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Decision No. roi/a wi

EEFORE TEE RAILROAD COMMISSICN OF TEE STLTE OF CALIFORNIA

J+ Wayne Darling, John W. Janes,
Orle L. Siple, and Xartin A. Emerick,

Complairents,
VSe

Emeline A. Swift, Lsura V. Swirlt,

C.C. Juster, May V. Juster, Frank
Laughlin, anéd Neoma Laughlin, conduct-
ing a public utility watexr business
under tLe neme and style of MONTECITO
OIL PLACER MINE,

and
Emeline A. Swift, Leurs V. Swifs,
C.C. Juster, May V. Juster, Frank
Laughlin, and Naoma Laughlin,

Deferdants.
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In the Matter of the Investigation upon
the Commission's own motion into the
reasonableness of tke rates, rules, regu-
lations, contracts, practices, operations,
service, or any of them, of EMELINE A.
SWIFT, LAURA V. SWIFT, C.C. JUSTER, MAY V.
JUSTER FRANX LAUGELIN and NAOMA LAUGELIN,
operating a public utility water system
under the fictitious name and siyle of
Montecito 01l Placer Mine in and in the
vicinity of Summerlend, Senta Barbara
County, Califorzie,.
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Ir the Matter of the Applicetion of TORO
CANYON COMPANY, INC., for leave to lssue
and dispose of its securities in exchange
for the property end assets of Montecivo
01l Placer Mine.

Case No. 3557.

w// / %

Case Xo. 3757.

Application No. 19793




Esight, Trippet and Syvertson, by Raymond L. Haight,
for Emeline A. Swift and Monteecito 0il Placer Mine
and for Toro Canyon Company, Ince

X. Martin Smith, for Coxzplainartse.

BY TEE COMMISSION:

Decision No. 26538 in the original case of J. Wayne
Darling, et al. vs. Emeline A. Swift, et al, (Case No. 3557) was

igsued November 20, 1933, ir which rates were estadblished for the
water system called Xontecito 01l Placer Mine supplying the Town
of Summerland in the County of Sexte Bardbara and c¢ertain improve-
ments order installed. Petition for rehearing was granted, an
investigation instituted by the Commission or its own motion (Case
Noes 3757), ené thereafter en application was made for the iransfer
of this public utility water works to a corporation (Appliecation
No. 19793). The three proceedings were combined for hearing and
decision, & public hearing having beern held therein before

Examiner Geary In Santa Barbare,

A compliete history and description of this water sysiem

is glven in the original decision, suprae. It should again de

stated, however, thet the weter supply eveilable to the Town of

Summerlend 1s very meager and must be separated from & large conw-
tent of crude oil before 4t can dbe used. In order to provide
additional revenues to aid ir the flnancing of the necessary im-
provements 1z service facilities, rates were increased conditionald
upon the service being made satisfactorye The utility was unadle
to raise the runds under the conditions existing anéd imposed and

now returcs with a proposal to reorganize the compeny and its




operating practices and bulld the works necessary to provide the
class of water service demended. The consumers are willing to
pey & Teasonable increase in rates 1f the deliveries of watler can
be malde dependadle. The increased charges fixed by the Coxmission
in its Declsion No. 263538, supre, were never placed in effect,
Testimony was presernted by H.W. Marks, engineer for the
utility, and R.E. Savage of the Railrocad Commission concerning
property valuation, operating experses and ¢osts of improvements
to the plant, summarized as follows:

Savagze Marks

Estimated Original Cost,

February l, 1935-ccemccceaa-n rememeee$24,351 £
Original Cost Depreciated,

February 1, l935=mercacmnca -——————————— 11,598
Revenues = innual, 1934-c-=cce-- ———— 2,383
Vaintenance and Operation

Expenses, Estimated Froper
Depreciation Annuity,

5% Sinking Funde~=—=a- ———ee——————— -~ 177
Inprovemnents-

The plant owners claim an investment of approximately
forty thousand dollars ($40,000) in operative property, including
water rights. There is no doudt that the installation of adequate
and necessary improvemeats will require ihe expenditure of close
to eight thousand dollars ($S,000) if the plan proposed by
Mr, Merks 1s followede While the ownmers of this water works are

not asking at this time for a full zmet return upon their claimed

valuation; ineludizng intangibles, yet they do ask for a rate

which will eneble them to pey reasonable operating expenses in-
cluding depreciation and elsc yield a net return whick will show

sufficient profit to permit the borrowiag of the noney necessary




to pay for the improvexents demanded by the water userse
Considerable criticlism was dlrected asgainst the method
of Hill collection which 2t presext necessitates ¢ grest number
of consuzers reking one or more long trips to the home of
Miscs Swift who does not reside in Summerlend. This utility will
be expected to meke sultable arrangexernts &t once whereby conw
sumers may pay their water dills in the above communitye.
The retes establisked iz the following Order will be
fair to both the utility =né the coasuxers and will be placed in

effect as of the first day of September, 1935, subject to revoce-

tion, however, in the event the improvements directed to be nade

are rot installed irn proper working order by the utility within
the time Xerelnafter provided. These retes, with efflcient
manegerxent erd operetion, should plece this utility in the posi-
tiorn of earnlzng & feir net returr whichk should enable 1ts owzers
to relise ample funds for reconstruciior purposes.

The water properties heretofore kave been held in un=-
divided interests by certain of the defendants named above.
Clearly, it will simplify the future cozduct of the affairs of
the water works ir 1t is placed under the ownerskip of the cor-
poration aznd the request to transfer the plant to Toro Canyon
Company, Inc., & corporation formed for thlis purpose, will be
authorized. The Articles of Incorporation of Toro Caszyon
Coxpany, Inc., show thet it was organized durirg January, 1935,
under the laws of the State of Califorzis with an autborized
capital stock of 2,500 sheres, all common, without nomiral or
rar valtes. According to the present spplicatiorn, the compery

proposes to isstue all of its authorized stock in exchange for




the water system, transfer to be made free and clear of all en-

cumbrances, except current taxes, rights of way and consumers’

deposits, whickh will be assumed by the corporation.

The proposed issue of stock would be equivalent to &
price of $4.64 a szare based on Ur. Savage’s estimate of his-
torical cost depreciated; of $5.74 a share based on his estimate
of original cost; and of $16.00 a share based on the company's
claizm of property value of $40,000. In this commection, the
record shows that applicants did not assign any definite value
to each share of stock in arriving at the totel number of shares
proposed to be issued. It also appears that following the con=-
clusion of the transaction all of the outstanding stock will Dbe
held by Emeline A. Swift,

Heretofore, in passing on applications for permission
to issue shares of stock without par value, the Coxmission bas
taken into account the value of the consideration to be received
by the issuing company, and it has not deen its policy to au=

thorize the issue of such sheres at values or prices as indicated

ir the preceding paragraph, 1t not considering it desirable to

permit the issue of a lerge numbder of shares against a relatively
small property or at e relatively low price per share. In this
proceeding, in our opinion neither the value of the property nor
the earnings Justify the issue of 2,500 shares and, accordingly,
we will authorize the corporetion to issue not exceeding 500
shares of stock in scquiring the properties comprising the
Montecito Qil Placer Mine system,

A public hearirg havirg beer held in the above entitled
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metters, said proceedings having been duly submitted and the

Commission being of the opinion that the money, property ox
labor to be procured or paid for througk the issue of the stock
herein authorized is ressonadbly required for the purpose speci-
ried herein, whick purpose is not, in whole or in part, reasonably
chargeable to operating expense or to income, and based upon the
rindirngs of fact set out in the above Opiniom, now, therefore,
IT IS H=REBY ORDERED as follows:
l. That Emeline A. Swift, Leura V. Swift, C.C.
Juster, May V. Juster, Frank Laughlir end Naoma Iaughlin,
and/or Exeline A. Swift be and they are hereby authorized
t0 sell and transfer to Toro Canyon Company, InCe, & COY=
poration, that certain water system more particularly
described in the deed marked Exhibit No. 1, sttached to
Application Noes 19793 herein and which is made a part of
this Ordexr by reference, subject o the following condi-
tions:

(a)} The authority herein granted shall
apply only to such transfer as may
have been made on or before the
thirty-first day of Decexber, 1935,
and a certified copy of the rfinel
instrument of conveyance shall be
filed with the Commissiorn by
Emeline A. Swift within thirty (30)
days from the date oz which it is
executeds

Within thirty (30) days from the date

of this Order, Toro Canyon Company,
Inc., shall file with the Railroad
Commission a certified statement indi-
cating the date upon which it assumed
control and possession of the properties
hereir authorized to be transferrede

The consideration for the transfer herew
in authorized shall not de urged before
this Commission or any other public body
as a finding of value for ra%e-fixing

or any other purpose thex the trensfer
herein authorized.
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2, That Toro Cenyon Compeny, Inc., de exd it is
hereby authorized and directed %o file with the Railroad
Commission, withkin thirty (30) days from the date of this
Order, the following schedule of rates for water delivered
to its consumers in Summerland and vicinity, said rates

10 be effective for all service rendered subsequent to
the thirty-first day of August, 1935:
FLAT RATES

FOI‘ eaCh consmer’ per month--n-----‘-----------—-- ------- --$2.25

Additional for lawn and gearden irrigation durizng months
80 used, per MONthwr~ecacccncemcrvancescncscsccnasnaneane 50

METER RATES

Monthly Minimum Charges:

For 5/8 x 3/4-inch meter-ease~s- e ae e em————————

For 3/4-inch meter

For lainch Detere~emccmvcascancanncnnmen=- —wmammee £,00
For lz-inch metermemmncanaa-- acmevmcccscrare—a——n—— 6.00
For 2=-inch metere-—ac=a- “————m- e m————————————— -l0.

Each of the foregoing ™Montaly Mirnimum Charxrges”
will eantitle the consumer *o the quantity of
water whica that monthly minimum cherge will
purehase at the following "Monthly Quantity
Rates.”

Xonthly Quantity Rates:

From 0 to 500 cubic feet, per
Next S00 cudbic feet, pex 100 cudlic feetw~w=w- cmamen 0,30
Over 1,000 cudic feet, per 100 cudbie feetmwrmvmen-- == 0.25

«500=-

3. That Toro Cenyor Conmpany, Inc., be and it is
nereby directed to file with this Commission, within

thirty (30) days from the dete of this Order, rules and

regulatiors goverrnirg reletions with its consumers, said

rules and regulations to become effective uporn thelr ac-




ceptance for filing dy this Commissione

4., That Toro Canyor Company, Inc., be and it 1s
hereby authorized to issue not exceeding 500 sheres of

stock without nominal or par value for the purpose of

acquiring the water system referred to herein, provided

that, withiz thirty (30) days after the lssue of such
stock, the compeny file with the Commission a report
thereof auck as is reguired dy the Commission’s
Generel Ordexr No. 24, whick Crder, in so far as 18 ap~-
plicadble, i1s mede a part of this Orders

5. That Applicatior No. 19793, in so far as it
involves the issue of the remairirg 2,000 shares of

stock be ard it is hereby dismissed without prejudice.

8« That Toro Canyor Comparny, Inc., on or before
the thirty-first day of December, 1935, install or cause
to be installed on its Summerlerd water systen the imw
provements substentially as set forth in the plars there-
for proposed through its engireer, Earold W. Marks, in
his Teport filed in these proceedings and marked Exhibit
No. 3, which exhibit is herehy made a part of thils Order
by reference, ssid plans to be subject to such revision
and modificetion by this Commission as may become necesw
sery and reasonable end provicded further that all of
said improvements shall be installed in a menner satisg-
tectory 2ad subject to the approval of the Reilroad
Coxxmissione.




7. Thst, in the eveat Toro Caryon Company, Inc.,
does not properly comply with the provisions of
Paragraph 6, supra, this Commission may, by Supplemental
Ordexr, ceancel the schedule of rates berein established
end sagein place in effect the rates now being cherged
by this utility, for which reason contiruizg Jurisdic-

tiop to this extent is hereby reserveds

Yor sll otker purroses, the effective date of this Order

shell be twenty (20) days from and after t:e date hereof,

Dated at San Francisco, Califormis, this =g’*‘ day
or 0//_4 Ju}-* 9 1935.
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Cormmissioners.




