
Decision No. _--:::2:..:::3:.;::3:::.,4;:.,1=--__ 

BE::'OP.E ':iXE RA.II.ROAD CO!&crSSION OF lie to: SUTZ OF Cl..LIFOENIA 

In the '~tter ot the Application or ~ 
SA.L~ ROSol WATER. 'ifO?AS, ) 

~ corporation7 tor an order author- )) 
iz1ng it to issue and sell stock tor 
the acquisi~1on ot pro~erty. ) 

Application No. 17038 

Albert ~. D1bblee a:ld Arthur H. Red,1ng"'vOn7 tor applicant. 

BY. THE CO~~tJO: SS ION: --
OPINION 

~e Railroad Co=n.!ss1on has been asked to make it~ 

ord.er author1Z!:o.g Santa Roze. ;;'8, ter Works to purchase the property end. 

assets formerly owned by ~e santa Rosa Water ~orks, a detunct cor-

poration, now owned by the stockholders ~ereo:, tor the sum ot 

~250,OOO_OO, subject to the lien ot a de~ ot tru~t in the a:ottnt o~ 

¢Z2,OOO.OO, and to issue aDd sell such n'lJl:.ber o~ shares ot it$ ca1'-

1 te.l stock as sb.ol.l e:l.a'bl~ it to realize a SU':l. su!t1e1ent to pay the 

purchase price ot said property and assets, not to exceed said su: 
ot $250,000.00; 

It appears that The Sante. Rose. 7.'"e. ter 7."o:-k::: vro.s orga:lize~ 

on or about :E"ebruary 27, 1673 and. U!lder the ter.:s ot its Jart1c1cs ot 

Inco~0:-at10:::. 1ts corporate enstenee expired on or abou't :February 27, 
1923. Prior to that date, procee~ings were hed and taken ~o~the . 

years tro: :E"ebruery 277 1923, ~1cll p=oeeed1~g~. howeve=~ were void 

because ot the provision o~ t~e constitution o~ the State ot Celirorn1e~ 



then in e~tect, prohibiting the extension ot the charter ot a quasi-

~e application snows that since February 27, 

1923 the present stockholders ot the detunct co~~rat1on or their 

pre~ececso=s in interest, ha~e been, and now are carrying on the 
bus~ess o~ said det~ct co~poration under its co=porate name, ~s a 

pUbliC utilit:r water ca.::.Pa:lY supplY1::e water in a:l.d about the City 

of Santa Rosa, acting u,on the bel1e~ that said corporation was still 

in eXiztenee by reason ot the atte:~ted extension ot its ~ryo:ate 

existence. 
Some time atter the expiration o~ the charter o~ the com-

~y, its ott1cers were edv~sed bj the Commission ot the ~:o~~sio=s 

of the constitution, es they then read, relat1:g to the extens10n ot 

corporate charters. Thereatter negotietions were ~tered i:to to~ 

the stile o't t:::'e prol'Crt1es. which 71ere not, hore~er,. concluded, e::le:. 
accoI"dingly, arrax:gements were :mc.de 'tor the organization ot a nlJw 

corpor~tion, Santa Rose Water ~orks, applicant herein, a~ tor the 

transfer 'to it o't the water ~roperties. In order to' ezteb11~ re-

cord title to the property and assets of the de~ct cor,oret1on, 
so that ~ valid title ttieht be ~anzrerred, the stoc~olders ot the 

old company instituted ~ pertit10n suit i~ the Superior Court o~ the 

State of Califo::::ie. in and to:: the County or SO:lOmA, entitled 1:!.al'k 

L. McDonald, et al, pla!.nt1!ts, vs. American Trust Compa:ty,. a cor-

por~ tion, et al, c.ei:'enda:::ts, No. 16098, Whicll was jo1:.ed in by all· . , 

the knowc stockholders represent~ 2,487.50 shares out ot' a total 

ot 2500 shares ot stock outstanding. 
On O~ about June 27, 1930, an interlocutory decree in ,ar-

t:!. tion in the action was entered, -::ne:re~n and whereby it was ad.judged 

e.ne. d.ecreed. that the tee s1:r.ple ti tle to all t"a.e reel. and. ,e:-so:oAl 

prope~ty and assets of every cbaracter a~~ description ot the detunct 
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corporation T.aS vested in the stoc~olders, subject to the li~ o~ a 

certain deed ot trust secur1:g ~ indebtedness ot $Z2,OOO.OO, with 

interest thereon, ond E. D.·Jones was a~?01nted as referee in per~1-

t10n with orders and directions to sell sucn properties. 

Santa Rosa Water ~orks was org~ized on or about October 13, 

1930, under the laws ot the State ot Calito=::.ie. With a:t e:o.tl:onzed 

capital stock ot $250,000.00, diV1~ed into 2500 shares or the par 

value ot *100.00 each, a!l co~o~. !t desires at this t~e to issue 

and'sell to the stockhol~e=s of said der~ct corporation its ent1:e 

authorized issue of 2500 sharC$ ot stock at pa=~ or at such other 

price as the CO:::m:ission w111 per::1t,. and. use the proceeds. to p'll:"C2le.~e 

the properties ~nd assets to=merly o~e~ by said defunct corporat1o~. 

'!'he a~unt ot stock p:-o:posed. to 'be iSS"e.ed. is eq,uc.l in the agg...~Bate 

amount to the stock tor.ne=ly issued by the now det".mct corporat1ol:.7 

so that ap:?arently in ef'::'ect the trensaction as here ~ro~sed Will 

result in the issue or sbares or the new corporation in lieu ot tbose 

1ssue~'by the old corporation. 
Regardless ot the te.c-: that the l'::"Oposed iS$ue ot stock by 

the new eorpo:-ation will :lot increc.se the total ee.:91 te.lize. tiOl:!. 0-: 

the properties, we believe that in the determination ot the issue 

presentee. here, the sa:o.e consideration' should be giVe:l to the various 

e1e~n ts entering into the procee'1ngs, as in other ::'l.a tters ot other 

applicants, hereto~ore p::e:::ented to the Co:n:n.1ss.ion involVing tho 

issue or securities tor the pu...j?ose or acqu1r1:lg :;>ropert1os, and t1:.a.t 

the same general policies should be tollowed by the Co~sz1on in 

making its decision. It theretore beca:e neces~ry, in our opinion, 

to inquire into the assets and liabilities, and earnings or the water 

5'1$ tem and propert,- ve.J.ues. 

~ere lle.s been tiled, as Exhibit No.4, a t1ne.:lc1al statement" 

as ot Jam:.ary l, 1931. Consid.ering the $250,.000.00 ot stock or t:b.e 
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... 

de.1"tulct cor!,ora tio::l a.s still outsta:ld1ng, the statement ot e.s:sets e:c.c. 
liabilities, set forth the=ein, e.ppears as t'ollow~: 

..lSS'ETS 
FIXED CA.PITJ..I.: 

~eal estate • .. .. .. .. .. .. .. .. .. .. .. 
Constructio: account ............ .. 
Peters sprine-lan~ ~~ e~1p=ent 
Reservoir tele~hone line • • .. .. .. .. 
Garage equipment • • • .. .. .. .. .. .. 
!I.e te =s and. eq.u1prn.en t .. • • .. .. .. .. 

Cash ••••••••••• ., •••••• 
Bond.s ow:c.ed • .. • • .. .. .. .. .. .. .. • .. • 
~coounts receivable .. .. .. • .. .. .. .. .. .. .. 
Office eQu1¥=ent ~ .. .. .. .. .. .. .. .. .. .. .. 
Other assets .. .. • .. • .. .. .. .. .. .. .. .. .. 
Un~ortized stock discount .. .. .. .. .. • .. 

$120,l83.76 
101,153.31 

:1.6,436.93 
580.54: 
400.00 

12,5S4.24 

TOTAL ~ ••••• _ •••••••••••••• 

L!A3I!.IT!:E:S 
Capital stock ........................... .. 
Notes paye. ble .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. • .. .. 
Consamers' advances .. .. .. .. • .. .. • .. .. .. .. .. .. .. 
Con~ers' de~osits .. .. .. .. • .. .. .. .. .. .. .. • .. .. 
Other 1temz (Option deposit) • .. .. .. • • • .. • .. .. 
DepreCiation reserve .. .. • • •. .. .. .. .. .. .. .. .. .. .. 
Surplus . • • . • . .. .. • • • • • • . . . .. • . . 

~OT4L tIABILI~IES ••••••••••••••• 

$251,338.78 
13,580.96 
1,000.00 
4:,O~6.29 

685.l7 
126.68 

67,000.00 
;C?~7 I ??'l.M 

~50,OOO.OO 
32,000.00 

595.50 
l71.l& 
250.00 

47, 75Z.11. 
6 7 908.11 

::~3'7 J ??7 .S8 

It will be obse=ved that the detunct corporat:1on had iss'C.ed 

$250,000.00 ot stock, again~t Which there was set up disco~t in the 

amount of $67,000.00, indicating net p:oceeds realized by the corpora-

tion ":.o.rough its stock iseue of ~lSZ, 000.00, e.:l e.::.ount equ1vele:c.t to 

73.2 percent or the par value o~ the stoe~ Such stoek was issued 

prior to the e~tect1ve date or the Public utilities Act. 

]"0:- the calendar years 1928, 1929' and 1930 the :::-evenue'z ~d. 

ex:;>ense~ of the water syste: have 'been :"e:p:>rtedas ~ollows: 

I'l'J!:M 1928 !929 193(5 
Operat1ne revenue. :~2~,9~3.S? · ~24,.&42.72. · *.$,850.12 . .. . · .. 
Opere. tine; expenses : 20 1 192.73 · 20 z125 .. 92 · 21,,---442.19 • . .. · ... 

l~et operating revemes :~ 4,740.84 .~ ~,5ic.80 .. ;;; 2,.~O7.93 -"II .. 
Nonoperating reve~es .. 343.95 .. 295.95 · 332.50 . • · - -G=oss corporate inco:e · ( ... ~ 5,084.79 · 4,81z.n)' - .0 ~z?40.43 .. ,.. .. · _!I 

DED'O'CT: 
Uncollectible "0" , 10!0' • f,. 110.29 · $ 16~.e9 · .... 197.02 ... -., -w .. · 'it 
!nterest· • · 2 2 240.65 · 2 1 240.00 · 1 1 701.23 .. .. .. ' ... , ..•. · · · 'rotal deduc"'10"" ..... 2 z351.14 · ~ 2 1 404.89 · .. la 898•8 :> III .. .", ••••••• v · · ~ 

Profit ~or year ••••••••••• :x 2z73:5.65 · .,;. 2 1407.86 · :iE 841.58 · ~ · 
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As to the oost or value or the properties there wa~ 1ntro-

euoed into the record as Exhibit No. :5 an inventory and app=aisal 

as of ~pri1 1, 1926, as tollows: 

Cozt of re~roduction new •••••••••••••• $414,237.63 
vti1ity orR service value as a going concern(baeed 

upon market price~ as of April l, 1926, ~th 
consideration given to accrued deterred main-
tenance) • • • • • • • • • • • .• • • • • • • •• 357,307.29 

Historical, or nor~ cost, at date or install~t1on 
unde~rec1ated • • • • • • • • • • • • • • • •• 229,286.83 

1:l Ilddi tion, Mr. J. P. Ove=ton, secretary tor the '7te.ter 
, 

system, te~t1tied that in his opinion the value of the prope~ties, 

1nclu~ng current and other essets end additions a::.e betterm~ts s~ce 

the date o~ the above mentioned appraisals~ ~ounted to $284,400.00p 

exclusive of any allow~ee tor going concern, water rights and s1=1la: 

intangible items. 

several eleme:lts of value tound by ~e A::eriean .clppraisal Company end 

'his general knor.ledge or the propert1e~. 

!':. I.. E. TorreY', e.n assistant e:::lg1n.eer e::ployed 'bY' t2::0e Co:z:.-

mission, in presenting ~ibit No.5, an appraisal ot the ~ropert1es 

as of Dece~ber 31, 1930, estimates the historical =eproduct1on cost 

o! the propertie= at $234,964.00 and the historieal T.o~roduction eost 

less deprec1e.t1on at $171,934.00. Ee incl ud.es land. at ·~resent 

market value. He submitted no figures chowtcg the. r~pro4uet1on oost 

new or the utility or service values ot the :;n:-o;pertie:f. 

~e do not believe that the cost t1gures sub~ttedor the 
ea~1ngs of the properties support a:l iss~e ot $250,000.00 o! stock, 
as here proposed. It has been the 1'Olicy of the Co:::niss1on in:~o.uth-

or1zing the issue or secu=ities to ecquire ,roperties, to consi'er 

the earni:lg~ of the properties and the original or historieal costs, 

including present values o~ land, and making allowance tor deprec1a-

t10n 'i'f.c.ere the properties are not new. Eere we have in t~e reeord, 

so tar as original or historical costs are concerned, balance sheet 
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tigcres or $251>338.78, an estimate as ot ~pr11 1, 1926 o~ :he 

American .Appraisal Company or $229, ZaG.83 and en est1::late sub-

::rl. tted by the Co:mnission" s ~ineerine; Depe.rt'.!l:.ent e.s 0-: !)eee::lbe~ 
31, 1930 of $234,964.00. 

'be slightly increased. in tho 1 t~'or o:-gan1zatio:c. and_,other in-

tangible capital. 
We believe that it Santa' 30sa ~ater 'ITorks acquires the 

properties to whiCh retere:ce is made here1n~ that it should not 

issue more than $179,500.00 or com:on stock and aS$~e .~ in~e~t

edness of not exceeding $32,865.66 in ~yment tor such properties. 

The se e.mow:. ts wer~ arrived at Co s :f' ollows : 

~st1mated historical cost ie~~ depreciation 
ot fixed capital ••••••••••• 

~ other assets as tollows: 
Cas.h • • • • • • • • • • • • • • • 
Bonds owned • • • • .. .. • • • • • 
.Accounts rece:t.vab-le • .. • .. • • 
Ott1ce equ1~ment • • • • • • • 
Other assets • • • • • .. • • • • 

To·t,al. •••••• ••••••• -
Liabilities to be as=ume~: 

Notes :payable • • • • • •• .. .. .. 
Consuoers' advances and depOSits 

~13,580.96 
1,000.00 
4,046.29 

08S.17 
126.68 

$32,000.00 
866 .. 56 

Balance ••••••••••••••• 

*175,000.00,::_ 

32,865.66-
:.;;i61,5?Z.44 

',' 

.Allo~...ng the 1.ssue or stock at approximately n1:lety :per 

" 

" 

II C',' 

cent ot par valu.e, a total amo'tl!l t 'Of $l79,500.00 Will be n~C&ssary 

to produce the above balance. 

Among the :p!'Opert1es to be acquired by 'the new co:'¥O:re.tion, 
':", , . ',' '''',>'. 

assuming the traxwact1o::l is eon~te', is a 'tr:::.:ch~.segre.nted by 

~lle Co::=1S31on bas never auth-

orized the exercise of the rights and pr1 vileges gra~t~ by the 

tre:eh1se nor bas it been furnished w1t~ a copy thereot. "He rete:-

the new corpore.t1on to the ter::.s and provisio::.z or Section 50 (~) 

ot the Publi c Utili t1es J..ct a.nd. suggest the. tit it acquires the 

aforesaid properties, an c.pp11ce.t1on to:- a ce;:otiticate to e:ce:-e1,se 

.. ' '. ,) 



franchise rights be tiled forthwith. 

ORDER 

Al'p1icat10n hav1ng been made to the Re.1lroad Co:c::.1 seion 

tor authority, as set torth in the preceeing op1n1o~, a public hea:-

ing hav!~ been held before Examiner Fankhauser and the Railroad 

COmmiss10n be~ng ot the opinion that the application Should bo 

granted, as here1n provided, and tbet the ~oney, pxoperty or labo~ 
to be proc"C.:"ed or pe,id tor by Santa Rose. "!rater "3'orb th:"ougll the 

issue ot $179,500.00 of stock is reasonably re~u1red tor the pur-

pose spec1t1ed here!n, which purpose is not, in whole 0::" in part, 

reasonably chargeable to operating expense or to 1ncoce, a~d that 

this application insotar as it involves the issue ot $70,500.00 ot 

stock, be dismisse~ without ~rejudice. 

IT IS EREBY' O?.D:E:?.ED, the t So.nte. RoSCI. Water Works be, Il:ld 

it is hereby, author1zed to purohase the prope=ties an~ aszets tor-

:lorly owned 'by Z.o.e Sa::lta. Rosa 'i7ater tIorks, e. I!etunct cor:pora tion,. 

and :lOW owned. by the stockhold.ers thereot, and that it sa1d Santa 

Rosa Water Works ac~uires said properties aDd assets, ~a1~ Santa 

Ecsa Water ~orks may ~ssume appro~tely ~2,866.66 ot 11ab!lities 

and issue and sell at ::lot less than ninety ~rcent o~ par value, 

$179,500.00 ~ar ve.1ue ot 1t:3 co::non capital stook tor the l'urpose 

ot pe.Y1ngtor such properties and. a.ssets. 

The authority herein grantee. is subject to the tollowi:tg· 
conca t ions: -

(1) It ap?lic~t acquires the properties and assets 

reterred to here1n~ it ~y charge to ~1xed 

capital ecco'=nts ~ot more than $238,030.00, 

as ot Je.x:.ue.ry 1, 1931, which ~all. be ottset 

in part, by a cre~1t ent~ ot $63,030.00 in 

its reserve tor accrued depreciation acoount. 
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(2) ~e authority herein s=e::~~ is not to 'be eo:o.-

s't:ued as d.eterrd:c.ing the v~ue o~ t:!le e.~o=e

said prope=tie$ :or the pu:?Ose o~ tiXing 

rates or nny purpose other ~~ this ~rans~er. 

(3) Applicant shall t:tle wit::' the Co::c:1szion W1thi:. 

sixty days atter the ~c~u1s1t1on ot the ~ro-

pert1es reterred to here~~ a copy ot the 

boo·k entries by which it records on its books 

ot account the ~urcha3e ot said properties 

and the distribution to ~r1ma.~ accou:ts. 

(4) Applicant Shall keep such reco~d 0: the 1~le of 

the stoek herein authorized ~d of the d1s,o-

s1 tion ot the proceed.s as will ellable it to 

rile, on or beto::-e the 25th d.ay ot each :o:c:t:!l 

a ve~1tied report, as re~uired by the Railroad 

Co~ission's General Ord.er No. 24, wtiCh o=der 

order. 

(5) Thd authority he=e!n gre:ted. will 'become ettec,t1:ve 

ten (10) days trom the date hereo!. Under 
ouch authority no stock ~y be issued ~b~

'.i,uent to June 30, 1931. 

!T IS z.E..-qzgy ~\;':\TEER. 03DERZO, the t this e.pplice.t1on 1nsorer 

as it involves the issue ot $70,500.00 or stoc~ be~ ane tho $~e is 

hereby, dismissed without prejudice. 

D~ at San ]':rancisco,. Cal1torn1e~ this 

Je.n\lary ~ 1931. 

e- CO='1sSio:lel"s~ 


