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:)eciz:!.on !~o. ~}:i; (;t~: 'j 

BEFCP.E 'TI~ RAIIRO.AD CO;CrrSSION' OF ~-~ S~~~E OF CAU:20P-XIA. 

!:c. the :r.e.ttcr or the 1..pplicat1on or ) 
.fu.'\lER U. ~~ZRS OH ) 

to sell the r.ater system knorrol as ) 
G::'Qi te Rock ~7ater Co:!,c:c.y, to ) 
Public Utilities C~itornia Cor1'- ) 
o::,at1o~, ~d or Public Utilities ) 
Calirorni~ Co~oration to ac~uire ) 
~d ,operate sa1d system and to ) 
issue twenty-ei~ht thousand tour ) 
hUI:.dred (28,400) dollars :par vo.lue ) 
of its capital stock in connection ) 
with the acq,uisition thcreot. ) 

~ the Matter ot the Application or ) 
B:OR.~ :O"EI.SON' ) 

to sell the water cystem lClOwn as ) 
H.tJ..F !,rOON :sa ";-:;':;:;;"'1{ em:::!? ~-r } 

to Public Utilities California ) 
Corporation, a co::'poration, ~d o~ ). 
Public Utilities Cclifo:nia Corpo::'- ) 
ation to aoquire and operate sa1d J 
oyster::. and to issue ti:tty-eigb:t ) 
thousand five hundred (58,500) ) 
dollars "Oar vaJ.ue 0: i ts cc:~i tal ) 
stock 1n·conneetion \with the ec~ui- ) 
31t10n t:!:l.ereot. 

In the 1:attcr or the Applicat10n 0:" ) 
A. R. WAGNER ) 

to sell the water system kno~ as ) 
the ~ontara ~ater Co~pany, to Public) 
Utilities Cal1to.r~1a Corpo::'ation, ~ ) 
corporation, and or Public ) 
Utilit1es California Corporet1on to ) 
ac~uire and operate said system, and} 
to issue twenty thousand two hundred) 
(20,200)' dollers p~ value o~ its ) 
c~~ital,stock in connect10n ~1th tbe) 
acquisition thcreot. ) 

App11Ce. t10n No. 15454 

" Application No. 15465 

l~:p1'lice.tion No. 15466 

Or::'1ck, Palner & Dahl~uist, by T. ~. ~ahlqu1st, 
tor Public Ut1lit1es C~itornia Corporction. 

C. B. Smith, ~or Aner U. Hende=so~. 

Horace !~elson, in propria persona. 

C. R. ~agne::" in propria persona. 
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BY T":!E CO~~!ISSION: 

OPINION 

In these three proceedings the Railroa~ Commission is 

asked to authorize the t=~s:er to Public Utilities Califo=nia 

Corporation of three small wate~ syst~ located in San Mateo County 

~d known as the Granite ~ock ~~ter Con~, the Ealt Uoo~ Bay ~ater 

Company and the Montara ueter Com?~, and the issue by Public 

Utilities California Corpor~tion in p~ent therefor ot its eo~on 

ca~ital stock i~ the aggregate ~ount or $107,100.00. 

The applicc.t1o::.s show .A:ler ~. :::enderson, doinG business 

under the firx:l ::':l:le e::td style 0: Granite Rock i7ater CO!:l.:pc.ny, is 

engaged in supplying water to appro~atcly 130 consumers in and 

about the unincorporated to~s ot Moss Beach and Gr~ada) that he 

has agreed to sell his public ut1~ity water properties to ~. 3. Fosh~ 

Comp~ for ~lO,OOO.OO cash; that 50raoe ~elson, doing business 

under the firm name and style of Eelf Moon 3~y ITater Co~,any, is 

engaged in supplying ~ater to approxioately 220 consumers in ~d 

~bout the unincorporated town 0: E~t Moo~ Bey, that he has ae=eed 

to sell his public utility ~ater properties to ~. 3. Fosha7 Company 

tor Q;Z6, 000.00; the. t ::... 3. ~:;cgner) doing 'bu.siness under the t'irm 

name end style of Uo~tara Water Co~~cny, is engaged in supplying 

water to approximately 80 cons~crs in end. about the Wlinco:t"J?orated 

tOw:lS of ~onte.ra end. :?o..-rallone C1 ty end the.t he has asreed. to sell 

his public utility ~ater properties to ~. B. Foshay Co:pany for 

$10,000.00. 

~. 3. Foshcy Co~p~ has ~ssi~ed its rights under the 

agreeme~ts to sell and purchase to Public Utilities California 
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COl"pora'tion. The latte~ cOl"porutlon upon ac~uil"ing the three 

properties, iihich are located. 1n adjacen.t o.reas, proposes to consoli-

date them under o~e m~age~ent, alleging that as a result or t~e 

transfer end consolidation it can. operate the properties more 

efrect1vely, more readily ~u=nish the neees~ury c~pital tor a~d1tions 

and bette~ents and better sel"ve the pub11c. For the ensuing 

t\'1el ve months 1 t est1mc.tes gross revenues !roc. the combined syste:::.s 

at $11,100.00, operatin.g expen.ses at $6,145.50 and :le,t income at 

$4,953.50. ~e op~r~ting revenue tor 1928 is reported oy the 

three u~i11t1es at $9,812.13. 

The purchasing co~,~ pl"oposes to issue $28,400.00 ot 

co~on stock in ~c~ui=ing'the Gr~~ite Rock ~ater Co~,a=1, $58,500.00 

o! cor::::non stock in e.c'luir1nG the :S:alt ~~oon. Bay 7."ater Co:o.pany e.::J.d. 

~:~20 ,200.00 in a.coJl1::-1ns the liontc:a ',iater Cor:pcny, 0. total proposed 

stock issue ot $107,100.00. In. support ot 1ts re~uest to issue 

stock, 1': he-s !'iled in these proceedings appraisals or the properties, 

as ot JulY 31, 1928, p~e~ared by ~he Loveland E~gineers, Inc. in ~h1ch 

the tota.l reproduction costs ~e est1m~ted at ~153,973.00, the re-

production cost~ less accrued depreciation at $113,213.00, the 

original costs ct $113,249.00 ~~d the original costs less sin.~ing 

tund. a:c~u1ations at ~89,131.00. 

1..:ppre.isals ot the pro:perties ':7ere =.e.de z.lso by Y::. ";i. U. 

McA:ey ot th~i: COm::Ussion" s EnG;in.eeri:'.g Depe.rtmen t, and. rep or'ts were 

int!"oduce:d, by him 1nto the record showing the esti:::l9. ted h1s'torico.1 

costs z.nd. est1::nated histo:::-ical costs less ?-e?rcciation, as 0"1: ,july 

31, 1928. 

The Co~ission heretofore has taken the po~1tio::l that 

in proceedings ot such a nature cs t~ese ~ow be:ore it1 the esti~ated 

reproduction coat o~ p~oper~y iz no~ the ?=ope= baz1s to be usee in 
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determining what a~ount o~ securities should ~e ~uthorized to be 

issued ~ainst ~uch property. It has ~dopted the policy 0: us1ne 

~s a b~sis for its order authorizing the issue of secu~1ties, the 

or1einol or historical eosts loo~ deprec1~t10n. ~ccordingly, -::e 

~i11 at this t1~e give consider~tion to these ~1gures. 

SUcmerized, the ap~raisals of The loveland Engineers, 

Inc. ruld Mr. :!cKay sllo':'!ing the o::-1gino.l or histor:!.co.l costs, are as 

1'o110Tos:-

: 'f"~ LO~~·~-:E]'C.Dl':E:~S : Of '1' Mcray--: ..... .l'-_ · Original : tess · Eistori- · tess · · · · · · Cost . Depre- · co.l · Depre-, * · . · · · · cie.tlo!"." · ~o§t · .Ql ~t1Q;c. · · · · · :rl'~~ible CaJ,1 tal: · · : GrD.:l1te ~~oclc -;:::..ter Co. r". 19,588. (:15,199. ~18,S60. ' ... ·'4 229 • .~ ~-, .. 
:Ho.J.t l:OOIl Bey "':7s.ter Co. 50,488. ,41,727. .50 ,500. 36,652.: 
:1:ontc.ra ~io.ter Co. 17 z923. 12 z955. 1L973 .. 12 l 559.: · Tot:lJ. $ ~~29~9. ~69~88j:. ~~e7 ,~35'. ~~63z540. : · · ............. · · · · : In tOll'3i ole Ca:oi tc.1: · · : Gra:c.ite Rock ;~e.tcr Co. 4,150. 4,150. 650. S50. : 
:E:o.l1' Moon Bay ':7:lter Co. 10,500. 10,500. 500. 500.: 
:t:ontarc. 71'o.ter Co. 4~600. 4J oOO. 600. 500.: · ToteJ. $ I~·z2~~ . .... '9-250 ~?Iz 700 • ~;I z ?t)(). : · · .............. ~~;..z • · · : 
:All PrO"::lert:!.es: · · : Gra.nlte :{oc1<: ',~ate:::- Co. 23,738. 19,349. 19,510. 14,879. : 
:Eolt Moo::l Bay '.7eter Co. 65,988. 52,227. 51,000. 37,152.: 
:::lo::ltara :1ater Co. 22 z523. 17..z.?55. 18;!57Z. 13 z259.: 
~ Total $nS,22.1'9. ~~S9 ,131. ~~~,~~. ~~65 ,290.: · · ............ 

4g4 · · · · 
7'.ae re,cord here1I:. indicates that the differences in the 

appraisals 01' the tangible capital are due, in t~e ccse of the Gr~ite 

Rock "i7o.ter Co:::.p~ and the Monto.ra ·:Jo..ter CO:CPaD.7, to overhead ~low-

a:J.ces, and in the case 01' the :a:c.J.~ Moon Bey :rater Co~ e:rry to over-

head nllo~ances ~nd to eoce extent, ~it costs, the inv~ntor1es being 

the scun.e in ell cases. The largest dif~erences occur i::::. the items 

comprising the int~g1ble ce~itc.l. :r.~. :J.cY:.o:y' has assigned notl1ncJ. 

aQounts for o=e~1zation expense and cost of ac~uir1ne lands, the 

total tor the tllreo z:rste!:ls, a::: shown in the f"orego1ng tc..bulat1on, 

aggregating $1,750.00. 
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The allowances made by The Lovel~d Engineers, Inc. for 

intangible items agsregate 019,250.00 and include the rollowing:-

Ore~ization and prel1m1ne-~ expense • 
Co~t or ne~u1sit1on o~ ~nnds •• 
'\'re.:tor rights. • • • . • • . • • 
Going concarn • • • • • . • • • 

•• $1,500.00 
•• 250~OO 

• • • • 8,000.00 
••••• 9,500.00 
........ $19,250.00 

It does not ~ppear thct these tieu~es ~ere based on 

records of ac~~el expenditures by the yrescnt o~ers. In our 

opinion the evidence o~tered in support 0: these al1or.ances is not so 

conclusive that i~ c~ use them in determining the ~ount of stock to 

be ~uthor1zed to be issued by the purchasing company. Givin2; con-

cideration to all the circumst~~ces su~~o~~ding these t~a:sact1ons, 

~e believe t~at Public utilities California Corporation sho~d be 

permitted at this ti~e to issue,in ac~uiring the three water systems, 

not exceeding 067,000.00 of stock, and to deliver $15,000.00 thereot 

in poymo':tt tor the properties ccmprising the Granito ::tock Water 

Company, :;;38,000.00 for the l'rol'ert1es comp=1s1ng the Ro.lt Moon Bay 

·,'tater CO='PmlY Olld. $14,000.00 for the pro~ertios comprising the 

Mont::u'o. 7,'c.ter COZ:Pc.:lY. SUch allowallcec, of course, are not to be 

con~1dered as bind1ng upon the Co~~ssion he=e~tter as a measure ot 

value tor such properties tor the p~posc or fixinG rates or to:, ~ 

ORDZR 

Applications having be on filed 7.ith the Reilroad 

Co~i~sion ~o~ authority to tTansfer properties ~nd to issue stock, a 

public hearing having been held bet ore Examiner Fankhauser, and the 
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Railroad COmmission being ot the opi~10n th~t the ~pplications should 

be gr~~ted, as herein ,rovided, and that the money~ property or labor 

to be ~roeured or paid tor th=o~gh the issue o~ $67,000.00 o~ stock 

is reaso~ebly ~e~uired for the purpose specitied herein, which purpose 

is not in wllole or in :part ::-easona'bly' che.:-geable to opera.ting e:l@ ense 

or to inco:I:.e, 

1. AnerU. Eendcrson, doins business under the firm n~e and 

style ot Gr~ite Rock ~~tcr Co~pany; Eoracc Nelson, 

dOing business under the ~ir: name end s~lc o~ Hal~ 

Moon Buy '~7ater co=-~; and 1... :R. 7Tago,er, doing 

business under the ti~ name ~nd style ot Uontara 

:-fo.ter Co:u:pany may transtcr to Public Utili ties 

Cclirorn1~ Corporation their properties and bUsiness 

reterred to in t~c forego1ng opinion ~d more pa=tieu-

l~ly described in the exhibits tile~ in this proceeding. 

2. Public Utilities Cclifornia Corporation may acquire said 

properties and busi~ess ~d ~~ issue, provided it 

e.cq,u1re the Se!lle !'ree :lnc. clea::- o~ all lien.s e,n'd 1ndebt-

e~ess, not exceeding *67,000.00 o~ i~s eom:on stock ~d 

deliver $15,000.00 tho=eot 1~ p~~e~t to= the properties 

eom~risin6 the Gr~ite Rock jator Co~~, $38,000.00 

thereot in p~ent tor the p=ope=t1es eo~pr1s1ne the 

Eclt Zoon Say ~atcr Co~pany ~nd C14,000.00 the=eot in 

pay:t:lcnt fo= the l'ropert1es co:np:-1sing the 1:o!ltare. ":Tater 

C om.p c.:l.Y • 

3. These applications, insotar as they involve the issue ot 
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the re~ai~ins ~40J100.OO ot stock, be, and they are 

hereby den1o~ ryithout prejudice. 

4. Public vtilities California Corporation, in recording on 

its books or account tlle pu.::-cho.se or tho ""ater proper-
"'i~"L: ~"i; .-' ~ 

ties hereb authorized. to be transferred, mey cha=go 

to its ~ixed capital cccounts not :oro than $20,000.00 

• J' • • • I • ,. 

. - • . ... -. ~ ... " 
'! ••• •• . .. .. . • .... . ... 

?lu~ the actual coct ot additions and bette~ents made 
between July 31, 1928 and t~e date such propert1es are 

5. Public Utilities Cal1'i'or:::lia Co::-:pcro.t!.o:1 shull !'ile ~';ith 

•• 

the Comm1ssio~ ~1th1n s1x~ (50) d~s atter the tr~ster 

O~ the ,roporties hore~ o.uthor1zed, ccr~i~ied copies o~ 

the deed.s of conveyance, a certified sto.te~~ut showing 

the exact date upon which it took possession ot the 

properties ~~d began to o?erate the same, ~d a report 

ot t~e issue of the stock, o.s re~uircd by the ~ailroad 

Commission's General Ordor No. 24, ~hich order, inso:ar 

as applicable, is ~ede a part ot this order. 

5. ~er U. Eendcrson, EorQce ~clzon a~d A. R. ~agner, withln 

siAty (50) days. Qtter the transfer ot their properties, 

as he::-o1::t. o.u thorized, .:::ha.l1 ~i1e ';'.'1 th the COI:lmi soion 

report.::: c07erinz their operations during the ~eriod 

rro~ J~ucry 1, 1929, do~ to the date 0: transtcr, 

3uch rc,orts to oe ~ede on the re~~lar annuo.l report 

to~ preocr1~cd by this Commicsion. 
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7. Thl~ o.uthori ty herei:l erc .. .''lted ~hall becoI:1e effective 

upon t~c cete hc~cot. 

D~TED at S~ Fr~~c~~co, C~lito=ni~, this 

day of: 1-:p::.'11, 1929. 

Co:l:l.issioncrs. 
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