
Decision No. L3. Y~ 

In the MAtter of the Application of ) 
VENICE. CO~S WA..rrtzR COY.?~"Y,. a ) 
p~~lie utility corporat1on~.tor ) 
authority to issue its first mort- ) ~:plicat1on !'i"Umber 984:4: 
~s:.ge bonds of the face value of ) 
~50~OOO.O~, ~rc!erre~stoek of the ) 
par value of v55~OOO.OO and eo~on ) 
stock of the pnr valu4, o~ $153~OOO.OO. ) 

'Vim. R. Neblett. \Vi til W::l. G. McAdoo, for ~plic.a.:at..; 
P. C. Re~fro fo= urs. Alma F. Lowe. Intervenor. 

:BY TEE: COlC.:ISSION : 

OPINION 

In the abOTe entitled application the Eallroad COcmiss1on 

is a.sked. to make e.n order authorizillg Venice CO:rlS'tlmfU"S Water Coop8.nY 

to execut e a. deed of trust. a.no. issa.e 'tUlder sueh deed of trust 

$350,000.00 of bonds, to issue ~5S»OOO.00 of 7 per cent CtmluJ.at1Te 

preferrea etoCk and $15~.00C.OO of cocmon stoCk. :Referenoe will 

here.~fier be msde to the p'llrposes for 'Vthich 8.Pl"11cant intend.s to 

issue the bond.s and. stock. 

Venice COllS'OJllerS Water Compsny vms organized. on or .a.bou:t 

May 23~ 192~ ~th an anthorized capital stook of $l~OOO,OOO.OO 

diT1ded into $500,000.00 of 7 per cent cumulative preferro~ and 

$500.000.00 of co~on sto~. The preferred stock is redeemable at 

the option of the company at $105 per share and all 'Wlpa.1d dividends. 

By deoision Number 12557~ dated A~t 29 p 1923~ the Commise1on author-

ized app,licant to issue $700 of common 3tock to its directors. ~h1a 

is the onlY stock now outstsDding. 

Former proceedings before thiS Com=ission Show that ]e:1am1n 

BrodSky obtained o~tions to purChaSe properties of the City Wat~r 
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Company ot Ocean Pa.:rk, Veniee o~ .America. '!tater Comp8XJY and Fredericks 

These options J:lsve been assigned to the Ve%l..1ce 

COllS'Cmers ?later CO::IpaIl3'. T".a.8 transfer ot the properties of the 

City Wa.ter COI:lPsny of Ocean Park to the Venice ConSil:llers Via.ter Comp~ 

is authorized by :Decision :&umber 12455. dated July 31. 1923; the tr8ll8-

fer of the properties of the Venice of .America Wa.ter Company by 

:Decision Number 12489, cla:tecl August 14. 1923 and. the tl"ausfer of the .. 
pro!'ert1es of FreC!.ericks Water COlllP8.tl.Y by Decision N'Wllber 12490, 

The properties haTe beel'l aoquirea. and oon-

3011dated by the Venice COllS1lIllerS Water Company and are now be1Dg 

opera.ted by that eomp8llY. The Venice Co:c.s"Ulllers W'e-ter Company has 

tLgreeci to po."3' for the properties of ·the City Water Compa.~ of Ocean 

Park $287\\ 500.00():! vihich ~87 ,.500.00 l:.a.s been paid. The rGma inder 

due is payable ~ $200~OOO.OO of 5 per cent bonds or ~190.000.00 1n 

cash. Applicant proposes to pa:y the bs.J..a.nce d.ue in cash. For 

the Venice o~ ~~er1ea W~ter Company properties applicant agreed to 

par $45.000.00 in cash or 7 p~ cent preferred stoCk ~ for the 

Fred.ericks Water Cocpa:c:-· properties $10.000.00 in cash or 7 per oe~t 

preferred. stock. 

preferred stock. 

These last two eompnnies Will be pc.1d in 7 per C611t 

The total co:r::.:::ideration paid 01' to be paid :for the 

properties is $332.500.00. If the request o~ applicant is granted 

it would issue against such properties approx1mately $202.000.00 ot 

6t per cent bonda. $55.000.00 of 7 per cent preferred stoCk a~ 

$153~000.OO of common stock .. a total of $410,000.00 • 

.AJ; of !!B.;7' 31, 1923 The Chester R. Loveland Engineers esti

mated the hiStOrical or1g1na.l cost of the properties to which refer

enoe has been mao.8 m:l.d. the cost of certain ad.d.1 tions and bettermentay 

etc., as tollows :-

Original cost as of date o:! cOJ:::raets of sale • • 
Net additions to plant sinco d~te o~ contracts 

• • 

• • • 2Z~174.00 (~ 30. 1923) 
Materials and s~p11es •• • • • • • • • • • • • • • • 3.277.00 
:?:roposed add.1tions·to plant •••• *.* • • • • • • •• 129,000.00 
Organization expenses •••••••••••••• •• ~~l~O~!~O~O~O_.~00T-

$ 784.4.20.00 TotoJ. •• . . ... . . . . • • 
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The $619,.969.00 includes an estimate of the present Talue 

of land~ $80,025; an allowance of $21l,000.00 ($588.00 per minel."'s 

inch) for \\'S.ter rights~ and. $5~OOO.00 for organization expenses • 
• 

Both the l~d. and wator right values represent present Talues and. not 

an estimate of original oost. 

The engineering department of the Aa1lroad Commission esti

mates the original coat of the physical. properties, includ1I1g tho 

land a.t present market va.lue, at ~7, 606~OO as of March 1. 1924 as 

oompared With $430,.143.00 reported by The Chester H. Loveland E:ng1neers. 

It depreciation had been calculated on a 6 per cent sjp(ing fund basis 

the Loveland engineers esti:w.te that there should be in the reserTe 

for accrued depreciation $45,115.00 as co~~~ed with an estimate of 

$54,320.00 by the Co:cission's engineers. The latter estimates the 

accrued. d.ep~eciat10n on a str~ght line bas1s at $91,234.00. No 

comparable !1~e w~s ~bmitted by the Loveland engineors. 

The folloWiDg figares on reprod.uction cost new a.:cd reproduc

tion cost less depreciation have been ~bm1tted :-

Reproduction Cost New Reproduction Cost New 
Less l)epreciat1on 

Loveland engineers 

Less additions ~d better
ments and allowance for 
organization expense 

Less water right valuation 
Leaving • • • • • • • • • • 

$ 939,933.00 

t. v 
139aOOO.00 
800.§Z!.OO 

2111 000.00 
v 589,933.00 
$ 570,848.00 

$ 816,555.00 

1391 °00.00 
$ 677,555.60 

2n I OOO.OO 
$ 460..555.00 

$ 446,578.00 

T!le a.bove deductio:lS were mad.e in such tab'QJ.at:1.on from the 

L~eland ong1neer2' reproduction cost new and reproduction cost new 

less depreciation figures so as to a...'I'Ti ve at figures wh11::h are col:lp8X'

a.ble to the figures submitted by the Cor:r:n1ssion'S engineers. 

The Chester R. Loveland :E:::lg1lleers 7 report 1neludelt all. allow-

a:1oe ,of $211,000.00 '~or wat'or rig!lts. Reference 1 s made ill such 
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re:port as well as in t:ae testimo%l,j" to .Deoieion Ntcnbor 2547 (Vol.umo '1, 

Optnions and orders of the Eailroa~ Oommission of California. page 444) 
to IJUP'Port a V"t.Ll.uc o~ ;";588.00 pcr mjJ:lor"z 1Jloh ~or water. 

si.on in that de.cision made. no speei~:to. finding IJ.B to the Ta~ue o:t 

water rights. Q.u~i:og f:'om the d.ea1s1on :-

"While it is trtle the.t Irwin Heights ;'later Company and the 
other water companies who have :p~d water :for :five yeo:rs 
and appropriated. it for public use. 'WOuld undoubtedlY pre
Tail as againat any atte::npt tro~ those ~h1ch hav.6 stood by 
and pe~1tte~ this appropriation to be maae. to enjoin the. 
f'crthe:r p"Ilml'i:ag 0;[ wa.ter (Katz TS. Wal.lc1l::l.Shaw. 141 Cs.l. ll.6. 
136; Nev.:port vs. Temescsl water Comps:ay, 149 Cs.1. 531; 
BartOll vs. Ai verside :rato:;:- COJ:Xpa.:lY. 155 Cal. 509; Miller & 
Lux vs. Entc:t'J;lrise Csnal ~x:J.d Irrigation COI:lpany. 49 Cal. 251. 
256, decided Februsry 1~. 1915), the evidance in this csse 
does not satisty me that the ~acte in connection With the 
water z1tuat1on in thiS bosin are such tJ:l.o.t theoe water com
~an1es, in turn. coUld success!~lY bring action to enjoin 
3Jlother a:pproy.:'iator of water for public use from s1xfdng 
wells in the v:a.ter-bea.r1:lg lands ref~ned. to b:r ~. MaJ.lo:r 
and tak1l:Jg there:froc. water for :public use in the City of 
Santa Xoni ea.. 

Even e.ss'tll:ling that it 13 pbySicaJ.l.y :possible to develop 
these additional wnters. which I find to be tho fact. and 
that the nev: appropria.tor ='or public use could Buccess!'ully 
Withstand the etfo::::-ts of the existing water companies to en
join ~eh developme~t. which I believe from.the facts as 
shown in these p:ooceed.ings wo-al.o. be the case. neverthele.ss, 
the fact that the exist~ water companies have an actuall~ 
developed supply of water as contrasted. vd.th a. probability. 
however certain it tl8Y seeI:l. of develo:?1ng water. and that 
their rights to the continucCt. use of the water which they 
have heretofore deve1ope~ and used are secure. exoept possi
bly against land owners who may be able to recover damages if 
they can p:oove a diversion trom thei= l~as to the1r-~j~. 
are fao.ts v-..1lich add value to -the property of these water 
companies. and for which just co::npensat1on must be paid." 

No~re in the deciSion does the Co~ss1on express an 

op1nion as to the value o~ the water rights • The test1::lollY of 

engineers 1.::. some other proceediz:g' as to what the CommiSsion did :find 

as a. value of such rights is not conclUSive and eam10t haria be recog-

nized as the conolusion o:f the Comoiss1on. We do- not th.1nk the. t tlle 

test1:lony 1n thiS proceedil?8 warrants the Cor::c:n1ssion to place Do. Ta.lue 

of $211,000.00 on the water tights of the Venice Consumers Water COm-



APplicant intends to expend ~lZ9,OOO.OO of the proceeds 

obtained. t'rom the sale ot bond.e to pny 1n port the ooet o~ the follow-

1ng improvements :-

12ft Cast Iron ~pe 

7,OooT - 1mder pa.Ving .. • .. .. 
4, 000 r -- no pa.Ving ..... .. 

· . . . .. ... . 
.. . .. ,. . . . 

8" Cast Iron P~e 

6" Cast Iron Pipe 

Cla.ss E, 1000' 

Class :8, 5000' 

• • • • • • .. . .. .. . 
• • • • • • • • • • • 

-3:" Cnst Iron Pipe - Class 3,12000' · . . . . . . . . . . 
Services ~d Meters (New). 600 • • • • • • • • • • • • • 

Meters (New on old serviceo) 600 . . . . • • • • • • 

Electric Wir1ng at New ~ell and Booster ~lant .. .. .. .. . .. 
Well ie. ~Telop1ng Filter Chamber · . . . . . . . . . . 
New Unit at -Booster Plant, 

8n Cent!'1.£Ugal ?u::lp, 100 R.:P. l!otor, 
stsrter, S~~tChes, Etc .......... .. · . . . . . . 

Adclitional Work OIl Si.mlp and Suction .. ~ .. .. · . . . . . . 
Super1lltondent's Bouze at P'W:ping Plant, Complote. 
1~ster Meter. and other ~all ad~it1ons to 
e~uipment and oUil~ings .................. .. .. . . 

. . . . . . . . . . . . . . . . . . . 

2~040.00 

9,.800.00 

17,400-.00 

12.000.00 

7,500.00 

700.00 

500.00 

1.420.00 

750.00 

3,500.00 

825.00 

.. ~Ooo .. oo 

$132,515.00 

In addit1on. applicant 1ntends to use $lO,OOO.OO of the ~ro-

~eservo1r, 1,000,000 eal10nz ca~~city ••• · .. . .. . 

ooeas obtaine~ f~om tho 2ale o~ bonds t9 pay or~zat1on expe~sec. 

The "V'aluatio:o. to ....:".c.ich re~ere::l.ce h$.S bGCll :::ad.e 1.:lcl'lle.es $5.000.00 :for 

organization ~ensez which ad.~e~ to t~o $10.000.00 now proposed to _ 

be exponde~ mako~ a total o! C15,OOO.OO. suc:o. an organization ex-

pence. "lIe think, is excessive o.nd. will there:!ore allow only ¢,5,» 000.00 

of the :proceed.s obtained ~rom tho sale ot bonds to 'be used to PB:3' 

organization expellses. 

,d,pJtlicant asks l' crmission to issue to Benjamin Brodsky 

$50.000.00 of co~o:o. stoc~ because Ae a.ssigne~ to app11cant his o~~1ons 
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to purcaase the properties refe=rc~ to above. It is urged that ~. 

BrodslQ' was 3UCCO:::zf'ul 11:. :p'C.rchas1J::lg the propertie s of the several. 

oO~an1es at a price oonsiderablj'lower than originally askod for by 

the owners of the property. end. tlmt there~ol'e he is entitled to comon 

stook of applicant corporation in the w:ount of $50.,0.00.0.0. This 

does not co=stitute suf!icient reason for the issue of the $50.,000.00 

of stock. 

:E:vidence has been 1:J.troduced as- to the act'ttSJ. and. est·1matea.· 

ea.rnings of the properties ~~cquired. by applicant. This ev1dence has 

been co~s1dere~ in co~ection With applic~t's operating expenses in-

cluding tho depreciation ~Uity. the interest on the proposed bond 

iSII':16, the interest on the ba.lance in the reserve for aocrued de,recia

t10n, the ~ort1zat10~ of debt discount and oxpense and sinking fund 

ps.~ents. 

It is the opinion of the Coxm:U.ssior. that Veni~ Consumer's 

?later Company should. 'be authorized. to issue not exceedil'lg $SOo.,OOo..OO 

of st per cen.t boncls, $55,.000.00 of ~r per cent prefenee. stocle and. 

$l53~000.OO of co~o~ stock for the purpose of acquiring the properties 

formerly owned. by Citj' Water Co.mpany of Ocean Park. Venice df Amcrl..ca 

Water Company, Fraclorickz Wa.ter Comp/lllY, and. to aoqUire and construot 

the improvements to which reference is ma.de in this op1nion, and pay 

not exoeeding $5.000.00 tor organization p~oses. The COmmission 

Will not authorize applicznt to iOSUG any ad.ditional stock or bonds 

for the aforesaid p~oses. 

i!!:s. Alma. F. Lowe, s. at o ekilolder of Fredericks Water . Comp8.l11' 

and represer..tee. by P. C. Rentfro_ asks the CO::wiss1on to order the 

Venice Consumers Water COt:pSJ:JY to issue the $10,000.00 of preferred 

stock which it agrce~ to pay fo~ the properties o~ the Fredericks 

~atar Co~anr. to the sto~olders of ~ch company and not to the oom-

pany's treasury. The Co=m1z~1o~ has not ~!1c1ent authority to 

o.=e..er zu.ch a d.iBttibut ion of the stock. 

App11ce~ has f1lcd 4 copy ot its propoeed deed of truBt. 
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Section 22 ot,! the deed 0'£ trust res.ds as :eollows :-

"Addit1o:cal bonds mar :from time to time be exaeuted. by the 
Water CompQllY' and. shall be .Q.uthentieat&d. by the T:rustee 
and delivere~ to the Water Co~pany for the purpose of re
funding an:; incleotednese incurred by 1-: in acqtt1riJ:lg or 
co~tructing permanent additions to ita ~roperty or for 
the p'Ql";pose of reimbursing the Wilt er CO:P8nY's trea.sur.y 
tor earniZlgs expended by it in acqt4irillg or construct1llg por-
tl.9JleJ:.t additions to 1 ts property. ~e term ttpexmo.nent 
adci1t1ons" shall include only permanent improvements" exten
Sions or additions acqUired or oonst~cte~ by the Water 
company s-;bsequent to t4e do.to of this 1Dd.enttzre. and usable 
in co:anectiol'l with its 'business of aequir1:ag and d.istr1but-
1..llg water. SUch adfitio:cal bonds mB:3' be authent1cat6d and 
delivered oZlly 'trp0ll compliance With. the eonliitiox:s and sub
ject to the limitatiOns hereafter 1n ~s Article set forth." 

It is believed. tha.t this section should be modttied so as 

to read as follows :-

"Additional bo'nds may from ti::Je to time 'be executed by the 
Water Company and. shall be authenti'cated. bY' the Traatee 
and delivered to the water Company tor the purposo of aid
ing it in aoq't1irillg or cOJ:.Struct 1llg pemsnent add.1 t10llS to 
its property,. or for the P'tIt"Pose ot paying ind.ebtedness 1no'llir
e<l b:1 it. on a.ceo=.t ot' the s.cquiei tion or constrc.et1on o~ 
per.na::.ent additions to its property, or tor the ptz:rpose o~ 
re1tlburs~ the treasur:r of t!l.O CO:lPa:o.Y' bee:J.t:.So of income 
e:tpended to:: the a.cquiSition 0= constxuotion o~~ permanent 
add.1.tions to 1ts propert;y. The torm ",:t=.co:ne'if as herein 
used., includes tJ::D:y ~oneys ill the Ootlpa:a.y's t:-e:fl.S'l:ry not ob
tained froc. tAo iscue of stock or stock certificates or baa.ds,. 
notos or other endences of ind.ebtednes~. The term "pexms.n.
ant add1t10ns'" shall include only per.canent improvements,. 
extenSions 0:: add1tions acquired or cOllStructed b:1 the Watel" 
Company su"osecrJ.ent to the date of this indenture and usable 
in eonnect1o~ With its bus1~ess of acquiring and distributing 
water. Such additional bonds may be authent1cate~ snd de
liTered onlY ~on co=pliance With the conditions snd. subject 
to the 11.::litations herein.a....-Pter in this Article set forth." 

Venioe Conswners 't'tater Comp~, lw:'I'1ng applie d to the 

Railroad Co~~io: for p~12Sion to issue $S50.000.00 of bonds, 

$55,000'.00 of preferred. stock and $153,.000.00 of eommO:::l stock. a 

pub,11c hearing having been held oe:fore Examiner Fankbauser and t;b.e 

:Railroad. Cocm1 ssio;:J. beillg of the opinion tha.t the Venice COllS'Umers 

Water COl:!pSl'lY should be a.uthorized to issue not e:tceediDg $300,.000'.00 

of bonds~ $55.000.00 o! preferred. stock o.nd $l53.0oo.00 of OOIm:lon 
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stock.. aJ:d. that the money. property or labor to be procured. or :paid. 

for by ~Ch iss~ is reasonably requirea b~ applicant for the p~~oaeB 

herein sta.ted. snd that the expenditures for euch p'ln'poses are not ill 

.wJlo+.e or ir. pert rea.sona.bl~ chargeable to. ope:rat1:cg expenses or to in-

come,. 

?A1TY be. a.m it is hereb~, authorized to execute a deed.. ot trust su.b

stan t1ally in the same !O:'JD. as t!:le de ed ot trust ~1le d. ill. this pro

c:eed~, proVided. that at1clo II of said. deed of trust "De mod1:r1ed. 

so as not to be in conflict With this decis1on. and. proT1de~ further 

that the authority herein granted. to execute a deed. of tl'Ust is for 

the p'arpose of th1! proceedil'lg only and is granted. in so far as this 

Commission nas jurisdiction under the terms of tae Publ1Q Utilities 

Act and is not intend.ed as 3:C. alJFoTal of such deed. of tnst as to 

such' ether legal reqtt1l'ements to.which said deed. of trust. may be 

subject. 

IT IS ~ F'OR~E r;R O;t'OB,.-:r::D tha.t the VENICE: COl~ 

WA~ COM?ANY be,. aDd it is hereby, suthor1zed. ·to issue not exce.ed

ing $300,,000.00 of 6t :ger ce:.t fu-st mortgage bonds payable ~r1l 1. 

1944,. not exceed.1llg $55.000.00 of 7 per oent :p'reterred stoek and n~t 

exoeeding $153~OOO.OO of co~on stoCk. 

The author1t~ herein grantea is g~ject to further oo:o.d1-

tiona as follows :-

1. The 'bonds here1L. authorized to be issued sha.ll be 

sold by applicant for not less th8I1:. 94 per -oent . 
of their face value and a.cc:rued interest. the 

:preferred. stock for not less than par and the 

common stoek ~or not less than 85 per ~t of 

1t~ par value. 

2. The proceeds realized fro:n the sa.lo of the bo:a4s and 

stock sball be uced for the p'tl%';Pose of p~1nc:··:ro.'X' 
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the :propt'rtio2 formerly owned. 'by the City '1ater 

COl:lPSZlY of Ocean :?a:r~, the Vomc:e of America. Water 

COlllpSllY a:::ld. Fred.ericks Water Compa:o.y', and. to ao-

qUire and construct the 1:1proV'ements to which 

reference is made :il: the forego1llg o:p1n1on~ and 

:pay not exeeed.ing $5,000.00 org8Jl1za.t1on expenses. 

2. Applicant shall tile With theCO==ission two copies of 

its deed of trust, said copies to be ~11ed as soon 

as Said. deed of trust is exee~ted. 

3. Applicant shall kGep such record ot the iSsue. sale and 

del1Tel'Y' of the bonds end stock hcre1n authoriaed 

and of the disposition of the proceeds a.s will 

ens.ble it to file on or before the 25th. d~ of 

eaeh month a Terified report, as raqU1re~ by the 

Railroad. Cocm1ssionl's General Ol"d.+-~: :N'llmber 24, V".b.ieh 

order in so :f's:r as applicable, is made a part of 

this order. 

4. Z'he authority herei:l granted. Will become effective When 

appli~t has paid. the fee prescribed "07 Section 

57 ot the Public Ut11iti~s Act, whiCh fee is 

$300.00. No bond.!l or stock may be 1esued:, sold 

or delivered after ]ecember 1, 1924. 

IT IS BE..~y ?UR.r:'TE:ER O~, ths. t this .appl1cation in so 

far as it :relates to the 1:::s-:4e of $50,,000.00 0'£ bo:c.ds be dismissed. 

Without prejudioe. 

j)b....~""':O at San Francisco. California... this 3.0 ~ day o:t 

April. 1924. 

COI:lI!l1 S210ne n::. 


