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BEFORE TEE RAILROAD COMMISSION OF THE STATE OF CALIFOXWNIA

Iz the Matter of the Appliceation of g
GEORGE A. BRAY and H. G. TEALE,
co=partners, doing business as the )
Yesmer City Water Company, and of )
the Mesmer City Water Company, Inc., )
a corporation, for permission ¢ )
sell and acquire public utility »ro- )
nerty, issue stock, and to execcute & )
mortgage on public utility property. )

Application No. 14476

Loris V. Cady, dLor applicant. m
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OPINION

In this application, Mesmer City Water Company, & ¢O-
portacrship, composed of George A. Bray and H. G. Teale, ask por=
=mission To sell its public utility water properties o the‘Mbsmer
City Vater Company, & corporation, and the corporation asks per-
mission to buy such properties, to assume indobtedness and to Lssue
such az amount of stock in payment for the proporties as the Com-
mission finds reaczonahle.

By Decizion No. lssoé,dated November 7, 1925, in Appli~
cotion No. 11536, (Volume 27, Opinions and Orders of the Rallroad
Cormdi esion of California, vage 166,) the Commission declered that
public convenience and necessity reénire and will reguire that George
A. Bray and E. G. Teale, co-pariners, operale & sublic utility for
the purpose of supplying water for domestic and irrigation uce to
consumers within the district covered by Los Angeles County Ordinance
Yo. 1298, noew ceries, & copy of which ordinance was filed in that

proceeding.




Tnder the authority granted they have proceeded with the
installation of a water systexm end, according to0 the testimony, have
expended up to December 3L, 1927, $32,417.80 for that purpose.

The expenditureé 50 incurred ségregated by applicantes as roliows:-

Land . $5,100.00
Drilling wells . . .. .2,755.90
Pumps (tw0). . . . . . 2,490.57
Cementing wells. . . . 150.00
Two redwood tanks. . . 5,255.00
Teinting tanks . . . a 568.5%
Exgineering and supervision 4,900.00
Iambe?.’ - - [ 2 - - - - - - - “-17
Water mains end lines. . . 12,725.33
Meters and meter boxes . . 428.30
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............... oo $52,417.80
The accrued depreciation ic reported at $2,350.40. @ In
addition to the above expenditures appliceantis repoxt'an expenditure

of §1,045.60 for franchises and $1,935.94 for organization purposes.
It is also alleged that the business has & good will velue of $15,000.
Y=~. . G. Teale testified that such amount in reality represented
amownts which the co-partnership has had to advence and which will
nave to be advanced %o cover operating losses. In our opinion, we
have 100 authority under the provisions of the Public Utilitles ict %o
authorize the 1ssue of stock against oporating losses.

The Mesmer City Water Couwpany, Inc., was orgeanized on or
about May 27, 1926, with en authorized capital stock of $200,000.00
divided into 2000 shares of the par value of $100. eack.  The corpor-
etion intends to acquire the public utility pfoperties of the ¢o=-
partoership mentioned. The real property consists of Lot 88 in
Teact 6051, and Lot 172 in Tract 8539. The personal pfoperty con~-
sists of all weter lines end meins, puuwping equipment, pumps, wells,
tapks, meters, meter boxes, accounis, accounts collectible and all
other personal property of tae Mesmer City Water COmpaﬁy, & coO-partner-
ship, composed of George A. Bray azé H. G. Teale.

The NMesmer City Water Company, Inc. im its application,

as amended at the hearing, asks permission %o execute & mortgage
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0 secure the payment of the sum of £7,9%20.00 to refund an‘iﬁdébted-
ness of a like amount secured by two‘mortgages oxecuted by the co-
partnership. The execution of the mortgages by The co-pértnership
was not authorized by the Commission, and wo theorefore conclude that
such mortgages are void. The teostimony shows that the money obtalned
tarough the execution of the mortgages was uszed t0 pay pert of the cost
of installing the water system. The mortgage walch the corporation
asks permission to oxecute is o secure the payument of & three yoar
ceven pexrcent note in the quount of $7,930.00. A copy of suck mort-
gage iz filed in this proceeding as Exhibit J-2 and is in satisfac-v
tory form, oxcept that the interest rate should be changed from elght
T0 seven porcent.

Applicant, Mesmer Clty VWater Company, Inc., asiked permission
%0 issue stock against the reasonable value of the préyertieé without
any deduction belng mAde therefron for the indebtedness of $7,930.00.
Tie belleve that such indobdtedness should be considered a:z pdrt ol the
capitalization of the corporatiomn. TUpon the payment of the debt,
consideration will, upom request of applicant, Mesmer City Vater Com-
pany, Inc., ve given to the icssue of additilomal stock because of such
»aymont.

We have considered the testimony submitted in this proceeding
ané believe that the Moeszmer Civty Vater Company, Inc., cshould be per-
mitted to iscue a note for £7,930.00 payuble om or before three years
after date, with Interest at the rate of seven porcent per annum, and
to secure the payment of such note by the execution of a mortpgage and
0 issue not oxceeding $25,000.00 par value of its common capital stock,
in peyment for the propérties:which the Mesmer City VWater Compony, a

co=parinership, intends to transfer to the corporation.
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Mesmex CLty Water Company, & co-parvnersiip, composed of
George L. Zray ané H. G. Tcale, having asked permiscion to transfer
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puolic utility water properties Yo the Mesmer CLity Water Company, .
Inc., and sald corporation having asked pormissior te purchase said
properties and issue stock and notes and execute a morigege, a2 rublic
hearing having been held before Examiner Fankheuser and the Railroad
Commission veing of the opinion that the money, proporty or labor to
be procured or paid for by the fssue of the £25,000.00 of stock and
57,930.00 of notes‘herein authorized, ic reasorably required by aﬁpli-
cant, Mesmer City Wator Company, Inc.,oand that the expenditures'herein
authorized are not in whole or in part reasonably chargeable to oper-
ating expenses or %o income, and that this application should be

granted, as nereoin provided, therefore,

IT IS ESREEY ORDERED as follows;=

l. Ilecumer City Tater Company, & co-paritnership, composed
of George A. Bray and Z. G. Teale, be, and it 1z hereby, authorized to
sell the proporties decseribved in Exhidit I;l and Exhibit J=-2 to the
Mocmer Clty Taver Compeny, Inc., and said Mesmer City Water Compeny,
Inc., is heredy authorized t¢o acquire said properties and operate the
sams .

2. Uesmer City Weter Compeny, Inc., is hercby euthorized

0 issue & note for the principel sum of $7,920.00 payzbdle on or before

vhree years after date, with intorestv at the rate of seven percent and

not exceading £25,000.00 of its common$capital stock in payment for the
nroperties which it is heredy authorized: to purchese.

3. Dlesmer City Water Company, Inc., is heredy authorized
to execute o mortgage substanticlly in the same form as the mortzege
£iled in this proceeding as Exhibit J=3, provided that such mortgage
be modified sb s to obligate the Mesmer City Water Company to pay
interest 2t the rate of seven, instead of oight, percent., om said
note; end provided further that the authbrity horein granted to exe~
cute saild mortgage L1c for the purpoze of this pféceeding only and is
granted only insofar as thls Commdssion has jurisdiction undexr the
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terms of the Public Utilities Act, anéd iz not intended as an approval
of sald mortpage as to such othoer legal‘requirements.to which sald
morteaze may be sudbject.

4. The authority herein granted will become effective when
Vesmer City Water Cowpany, Inc., has pald the minimum fee'prescribed
by Section S7 of the Public Utilities Act, whlch fee Ls $25.00.

5. Mesmer City Water Company, Inc., shall keep such recoxd
of the lssue, sale and delivery of the notes and svock herein auth-
orized and of the dlsposition of the proceceds as will eneble 1t 1o
£ile on or before the 25th day of each month s verified report, as
required by the Railroad Commission's Gemeral Oxrder No. 24, which
order insofar as applicadle, is made a part of thisz order.

6. The authority herein granted to transfer properties and

ssue stock and notes will expire on August 1, 1928.

7. Nesmer City Water Company shall file with the Railroad
:Commission within thirsy days after acquiring the properties herein
asuthorized, a statement showing the date on which it acquired such
properties and the dete on which it took possession of same.

DATED a2t San .are.nci.,co, California, this _ 0 3% day of
April, 1928.
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