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Decision No. 20947 .

BPEFORE THE RAILROAD COMMISSION OF TEE STATE OF CALIFORNIA

Tn the llatter of the Application of

04K DARK WATER COMPANY,
a corporation, for autkority to issue Applicetion No. L5229
stock.

In the Mstter of the Application of )

< QALK PARK WATER COMPANY, )
a corporation, and PETER ZINGG, for )
en order euthorizing the said Oak )
Park Toter Compeany to buy, cnd Peter )
Zingg to sell, public utility propertiy)

Lpplication No. L5230

Peter Zingg, in pPropria persona.

0'Melveny, Tuller and -Myers and Wm.7.Clary,
for Qek Park Water Company. .

2Y TEE COMMISSION:

OPINION

In Application No. 15230 Pet.er Zingg.asks pernission to
sell his pﬁ'blic utility water propexrties being opsrated wnder the
neme of the Elmhurst Water Supply Company %o the Qek Park Weler Con-
peny. Io Application No. 15229 Oak Park Tater Company asks per-
mission to issue and sell et par 526 ,500.00 of common stock amé use
the proceeds to pay for the water properties of Peter Zingg.

mhe territory which Peter Zingg serves is situated in

the City ol Sacramento. It 1s more particularly describded as




“
'

follows;-

Starting from R Street and 37¢h Street to Stockton
Boulevard, thence east along V Street to 50th Street,
thence south to Second Lvenue, thence east to S7th

+rcet, thence north to R Street, thence west to S3rd
Street, thence north to M Street, thence west to 47th

Street, themce south to R Street, thence west to be~
ginmning at R and 37th Street.

Eic receipts fron the sale of water for the year ending
Sept. 30, 1927 are reported at $5,046.75 and for the ysar ending
Sept. 30, 1928 at §5,483.70.  The territory which Be serves 1s
adjacent %o the tefritory now being se:ved by the Oak Paxk Water
Company. It is the imtention of the purchaser %o inter-connect
the “wo systems and to improve the distriduting system of the
Tlmhurst Water Company so that better service may be given to the
consuners of that éyatem,

'A. Kempkey, consulting engineer and witness for applicents,
testified that in his opinien it would cost £44,200.00 to repro-
duce new the physical pfoperties oI the Elmhhrst.Water Supp;y com~
pery end that such properties, if reproduced new, would tave &
residual velue as of December 3L, 1928 of $59,500.00. These L£i-
gurec include cn allowencee of twenly perceﬁt for a&ministéation,
engineering, legal, interest during comstruction exa miscellaneous
expenses. The present value of the properties ke reporits at
£35,500.00 made up ac follows;-

Physical structures, residual velue . . . . .329,500.00
L&nds - L - - - - - - - - L} - - - - - - » v l ’800 .oo

Creanizelion « ¢ ¢ o o o = o o o o o o o o 1,000.00
FranchlsesS o 2« ¢« ¢ ¢ o o o o o o o o o o 400.00
Tater TABRES « ¢ ¢ 4 - - 4 e s e e e e .o 100.00
Going concern value . . - 4 o . o o . . . 2,500.00

POEL e e onvscnnnseans £35.300.00

At the hearing Mr. L. E. Torrey, assistant valuation engineer
for the Commission, testified that in his opinion the reproduction
cost new of the properties of the Elmburst Water Supply Company was

©39,661.12 and the reproductioﬁ cost new less depreciation 124,233.
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Ee cstimated the original cost of the properties at 427,53L.92 axnd fhe
original cost less deprecistion at 517,547.00. His figures include
no allowance for going concern value or water rights. For the itens
for which Mr. Kempkey hes ellowed twenty percent.,\tr., Torrey allowed
thirteen and one hall percent. During the hearing dpplicants were
given an opportunity to submit, after the adjoﬁrnment of the hearing,
any criticism they may have of lir. Torrey's valuation. Such &
criticism was recoived, and efter comsidering the seme end the evi-
dence submitted, we bellieve that Mr. Torrey's valuallon figures
should be revised, and as revised, show the‘rollowigg;- |
Tstimeted origimel cost « « . « & . . . .529,055.18
Estimated originel cost less deprecia- ,
, TIOD o o o o o o o « 18,884.00
Reproduction COSt ROW . « « - « « o o 41,527.89
Reproduction cost new less deprecietion  25,861.00
"he transfer of the properties of Peter Zingg to the Qak Park
Water Compeny end the record submitted in support thereof, prescnt
substantiaily the same general issues which the Commission considered
in spplication No. 13514. (Decision No. 19467 dated Maxek 12, 1928,
Vol. 31, Opinions and Orders of the Railroad Commission of Celifornia,
vage 327.) Under the principles announced in that decizion, the
amoun?® or“stock which the Oak Park Weter Compeny may issue in payment
for the propexties of Peter Zingg Will be limited to §18,900.00.

In the past where purchasers of public utility'propertiqs have

agreced %o pey more for such properties than we bhave found to be reas-

onable or PTOPET TO allow in the form of securities, we have recuired
the purchasing companies 0 charge such excess cost to surplus or
smortize 1t by charges to surplus. We believe that the same policy
should be pursued in this case. If the Oak Park Water Company p2yYs
for the water properties of Peter Zingg more than ¢18,900.oo, suckh
paynent to be made in cash odtalned from the s2le of o like emount

of stock, the difference between the amount actually pald and seid
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$18,900.00 should be charged o the company's surplus. The order

herein will contain & provision to that efect.
ORDER

Peter Zingg, operating & public utility watgr property under
the name of Elmburst Water Supply Company, baving s.;i'ced pexmission to
sell his public utility water properties to the Qak Park Water Compexy,
ené the Oeck Park Water Compeny kaving ssked permission te purchﬁse the
seme and to issue £26,500.00 of stock, a pudblic hearing having been
neld before Examiner Femkhsuser and the Commission being of the opin~
ion that the Oalc Park Woter Company should be permitted to issuc_ not
excesding £18,900.00 of stock and that the issue of such stock Is
ressonadly required and that the expenditures herein suthorized are
not iz whole or in pert reasonedly chargeadle to operating expense

or to income, therefore,

IT IS EERESY ORDERED as follows;-

1. Deter Zingg, Going business wnder the Tirm neme and style
of Elmhurst Weter Supply Compeny, may sell, on or before Jure 30,1929,
the weter properties described in Applicg’cion No. 15230, to the Osik |
Park Weter Company.

2. OalclPark Water Compeny may issue at mot less thax par,on
or before June 30, 1929, ror the purpose of odbtaining cash To pay for
+he aforeseid properties, 518,900.00 par value of its common capital
stock. |

3. Applicetion No. 15229 insofar as it ;.nvolves the iszsue
of £7,600.00 of stock, is heredby denied without prejudice.

4. I Oalk Perk Water Compeny acquires the aforesald pro-
perties, it may cheXge o its Tixed capltal accouwnts mot exceeding
£29,085.18. If the company pays Lor the properties more than the
218,900.00, the difference between the amount so paid end seid

518,900.00 must de charged to the company's surplus account.

-




5.  Within thirty fays after acquiring the aforeseid
properties, Oak Park Water Company shall file with the Railroad Com-
nmission & certified copy of the deed or instrument under which 4t
acquires and holds title to said propertlies, and also skall notifly
the Commission of the exact date on whick it took pos#ossion of the
properties.

6. Qak Park Water Company sbell keep such record of the
izsue, cale and delivery of the stock herein authorized and of the
dispocition of the proceeds as will eneble it to file on or before
the 25tk day of each month a verified report, as required by the
FRailroad Commission's Generel Order No. 24, which order lmsofar as
applicable, is made“a paxrt of this order.

7. The autkbority herein granted will become elfective

ten deys after the date hereol.

\
DATED et Sen Francisco, California, this 424”é¢§;y of

%M%e .
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Commissioners.




