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SEFORE TET RAILROAD COMMISSION CF TEE STATE OF CALIFOPNIA

In the Matter of the Application of
CITIZEN'S WATER COMPANY OF NILES to
sell ite Water Systexm to PUBLIC
UTILITIES CALIFORNIA CORPURATLON, &
corporation, and oY PUBLIC UTLiLLTIES
CALIFORNIA CORPORATION to acqulre

and operate sald System, sand To

issue ONE EUNDRED FORTY-SIX THOUSAND
(146 ,000) DOLLARS pax wvalue of its = -
capital stock in connection Witk the Application No. 15442
ecouisition of said water system, axd
of the accuisition of the Pumping
Plant and Properties formerly owned

by J.C. SEDWN and FLORENCE M.SEINN.

Crrick, Palmer & Danhlcuist, by R.W.Palmer,
for spplicants.

BY TEE COMMISSION:

OPINION

Iz this proceeding the Railroad Commission ics asked to
make its order approving the trensfer of the properties of J.CShinn
end Florence M. Shimn and of Citizens' Water Company of Niles to
Pudlic Utilities California Corporation, and approving tke acquisition
and operation of said properties by Public Utilities Califormia Cor;
poration, and authorizing Public Utilitles Californie Corporation to

issue £146,000.00 of cormon stock in commection with such escguisition.

Citizens' Water Company of Niles is a corporation orgen-
ized during 1?07 under the laws of the State of California and is
engeged in the buciness of supplying weter Ior domestic and other
uses ia and adbout the Towns of Niles and Decoto, Alameda Countye.
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Prior to this year the company purchesed rearly all of the water 1t
distriduted from wells located on property delonging to J. C. Shinm
end Florence if. Shimn. During the early part of 1929, however, the
company purfhased the Shinn properties so that itz water system at
present includes four parcels of lend,consisting of two pumping plant
sites, 30' by 154', and 50' by 150% respectively, located in the

Town of Niles, anéd two tenk sites of approximately two-thirds of an
acre located on tke Haywar@-Niles state highway. There are three
twelve inech drilled wells; two, one hundred feet deep; and one, ninety-
tvo feet deep. The pumping equipment consists of a deep well turbdbine

pump with a capacity of 4OO gallons per minute, a two inch centrifugal

booster pump, an eight dy twelwve inch <triplex pump, & two and one-halfl -

inch centrifugal pump ané & two by twelve inch twe stage centrifugal
puap. The two storage tenks are used to meintein pressure. They
are constructed of redwood staves, are set on comcrete foundations and
kave a capacity of 100,000 gallons each.

Jater 1s distriduted through adout twenty-two miles of dis-
tridution mains, ranging in size from one inch to eight inckes in
dlameter, to 768 connected services, 748 of which are metered. The
gross rovenues‘rrom the distridution of water were reported at 18,420.45
in 1926; at [18,274.70 in 1927; and 2t {18,581.67 in 1928. Net opex~ —
ating revenues, after deducting operating expenses, texes and deprecia-
tion, were reported at $6,491.26 in 1926; at 6,122.48 Iin 1927; and at
$6,496.45 in 1928.

It appears that the c¢corporation, as of December 31, 1928,
had outstexnding $26,510.00 of stock, all common, and approximately
$15,000.00 of indebtedness, consisting of notes and accounts payable.
The record shows that recently 7. E. Foshey Co. accuired the outstand-
ing stock of Citizens' Weter Compeny of Niles for $81,000.00Aand that
it now proposes to cause the transfer or the properties, except cash
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and bills and accounts receiveble, to Public Ttilities California Cor-

poration in consideration Lor the issuance by Public Utilities Cali-

fornia Corporation of 3$146,000.00 of its common capital stock.

It

is reported that the transfer will dDe made free and clear of indedbt-

edness, V. B. Joskay Co. proposing to pey the present outstanding ob-

ligation of the Citizens' Water Compeny of Niles.

On numerous ocecasions “he Commission has been asked to auth-

orize the re-finerncing of public utility properties in applications

of the nature of this proceeding, filed by the present as well as other

applicants.

It hes adopted the policy, in such proceedings, of using

as the basis in determining the smount of securities it will authorize

to be issued, the original or historical cost of the properties, in-

cluding lands at present value, less the estimated accrued deprecla-

tion, comsideration being gliven to the earnings of the properties and

otker circumstances and conditions surrounding them.

In this proceed-~

ing there is of record reports prepared by The Lovel&ndlzngineera, In¢.

and by Mr. 7. M. MeKey of the Commission's Engiﬁeering Departxzent,

showing the estimated original or Ristorical cost less depreciation

as of September 30, 1928, as follows;-

TrEN

+The Loveland
+Engineers ., Inc.

I‘End - » - - - - L] - L ] - - - L ] - L ] - L]
Suildings, structures, grounds . . . .
Wells - » - - - - - - - - - - -
sumping equipment . . . . . . .
Distribution mains .
Distridution tanks .
Services . . . . . .
Meters « v o o v« « & . .

Xiscellaneous distribution equipmen

- - -
- - -

Ceneral office . . . . . . R
Materiels end supplies . . .
Nonoperative propexties . . + . . . .
Total physical propertiesS.ceec.-
Organization end preliminary . . . .- .
Cost of acquiring lends . . « -« « . .
Jater rights &« = &« ¢ ¢ ¢ ¢ & ¢ ¢ o o &
Golng comcern valu€ « . o o v . o . .
Totel all properticSeeacss

- -
- L]

1,301.00
1,659.00
3,541.00
77,249.00
3,955 .00
6,738 .00
15,462.00
159.00
95.00
2,740.00

A0 B8 20 08 40 g0 S0 pF 82 80 0b

LM MeKa

1200+
1,007.00
1,642.00
2,897.00
65,424 .00
% ,851.00
6.577.00
15,165.00
156.00
95.00
2,740.00
599.00
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115,259.00
%,000.00
130.00
15,000.00
15 .000.00
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3 102,555.00
2,000.00
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Anslysis of the figures indicates that the dlfference between
the two 1s accounted for, chiefly, by differences in overhead allowances
and ratves of depreciation on the distribution meins, the laventories and
wnit costs being sudbstantially in agreement, and differences in the in-
tangible items. Mr. MeKay bas included only the nomimal sum of $2,000.
Tor intangible capital, whereas The Loveland Engineefs, Inc. have set
rorth items aggregating $33,130.00, including ©15,000.00 for going con-
cerc value and $15,000.00 for water rights.

We have held repeatedly trat we do not consider alleged goling
concern velue as proper for capitallization purposes and therefore we
will exclude the $15,000.00 claimed for this item in giving considera-
tion to this proceeding. In comnection with the item of water Tights
The Loveland Zngineers, Inc. in Exkibit "4A" report the following;-

"Adbout three years ago the compaﬁy.drilled a twelve inch well

in the town of Niles and a pumping plarnt was installed to be used
meinly for standdy purposes duriig dry seasons. Up to the
present time this plant has been used very little and under suck
circumstances 1t is epparent trat zny rights which may have been
ecquired by virtue of such pumping will have only a nominal value.

The water rights pertaining to the Shinn wells are based upon the

actual use of water since 1912 and prodably sometime prior thereto.
It is cuite 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 of $15,000 was considered a fair allowance for such

rights. No attempt was made to establish the validity of such
rights."

The testimony at the hearing was equally general in its nature
and we 40 not Yelieve that we can accept the xere allegation of water

right value presented in this proceeldinzg, unSupported by positive

evidence, in determining the amount of stock we will authorize to be

issued. This item, therefore, will likewise be excluded.
Giving consideration to the remaining items in the valuation,
the earnings of the water system and otker circumstances surrounding

" the transaction, we believe that Public Utilities Califormnia Corpora~




tion should be,guthorized to issue not exceeding $105,000.00 of stock
in chuiring the properties of Citizerns' Water Company of Niles, free
and clear of indebtedness. If Dublic Utilities, Califormie Corporation
acquires such properties it may charge to its plan®t and equipment ac-
counts not exceeding $130,923.00. The diffexrence betweer such amount
end the par value of the stock herein suthorized to be issued should be

credited to reserve for accrued depreciation.
ORDER

Application having been made to the Railroad Commission for
an order guthorizing vhe transfer of propeTties and the issue of
$146,000.00 o2 stock, a public hearing having been keld before Examinexr

Fankhauser and the Railroad Commission being of the opinion that the

transfer of the properties should be granted, as hereln provided, eand
that the issue of $105,000.00 of stock is reaconadbly required for the
PUXPOSE specified:heréin, whickh purpose is not, in whole or ia part,

reasonably chargeable to opereting expense or to income,

IT IS EEREBY ORDERED, that
(L} Citizens' Water Company of Niles may, on or before sugust

15, 1929, transfer its properties, including those recently'acquired
from J. C. Shinn enéd Florence L. Shinn, free and clear of indebtedness,
to Public Utilities California Corporation.

{2) Public Utilities California Corporation may acquire and
operate such properties and wmay issue at not less than par, on or

in payment for said properties

before Lugust 15, 1929,/not exceeding $105,000.00 of its common capitel
stock, provided that trensfer is made free and clear of Indebtedness.

(3) Tre application insofar as it involves the issue of the
rexaining $&l,OO0.00 of stock is denled withoﬁt prejudice.

(4) The tramsfer of the properties of?I.ClShinn and Florence
M. Shinn %o Citizens' Water Company of Niles, 1s herebdy approvéd.
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(5) Public Utilities California Corporatior in recording on
its books of account the purchase of the properties herein authorized
transferred, may ckarge to its fixed.cepitel accouats not e;ceeding
$130,823.00, plus the cost of additions and betterments éince Septen-

ber 30, 1928. Ir 1t vays for such properties more then $105,000.00

it must charge such excess to its corporate surplus account.

(6) Public Utilities California Corporation shall file with
the Commiss;on within thirty days cfter the transfer of tke said pro-
perties, a cértiried copy of the deed, or deeds orf conveyance, a state-
zent showing trhe exact date upon which it eacguired such properties, and
g verified report of the issue of stock, as required by the Bailro&d
Commission's General Order No. 24, which order insofar as applicable,
is made g part of this order.

(7) Citizens' Water Company of Niles shall f£ile with the
Commission within sixty days after the transfer ¢f its properties, a
report covering its operatiouns Irom January l, 1929 to the date of such
trensfer, such report to be filed on the reguler annuel report form pre-
s¢ribed by this Commission.

(8) The stock herein guthorized to ve issued skall hereafter
1ot de urgéd'berore this Commission or other pudlic bDody or court as a
measure of value of ike aro:eséid properties for any purpose, except
the transfer herein authorized.

(9) The authority herein granted shall vecome effective ten
cdays arter the date hereol. ‘é//

DATED at San Frencisco, California, this /4 #day of May,

Y

// Commissi oners,




