
Jecision No. ~~") ~ ~1. 7 

In the lto.tter o~ the Application of ) 
T}::J::; EOI.!.IS'l'£R '.;:x:r~ COMP .. WY, } 

a corporat1on, for per.miss1on to sell ) 
its water Syst~. to Public Utilities ) 
Calif'ol'n1a Corporation, 0. corporation, ) 
~nd ot said ~b11c Utilities California ) 
Corporation to ac~uire and operate said ) 
system and to issue ~442,700.00 par )lpp11cat1on No. 
value of its ca~1tal stock in connection) 
with the acquisition thereot. } 

15625 

Orrick, PdLmer and Dahlqu1st, by Hillyer Brown, 
for Public Utilities California Corporation. 

A. N. Runnels, for The Hol11ster Water Company. 

BY TEE COranSSI OI~: 

OPINION 

In this proceed1ng the Railroad Commission is asked to 

approve the transfer of the properties ot The Hollister Water Com~any 

to Pub11c Uti11ties Callfor~1a Corporat1on, and the ac~u1s1tion and 

operation of said ~ropert1es by sa1d Public Utilit1es Californ1a 

Corporation. It is also asked to authorize Pub11c Uti11t1es 0$11-

torn1a Corporation to issue $4{2,700.00 par value ot its common cap-

1tal stock, 1n connect1on with the acqu1sition ot the aforesaid 

propert1es. 

The Hollister ITater Co~pany was organized. on or about 

june 6, 1885. The company 1s engaged in the distribut10n ot water 

to the inhabitants of Hollister and vic1n1ty. ~s ot December 31, 
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1928 it reports its assets e..nd lia.bilities as !ollows;-

ASSZTS: 
Fixed capital • • • • • • •••••• 
Cash and de:posi ts • • • • • • • • '"' .. • • 
.Ace oun ts re cei vable • • • • • • • • • • • 
:.:at6l'ials e.nd supplies • • • • • • • • • 
Prepay:llen ts .. • • .. • • • • .. .. • .. • • .. 
Discount on stock • • • • • .. • .. • • • • 

LlAB II.ITIES: 
. Cap1 tal stock • • • • • • • • • • • • • 
Notes payable • • .. .. • • • .. .. .. .. .. .. 
Aceou:lts pcYable • • • • • • • • • • • 
Recerve tor depreciation • • • • ..... 
Other reserves • • .. .. • .. ~ • .. .. • • 
Surplus . . . . . . . . . . . . . . . . 

. Total. •• • ' ........ . 

.(,387 .705.33 
1,749.81 
2,857.70 
8J335.~9 

150.94 
3,7,151.34 

**37,951_51 

~;lOO,OOO.OO 
,36,000.00 

1,337.52 
94,850.92 

873.04 
205,090.03 

:;;A:~7 , ~gi .51 t:Iiii _ 

The operating revenues and expenses and other income and 

~collectible bills and the amount available tor interest, dividends 

and surplus, as well as the number of consumers ot The Hollister 

-::ater Co:m:pany, for the three yeel'S ending December 31, 1928, b.o.ve 

been reported as follows;-

. . · · ITm! : 1926 • 1927 : 1928 
Operating,revenues • •• : ~~5,98~.~9 ;v3~,225.25: v~5,6~.07 
Operating e~enses • • • ~: ...... ~2~0.,0~5~5~.~35~~:~2~1~,4~7~3~.~8~7~: __ ~2~Z~a8~34~._4~1~ __ 
Net o:;>erating revenue •• : 16,928.04 : r~,7;)2.28: i2,803.66 
Nonopel'a ting revenue •• :_or-.o~58~.;..:7~O:-..;;:--"""."....~64,;;-....;;.;4"3~:~~_2,.:o1~. O~3ii-_ 
G~oss co~po~ate income : 10,986.74 : 1$,$10.81: 12,824.69 
LESS uncollectible bills .:,: __ ......;:;9.;;5..;:..:.1.;.O--:::..-_.;;;1.;;.31::;;..:;.;.3;;.;O~:~_....;1;;;.;6;;.,;9;..;:.:..;;4;.;;.5 __ 
Amount ~v~i1able tol' in- : 

tel'est,dividends ~d sur~: 
plus ••••••••••••••••••••• : ';;16,891.64 

Number or conswmers •••••• 

· · · · · . · . 
:;::13,585.51 : $12 .655.,24 

· · 1,242 · · 1,257 

Exhibit "An shows that The Hollister ~ater Company has agreed 
.. 

to sell its propert1ee as of Dec~ber 31, 1927 to ~. B. Foshay Com-

pany, 1ts successors or assigns, tor ~295,000.OO p~us the cost o~'addi

tions and betterments installed from Dee~ber 31, ~927 to the date of 

the transter of the properties. The Hollister Water Company has 

agreed to sell allot its propeTties, business and rights, including 
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• 
all real ?ro~erty or any interest therein, distribut10n syst~J pl~ts, 

maoh1nery, equ1p~ent, materials, m~rChend1se, rights, prtvileges, con

tracts, easements, business ~nd good w1ll, and all other property, tan

gible or intangible. for~ng a part ot, or used 1n connection with, 

such water wor~s and system. including aocounts and bills receivable 

~t the date or transfer. The properties are to be transterred tree 

and clear ot all liens, encumbrances, debts or liabilities. 

:1. B. ]'oshay Company in turn has agreed. J accord.ing· to ZXllibi t 

~", to sell allot the atoresaid properties, except cash, bills and 

accounts receivable, to the Pub11c Ut1l1t1es CalitorniaCorpcrat1on, 

tor $442,700.00 par value of common capital stock. The latter company 

1s to pay the former tor all materials and supplies at cost or· market, 

whichever is less. 

The Public Utilities Ca11forn1a Corporat1on has also agreed 

to pes 'H. B. Foshay Company a tU!'ther amount which 'will be equal to 

the actu~l amount expended for add1t1ons end betterments to such pro

pert1es from Deoember 31, 1927, to the date of the transfer of the 

propert1es, except the cos~ or such additions and betterments 1nstelled 

since December 31, 1927, wh1ch have been 1ncluded in the appraisal of 

The Loveland Engineers, Inc., dated October 31, 1928. The ?ubl1c 

Utilities Calitorn1a Corporation has ~greed to as~e ell the obli

gations of The EoU1ster Water Company tor the furnishing or water 

serv1oe. 

We believe that all the properties which The Hollister 

jater Company has agreed to sell to ~.B.Foshay Company" its successors 

and o.~s1gns, should, if sold at all, be sold. to Pub11c Utilit1es 

Ccl1i'ornia Corporat10n.. The"3.:S. Foshay Company is a foreign cor

poration and we are therefore precluded trom author1z1ng.the transfer 

or any p~blic utility properties to that oorporation. 
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In Exhibit ~C~ The Love~and Zngineers, Inc. report the 

est1mated re,roduction cost new 01" the :properties or The Eo1lister 

~ater Company as or October 31, 1928; the est~ted reproductlan 

cozt new less depreCiation, as well es the esttmated original cost 

new and sink1ne tund accumulQt10n ot the properties as 01" the ~e 

date, as tOllows;-

ITEM 

Physical pro~ert1es, 
including materials 
and supplies •••••••• 

Orsan1zation end Dre-

::keprod
:uct1011 
:Cost 
· · · · · · .. .. 
· '-'45" 61" 0'1( ... , .... -, .. . 

: Reprod- : 
: uotion : 
: Cost Less: 
: De2'recia-; 
: tion : 
· · · .. 

OrlgiOaI : $iliking 
:Fund j.c-

Cost : cUlllula~ 
:tion 
· · : · . . · . .. 

:$381,676. :$336,689. :~ 45,790. .. ... · · . · · . 
l1:m1nary expense ....... : 2,500. : 2,500,.: 2,500.: 

.A.c:j,u1si tion 0-:: lands: 615.: 615. : 615,. : 
;,'ater rights .......... : 30,000. : :30,000.: 30,000.': 
Coine; concern value......: 38 lOOO.. : 38 ,000:.: 38,000.. 

T O'l'AL.: .. • • .. .. • .. .. .. .. .. .. •• ~: ':':'it(~b-;:::.::-:'i"~..c.,;;;-7 ... ~.,> 7';""';;". -:~;;4~' :"':',bi!o;i' 2!:-.'";i?:rj,9~1...:;.---:"-$i"T'JII:O .. " .... ~?44~-. -:"'":i''':''''' -:41"'!'.5~,..,7"'9~O\""'.-

"',r ~II' "".o't..... 'C' III'. ~. J.';.,i. .l.),jj"y, .Q.. B. Robbins and P. E. HarxroWl, assist~t 

engineers to~ the Commiss10n, submitted testimony in which they report 

the estimated original cost or the properties as of October 31, 1£'26 

and s~ch cost deprec1~ted on a five percent sinking fund b~s18 ~,as ,. 

l"ollows;-

~a:eible cepital including ma
terials and supplies •••••••••••• 
Int~g1ble capital-organization 

-water :rights 
Sub-total •••.•...... 

Nonoperative property ........... . 

:~$~:Ml'~ OP.IGIi'tAJ::J,:;Slr'~lW o:,lOl1-aL 
: COST .. : COST DEPRECIATED 
· · · · ~Z{9,574~ · C310,086. · · · : 2,000. · 2,500. · · 5,850. : 5 ,850.· · "$-8 436 · v~.o7,§~. v J. ,. • · .. . 4,737. · 3,218. · · · ;,..;323 ,f73. · jJ;26I,142_ · · _________________ T_o_t_al __ ._._ •• ~.~ .. ~.~.~.~.~.~.~==~============================= 

~o stated abo~e, 'both or the appraisals are as of October 31, 

lS2S. The no11ister W~ter Company, however, is to rece1ve tor its 

~:roperties 0295,000.00 as the s~c existed on December 31, 1927. 
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SUbsequent to the hearing appllcents riled a stutement showing that 

'l'he Loveland Eng1neers, !nc. in their E..-mibi t "e" 1nclud.ed (:21,970. 

as representing the cost of additions and betterments 1nstalled from 

Junuary 1, 1928 to October Zl, 1928. In cons1dering the value ot 

t~0 properties to be tr~sferred, we will consider 'such properties as 

0: October 31, 1928. !t hereafter the Public Ut1lities Ca11forn1a 

Corporation files ~ a~p11c~t10n to f1n~ce the cost of additions 

a~d Jetter~ents, we will consider only the cost of additions and 

betterments installed subsequent to October Zl, 1928. 

The Commission believes that it should c.dhere to 1ts policy 

ot basing the ~ount of stock which Pub11c Utilities Californ1a Cor

poration mlsht issue on the historical cost of the properties,depre-
including present value of land. 

elated, The evidence 'shOWS th=.t the report of The Loveland Eng1-

neers, Inc. is incorrect in that the cost of two wells has been 

om1tted, 1n that one parcel of land is reported as contain1ns 1~.12 

-acres, whereas it contains but one acre, ln that it assumes !~ll 

ownership of a telephone line, whereas The Hollister ~ater Company 

has only a half interest, and further, .. ' ,j it assumes th~t all meters 

'are enclosed in concrete meter boxes, which is not a fact. l'here 

is ~lso some difference between the overhead costs used by The Loveland 

Engineers, Inc. and the Commission engineers. 

Coming to the matter 01' going concern value e.nd value ot 

v/ater rights. The Loveland Zng1neers, Inc. alleged a going concern 

value of $38,000.00. The Commission's engineers submitted no estimate 

ot going concern. The Commiss10n has repeatedly held that it will 

not permit th;~ ca:.91talizat10n of an alleged golng concern value. 

~here is nothing in the record which c~uses the Commission to depart 

from its announced and well established policy in this regard. 
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Fo= ·~ter rights, The Lovel~nd Engineers, Inc. report a 

value of $30,000.00, which seems to rest pr1:maJ:'ily upon the tact that 

during 1927 approximately eighty-tour mill10n gallons of water were 

produced at the Grass Valley ~rod~ction works of The Hollister Water 

Company. This is eG,uivc.lent to 235,000 gallons eo day. The 

testi~ony of P. Z. liarrouc shows th~t such rights as the company may 

have to take water at Crass Valley are conditional rights. Moreover, 

it has not been estc.blished. that the q,ue.:c.t1 ty or water dra.wn nom that 

source in 1927 is a s~fe yield. The water level at Grass Valley has 

been tal11ng.~ , At one time the wells flowed by gravity, wh1lenow 

they have to be :p~ped. The supply from that source 1s such tha~ 

during 1928 the company drilled a well in Hollister and 1s now ootain

ing a ,substantial supply or water tro~ such well. iThether it 1s econ

omical to maintain the transnission line to Gr~ss Valley 1s a ~uestion 

that should have been, but was not, considered in this connection. 

The evidence does not support Co 830,000.00 value tor water rights. 

We Will, tor the purpose of this proceedtng, allow ~5,850.00 which, 

according to the test~ony of P. E. Harroun, re~resents the cost of 

acquiring such rights as The Eollister Water CODl.:9any:ro.ay have, to 

take water at Grass Valley and other places. 

The order herein will authorize the transter or the ~ro]Brties 

upon the condition that 0.11 the properties wh1ch The Hol11ster Water 

Company h~s ~r0ed to sell to ~. B. Foshay Com~any, its suooessors and 

aSSigns, are sold to Public Utilities California Corporation. In 

oonnection with the purchase of such properties, as they existed on 

October 31, 1928, the order herein 'Will authorize the issue or ~;265 ,000 •. 

of stock. It the com:9any pays more than *265,000.00 for the proper-

ties, it ~ust oharge the difference between the $265,000.00 and the 

price paid to its oorporate surplus accounts. 
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• , • 
!t PUblic Utilities Calitornia Corpor~tion ~c~uires the 

~roperties ot The Hollister Water Company it may charge to fixed 

capital ~ccounts and Account No. 9- N~ter1als and Supplies, the sum 

liP 
," or not exceeding :i;327 ,031.00, which charSes shall be ot:tset by the 

#('1"'/ ~,.~ 000,00 
~ vi ~e~;so~.o~ or stock and e. credit to the reserve tor accrued depre-. ~ 

The Hollister ~ater Company having applied to, the Railroad 

Commission tor per.miss1on to sell its properties to Public Utilities 

California Corporation, and Public Utilities California Corporation 

hQv1ng asked per.miss1on to ac~u1re ~nd oper~te said properties and 

issue $442,700.00 per value of its common capital stoCk, in conne~tion 

with the acquisition of said properties, a public hearing having been 

held betore E.~iner Faru~~cuser, ~d the Commission being ot the 

opinion that the" transter ot the properties should be authorized. sub

ject to the provisions ot this order, and that Pub11c Uti11ties Ca11-

fornia Corporation should oe per.m1tted to issue in connection with 
• 

the ac~uis1tion ot such properties $~65,000.00 par value ot its common 

cap~t~l stock, that the money, ~roperty or labor to be procured or 

p~id tor by the issue of such stock is reasonably re~uired and that 

the ex?enditures herein authorize~ are not in whole o~ in ~art reason

~ble charge~ble to opercting ex~enses or to income, and that this 

a,plicat1on, insofar as 1t involves the issue or ~177 ,700.·00 or stock 

should be denied, therefore, 

IT :s ~~y ORDERED as tollows;-

1. The Eol11ster ~~tcr Company may transfer, on or betore 

November 1, 1929, to Public Utilities California Corporation, all 

of its properties, more iparticularly described in Exhibit "A" filed 

in this proceeding. 
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Puo11c Ut1lities C~11fornia Corporation may ac~u1re 

such properties and operate seme, ~nd issue in connectlcn with the 

purch~se ot said properties, not exceeding ~265,OOO.OO par value of 
" 

its eomoon capital stock. 

'z. This' a~plication insofar as it involves the issue o~ 

$177,700.00 of stock is denied without prejudice. 

4. Public Utilities California Corporation, if it uc~u1res 

the properties ot The Hollister 7iater Company, may charge to its fixed 

capi tal accounts and to .Account No. 9-!V!s.terials and supplies, the sum. 

of not exceed1ng $327,031.00, which ch~ges shall be or~set by the 

~;265 ,000 .. CO of stock herein author1z.ed to be 1ssued, o.ncl a credit to 

the ~eserve tor' ~ccrued deprec1ation ot $62,031.00. It Public 

Utilities California Corporat1on pays 'for the properties ot The Hol

lister Water Comnany more than $255,000.00, it must charge the dif

ference between the price :paid and the ;:)265,000.. t 0 its corporate -

surplus account. 

5. Pub11c Utilities California Corporation Shall tile 

wi th the CommiSSion, \,;i thin sixty days u1'ter~. e.c~uir1ng the propert1es 

referred to herein, a certified copy ot the deed 01' conveyance under 

which it ac~uires and holds title to said properties, a statement 

showing the exact date that it ~c~uired the propert1es, and a report 

or reports, as re~uired by the Commission's General Order No. 24, 

which order, insofar eo e:pplicable, is mude a part ot this order. 

6. Public ~ti11ties Calitornia Corporation, within 

sixty days atter ac~uiring the properties ot The Hollister Water 

Company, shall submit to this Commission a copy of the book entr1es 

recording the purchase of said properties and the distribution or 

the p~chase price to primary accounts. 

0-. 
""""1'-



- • 
7. The authol' 1 ty herein gl'o.nted shall become effective 

• 
ten days after the d~te he=ein. 

:JATED at 

~, 1929. 

t-t-
S~n Fr~nc1sco, Cclifornia, this I d~y or 

L· 
Commissioners. 


