Decision No.

SZFORE TS RAILROAD COMMISSION OF THXE STATE OF CALITCRNIA

Iz the Xatter of the Application of )

T EOLLISTER VAILER CONPANY, )
a corporation, for permission to sell )
1ts weter system to Public Utilities )
Calirornia Corporation, & corporation, )
and of sald 2ublic Tsilities Celiforanisa )
Corporation %o acquire and operate said )
system and to issue $442,700.00 par )
value of its capital stock in conmection)
with the acquisition thereof. )

Applicetion No. 15625

Orrick, Pclumer and Dahlgulst, by HEillyer 3rown,
for Public Utilities California Corporation.

L. N. Runnels, for The Hollister Water Company.

Y TEE COMUISSI ON:

CPINION

In this propeedine the Railroad Commission is asked 1o
approve the trensfer of the properties of The Hollister Water Comvany
to Public Utilities California Corporation, and the acquisition and
operation of said properties by sald Publlc Utilities Califomila
Corporation. It is also asked to authorize Public Utilities Celi-
rornie Corporation to ilssue $442,700.00 par value of its common cap~
ital stock, in comnection with the acquisition of the aloresald
properties.

The Hollister Tater Company was organized.on or about
June 6, 1885. The company is engaged in the distribdution of water
to the imhebitants of Hollister and vicinity. 4s of December 31,




8,

1928 1t reports Its assets and liabilities as follows;-

ASSETS:
Pixed capital . . . . . . . . L5387 ,706.33
Cash eand deposits . « . . . L 3749.81
Accounts receivadble . . . . 2,857.70
Jaterials and supplies . . . . . . 8,335.%9
Prepeyaents « ¢« . 4 . o o . .. 150.94
Discount on stock . . . . . . . 37,151.34

TQt&l..---.--...- ﬁ"'v 3: .gsxnsr

-
-

L&ABILITIES- _ o '
Capital STOCK o o o o o o = o o o o o & $100,000.00 -
Notes payable v« & o« ¢ ¢ ¢ ¢ o o o o & & . .36,000.00
Accounts peyable o . . . . . . 1,337.52
Reserve for depreciation . . . 94,650.92
QOtkher reserves . 873.04
Surplus . . . . 205,090.03

. Tot&l..-'........ 2-43'7 !951;51

The operating revecnues and expenses and other income and
uncollectidle bills and the amount availableAror interest, dividends
and surplus, as well as the number of consumers of The Eollistex
Water Company, for the three years ending December 31, 1928, have

been reported as follows;-

ITEA

Operating revenues . . .
Operating expenses . . .
Net operating revenue . .
Nonoperating revenue . .
Gross corporate income
LESS uncollectible bills
Amour?t availadble for in=-

terest,dividends znd sur=:

PlUS.cencccncnsacacnnanses pib,891.64 513,685,851 : $12,655.24

1926 1927 1928
‘06 983, 59 RIS vss,bos 07
21,473.87

3,792
64 .43 .
15366 .74 13,516.81 1Z,522.69
95.10 131,30 169,45

Nunber O0f CONSUMEYS.-as.. 1,196 . ¢ 1,242 ° = 1,257

Exhidbit "A" shows that The Hollister Water Company has agreed
to sell its properties as of December 31, 1927 to ¥. B. Foshay Com-
pany, i1ts successors or assiguns, for §295,000.00 pius the cost of addi-~
tions and betterments installed from December 31, 1927 to the date of
the transfer of the proverties. The Hollister Water Cbmpany hes

agreed 1o sell all of its properties, dusinmess and rights, including
-l
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all real property or any interest therein, distribution systems, plamts,
nechinery, eguipment, materisls, merchendise, rights, privileges, con-
tracts, easements, business and good will, and all other property, tan=
zidle or intangibdle, forming a part of, or used in commection with,

such water works and system, including accounts and bills receivable

2t the date of transfer. The prbpertiés are to be transferred free
and clear of all liens, encumbrances, debis or liabilities.

7. B. FToshay Compeny in turn hes esgreed, according to ZExhibit
m3® . to sell all of the aforesaid properties, except cash, bills and
aceoimts receivedle, to the Public Utilities California Corparation,
ror {442,700.00 par value of common capital stock. The latter company
1s to vay *the Tormer for all materials end supplles at cost or marxetv,
whichever is less.

The Public Utilities California Corporation has also agreed
to pey V. B. Foshay Compeny a further amount which-will be equal to
the actusl amount expended for additions end betterments to such pro-
perties from December 3L, 1927, to the date of the transfer of the
propertles, except the cost of such additions and betterments instelled
since December 3L, 1927, which heve been included irn the appraisal of
mhe Loveland Engineers, Inc., dated October 31, 1928. The Pubdblic
Utilities Celifornia Corporation has egreed to assame ell the obli-
gations of The Eollister Water Company Ior the furnishing of water
service.

e believe that 2ll the properties which The Hollister
mater Company hes agreed to sell to T.B.Foshay Compahy,yits sSuccessors
and sssigns, should, if sold at ell, be sold to Pudblic Utilities
Celifernle Corporation. The W. 3. Foshay Compeny is a forelgn cor-
poration and we are therefore precluded from suthorizing the transfer

of any ppblic utility properties to that corporation.




In Exhibit "C™ The Loveland Englineers, Inc. report the
estimated‘reproduction'cost new of the properties of The Hollister
Tater Company as of October 31, 1928; the estimated reproduction
cost new less depreciation, as well os the estimated original cost
new and sinking fund accumulation of the properties as of the same

date, &s follows;-

Reprod- : Original
uction @

Cost Less: Cost
Depreclia-;

tion

ITEX

ot
F&
O
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Physical properties,
includirg materials
&nd SupplieSj...-..-

Organization snd pre-
lininary expense..c...

Aeguisition of lends

vater rights . . ...,

Coing concern value...

TOTA‘LO.-...--.I.I....

e s e o
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W. ¥. McKay, E. R. Robbins and P. E. Harroun, assistent

engineers for the Commission, submitted testimony in which they report
the estimated originel cost of the properties as of October 31, 1828
ané suck cost depreclated on o five percent sinking fund basis , as ..

follows ;-

SO IMATAD ORLGINAL:ESTLEALTED OalGilak
1TEMS OF PROPERTY cosT . . . :COST DEPRECIATED .
Lengible capitel including ma-
terials end suwppliesS.cceaneccan.
Intergidle capltal-Orgenization
-water rights
SUb-tOt&l-....
Nonoperative Propertiyeccecececces
i:<>1bcljlﬂ L B I BN BN K BN BE B R N )

5869 ,574.
22500.
5,850,

TT57 9% .

”5,218.

[ZeL,laz.

5510,086.
2,500.
5 .850.
5818 ,456.
4737,
RPN

"0 fer Bl

AS stated aboye, both of the appralsals are as of Cetoder 31,
1528, The Hollister Water Company, however, is to receive for its

vroperties $295,000.00 ss the samc existed on December 3L, 1927.

"4L'-
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Subsequent to the hearing applicents filed & statement showing that

The Loveland Engineers, Inc. in their Exhibit "C" included .;21,970.
as representing the cost of additions and vetterments 1ﬁstalled‘rrom
January 1, 1928 to October 31, 1928. In considering the value of
tho propertles to be transferred, we will consider 'such properties as
of Octoﬁer 3L, lo9z28. I hereafter the Public TUtilities Calirérnia'
Corpoxation riles =an application to finance the cost of additions

and betterments, we will consider only the cost‘or additions and
betterments installed sudsequent to Oétober 31, 1928.

The Commission believes that it should sdhere to its policy
of besing the amount of stock which Public Utilities California Cor-
poration might issue on the historical cost of the properties depre-

including »resent value of land.

clated, The evidence shows that the report of The Loveland Engi-
neers, Inc. is incorrect in that the cost of two wells has been
omitted, in that ome parcel of land is reported as contalning ll.l2
‘acres, whereas it contains but one acre, in that it assumes full
ovnershiy of a telephone line, whereas The Hollister Water Company
has only a half interest, and furtker, = . it sssumes that all meters
are enclosed in concrete meter boxes, which is not & fact. There
is slso some difference between the overhead costs used by The Loveland
Engineers; Inc. and the Commission engineers. |

Coming to the matter of going concern value and value of
weter rights. The Loveland Ingineers, Inc. alleged a going concern
value of $38,000.60. The Commission's cugineers submitted nro eséimate
of going concern. The Commission has repeatedly held that 1t will
not permit the capitalization of an alleged going conmeern value.

There is nothing in the record which causes the Commission to depart

from its announced and well established policy in this regard.

-.5-




For water rights, The Loveland Engineers, Ince Treport a
value of £30,000.00, which seems to rest primarily upon the fact that
during 1927 approximately eighty=-four million galloms of watexr were
produced at the Grass Valley production works of The Hollister Waver
Compeny. This is equivalent to 235,000 gallons o day. The
testimony of P. £. Harrour shows that such rights as the compary may
bave %o take water at Crass Valley e&re conditional rights. Noreover,
it has not been esteblished that the quentity of water drawn rrom that
source in 1927 is & safe yleld. The water level at Grass Valley has
been falling.. . At one time the wells fiowed by gravity, while now
they have to be pumped. The supply Tfrom that source is such that
during 1928 the company drilled a well in Hollister and is now obtain-
ing a substantiel supply of weter from such well. hether it is econ-
omicel to maintain the trensmission line to Grass Velley is a cuestion
thet should heve beexn, dbut was not, considered in this connection.

The evidence Goes not support & 330,000.00 value Ior water rights.
Te will, £or the purpose of this proceeding, sllow £5,850.00 which,
accor&ing to the testimony of 2. E. Earroun, represénts the cost of
aceuiring such rights as The Eollister Water Company may have, to
take water at Grass Valley and other places.

The order herein wili euthorize the transfer of the properties
upor the condition that all the propertles which Ihe Holllister Water
Company hes cgreed 1o sell to ¥. B. Foshay Company, 1ts successors and
assigns, are sold to Public Ttilitiea California Corporation. In
connection with the purchase of such properties, as they existed‘on
October 31, 1928, the order hereln will suthorize the issue of £265,000.
of stock. Tf the company peys more then §265,000.00 for the‘prOPer-
ties, it must charge the difference between the $265,000.00 and the

price pald tp its corporate surplus accounts.

-l




If Public TUtilities Califernie Corporation accuires the
properties of The Eollister Water Company it moy charge to Ifixed
capital acccounts and Account No. 9- Materisls and Supplies, the sum
of not exceeding $327,031.00, which charges shall be offset by the
f365000.00
ggee;:eeree 0T stock and & credit to the reserve for accrued depre-

ciztion of $62,031.00.
ORDZER

The Eollister Water Compeny having applied to the Railroad
Commission for permission to sell 1ts properties to Public Ttilities
Celifornia Corporation, and Public Utilities California Corporation
heving asked permission to accuire end operate sald properties and
issue $442,700.00 par value of Lts common capital stock, in commection
with the acquisition of said properties, o public hearing heving been
held before Examiner Fankhaouser, snd the Commission being of the
opinion tha? the trensfer of the properties should be authorized, sub-
jeet to the provisions of thls order, and that Public TUtilities Call-~
foraie Corporatlon should be pexmitted to lssue In commectlon with
the acquisition of such properties £265,000.00 par value of its common
capital stock, that the money, propérty or labo: to be procured or
peid for by the issue of such stock is reasonably required and thﬁt
the expenditures herein suthorized sre not in whole or im pert reason-
able chargeable to operating expenses or to income, and thet tiis
application, insofer as it iavolves the issue of £177,700.00 of stock

should be denled, ;herefore,

IT IS EZRSEY ORDERED as follqws;—

1. The Eollister Water Compeny mey transfer, on or before
November 1, 1829, to Publiq Utilities California Corporation, all
of its properties, more particulerly described in Exhibit wA™ filed
in this proceceding. o

-




o, Dublic Ttilities California Corporation mey accuire

. such properties and operate sSome, and issue in comnectlion with the
purchese of sald propertles, not exceeding §265,000.00 per value of
its common cepital stock. |

3. This epplicatlion insofar as it involves the lssue of
£177,700.00 of stock is demied without prejudice.

4. Public Utilities Californis Corporation, if it acquires
the properties of The Eollister Water Company, mey charge to its fixed
cepitel accounts and to ALccount No. 9=-Materials and supplies, the sum
of not exceeding {®27,031.00, which cherges shall be offset by the
5265,000.00 of stock herein suthorized to Dde issued, and & credit to
the rescrve for scerued depreciation of §62,051.00. If Dublic
Utilities California Corporation pays7fof the éroperties'of The Hol-
1ister Water Compery more then $265,000.00, it must charge the dif-
fereonce between the price paid and the 5265,000., to its corporate .
surplus account.

S. Public Utilitics California Corporation shall Iille
with the Commission, within sixty days after:acguiring the properties
roferred to hereinm, a certified copy of the Geed of conveyance under
which it ceguires and holds title to éaid properties, a statement
showing the exact date that 1t azcquired txe properties, and s report
or reports, as required by the Commission's General Order No. 24, .
which order, insofar ac applicdble, is made @ part of this o:dér.

6. Public Ttilities Californis Corporstion, withim

sixty days after scquiring the properties of The Hollister WateXx

Company, shell sudbmit to this Commission & copy of the book entries
recording the purchase of sald properties and the distridbution of

the purchase price to primary accounts.




7. Tho authorit& hoerein granted shall become effective

ten days after the date hereln.

r
DATED a2t San Fronelsco, California, this [ day of

Op i

////(L

Commissioners .




