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BEFORE TEE RAILROAD COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of )

IR JONES and SELMA X.JONES )
to sell the water system known as  .)
Elk Grove Water Company to Pudblic )
Utilities California Corporation, )
and of Public Utilities California )
Corporation to acquire and operate .. )Application No. 13892
said water system and to issue Forty-)
two Thousand Dollars ($42,000.00) )
par valus of its capital stock in )
connection with the acquisition of )
said water system. )

Orrick, Palmer and Dehlquist, by R. W. Palmer
and J. M. Jacodbs, for Public Utilities
California Corporation.

Ira Jones, in proprisa persona.

BY TEE COMMISSION:

CPINION

In this application the Railroad Commission is asked to
enter its order approving the transfer of the properties of Ira
Jones and Selma XK. Jones, operated under the xame of Elk Grove Water
Company, to Public Utilities California Corporatiom, the acquisition
and operation of sald propertlies by said Public Utilities California
Corporation, and euthorizing Public Utilities Californla Corporation
to issue $42,000,00 par value of its common capital stock in connec-
tion with the acquisition of sald properties.

It appears from Exbibit "Aﬁ.thgt under date of January
22, 1929, the owners of Elk Grove Tater Company grented to W. B.Foshay
Compeny an exclusive right and option to purchase sald propdrtiei Tor




$42,000.00. - Paragraph five of the option reads, in part, as
followss~
Tt is understood that you (W.B.Foshay Company)
shall be under no obligation whatsoever to purchase
said property in the event the Public Service Commission
shall mot allow securities in the amount of al leas?t
Forty-two Thousand ($42,000.00) Dollers and the cost

of the exeminations,toc be issued.in comsideration for
the transfer of said properties.”

From Exhibit "B, it appears that W. B. Foshey COe, BUGCESSOT
to W. B. Foshay Com@anf, has agreed to sell to Public Utilities Cali-
rornis Corporation ™all of the properties, except cash and bills and
accounts receivable, of said Elk Grove Water Company, free and cleax
of all liens and encumbrances, excepi current taxes¥XINKFXEfor and in
consideration of 420 sbares of fully paid common stock”  of Public
Utilities Celifornia Corporation. The Public Utilities California
Corporation sgrees to join in an application for permisaidn t0 acquire
said properties and Yo issue 1its capital stock in payment therelor.

Tn the event the Commission shall approve the acquisition of the pro=
perties and shall autborize the issuance of a lesser number of shares
of capital stock than the pumber herein specified, W. B. Foshay Co.
may, at its option, accept said lesser number of shares as full con=
sideration for said properties. There 1s 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 for the properties of the
Elk Grove Watpr Company in the evént the Commission does not authorize
the issue of that amount of stock.

At the hearing had on this application, The Loveland Engi~
neers, Inc. submitted testimony which shows thatl in their opinién the
reproduction cost new of the properties of the Elk Grove Water Company,
as of Jenuary 31, 1929, was $44,412.00, the reproduction cost new less
depreciation $33,688.00, the estimated original cost new, 1ncludin3
present value of land, $37,162.00, and the estimated original cost

new less depreciation $29,559.00. All of these figures include
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an allowance of $4,000.00 for going concern value. Mr. W. M. McKay,
an assistant engimeer for the Commission, testiffed that in his opinion
the historical cost nmew of the properties wes §$30,853.00 and the repro-
duction cost new less depreciation $23,197.00. His estimates include
10 allowance for going concern value.

' In Exhibit ome applicants estimate the net income of the Elk
Grove Weter Company properties for the period ending December 31,1930

ot $2,047.87. In axriving at this net income, en allowanse of $147.35

was made for depreclation.

The evidence submitted does not warrant the Commission to
authorize the Public Utilities California Corporation to issue §42,000.
per velue of its common capital stock in connoctionvwith the puichaso
of the Elk Grpve Water Company propexrties. As stated, there is
nothing in the record to indicate that the tramsection will Dbe con-
summated in the event the Commission authorizes a lesser amount of
stock. Without any such assurance, it seems to us that any.order
authorizing the transfer of the éroperties and fixing the amount of
stock which Public Utilities Califormia Corporation might issve in
payment therefor is an idle act.

Upon the receipt of an application by the legal or equitable
owner of public utility properties for permission to transfer the
same and to re-finance saild properties by the purchaser, the Commi g~
sion usually determines the ¢ost or value of said properties. But,
to determine guch cost or value upon request of sapplicants, one of whom
holds a mere option to purchase, as in this instance, would, in effect,
be rendering a declaratory opinion as to the ¢cost or value of the pro-
perties which the holdexr of the option can use as a basis for new
negotiations. Suoh e burden should not properky de imposed upon
the Commission. This %eing the case, we believe there is no justi-
fication for the Commission to devote any further time t0 the consid-
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eration of the evidence submitted and that this epplication should be
dismissed without prejudice.

ORDER

Ira Jones and Selma K. Jones having asked permission %o gell
aﬁd transfer their public utility water propertios opgrated under the
pame of the Elk Grove Water Company to Pudblic Utilities California Cor-
poration and said corporation having asked authority to acquire and
operate said properties and issue $42,000.00 paxr value of lits common
capital stock in payment for sgid properties, a public hearing having
been held before Exeminer Fenkheuser, end the Commission.hatmng con-
sidered the evidence and record in this proceeding and being of the
opinion thet, for the reason recited in the foregoing opinion, this
application should be dismissed without prejudice, therefore,

TT IS EEREEY ORDERED that this application bde, and the seme
is heredby, dismissed witbout prejudice.

I7 IS EEREEY FURTEER ORDERED that this order shall become
effective ten days after the date nereot.

DATED at Sen Francisco, Californis, this #ﬁ day of
October, 1929+
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Commissioners.




