5
Decicion No.  Aiiliir

BEFCRE THE RAILROAD CCIZISSICYN OF TE STATE OF CALIFORNIA

Zn the Metter orf the Application of
AN M. ZENDIRSMN
tTo sell the water systen Xnown ss
Greanite Rock Tater Compery, to
Public Utilities Colifornia Corp-
oration, and of Public Ttilities ‘
Californic Corporztion %o accuire Applicetion No. 15464
and .operate said system and Vo
issue twenty-eight thousznd four
huréred (28,400) dollars par value
of its capitel 3tock in connection
with the accuisition thereof.

In the Matter of the Lpplication of
ZORACE NELSON
to sell the water system known as
HALE MOON 34Y TATER COMPANY
to Public Tiilities Californie
Corporation, & corporatiorn, and of
Pudblic Ttllities California Corpor-
ation to ecquire and operate said
system and to issue fifty-eight
thouseand five hundred (58,500)
dollars per value of its cepital
stock in conmection with the ecqui-
sition thereof.

\

- Application No. 15465

LN SN SOV WL L N LT U N L N Y )

In %he latter o* the Applicetion of )

L. R. TAGNER )
to sell the water systen xnom as )
the Montera Water Compeny, to Pudblic)
Utilities California Corporation, & )
corporation, and of Public )
Utilities Califorria Corporetion to )
acculre and operate said system, and)
%o 1issue twenty thousend two hundred}
(20,200) dollers por value of i%z )
cepitel. stock in commection with the)
acguisition thereof. )

Lpplicetion No. 15466

Orrick, Pelmer & Dahlguist, by T. 7. Dahlquist,
for Public Utilitles Californie Corporation.

C. 2. Smisk, Tor Anex I. Henderson.
Horace Nelson, in propris persona.

C. R. Vagrer, in propria persona.




BY T=2 CQOOISSION:

QPINIQN

In these three proceecdings the Railroad Commission is
asked %0 ‘muthorize the tremsfer o Pudlic Ttilities Celiforniza
Corporation of three smell water systems located in Sen Neateo Cownty
and known as 3he Gronite Rock Water Company, the Halfl loon Bay Taver
Company end +the Montera Tater Compeny, and the issue by Pudlic
Utilities California Corporation ir peyment therefor of its common
capital stock in the aggregete amount of $107,100.00.

The applicatiozne show Amer if. Eenderson, doing business

under the firm neme and style of Greonite Rock Tater Compeny, 1s

engaged in supplying water To approximately 130 consumers ir and

2bout the unincorporated towns of Moss Beach and Grenada, that he
has agreed To sell his public utility water propexrties to 7. 3. TFoshey
Company for $10,000.00 cesh; <that Dorace Nelson, doing business
under the firm name and style of Zelf Xoon 3ay Water Company, 1s
eagaged in supplying water to avproximetely 220 comsumers in arnd
about the unincorporated town of Zoll iMooz Bey, thaet he has agreed
o sell his public utility weler properties to W. 3. Foshay Company
for $28,000.00; that i. R. Wegner, doing business under the firm
namehand style of Yontare Water Compony, is exngaged in éupplying
weter to epproximately 80 consumers in and ghout the unincorporated
towns of Montera and Farrallone City and that he has agreed 1o sell
his public utility water properties to 7. 2. Foshey Company for
$10,000.00.

| W. 3. Foshey Compeny has cssigned its rigats under thé ‘

ities Celifornia




Corporation. ne latier corporation upon acgulring the three
proyperties, which are loceted in adjecent areas, proposes to consoli-
date them under one managemeat, alleging thet as a result of +h
transfer and comsolidetion it cexn operate the properties more
effectively, more readily furniskh the necessary capital for additions
end betierments and better serve the public. . For the emsuing

twelve months 1t estimetes gross reveaues Irom the comblned systenms

at $11,100.00, operating expenses at $6,146.50 and net income at

$4,953.50. The operating revenue for 1928 is reported by %he
three usilities at £9,812.13.

The puUrchasing CompARy proposes 4o issue $28,400.00 of
common stock inm accuiring the Granite Rweck Tater Comnaxny, 358,500.00
o2 common stock in accuiring the Zalf Moon Bey Tater Company and
$20,200.00 in zcquiring the Monters Tater Compeny, & total proposed
stock issue of £$107,100.00. Iz support of its recuest to issue
stock, it hes filed in these proccedings aprraisals of the properties,
es of July 31, 1928, prepared by The Lovelarnd Zngineers, Inc. in vwhich
the total reproduction costs ere estimated at $155,973.00, the re-
produciion costs less accrued deprecietion at $113,213.00, the
riginel costs ot $113,245.00 end the origizel costs less sinking
fund sscumuletions ot £85,131.00.

“pprai°°19 0 the properties were mede a2lso by ir. V. M.
McXey of the Commission's Znsineering Depariment, and reporis
introduced by kim into the record showing the estimated historical
costs and estimeted historical costs less depreciation, as of July
3L, 1%28.

The Commission heretofore hes taken the position that

in proccedings of suck a neture &s these now before it, the estimeded

reproduction cost of property ic not the proper dasis to be used in
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determinirg wbeat amount of securities should e zuthorized %o be
issued against such property. 1t nas cadopted the policy of using
as 2 basis for Its order autkorizing the issue of securities, the
original or alstorical costs less depreciation. Aeecordingly, we
will at thls time wmive consideration to these figures.

Summerized, the appralssls of The Lovelaond Zngineers,
Inc. and r. leXey showing the original or historicsl costs, are as

follows:=

Toh LoV iy B LNL RS
Originsal : Less " Histori- : Less
, Cos< : Depre- cal : Depre=
: i ciation gost : clation
senglible Cepital:

:Granite Rock Tlater Co. % 19,538. 515,199. 218,860. 514,229,
tEalf Moon Bey Tatex Co. . 56,488, 4&1,727. 50,500,  36,652.:
sdontera Tater C 17,923. 12,955. 1_'_7_,9'75. 12,65%8.:
: Toval 9%,999. ©69,881. SET , 80D . 063,540, 1
:Intonzible Canitel:

:Granite Rock nater Co. 4£,150. 4,150. 650. 650.
:Ealf Yoon Ray Tater Co. 10,500. 10,500. S500. S00.
lontare Tater Co. 4,600. 4,600. 600. 600.
: TOLEL eevnvocnconsan & 15,200, wid,250. iy 700 =1,790.
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;All Dronerties: .
:Granite Roek Vater Co. 25,738. 19,349, 19,510. 14,879.

:Ealf Moon Bay Taver Co. 66,9E8. $2,227. 51,000. 37,152.:
loxntare Tater Co. 22,523. 17,555. 18,573. 15,259.:

Tot&l ®as e gt assasnnwe $1Ir5 2'49- ‘tiﬁgg .gzI‘ -.'JE& 6%- -";bs Egc.:
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The record hereirn indicates that the differences in the
appraisals of the tonglbdle capital are due, in the cese of the Grenite
Rock Tater Company and tze Montara ater Cémpany, to overhead llow-
ances, and In the case of the Hell Moorn 3ey Tater Compeny to over-

tead allowences znd %o some extent, unit costs, the inventories being

the some iz all cases. The largest differences occur in the items

comprising the intengidle cepitel. 1. McXay hes assigred nominal
gnounts Tor orgonizavion expease and cost of aequiring lands, the
total for the threc systems, as showrn In the forezoing tabulation,

aggregating 51,750.00.




The allowances mede by The Loveland Englineers, Inc. for
Intangible items cgoregete $19,356.00 and include the rollcwins:-

Orgonization and preliminery expense . -$1,500.00
Cozt of acguisition of landsS. .« « . -« « . 250200
?T&tor mghts. - - - - - - - L ] - - - [ ] . Y - 8’000.00

GOIBE CONCCTE « + « v & = o o o o & =e . 9,500.00
motel £19,250.00

It does not éppear thet tiese figures were based on
records of ac%ual expenditures vy the yresent owners. In our
opizion the evidence offered in support of these sllowances is not 20
conclusive that we can use them in determining the amount of s¥oek to
be authorized to be issued by the pufchasing compaANy . ‘Giving con=
sideration to oll the circumstonces surrounding these transactions,
we believe that Public Utilities California Corporation should be
pernitted at thic time to issue,in ascquiring the tWree water systems,
rot exceeding $67,000.00 of stock, and to deliver $15,000.00 thereo?
in payment for the vpropertiecs comprising the Granite §ock Water
Company, 538,000.0C for the properiies comprising the Helf Moon Bey
water Comﬁany and $14,000.00 for the propertics comprising the
Montara Vater Compeny. Suck aliowances, of course, are not to he
considered as binding upoa tae Commission herealter as g measure o
value for such propertvices for the purposc of fixing ratec or for any

other nurpose.

Applications having been flled with the Ret lroad

Coxxzission Tor cuthority Yo rransfer properties and to issue stock, a

public bearing having beex held before Zxeniner Fankhauser, and the




Rellroad Commission being of the opinfon +that the spplicatioms should
be graatved, as hereir provided, and that the money, propertj or 1a£or
ve nrocured or paid foxr ugh +the issue of 567,000.00 of stock
S reasoncbly recuired for the purpose specified‘herein, which purpose

not in whole or in pert reasonsghly chargeable Lo operating expénse

tTo ircoxe,
IS ZEXEEY ORDERED that

Aner 1. Henderson, doing businecs uxnder the firm name and
style of Grzoanite Rock Tater Comvpany; HZorace Nelson,
doing dusiness under *the Lirz neme and style of Felf
Moon Bay Water Compeny; eand iA. R. Tegner, doing

business under the 2izm neme and siyle of Lontara

Weter Company may trensfer t0 Public Utilities

California Corporation their properities and dusiness
refexred to in tae foregoing opinion and more paxticu-
larly describved in the exhibits £4iled in this proceeling.

Pudblic Utillivies California Corporation mey acquire said
properties and business end may issue, provided it
acquire the same free and cleer of all liens and indebt~
edness, ro’ exceeding 4$67,000.00 of i%4s common stock =xd
deliver 315,000.00 thereo? in payment for the propervies
comprising the Gronite Rock Tater Company, $38,000.00
thereol in poyment for the properiles compris ng the
Ecl? Xooz Boy Water Compeny oxd £14,000.00 thereof in
payment for the nroperties comprising the loatere Tater
Compeny. .

These applicatvions, insofzar as they involve the issue of




the remeining £540,100.00 of stock, be, and they ere
hereby deried without prejudice.

Public Ttilities California Corporation; in recording on
its books of account the purchase of the water proper-
ties herein suthorized %o be transferred, mey cﬁaréé:
40 i%ts Zixed capitel cccounts 1ot more than $20,000.00
Sor the (50t R00K T21EF COIDELY DIOPOTHSR) §34)900:00
Tor tThe ol MNoon Boy VWoter Comnany properties, . andé
$19,000.00 for the lontara Tater Comxpany proveritios,
plus the actual coct of additions and betterments made
between July 3L, 1928 and vhe date such propervies are

transferred.

S« Public Utilities Califoraia Corppration shall file with

the Commission within sixty (6C) days afier the transfer |
of the properties herein cuthorlized, certified coples of
the deeds of conveyance, & certified statement showing
the exact dete upon which 1%t took possession of the
vropertiez and began to opereve the same, and 2 report

of vhe issue of the stock, 2s recuired by the Railroad
Comnission's Generel Order No. 24, which order, insofar
es applicablc, is nede a part of this oxder.

6. lner l. Zenderson, Zorace Nelson ard A. R. Tagner, within
sixty (80) deys. after tike tramsfer of their properties,
as herein.authorized, chall Tile with the Commission
reports covering their operations during the neriod
Trom Jeaxuery 1, 1929, dowa to the date of 4ransfer,
such reports o he mede on %he regular arnual report

forms preserided by this Commission.




The authority lerein granted shall become effective

uporn the dete hercof.

DATED at San Francicceo, Celifornie,

day of Lpril, lo28.




