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Decision No. ~ ""'"’ ,F\ ZRWA’
\Wuu‘uu N LL

SEFORZE TEE RAILROAD COMMISSION OF TEE
STATE OF CALIPORIA

B Z*g;‘;}“oN uo)s}oa(i

In the mattor of the applicatiorn

of ZUNTINCTON BEACE CQIPANY to

gell its wator plant and system Application
to EUNTINGTON BEACE WATER COM-
PANY, and of Euntinpton Beach No. 2375.
Water Company %o issue stocke.

S. P. Macfarlane for applicant.
A. P. Nelson Lor City of Euwnt~-
ington Beack.

IV TEE COMMISSION.

Thie is an application o2 Huntiagton Beach
Company Zor authority to cell its wator utility bue~
{nose in Funtington Beack, Oranpe Cownty, to a now
corporation to be knowm ag Euntiagion Boach Wator

Company. Tho latter company aske Zor authority to

1esue stock in exchanpe for said ypropertios.




L nesring in This matter was held at Eunt-~

ington Bea.c'f:x oo Septomber L, 19L&, before Examiner
Zocell, at which time E. L. Heffnoer, vice-preosident
and manager of Euntizgion Beach Company, Testified
a8 TO The roasons for the gopplication and gave o gon-
exral description of the property.

Huntington Bescn compaby wae incorporated
under-tae laws of the State of California on May 4,
1903, prizmuarily for the purpose of acquiring and mar-
keting a lerge tract of land in Euatington Beack,
Orange Comnty. In commection with its other business
it operates a water plant and systexr supplying water
to approximetely 780 consumers. The pipe systen con-
sigte of aporoximately 20 miles ¢of maeinz whick cover
genorally the various tracts of land developed for
residential purposes by Zmntington Beach Company.
Water is secured from wells near towa and storage o2
sligatly over l,'OO0,000 gallons is available in a
reservoir located on & hill adout one and one-hal?
niles Lrom toe center of tom.

The water systen within the city limits of
Euatington Beach is oporatod wnder & comstitutional
franchise. Oporatioas outside the nunicipality ere
conducted wnder a franchise £from the County of Orange.
Tae cost of the latter Lranchise ig represented to
have veon the sux of EZighty Dollars.

Tn Decizion No. 1730, dated August 14, 1914,
(Volume 5, Opinions and Orders of the Railroad Commis-




mission of California, vage 237} the Coxmission pase-
ed upon the water rates of %he Euntington Beazch Com-
Pany. This matter was brought before the Commission
on the complaint of the City of Zuntington Beach
(Cege No. 480) and upon the spwlication of‘Eunmingtoﬁ
Beacn Company for authority to raise its water rates
(Lpplication ZTo. 791).

At thet hesrinag the company preccnted u
valuwation made by P. E. Earrowa, pﬁrporting to show
a present value of $80,815. for its water proPerties:
At the same time the c¢ity presontod =2 valuation medo
b7 Z. C. Zollogg showing & precent voalue for +he same
properties of £54,056. The difference between the
two valuationz lay largely in the estimate of pipe

leying and in the inclusion by one and the exclusion

Yy the other of service connections and in the inad-
‘wertentomission of some items by the engincer employ-
ed by the Clty of Euntingtor Beach.

In its decision the Commission celled at-
tention to the faet that this system was chstructed
over a widely and sparsely settled territory and
held that the entire cost of cueh construction should
not be charged against the present consumers. The
Commission, Therefore, allowed & return upon sprroxi~
metely one-third of the plant cost as determined By
applicant’s engineer, Or upon the sum of $26,938.

The earnings of Zuwntington Beach Company’s

wator systen a2 reported to the Commission for the




Yoars ending Deconber 3L, 1913, 1914 and 1915 are as
follows:

1913 1914 1915

Operating rovenuos eeeceed 6,855.26 $ 8,510.58 $10,354.34
Operating OXPensss eeseee 18,617.19 15,706.91 11,175.63

Net 0perating 10S8 seeseaedll,781.93 & 7,196.55 §  821.29

HFuntington Besckh Company now desires to sep-
arate its public uwtility business ¥rom Its other omgi-~
nesse To this end it caused t0 be incorporated on
Zuguet 29, 1914, a corporation lkmown as Ematington
Boach Wator Company. The latter compazny has an author-
ized capitsl siock issue of $150,000. divided into
150,000 shares 0% common stock of the par value of One
($1.) Dollar rer share. None of gaid stock has been
fesued with the oxception of ¥ive shares Lor the qual-
ificetion of directors. The company has issued no
notes, vonds or othor evidences of indebtodness.

In connectiozn with the application hercin,
Huntington Boack Company Liled a valuation purporting
to gaow that the reproduction cost new less deprecia-
tion of its waver uwtility properties sg of lMarck 1,
1916, was the sum oF $109,680.

At the rhearing E. F. Clark, assgistant engi~
neer of tne Commission, pProsented a report showing a
reprodusTion ¢ost new lecss deprecistion as of August
1, 1916, o %84.299. The sppraisement prosented by
¥r. Clark skowed the wnit cost of pipe out did not

show Tho menper in which Tho ¢ost had beex dotormin~
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ed, or what allowsnce had been made To cover installa-
tion, Treight and hauling, ot celera. In congoquonce,
epplicants stated that they were unabdble To draw a fair
comparison as botwoen the Commission’s wvalunation and
tzat o0f the company wantil such figures could be ob- .
teined. Considerable differcnces of opinion existed
alse as 10 certain land values‘ The compsany, there-
fore, acked thst Mr. Clark make & Further investiga-
tion on behalr of toe Commission. The hearing was
therefore adjowrned wntil such time &s The Commie-
sion’s engineer Qnd the company's reprecentatives
showld have ned forther cime t¢ izvestigate The value
of the water utilivy'propertios. Suck investigations
have now been completed and Euntington Beackh Company
has informed the Commiszion that it is willing to
bave its apvlication submitted and & decision render-
ed without Lurther hearing providing‘tham the follovr=-

Ing items are covered therein. These items are as

Tollows:

L. XNot additions t0 system from March 1,
o .E.'G.g‘U.S'U 1, 1916.. tssccsscsvcrns $3,0‘89.42

There appears to0 be no objection to the in-~
clusion or these additions for trhe purpose of srriv—
ing &t & proper valuetion as of August L, 1916.

2, Taclusion of Lotes Number 25, 27, 28,

29, 8% snd %9 in the Carfield Street
£3dition aT the value 0F scevesees $3,380.0C

Talis property consiets or ten footr strips
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ronning in the rear of lots. The Commission's engle-
- neexr considercd thece as oasoments in arriving at é.

valuation o The properties. Applicants now state

taet the land 13 owmned in fee.

S« An increase iz the cstimate oFf value.
oY Tive Llotsc at well-sitos Noc. 2 and
5 .....’O..‘.-..-..---.‘.-...--.. $7,2°0.00

&t the hoaring Charles R. Nutt, City Clerk
and ex-0fficio City Assessor of Euntington Beach, tes-
Tified that in his opinion tihis valuation wagc reason-

able.

4. An increszse iﬁ tooe valuation of
5.17 acres, comprising & resgervoir
site, T0 $1,000. POr £CTe evees$5,L170.00
The Commission's engineer proviously osti-
meTed tho velus oF this land at $500. per acre. ALp-
plicante state . that by reasonm of its commanding
view the property would bdring $1,000. per acre if
sold for residential purposecs. ‘
5. The inclusion o¥ applicent's well
Noe 1% 8% 4TS COST OF cecenncces $z,6-7$.00
mhis well was drilloed to & depth of nine
hondred Yeot but sudsequently Failed and was eut off
at the two hundred foot level. The Oomnissiop.5s en~
gincer valued this well at $616+ Lpplicant claims
thet 1t should be allowed Tthe entire smouat &as & de=
velopment or exploration cost. For the purposes of

this proceeding it appears that the actual ¢ost oKX




this well to the Euwatington Beacr Company mey reasgon-
enly be ineluded.
A suomery of the additions claimod by appli-

cant is as follows:

Net addaitions and bottorments, March
L %0 August 1, 1916, not heretofore
inCluded. L 2 F RN B Y FNEXNXERJYT XERENNRNXNNNYNY] " "089000
Land owred iz fee (10 oot strips) .. 5,880.00
Increase in value o0f own LlOTE eceeecee 5,000.00
%crgase in valvwe of reser;\rroir 21'5& e 2,585.00
velopment expense, well Noe 1%, eos _2,057.00
- $15,611.00
Reproduction ¢ost new less deprecia-
Tion oX propertiec sz of August 1,
1916, as shown by Commiscion’s XHx-
hivit Xo. la -.--.ooo---..---..---.00%4,299‘.00

Revroduction ¢ost new less deprecis~ | '
tion 88 of August L, 1916, csecseawnes$99,920.00

From a consideration of the evidence present-
.ed 1T appears that the revised Lfigure oY §99,910. may

va used as & dbagis ror thoe trans¥er oF the water util-

ity properties of Huntington Beach COnipaw 0 Hu.n'::mg-

ton Beach Water Coxpanye.

EUNTINGTON EBEACE CQMRAXNY having applied 0
this Commission for authority to sell ite properties
to Euwantington Beach Water Company, and tae latTer
compa.ny_ha.ving applied ¥or suthoritly To purchasge szaid
propervies and to issue capital stock in payment there-

Yor, axd & bhoaring beving.been held and 1t appearing




T¢ this Commizsion thet tae purpotes for whiech it is
propocsed to Lssue seid stock are not reasonsbly charge~
able in whole or in part to opersting oxponses or to
izcone,

. I7 IS EZREEY ORDERTD thet Huntington Beach
Company be, and it is heredy, suthorized To sell its
water nutility plant, systex and franchises fo Eu—nting—
ton Beach Water Compeny, & deceription of the réal
property so o be transferred being attached hefeto as

Exhidit No. 1.

I? IS EZREBY FURTEER ORDERED thet Funtington

Beach Watexr Compaxny be, and it is hereby, auntaorized
t0 issue $99,910. per valuwe of capitel stock in full
rayzent for sald properties. ‘ v

The authority anerein granted is granted upon
the following conditions and not otherwise:

L. Trze properties nerein authorized to bé
trangforred snall bo transferred free Yrom cacumbrance.

2. The value of the stock horoin sutzorized to
be isgued shall not be binding upon this Commission or
eny other public body &8 representing the value oY the
propertics hoerein authorized to be transferred for
rate meling or oTher PuUrposes.

3. Before scouiring the water utility plant,
gysten and franchaises of‘Euntington Boaca Compeny,
Euntington Beach Water Company shall file with thise
Commisaion a stipulation duly autnorized by Lits Board
0f Directors declaring thet Euntington Beach Tater




Compeny,its successors and assigns, will never claim

berore The Railroad Commission or any court or oOther
vublic pody & value for the franchises to be acquir-
od “rom BEuxtington Beschn Company in excess of the
actual ¢ost To Huntington Beach Waver Company of se=
ouiring s2id Yrancoises, ana sasll receive & supple-
mertal order rrom this Commission declering that such
stipulation in satisfectory rorm has been Tiled with
tze Railroad Comwission.

4. The autnority herein graxnted TO issue
STOCK and Trans¥or proporty sssll apply ozly to suck
stock as snall have been issued and sSuck ProYervy &2
caall have bc;n wrans¥erred on or berore Qctober 31,
1917

Dated at San Francisco, California, thiaééﬁé%ﬁf%f
day oY Tebruary, 1917.

Comuissioners.




EXEIBIT NO. 1.

Eirsp. Reservoir site. AlL Tha? piece and
parcel of land lying in the NWe of Section 2 and the
X5% of Sectfon 3, T6 S, 1L W, S B B & X., more
particwlarly deseridbed 2z enclosed by the following
descriﬁed bowndary lines, to~wit:

Boginning st & point of compound ouxve,
vaich point 1s N. 81° 56® 8" W, a distance o (300}
Taree gundred Feet frox the Nortawestoerly cornor of
Shelzzer Avenue and Clay Streot, (now mown as Suu-
mitt Avaenue) a&s shown on Thet certain mep of the Ger—

field Tract, recorded om page 27-8 of Book 7 of IMis~

cellaneous Maps, Records of Orange Comaty, Celifox—

nia, end ruaming theneo in o Westerly direction & dis=
tance 0f 445.058 feet from suid point of beginning
along the arc ér & eircle of a radius of 510 fecs, tke
center of walch circle vesrs South 10 28' W, from the
point of begimning, To & point of compound cuxve,
taence Soutkherly &long The arc of & circle of 155.362
feet rodius, & distance of 240.03 feet to 2 point of
compownd curve, thence Southeasterly slosg tae arc of

a cirele of 613.156 foot radius, through & distance

of 222.950 feot to o point of compound curve, taoence
Bastorly elong the are of a circle o2 305.543 feot

radius, througn 2 distance of 470.41 feet to a point




of compound curve, thence Northeasterly along the
arc of 2 circle of 149.52 fcet radius, through a dis-
tance of 86.74 feet to a point of compound curve,
thence Northwesterly elong the arc of a circlve of
205 feot radiue, through a distance of 226.79 feet to
tho point of Veginning. ,

Seconds - No. L and 1% Well Site. That
percel of land more particularly descrided es fol~
Lows: Begianing at the point of intersection of the
produced westerly line of Alabame Avenue with the
southerly line of Atlanta Street, rmuaning thence
sonth 140 foet to & point, thence west 21 feet to a
point, thence norta 140 feet to the southerly lize |
02 Atlanta Street, thonce east along the southerly
line of "Atlents Street 21 feot to The point of bVe-~
gianing, weich parcel of land is sitwated. in the N
of toe Y3 of Seetion 14, 26 S, RLL T, S B B & X

Thirde XNo. 2 and 5 Well Site. Lotg fR=4mb-8~
and 10, Block 303, Main Street Section, city of Zunt-
ington Beach as delineated in the map thoreof record-
od on Page 43, Book 3 Miscellaneouvs laps, Reocords of
Qrange Comntye.

.h*,_omh. - Private right of way landse. Lot
3% of Block A, Lot 39 of Block 3, Lots 29 of Block C,
Lot 28 of Block D, Lot 25 of Block Z, Lot 27 of Block
?, Garficld Street Addition, Euwatington Boack, veing
gobdivieion = of the Nit of Section 2, 76 S, R 11

W, and a portion of the SiE of the S of Section 35

o2 P58, R11 W, S.32B & M, as recorded on Pages 27




V h ]
end 28 of Book 7, Miscellaneous Mape, Records of Orange

Cownty, Celifomiae.




