
Decision No .. _3_-_,3_S_1 __ _ 

BEFORE THE RAILROAD CO!vl~MISSION OF THE STATE OF CALIFORJ."HA 

In the Matter of Application of 
Sidney Smi th~ owner of HO~ GARDENS 
WATER CO. (not incor:porated) a..~d 
Frank Gillelen, for permission to 
sell Home Gardens Water Co. to said 
Frank Gil1elen ~~C also APPLICATION 
of said Frank Gil1elen, in event of 
granting said permission to sell, for 
authorization to mortgage said property. 

BY THE COMMISSION: 

FIRST SUPPLEMENTAL QPINION 

Application 
No. 25890 

The Commission by Decision No. 37042, dated May 9, 
1944, authorized Sidney Smith, owner of Home Gardens Water 
Co., to sell said properties to Fra..~ Gillelen for $125,000 

plus the cost of additions and betterments installed sub-

sequent to July 1, 1943. The purchaser asked permission to 

issue a note for $1~7,000 to pay, in part, the purchase price 

of such properties and the cost of installing additions and 

betterments estimated at $26,736. The Commission in said 

Decision No. 37042 found that the purchaser should not issue 
a note in excess of $90,000. Inasmuch as he had not then com-

pleted his negotiations for a loan, the Commission authorized 
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Sidney Smith to sell his public utility p~operties on or be-

fore Septe~ber 30, 1944, prov1ded that the authority so 
granted would not become effective until the Commission had 

authorized the purchaser to issue a note und execute ~ deed 

of trust or mortgage to secure the pa~ent of such note. The 

Co~ission has not entered ~~ Order authorizing the purch~ser 

to issue a note and, therefore, the authority gr~~ted by 
Decision No. 37042 is not now in effect. However, Fr~~ 
Gi11elen still holds an option to purchase Home Gardens Water 

Co. properties. 
As said in Decision No. 37042, the public utility prop-

erties or Sidney Smith, operated. unc,cr the na.I!le of Home Gardens 

Water Co., are situate in the City of South Gate and i~ediate 

vicinity and in Tract 9095, ~-155; Tract 1056, H-183; Tract 

8128, M-10l, in Los Angeles Co~~ty near Pico. The location of 

the properties is shovm on a map in Exhibit 5. 

The price which Frank G111elen has agreed to pay for 

the properties 1s not segregated betwee~ the properties sit-

uate in South Gate an~ the properties situate in the vicinity 

of Pico .. 
On August 4, 1944, Frar~ Gillclen filed ~~ amended 

application in which he reports that the City of South Gate 
has agreed to purchase froQ him at a cost ot $134,478 the prop-

erties situate in South Gate ~~d vicir~ty. Sidney Smith has 

advised the CommiSSion that he has no objection to the sale of 

the properties to the City of South Gate and has no interest 

in that transaction. 
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Frank Gilleler. and the Valuation Division of the R~il

roce Commission h~ve submitted appraisals of the properties 

which Sidney Smith has agreed to sell to Frank Cillelen. In 

Decision No. 37042, the Co~.izsion refers to the appraisals 
in the following l~guage: 

liThe Purchaser estioates the Reproduction Cost of 
the properties, as of J~~uary 1, 1941, ~t $210,057 
and the accrued depreciation at $41,333, leaving a 
Reproduction Cost New less depreciation of $168,724. 
The Valuation Division esti~ates the Reproduction 
Cost New of the properties, as of December 31, 1940, 
at $217,395 and the Reproduction Cost New less de-
preciation at ~12)~354. To these figures it adds the 
cost of additions and betterments installed during 
1941, 1942, and 194.3 less l'etire::lents. As of Decel:l-
ber 31~ 1943, it estio.ltes the Repro<i'!;.ction Cost New 
of the properties ~t $230~066 and the Reproduction 
Cost New less depreciotion at $136,172. The Valua-
tion Division also sub~tted an estimate of the 
Historic~l Cost New o~ the properties to be trans-
ferred. This estimate is $186,208. Its cstim~te of 
the historical cost of the p~operties less de?recia-
tion, calculated on ~ straight line baSiS, is 
$118,798. The Valuation Division esti~~tes the ac-
crued depreciation, ca1culcted on a str~ight line 
basiS, at $67 ~410 or .. c. at $32,952, if calculated on a 
5t% sinking fund basis. The cost ~~d accrued de-
preciation esti~ates submitted by the Valuation Di-
vision were not q,uestioncd by the Seller or the 
Purchaser. 

"The testimony shows that the Oi'mer of the prop-
erty should immediately expend ~26,736 to L~craasc 
the water sup,ly and ir.:prove s0rvoice to consumers. It 

The issues raised by this a9plic~tion as originally 

filed did not call for a seercgation of the apprals~l figures 

between the properties situate in South Gate ~~d those sit-

uate in the Pica area. But the &ppr~isals by the Valuation 

Division ~re in sufficient detail to make the segregation of 
the total appraisal figures. The Division allocates, as of 

December 31, 1943, to South Gate the following costs: 
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Reproduction Cost New $182,922 

Reproduction Cost New less Depreciation 
Calcu1~ted on a 5}% Sinking Fund Basis 148,879 

Reproduction Cost New le~s Depreciation 
Calculated on a Straight Line Basis 108,270 

i'iistorical Cost New 144,884 

Historical Cost New less Depreciation 
Calculated on a 5~% Sink.ing Func::. Basis 122,70Z 

Historical Cost New less Denreciation 
CalculD.ted on a Straight Line Basis 91,597 

Si~~ey Smith has instal1ec in the City of South gate since the 
appraisal of the properties, additions and betterments costing 

about $3,300. 
As said, Frank Gil1elen in the ~endcd applic~tion 

asks permission to sell the properties in the City of South 
Gate and adjacent area to the City of South Gate at $134,478. 

A resolution adopted by the City Council of the City of South 

Gate at its meeting on July 31, 1944, a copy of which is on 
file in thi~ application, shows that the City had Henry B. 

Lynch and Donald M. Baker, Consulting EneL~eers, make an ap-

praisal of th~ properties ~~d that the City Council had before 

it the o:ppraisal ma.de by them ~s well :;.s the report or the 

engineers of the Railroad Co~ission. The resolution show$ 
th~t the City Council considered those appraisals ~~d other 

sources of inforcation ~~d data av~ilable to it in arriving 

at its conclusion to pay $134,478 for the properties. 
Because of the sale of the "properties to the City of 

South Gate, it is not necessary for Fr~~ Gillelcn to negotiate 

any loan and, therefore, he asks that his ~pplic~tion for per

mission to issue a note ~d execute a deed of trust be d1s-
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mi:sed. 

FIRST SUPPLEh~ENTAL ORDER 

The Co~ission has cor.sidered applic~~t's request and 

is of the opinion that no hearing is necessary on the ~~ended 

application a~d that such ~ended application should be 

granted as herein provided, therefore, 
IT IS HEREBY ORDERED that paragraph one of the Oreer 

in Decision ~o. 37042, dated lylay 9, 1944, reading: 

IlIT IS HEREBY ORDERSD that Sid.."ley S::li th, owner of 
Home Gardens Vlater Co., be, a.~d he is hereby, authorized 
to sell to Frar~ Gillelen, ufter the effective date of 
this Order ~~ on or before Septe~ber 30, 1944, his 
public utility water properties described in E~1ibit 1 
on file in this application, SOld s~le to be ~ade sub-
ject to the conditions of.' sa.id Ex...'ti.bit 1." 

be, and the s~c is hereby, acended ~s follows: 
IT IS HEREBY ORDERED that Sidney Smith, O~lner of 

Home Gardens Water Co., be, a."lc:. he is hereby, a.uthor-
ized to sell to Frar~ Gillelen, on or before Dececber 
31, 1944, his publiC utility water properties described 
in Exhibit 1 on file in this ~pplic3.tion, said s~le to 
be made subject to the conditions of said Exhibit 1. 

IT IS HEREBY FURT?..ER ORDERED tl'lat paragraph two of 

the Order in Decision No. 37042, d.:lted Mc.y 97 1944, reeding: 

lilT IS HEREBY FURTHEE ORDERED that the authority 
herein granted will not become effective ~"ltil the 
Co=mission haz ~uthorized Fr~~ Gillelen to issue a 
note ~d execute a deed of trust or mortgage to s~cure 
the payment of such note. TT 

be, and the sa~e is hereby, amended so ~s to read: 

IT IS HEREBY FURTHER ORDE.~ that the authority 
herein gr~ted will become effective upon the date 
h~reof. 
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" . IT IS HEREBY FURTEER ORDERED that Ap~lication No. 
25890 1:.50far as it involves the issue of a note and the ex-

ecution of a deed of trust be, and the sa~e is hereby, dis-

mi~sed without prejudice. 
IT IS HEREBY FURTF.ER ORDERED that Frar~ Glllelen be, 

and he :l.S hereby ~ authorized to sell, on 01' before Dece:nbez' 

31, 1944, to the City of Scuth Gate, California, a municipal 
• 

corporation, the public utility water properties situate in 

the'City of South Gate and area adj~cent thereto whic~ he is 

acquiring from said Sidney S=ith, provided said City of South 

Gote will supply \'later to the conSlXncrs residing in, tlnd in 

the vicinity of sc.id City of South Gate c-"ld now ser~·ed by 

Home Gardens Water Co. properties. 
IT IS HEREBY FURTHER ORDERED that the action t:lken 

herein shall not be construed to be a findl~g of value ror 
any pt:.rpose. 

IT IS EEP-BEY rJRTHEP. ORDERED that the Order in Decision 

No. 37042, dated ~lay 9, 1944, shall remain in full force ~d 
effect except .15 modified by this Fi!'st Supplemen'tt:l.l Opinion 

and Order. 
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Dated o.t So.n Francisco> California> this 3 ~ day of 

October> 1944. 
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