 
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of common stock. The said bonds and stoc~ represent the total 

consideration wh1ch the Public ~til1t1es Ca11torn1~ Corporation 

~ pa~ for said propertios. 

Some or the consumers 01' santa Cruz C01l.'"l.ty Utilities were 

repre~ented at the hearings and took exception to certain 01' the 

~luation figures subcitted~ part1c~larl7 the reported present 

value or lands. In our opinion it is not necessary that the 

COmmission, tor th0 purpose of this proceeding, dete~e the 

p::-escnt value of the lands ot Santa Cruz. County 'O'tilit1es~ and. 

theref'ore no specific finding. need. be made as to said value .. 

There was filed with the Commission on November 17th a 

copy of the proposed mortgage 01' Public Uti11ties California 

Corporation .. This mortgage Vi/lS reViewod by the Commission 

and cortain changes suggested. The chansas were made by repre-

sentatives of the company and a. revised copy filed on December 

30th. The revIsed copy is 1n satisfactory form and its exe-

cution, we bel1eve~ should be e.uthorized .. 

i7hen Public Utillties Ce.lifornia Corporation has tiled 

a statement showing the cost of additions and betterments tor the 

properties; :ot Santa. Cruz. County Utilities trom APril 6,. 1927 

to the date of t~e transter ot such properties,. consideration 

will be given to authorizing the issue of the one yea.r note re-

ferre~ to in this application. 

o R D Z R 

Santa Cruz Count~ Util1t1os having asked permission to 

sell its public utility properties to Pu.bl1c Utilities Calitornia 

Corporation and to sell its non public utility real proper~ de-

scribed in this application to E: .. E.~cGintY', o.nel said Public Util-

ities California Corporation having asked permission to purchase 

the public utility properties or santa Cruz county Utilit1es and 

to issue in payment therefor $140,000.00 of' co:rm::::.on stock and 
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$140,000.00 ot bonds and n prom.issory note, a public hearing 

having been held before Examiner Fankhauser and the COmmission 

being ot the o~in10n that the ~blic Utilities California Cor-

poration should be pe=mitted to issue $90,000.00 01' bonds and 

$60,000.00 or ~tock a~d that the money, property or labor to 

be procured or paid tor oy such issue is roasonab17 required by 

said applicant, ?ublic Utilities California Corporation, end 

that the expenditures herein authori~ed are not in whole or in 

part :-easonably chargeable to operating expense or to income, 

and. that this application insofar as it involves th.e issue ot ' 

$50,000.00 or bonds and $80,000.00 ot stock, should be dis-

missed without prejudice; therefore, 

IT IS EEREBY O!ID3RED as folloVTs;-

1. Santa Cruz County utilities may sell and transfer 

the prope~ties deocribed in Exllibit ~C~ and in the indenture 

tiled on D.ecember 9, 1927, to the :?ublic Utilities Ca11tor:c.ia 

Co:'poration and rnrxy- it, as o.nd. when said PilbUc Utilities Cali-

romia Corporation ac~u1res said properties, discontinue its 

public utili~ ~erv1ce. Santa Cruz County utilities may also 

sell the nonoperative real propert7 described in the indenture 

tiled Decomber 9, 1927 to B:. E. MCGinty. 

2. Public Utilities California Corporation may ac~u1re 

said :9ubl1c utility proporties and issue in payment tor said 

public util1ty properties, as the sll!lle eXisted on April 6, 1927,. 
, . 

provided said properties are Qc~uired free and clear ot all liens 

and encumbrances, not exceeding $90,000.00 or first mortgage 

s1x percent 20-year bonds and not exceeding $60,000.00 ot common 

stock,. the issue ot saiQ bonds and stock being the only con-

siderat10n that may be paid tor said properties. 
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3. This application insofar as it involves the issue of 

~50,OOO.OO of bonds and $50,000.00 of common stock be, and the 

sa=e is hereby~ dismissed without prejudice. 

4. Public Utilities California Corporation may execute a 

mortgage substantially in tho $o.::::e torm as the mortge.ge.:'i'iled in 

this proceec.ing on December 30, lS.27, provided that the authority 

herei~ granted to execute said mortgage is tor the purpose or this 
~J I~' ' 

proceeding onlY, ~d ic granted insofar as this Commission has 

jurisdiction un~er the te~ or the pUblic Uti~ities Act, and is 

not intended as an approval of' said :rp.ortgage as to cuch other 

legal reCiuirements to which said. m.ortgage '!:JAy be sub-ject. 

5. The a.uthori ty herein granted to 1 ss1ie bonds will become 

errect1ve when applica.nt, Public ~ilit1es Calitornia Corporation, 

has paid the tee prescribed by Section 57 of the Public Utilities 

Act, which tee is $90.00, and when said appl1cant has executed 

t~e mortsage referred to herein. 

6. "Ii thin. ten days atter the trans!'er of tee properties 

terein authorized, the Santa Cruz Cou~ty Utilities shall rile with 

t:ae Commission a atate:m.ent showing the date on which the proper-

ties \'lere transferred and the date on which it relinquished possess-

ion of: tte ~o.me. 

7. Wi.thl.n sixty days atte:- the transfer of the properties 

herein authorized, ?ublic Utilities California Corporation shall 

file with. the Co=ni ssion a certified copy ot the dee·d and any 

other instr~ents of conveyance under which it ~cquir~s and holds 

ti"cle to said properties, o...'"l.c1. also two certified copies 01' the 

mortsage which i.t is herein authorized to execute. 

8. PUblic Utilities California Corporation shall keep such 

=ecord of the issue~ sale and delive~ of the stock ~d bonds 
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herein authorized. :'lIla. of the dispos1tlon or the procee.ds ~s will 

enable it to tile on or betore the 25th day of o~ch month a ver-

ified report, as re~uired by the Railroad Commissionts aeneral 
Order NO. 24, which ordor insotar as applicable, is made a part. 

of' thic ord.er. 

DATED at San Francisco, California, this .:r:~ day or 

1\ 

.... ,...... F'· • ~ . ,.1'".' '~ 
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