
Decision No. If t t /J • 

BEFO?.E T:!S R.:1-ILROAD CO~SSION OF TEE STATE OF CALIFO~"l.A. 

In the ~~tter or the Application o~ ) 
GEORGE A. B:R.L\Y and. H. G. TEtlT.E, ) 
co-p~rtners, doing business as the ) 
Mesmer City Water company,. end of' ) 
the Mesmer Cit:; Water company, Inc., ) 
a corporation~ for permission to ) Application Nc. 14476 
sel~ and e.cquir~ public utility pro- ) 
perty, issue $tock~ and to execute a ) 
mortgage on public utility property. ) 

LoriS V • Cady, tor 

BY TE:£ CO!m:rSSION: 

o p I N ION 

In tb,i3 application, Mes:aer City Water Compo.ny, a co-

partnership, composed ot ~orge A. Er~y and R. G. Teale, ask per-

::.ission to oell. its public utility vm.ter properties to the Memn&r 

City Water Company, So corporation, and the corporation asks per-

~ssion to buy such properties, to asstt=e indobtedness and to issue 

such an ~ount ot stock in payment tor the properties as the Com-

mission tinds reasonaQ1e. 
By Decizion No.; 1560S,d.o.ted November 7, 1925, in Appli-

cation NO. 11536, CVol~e 27, Opinions and Orders ot the Railroad 

Commi ssion or California, page 165,) the CommissiOn. declared that 

public convenience and necessity re~uire and will rc~u1re that George 

A. Bray and R. G. Teale, co-partners, operate a ~ub11c utility tor 

the pu=pose ot supplying water tor domotic and 1r!"ige.tion uce to 

consumers within the district covered by LOS Allgele:s C·ounty Ordinance 

No. 1298, new caries, 0. copy of which ordinance was filed in that 

p!"ocee.d1ng. 
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under the authority granted they have proceeded With the 

1nztallation ot a water system and, according to the testimony, have 

expended up to December 3l, 1927, $32,417.60 tor that purpose. 

~e expen~itures so incurred are segregated by applicant= as tollows:-

I,and • • . . . . . . . . . . . . . . . . • $5,100.00' 
DrUl.1:c.g wells • • • .. • .. • .. • .. .. .. .. .. .2., '755.90 
Pumps (twO).. .. • .. .. .. • .. • • .. • .. .. • .. 2,490.57 
Cementing wells. • .. • .. .. • .. .. .. .. .. • • .... 150.00 
Two redwood ta:c.ks.. .. • .. .. .. .. • • .. • .. • •• 3, ~5 .00 
Paint 1ng tanks • • .. .. • .. .. .. .. .. .. .. .. .. .... S68 .55 
Engineering and supervision.. .. .. .. .. • .. • .... 4,900.00 
Ltm.ber . • • • • . • III • • • • • • • • • • • • M.l7 ' 
Water mains and lines. • .. .. • .. .. .. .. .. .. .. .. l2,725.33 
Meters and meter boxes .. • .. .. .. • .. .. .. .. ... 428.30 

Total ................... ~Z,417.80 

~e accrued depreciation 1s reported at ;2,350.40. In 

addi tion to the above expenditures appllce.:c.ts report en expenditure 

ot $1,045.60 tor tranch1ses and $1,935.94 tor organization purposes. 

It 1s also alleged th~t the business has a good will value of *l5,OOO. 

M:. R. G. Teale test1t1ed that such amount in reality represented 

~ounts which the co-partnership has had to a'vance and which will 

havo to be advanced to cover operating losses. In our opinion, we 

have no authority under the provisions ot the ~b11c Utilities Act to 
. 

authoriZe the issue ot stock against operating losses. 
'rhe Mesmer City Water co~any, Inc., was organized on or 

about 'May 27, 1926, with an author1zed cap1tal stock ot $200,000.00 
. . 

d1Vided into 2000 shares ot the par value ot $100. e~ch. The corpor-

~tion intends to ac~uire the public utility pro,erties ot the co-

partnersh1p mentioned .. 'l!he real property consists ot Lot 88 1Jl 

=ract 6051, and LOt 172 in Tract 8539. !he personal property co:c.-

sists ot all water lines ~d mains, p~ping equipment, pumps, well;, 

tanks, meters, meter boxes, accounts, accounts collectible and all 

other personal property ot the Mesmer City Water Company, a eo-partner-

ship, composed ot George A. Bray ~d H. G. Teale. 
The Mesmer City Water company, Inc. in its application, 

as ~ended at the hearing, asks permiSSion to execute a mortgage 
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to zecu:e the payment or the sun of $7,930.0C to refund an indebted-

ness or a like wnount secured. by two mo::teae;es executed by the co-

part.nersh1:p. The eXE1'cution of the mor"tgaeez. oy- the co-partnership 

was not authorized by the Co~z.dssion~ and we therefore conclude that 

such mortgages are VOid. The testi::nony shows. that the money obtained' 

thro~ the execution o~ the mortsases. was used to ~aj ~art ot the cost 

of installing the water system.. The mortgage which the corporation 

asks pe~ssion to execute is to secure the payment of a three jear 

ceven pe:-cent note· in the amount or $7.930'.00. A copy or such mort-

gag~ 13 riled in this proceeding as Exhioit ~-~ and is 1n sat1s~ac

tory ro~, except th~t the interest rate should be changed rrom eight 

to seven percent. 

Appl1cant. Mesmer C:I.tY' ";"Jater C:ompany~ Inc •• asked permission 

to issue stock aeainst the reasonable value of the properties without 

any deduction 'being made there!"rotl. tor the indebtedne.ss or $'7,930.00.. 

WO 'believe that ~uch indobtedness ~hould be cons1dored as ~art o~ the 

capitalization of the corporation. Upon tho payment of the debt, 

consideration Will, upon re~u0st of appl1can~, Mesmer City Water Com-

p~ny, Inc., ~e given to tho issue ot additional stock becauze or such 

payment. 

We have conzidered the testim.ony' suomi tted in this proceeding 

ane. believe that the MeSller City 7iater Company, Inc .. , should. "be per-

mitted to issue a note tor $7,930.00 p~7~ble on or be~ore three years 

afte:- date, with interest at tr.o rate ot seven ~er~ent per annum, and 

to secure the payment or such note by the execution of a mortGage ~d 

to i~cue not oxc~eding $25,000.00 par value of its common capital ztock, 

in :9c.yment tor the properties. ~Jhich the !t.esx:1er City 7/ater Company, a 

co-partnersllip,. intends to transfer "to the corporation. 

O:RDZP. 

Mesmer City Water Company, a co-partnership, composed or 

George A .. Bray and. R. G. Teale, having asked perm1s~1on to· transter 
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public utility water properties to the Y.esmer City Water Compan7,· 

Inc. 1 and said corporation haVing asked pOrmission to· purchase said 

properties an~ issue stock and notes and execute a mortgage, a ~ublic 

hearing having been held berore ~m1ner Fankhauser and the Railroa~ 

Commissio~ being or the opiDion that the money, propert7 or labor to 

be procured or paid tor by the issue ot the $25,000.00 or stock and 

$7,930.00 or notes herein authorized, i~ reasonably required by appli-

cant ~ Mesmer City Water company, Inc. ,o.nd. tbAt the expendi ture:s herein 

authorized are not in whole or in part reasonably chargeable to oper-

ating expenses or to income, and that this appllcation chould be 

granted, as herein pr07ided, therefore, 

IT IS r3P~BY ORDERED as follows;-

1. Mesmer City Water Company, a co-partnership, co~po3ed 

or George A. Bray and S. C. Teale, be~ and it is hereby, au~horized to 

sell the proporties descr1bed in EXhibit J-l and Exhibit 1-2 to the 

Me smer City WOo ter Com:pany, Inc .. , and sOoid Me smar City We. ter Com~e.ny', 

Inc., iz hereby authorized to acquire said properties and operate the 

same. 

2. Mesmer City Water Company, Inc-, is here~ autho~1zed 

to issue a note for the principal 3~ of $7,930.00 payable on or betore 

three years atter date, w1th interest at the !"ate 0'£ seven percent and. 

not exceading $25,000.00 of its common capital stock 1n payment for the . 
p:-operties vf.nich it i$ hereby authorized:. to purchase. 

3. Y.esmer City Water Compo.:c;r, Inc., is hereby authorized . 
to execute e. mortgage sucztant1e.Uy in the same torm. as the mortgage 

tiled. in this procee-ding 0.$ EXhibit J-3, provided that such mortgage 

be :::n.od;itied. so e.s to obllgate the Y.esmer CitY' Water Co:tll:pany to pay 

interest at the rate or seven, instead. of eight, percent., on said 

note; end provided. further that the authority herein granted to ~xe

cute: said mortgage is tor the purpose or this proceeding only and is 

granted only insofar as this Commission has jurisdiction under the 
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ter-ms of the Pttblic Utilities Aet~ end 1~ not intended as an app~oval 

of said mortgage as to such other legal requirements to which said 

mortgage may be su~ject. 
4. The authority herein granted will beco~ effective when 

¥.esmer City Water Company" Inc., has paid the minimum 1'eG prescribod 

by Section S7 or the ?U'b~ic Utilities Act, which tee is $25.0~. 

5. Mesmer City Wo.ter Company, Inc., shall. keep such reco!"d 

0: the issue, sale and del1ver,y of the notes and stock herein auth-

orized and of the disposit1on of the proceeds as will enable it to 

tile on or be~ore the 25th day o~ each month a ver1f1ed report, as 

req,uired by the Railroad Co:m:nission' $ Genera.l Order No. 24~ vlc.ich 

order insofar as appl1.co.'ble, is made 3. p,art ot this order. 

6. The authority herein granted to transfer properties and 

issue stock and. notes wi II expire on August 1, 1928 ~ 

7. MC:,SIC.el" City Water company shall t11e lIi th the P.ailroad 

Co~s$ion within thir~y days atter acquir~ the p~opert1es here1n 

~utho~ized, a statement showing the date on wh1ch it ac~u1red such 

p:"'operties 8.:l.d the date on which it took possession ot same. 
D!.TED Sot San Francisco, California, this ,1; d ~ day ot 

April, 1928. 


