
.)J,~..:." Decision No. ... ~ ~ :~) 

EEFOEE TEE RA.!LROAD 

In the N~tter ot the Application or ) 
CITIZEN'S ":[ATER CO:M?,ANY OF NILES to ) 
sell its Water System to PUBnIC ) 
UTILITIES CJ...I.IFOP.NIA CORPORATioN, e. ) 
corporation, e.nC1 ot PUBl..IC U'l1tITI£S ) 
C..u..:crO:RNll COP.?ORA.T!ON to acquire ) 
and operate said System, and to )~ 
issue Om: HONDRED FORTY-SIX 'I'HOUSA}.TJ) ) 
(146 ,000) DCLI.A.RS :pal' va.lue or its .. ) 
cap1tal stock in connection wit~ the ) Application No. 15442 
acquisition or sai~ water system, and ) 
or the acquisition or the Pumping ) 
Plant and Properties formerly owned J 
by :r. C. SEDtN' and. n.OP.EN~ :M. SHINN • } 

O:rrick, Pel.mer &. Dahl~uist, by R. "':I .Palmer , 
tor a.pplicants. 

BY TEE COMMI$SI ON: 

OPINION 

I~ this proceeding the Railroad Co:mission is asked to 

make its order approving the transfer of the properties ot ~.C.Sh1nn 

and Florence M. Shinn ~d or Citizens' Water Company ot Niles to 

Public Utilities California Corporation, and approving the acquisition 

and operation or said properties by Public Utilities Cal1fornia Cor-

poration, and authorizing Public Utilities California Corporation to 

issue $146,000.00 or co~on stock in connection with such ecquisition. 

Citizens' Water Co~pany ot Niles is a eorpor~tion organ-

ized during 1907 under the laws of the State ot California and is .. 
engaged in the buz1ness 0: supplying water tor domestic and other 

uses i:a and about the Towns ot Niles and Decoto, Alameda County. 
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Pr10r to this year the company purchased nearly ~l ot the water it 

distributed from wells located on property oelong1ng to 1. C. Sh1Dn 

elld Florence M. Shinn. During the early pest ot 1929 ~ h071ever, the 

company purfhased the Sh1nn properties so that its water system at 

present includes tour parcels or land,consist1ng ot two pumping plant 

Sites, 30' by 154', an~ 50' by 150~,respectively, located in the 

Town or Niles, and two tank sites ot approx~~telY two-thirds ot an 

acre located on tb.e lie.y;vard-lales state highway. There are three 
twelve inch drilled wells; two, one hundred teet deep; and one, ninety-

two feet deep. The pumping eqUipment consists of a deep well turbine 

:pump w1 th a cape.cl t7 ot 400 gallons pe:::- minute, a two inch centr1tugal 

booster pump, an eight by t":;el're inch triplex :pump, a two and one-halt j 

inch centritugal pump a!lc. e. t;'/O by twelve 1nch two stage centr1tugal 

pUJ:I.p. The t-;vo storage tanks are used to maintain pressu:re. They 

are constru~ted of redwood staves, are set on concrete foundations and 

have a capacity or 100,000 gallons each. 

~ater is distributed through about twenty-two miles ot dis-, 

tributlon mains, rang1ng in s1ze from one inch to eight 1nches in 

diameter, to 758 connected serv1ces, 748 or which are metered. The 
gross revenues from the distribut10n of water were reported at ~18,420.45 

in 1926; at 0l8,274.70 1n 1927; and at ~lB,581.6? in ~92B. Net oper- -~ 

s,t1ng revenues, atter deduct1ng operating expenses, taxes and deprecia-

tion, were reported at ?6,49l.26 in 1926; at ~6,122.48 in 1927; aDd at 

~5,496.45 1n 1928. 

It appears that the cor~orat1on, as of December 31, 1928, 

had outstanding ~26,510.00 of stock, all common, and approxtmately 

015,000.00 ot indebtedness, consist1ng ot notes and acooants payable. 

The record Shows that recently~. B. Foshay Co. ac~u1red the outstand-

ing stOCk ot Citizens' Weter Company ot Niles tor $81,000.00 and that 

it now proposes to cause the transfer ot the properties, except cash 
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and bills and accounts receivable, to ?ublic Utilities CaL1!orn1& Cor-

poration 1n consideration tor the issuance by Pub11c Uti11ties Cali-

forn1a Corporation ot ~146,OOO.OO ot its common capital stock. It 

is reported that the transter ~11l be ~de tree and cleax ot indebt-

edness, W .. B .. Fos:hay Co. proposing to pay the present outstanding ob-

ligation ot the Citizens' Water Compe.ny ot N11es .. 

On numerous occasions the COmmiss1on has been asked to auth-

orize the re-t1nnnc1ng ot publiC ut1l1ty propert1es in applicat10ns 

ot the nature ot this proceeding, tiled by the present as well as othe~ 

app11cants. It has adopted the policy, in such proceedingS, or using 

as the bas1s 1n determin1ng the ~ount o! securit1es 1t Will author1ze 

to be issued, the orig1nal or histor1cal cost ot the propert1es, in-

cluding lands at present value~ less the est~ted accrued'deprec1a-

t1on, consideration being given to the earnings ot the properties and 

ot~er Circumstances and condit1ons surrounding them. In th1s proeeed-

1ng there 1s ot record reports prepared by The Loveland Engineers, Inc. 

and by Mr. W. M. McKay ot the Cor:nnission's Eng1neer:tng Department, 
showing the est~ted orig1nal or ~istor1cal cost less deprec1at1on 

as of September 30, 1928, as tollows;-

:The Loveland .. · I'I"EU :Engineel"s&!nc. : r.·.MOoMcXay 
!..and • .. .. .. .. . .. .. .. .. .. .. • .. • . • :; 2,40 .06' :$ . 2,400:60 
BUi1d1n8s, structures, gro'Wlds .. 1,30l.00 .. 1,007.00 • .. .. .. .. . .... 
7[ell.$ .. .. 1,659.00 .. 1,642.00 • .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. 
?umping equ1pment .. 3,541.00 .. 2,897.00 .. .. . .. .. .. .. .. .. .. .. .. 
Distribution mains · .. 77,24:9,.00 .. o5~424.00 .. .. . .. .. • .. .. .. .. .. 
Distribut10n tanks .. .. 3,955.00 .. 3,85l.00 .. • . .. .. • .. . .. .. .. 
Services .. .. 6,738.00 .. 6,577 .. 00 .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 
Metere .. 15,462 •. 00 .. 15,185.00 .. .. .. .. .. .. .. .. .. .. .. .. · .. .. .. .. 
~scellaneous d1stribution equipment .. l59.00 .. 156.00 .. .. 
Ceneral ottica .. 95 .. 00 .. 95.00 .. .. . .. .. .. . · .. · .. .. .. 
Materials and supplies .. .. .. .. .. 2,740.00 · 2,740.00 .. · • .. .. 
Nonoperat1ve properties .. .. .. .. - · 599.00 .. .. . .. .. .. 

Total physical properties ••••••• :~ ili,2S9.00 :$ lO2,S!>S.66 
Organization and pre11m1n ary .. .. .. .. 3,000.00 .. 2,000.00 .. .. .. .. . 
Cost ot acquiring lands .. .. .. 130.00 .. .. • .. • .. .. .. 
Water rights .. . · .. .. .. 15,000.00 .. .. .. .. .. .. .. · .. .. .. 
C--01ng ooncern value .. 15 000.00 .. .. .. .. .. .. .. .. • . 

Total all propert1es •••••• 48 4 9. 
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Analysis or the figures indioates thet the d1~~erence between 

the two is aocounted ~or, ch1e~ly, by differences in overhead allowances 

and rates or depreciation on the d1stribution mains, the inventories snd 
\lll1t costs being substantially in agreement,. and difterences in the 1n-
t@g1ble items. Mr. McKay has included only the nom.1nal sum. ot :j2,OOO. 

tor intang1ble capital, whereas The Loveland Engineers, Inc. have set 

forth items aggregating t33,130.00, including ~15,OOO.00 for going con-

cern value and ~15,OOO.OO tor water rights. 

7:e have held repeatedly that ~ do not consider alleged going 

concern value as proper tor capitalization pUl"poses and therefore we 
~1l1 exclude the ~15,OOO.OO cla~ed tor this item in giving cons1~era-

tion to th1s proceeding. In connect1on with the item ot water rights 

The Loveland Engineers, Inc. in EXhibit "A" report the tollow1ng;-

"About three years ago the compe.n:y drilled a twelve inch well 
in the town of Niles and. 8. pump1ng plant was installed to be used 
:na1nly for ste.=.dby p~oses d'.ll"i:lf: dl'y sea.sons. !J'p to the 
present t~e this plant has been used very little and under such 
circumstances it is appare~t that any rights which may have been 
acq,u1:red by virtu.e ot such pump1ng Will have only a nominal value. 

The water rights pertaining to the Shinn wells are based upon the 
actual use ot water since 1912 and probably somet~e prior thereto. 
!t is ~u1te evident that valid rights to pump an average of 
252,000 gallons per day from the Niles Cone have a substantial value 
and the sum ot $l~,OOO was considered a tair allowance tor such 
rights. No attempt was ~de to establiSh the validity or such 
rights." 

The testimony at the heal'ing was ec;.ually general in lts:cature 

and we do not believe that we can accept the ~ere allegation ot water 

right value presented in this proceec.1n3, unsupported. by :p~slt1ve 

evidence. 1n c.eterm1n.1!lg the e.:lOWlt or stock we will authorize to' be 

issued. This it~, theretore, ~ll likewise be exclUded. 

Giving consideration to the rema1n1ng items in the Valuation, 

the earn1ngs or the water sY's tem. and. otl7.er c1rcu:m.stances surrounding 

. the transac tiol)., we 'believe that Public Utilities Cal1tornia. CoJ:'l)ora-



tion should be,authorized to issue not exceeding $105,000.00 ot stock 

in acquiring the properties or Citizens' Water Company ot Niles, ~ee 

and clear ot indebtedness. It Public Utilities.california.Corporation 

ac~u1res suen pro~erties it may charge to its plant and equipment ac-

counts not exceeding ~130,923.00. The d1~terence between such ~ount 

and. the par value o"! the stock: herein authorized to be issued should be 

credited to reserve tor accrued depreciation. 

ORD'ER 

Application having been made to the Railroad Commission tor 

an order authorlzlng the transrer or pIoper~l~~ and tne 1~6ue or 

Fankhauser and the Railroad Co:m:U. ss10n being o~ the 0~1n10Il. that the 
transfer of the ~ropert1es should be granted, as ~ere1n ptov1ded, ~d 
that the issue ot ~l05,OOO.OO: 0: stock is reaconab~ re~u~ed tor the 

purpose speci1'ied' .he:-ein. which :p1n'pose is not. in whole or in part, 

reasonably chargeable to operating expense or to income, 

IT IS E:EPJ::8y ORDE...~, tlla t 

(1) Citizens' Water Camp~ of Niles may, on or berore August 

15, 1929, transter its properties, including thOse recently acquired 

tron J. C. Shinn and Florence M. Shinn, tree and clear or indebtedne8s, 

to Public Utilities Cali1'orn1a Corporation. 

(2) Public Utilities Calitorn1a Corporation may acquire and 

operate such pro~erties and may 1ssue at not less than par, on or 
in pay:nent for said properties 

betore August l5, 1929,/no~ exceeding $105,000.00 ot its common capital 

stock, provided that transter is :made tree and. clear ot indebtedness. 

(3) The application insotar as it involves the issue ot the 

remaining ~1 ,000.00 ot stock is d.f~nied w1 tllout prejudice. 
. . 

(~;) The transfer 01' the properties or-,J.C.Sh1nn and Fl.orence 

U. Shinn to Citizens' Water Company ot Niles, is hereby approved. 
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(5·) Public Utili ties Ce.litornia Corpora t1011 in recording on 

its books ot account the purchase otthe propert1es herein authorized 

transterred, may charge to its tixe<i..ce.p1te.l accounts not e;tceed1llg 
.' 

$l30,823.00, plus the cost o~ additions and betterments since Sept~-

bel' 30, 1928. It it pays for such propert1es more than ~105,000.OO 

it must charge such excess to its corporate surplus account. 

(6) Public Utilities California Corporation shall t1le with 

the Commission within th1rty days ~tter the transfer of the said pro-

perties, a certitied copy ot the deed, or deeds ot conveyance, a state-

~ent Show1ng t~e exact date upon which 1t ac~uired such propert1es, and 

a ver1tied report ot the issue ot stock, as required by the Ea1lroad 

Co~ssion's General Order No. 24, which order insofar as applicable, 

1s made a part ot this order. 

(7) Citizens' Water Company of N1les shall tile with the 

Commission within sixty days atter the transfer of its properties, a 

report covering its operations ~rom January 1, 1929 to the date of suCh 

transfer, such report to be tiled on tne reguler annual report torm pre-

scribed by this CO=mission. 

(8) The stock herein authorized to be issued shall hereafter 
4 . 

not oe urged before th1s Commiss1on or other public body or court as a 

measure of value ot the aroresa1d properties tor any purpose, except 

the transter herein authorized. 

(9) The authority herein granted shall become ettect1ve ten 

days after the date hereot. ( 

DATED at San FranciSCO, Calitornia, this /L,Ky or "VIAY, 

1929. 

Comm1sst onere. 


