
Decision No • ...;:_)_1_~_~_~;_, (_), __ • 

In the Matter ot the Application ot ) 
~ JONES and SELMA. K. JONES ) 

to sell the water system. known as . ) 
Elk Grove Water Company to Publi0 ) 
Utilities cal1fornia Corporation, ,) 
and ot Public Utilities California ) 
Co:r'poration to acquire and operate .'~. )A.pplication No. 15892 
said water syst~·and to 1ssue Forty-) 
two Thousand Dollal's ($42,000.00) ) 
~ar value or its capital stock in ) 
oonnection wi tb. the acq~.isi tion ot ) 
said water system. ) 

Orrick, PeJ.mer and Dehlquist, by R. W. Palmer 
and :r. M. Jaoobs, tor Public Utilities 
California Corporation. 

Ira Jones, in propria persona. 

BY ~ COMMISSION: 

OPINION 

In this application the Railroad Commission i8 aSked to 

enter its order approving the transfer or the properties ot Ira 

Jones and Selma K. Jones, operated under the name ot Elk Grove Water 

Company, to Publi0 Utilities Calitornia Corporation, the acquisit10n 

and operation or said properties by said Public Utilities calitornia 

Corporation, and authorizing Public Utilities Calitornia Corporation 

to issue $42,000.00 par value or its common capital stock in connec­

tion with the acquisition ot said properties. 

It appears trom Exhibit "AW that under date ot January 

22, 1929, the owners ot Elk Grove Water Company gre.nted to W. B.Foehay 

Company 8ll exclusive right and option to purohase said pro:.,ert1ea tor 
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$42,000.00. Paragraph rive of the option reads, 1n part, a8 

tollow8;-

~It is understood that you (W.B.FoshaY Com~an7) 
shall be under no obligation whatsoever to purchase 
said property in the event the Public Service Commission 
shall not allow securities 1n the amount of at least 
Forty-two Thousand ($42,000.00) Dollars and the cost 
of the examinat1ons, to be issued .,in cons1derat1on to~ 
the transfer of said propert1es.~ 

From Exh1b 1 t "B", it appears that W. B. Foshay Co., 8uccessor 

to W. B. Fosb.e.,. Company, has asreed to sell to Public Ut11i ties Cali­

torn1~ Corporation "allot the ~ropertie8, except caSh ~d bills and 

accounts receivable, ot said Elk Grove Water CompallY, t:ree and clear 

ot all liens and encumbr8.llces, except cu:rent te.xes********tor and ill 

consideration ot 420 shares ot tully paid cammon stook" ot Public 
-

Utilities California Corporation. The Publio Utilities california 

Corporation agrees to join in an applioat1on for per.m1sSion to aoquire 

said properties and to issue its capital stock 1n payment theretor. 

In the ,event the Commission shall approve the aoquisition ot the pro­

perties and shall authorize the issuance ot a lesser num.'ber of share. 

ot capital stock than the number herein specitied, W. B. Foshay Co. 

may, at its option, acoept said lesser number of shares as tull con­

sideration tor sa1d propert1es. There is nothing, however,. in the 

record to indicate that, either the Public Utilities California Corpora­

tion or W.B.FoshaY Co. woUld pay $42,000.00 tor the properties ot the 

Elk Grove Water Company in the event the Commiss1on does not authorize 

the issue or that amount of stook. 

At the hearing had on this applioation, The Loveland Eng1-

neers, Inc. submitted testtmony wh1ch shows that in their opln1on the 

reproduotion cost new or the properties or the Elk GrOTe Water Company, 
. . 

as 01' January 31, 1929, was $44,412.00, the reproduction cost new less 

depreciation $33,688.00, the estimated original cost new, 1nclud1ng 

present value or land, $37,162.00, and the estimated original cost 

new less depreoiat10n $29,559.00'. Allor these t1gures 1nolude 
2-



an allowance ot $4,000.00 tor going concern value. Mr. W. M. MoKay, 

an assistant engineer tor the COmmisSion, testified that in his op1n1on 

the historical cost new ot the properties was $30,853.00 and the repro-

duct10n cost new less deprec1ation $23,197.00. H1s est1mates include 

no allowance for going oonoern value. 

In Exhibit one applicants estimate the net income ot the Elk 

Grove Water Company properties tor the per10d ending Dec~ber 31,1930 

~ $2,047.87. In arriving at this net income, an allowanoe of $147.35 

was made tor depreciation. 

The evidenoe submitted does not warrant the Commission to 

authorize the Public Utilities Calitorn1a Corporat1on to issue $42,000. 

par value of its oommon oapital stock in oonnect1on with the purchase 

ot the Elk Grove Water Company propert1es. As stated, there is 

nothing 1n the record to indicate that the transaction Will be con­

summated 1n the event the Commission authorizes a le/ssar amount ot 
stoc k. Wi thou.t e.ny such assuranoe, 1 t seems to us the. t any".;order 

authorizing the transter or the properties and fixing the amount or 

stock which Public Utilities Calitornia Corporation might 1ssue in 

p&1ment theretor is an idle act. 

Upon the receipt ot e.n application by the legal or equitable 

owner ot publiC utility properties tor permission to transfer the 

s~e and to re-tinance said propert1ea by the purchaser, the Commis­

sion usually determines the cost or value ot said properties. But, 

to determine such cost or value upon request otapplicanta. one ot whom 

holds a mere option to purcbase, as in this instance, would, in effect, 

be rendertng a declaratory o~inion as to the cost or value ot the pro­

perties which the holder ot the option can use as a basis tor new 

negotiations. Suoh e, burden should not properly be :1Jnpoaed upon 

the Comm1ss ion. 'rh1s being ~e case, we b el1eve there is no just1-

tieation tor tbe Comm.1ssion to devote e:ny tul'ther t1m.e to the cons1d-



erat10n ot the evidenoe submitted and that this appl1oat1on should be 

dismissed without prejudioe. 

ORDER 

Ira Jones and Selma. K. Jonee having asked permission to sell 

and transfer their public ut1~ity water propert1es operated under the 

name or the Elk Grove Water Company to Pub~i0 Utilities'Calitorn1a Cor­

poration and said oorporation having aSked authority to aoquire and 

operate said properties and issue $42,000.00 par value or its oommon 

capital stock in payment tor said propert1es, a public hear1ng having 

been held before Exe.m.1ner FexU:hauser, and. the Commission ha:~ con­

sidered the evidenoe and record in this proceeding and being of the 

opinion that, tor the reason reoited in the foreg01ng opinion, this 

applioation Should be dismissed w1thout prejudioe, therefore, 

IT IS HEREBY ORDERED that this ~p~11oat1on be, and the same 

is hereby, ~1snissed without prejud1ce. 

IT IS HEREBY FURTlm ORDERED the. t th1 s order sho.ll beC:D me 

ettect1ve ~~ days atter the date hereof. 

DAXED at San Frano1sco, Call1'orn1&, this ij..4f. day of 

October, 192~. 

Comm1ss1oners. 


