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Decision No. [9‘4@?

BEFORE TEE RAIIROAD COMMISSION OF TEE STATE CF CALIFORNIA

In the Matter of the spplication of
BELL WATZR COMPAXY

Zor en order authorizing the adjust-~
nont ané establiskment of proper book
accounts: permission to pwrchase ad-
ditionel land; euthority to mortgage
Property and issue notes; authority
to issue and sell stock; and for auth-
ority to incroase water rates.

:'.ppli cation KFumber 10503
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A. B. Shaub, for Applicant.

Froderick aJce, Tor certalin consumers, protestants.

P, E. Goodway and I. M. Vaughn, in propria persons
and for certain consumers, protestants.
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BY THE COMMISSTION:

FIRST SUPPIEMENTAL ORINION

On December 22, 1924 tho Rallroad Commission by Decision
Number 14390 4n the sbove entitled matter authorized Bell Water Company
to issue a $12,000.00 note snd use the proceeds, if necessary, for the

£ollowing purposes:=

To purchsase land referred to in the application ........! 84 ,700.00
To install one 50,000 gellon steel tank on a

60-100'5 tOWOr - - - *Casavsossnnssassbocsansensna 6'000000
Pipes and £LiLHiNg3 tO CODMECT SAMO .evcvacencsssvacases £, 300,00

To'tml...‘...........-,,ulc. OOOQOO

e ol Pt St

The Commission by Decision Number 14350 alse anthorized the
‘compa.ny to execute z mortgage to Jecure the payment of the note. In
the opinion in such decisionm it is stated that tho tank Will be q.écated.
on the land which the company is authorized to purchase. Such state-
zent is 4in error =nd the fact 418 that the tank will be located on the
company's property fronting Baker Avenue, this property having an ele-
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vation higher than the property which the company is authorizéd to
purchage through the issue of tke $12,000.00 note.

The Commission still has before it f{or considerstion the adjust-
rment and establisbment of proper accounts of sapplicant, the request Ior
permission te issue stock and the reguest for permission to increase
waler rates.

To support its request for the adjustment of 1ts book accouwnts,
applicent f£iled as its Exhibit No. 1 a report prepared dy The Chester
E. Ioveland Engineers., This report, among other things, coﬁtains Y
balance sheet of the company as oI Decembexr 31, 1923 before adjusting
the accomnts, and alsSo a balance sheet as of Janvary 1, 1924 after the
accounts were adjusted, as indicated in the report. Maxeriallchangea
were made in several ol the company's accounts. It i8 alleged that
the records of tho company 4o unot show the cost of the proper¥ies; that
neither the assessment levied nor the income invested appesr on the books
of the company and that from such tooks it 13 impossible To determine
ihe originai cost of the properties. The Chesgstexr E. Loveland Engineers
made an estimate of the h;storical cost new of the propertioa, which
cost as of January 1, 1924 is roported at $112,145.60, as compaced with
the cost of $53,148.28 sppearing..on the books of the company on Dec-
exber 31, 1923. The report does not sShow that the cbmpany actually
expended $112,145.60 to acquire the properties included in such report.
No changes were made in the current asset accounts. The account "treaswy
securitiea” amounting to $6,918.50 represents the pax value of 276. 74
sherea of re-ascquired stock through forfelture; the owners having failed
to pay assessments levied thereon.

In setting up the liability accownts the Loveland Engineers
increased corporsate SUrplus unappropriasted from $9,862.59 to 541,975.08.
The assessment on stock was increased from $1,058.18 to $20,458.12. The-
spprecisted value of fixed capital was decreased from 317,859.74 o

823 444.10. The reserve For accrued deprecistion was increased from

£14,157.20 to #15,818.32, while donations in aid of construction was

FaJ




increased from $185.46 to $10,424.67. There is no evidence before
the Commission to show that the company*s surplus earnings have
amounted to $541,975.08. The Commission will not permit credits
arising from g re-valuation of spplicant’s assets to be transferred to
"Corporate surplul unappropriated”. The items from an adjustment ol
the books which have been credited or debited to "Corporate surplus
wngppropriated” shouwld be taken out of such account and trensferred
to a "suspense account". The belance credited to the account "Ap~
preciation of fixed capital™ should alsc be transferred to the sus-
pense account. The f£ixed capital accounts now appearing on the
books of the company must be adjusted so that they whkll reflect the
velnation of the properties by the Commission's englneers, which fi-
gures are included in the rate base used in this decision.

Bell Water Company sasks vermission to issue and sell at
not less than per $25,000.00 of common stock and wse the. proceeds to
scquire and instell additional properties as follows:=

1 concrete Storege rewervoir(250,000 gal.) .

at Elant NO- l - - » - - - - - L] - L ] L J L ] - - $6’000.oo
1 Booster punp direct connected wilth 40 E.F.

motor, automatic control, and reverse

cornection for Holt Gas Zngine . « . + . . 3,500.00
600" LO"#12 R.S. @ §1.45 . . - . . . .. 870400
1300" 8T #12 R.S. 119 . . 4 o . . .. 1,547.00
lsoo’ 4’! 16 R.Sob 050 - - - - e - - - 650.00

Talves and £ittiNg8S o« ¢ o coe o o o o = & 500.00
5ddf tion to Sumphouse Plant Noe L o o o « o 800.00
Puxphouge £o0r BooSter PUMP o o o o o o o o o o 800,00
120 new services snd MeTEXLS o « o o o o & » = 2,500.00

Distribution main onlargemonts « « « « o » o 5,000,400
Rofund of construction advances « « o« « « o - 4,000.00

Total « o o o o o $26,167.00

It 418 of record that the addition te pumphouse at plant

number one has been completed.




Bell Water Company asks permission to issue additional
stock, as a stock dividend to exisiting stockholders, in an smount
suflicient to eg¢unalize and more truly reflect the value of the shares,
a8 compared witk any new stock sold at pare The ¢ompsny has now
$10,582.50 par value of stock outstanding. Tt has no f.ﬁnded. debt.
It Teports as of October 31, 1924 $500.00 of motes payable, $1,097.51
of accounts payable, $727.45 of accrued taxes, $7,450.62 advanced by
consumers and $53.66 o2 fees paysble for county permits.

Waen a utility applies to the Commission for permisrsion
to issue stock for tThe purpese of paying a dividend, it is encumbent
wpoxn Such utility to show that it has had surplus profita from its
business and that such surplus profits have been invested in Lts pro-
perties. In owr opinion, nelither assessments on stock, nor advances
by consumers, nor reserve for accrued depreciation, nor d‘ons,tibns, |
nox axn incresse in the asset sccomnts due to a 'ré-valuation of proper—
tilea, results in surplua' prolits aveilable for dividend purposes. Such
itens not being available fox the Purpose of declaring s dividend,they
cannot be used as a basis for the issme of stock o reimburse a util-
ity's treasury, which stoék in Tarn is to be used to pay a dividend.

The record shows that the accumulated surpius of applicant
on Decomber 3L, 1923 was $9,862.39 end that from January 1, 1924 to
October 31, 1924 its surplus esrnings smowated to $5,693.00.  Adding

the two emounts makes an sccumwlsted Surples of $15,555.39.  The

order herein Will permit spplicant to issue $15,500.00 o2 stock to

reimbuwese 1ts treasury because of orrnings .expended. for properties.
After suck reimbursoment the $15,500.00 of stock may be uwsed to pay

s dividend.
Boll Water Company also asks permission to increase watler

rates. The rate schedules now in effact were fLixed by this Commis=-
sion by Decision Number 8077 dated September 13, 1920, and are as
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Zollows:m

DONRSTIC VETER RATE:
500 G'D..ft. QI‘ lesa'Per month. - s = - - @ - - - -$1.00'\.
500 cw.ft. to 2000 ew.fta,por 100 cu,ft. « . & o5
A11 in excess of 2000 cu.ft.,per 100 cu.ft. . .10

TRRIGATION METER 2ATE: , |
2500 cx.Tt. or less,for cetting of meter . . . . 1.0,
.Qll in excess of 2500 cu.ft.,per 100 cu.fte . . 06

RRIGATION-FULL FLOW OF PUMP #2:
{Approxinate capacity L00 miner's inches.)
L1 hOULr OF 1683 o « o« =« o = » o o o o o o o » o 2.00
A1l in excess of L hour,per HOUr « « « « - - 2.00

The Comnission has upon two pr‘ovibnav:.oocasions‘ reviewed
applic';ant's rates. Referonce is here made to 'Decisi_.on Number
- 3085 dated Fooruwary 8, 1916 in Appliéa.tion l\ﬁmbher 1983; and to Decis-
ion Number 8077 d.a.teld. September 13, 1920 in Application Number 5731.
In tﬁose two rate proéeedings the water system of the Laguna-Bell
tract was excluded from the inventory becsuse the water cdmpany aid

not at that time own it. Title has since been asquired and the pro-

verties have been ipeluded in the appralsal submitted in this pfo-

coedirge
| Reference hes already 'beeﬁ made to the report (Applicaz;t's
Txpibit No. 1) prepared by The Caester H. Loveland Engineexs. This
rovort will not be considered in connection with applicant’s request
to increase rates, for the reason that applicant did not céll any rep-
regentative of The Chester H. Toveland Engineers, to enable sounnsgel for
consumers to cross-axsmine such representative in regard to said report.
B} Howard McCurdy, an englneer, aalled in behalf ol certaln
co;sumers, prosented an appraisal of the mains, meters and -services
based wpon the guantities shown in Applicant®s Exhibit No. 1. Tuis
appraisal (Consumer”s Zxhibit No. 1) was ~prepared. upon the reproduc=
tion co0St basie snd totaled £63,347.00 for the items ment ioned. Ac; |

crued depreciation on a streigat line method was computed and found
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to be 529,508.00 or a total reproduction cost, less deprecistion, of
$53,539.00.

M. I. Reoed, an assistant engineer of the Rallroad Commiszsion,
presented a report and appraisal (Commission's Exhibit No. 1) of the
physical vroperties of this company which Totals $90,627.00 as of Jan~-
nary 1, 1924. Additions and betterments Lrom January 1, 1924, to
September 30, 1924, were found to be $10,004.00. A depreclation sn-
nuity was computed by the five percent. sinking fund methed and wag
found to be $2,122.00 as of January 1, 1924 and 32,355.00 as of Seé-
tember 30, 1924.

E. R. Robbins, on assistant engineer of the Railroad Commis-
sion, presented an sprraisement (Commission's Exhibit No. 2) of the lands
of the Bell Water Company which emounted to $17,120.00. He =180 tes-
tified that i:he sum of $4,700.00 was a reasonable price to be paid for
the contemplated purckase of the present company oflice bnilding and
the lot upon which 1t is located. |

The appraisals of the Commission'™s engineers were bzsed tpon

the estimated historical cost of the phyéical rroperty and uvpon the

present value of the lands and rights of way and totaled $117,751.00
as of Septemberygé' :,; fS%E.?“mé??ggé’rghé’f?ﬁ? o!&ch:dy, vhich was made
upon the basis of reproduction cost, was incomplete in that it in-
¢luded only cartain items of the distribution system installed wior
to Septemboexr 1,1923. By reason of the variance in dates and inven=
tories, a direct comparison between MceCurdy's reporxt and Reed's re-
port cammot be made. | )

From the record it appears that the company will forthwith
undertake the expenditure of $12,000.00 for the purchase of land,
eroction of a tarnk and conrect s:ame with 4its plant number one.  Ad-
ditional expenditures should be made during the year to replace piﬁgé,
t0 4nstall meters and new services in order to ensble applicant to
gii‘e more e:fficien‘t: service. The amount of such expenditures is not
definitely known. The major expenditwres which applicant intends
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to inour for construction purposes will not dbe placed in service un-
til the summer of 1925,
After a comsideration of the evidence submitted the Commission
finds thet & rate base for 1925 of $130,000.00 is resscnable.
" Bell Water Company, in its ennual reports f£iled with the Rail-
road Commission for the past four years, shows operating revenues and

operating expenses exclusive of depreciation as follows:-

ITEM - 1920 1921 1922 1923
ROVEAULS o o o o o o o o V8*012.4 $LL,z $13,802. R
EXPENSES o o o o o & o o 823,63 6 234.67 8.165,27 10 950.34

Nel cevevececscncense :‘é. -,1)4, 97. 35

The company's revenues in 1921 increased forty-two percent. as

éomxaxéd with 1920;'in 1922 they increased twenty-three percent. a8

compared with 1921; while in 1923 they increased twenty~sever percent.

over 1922,  Tno GVeT4ge GUAL 10078838 for the three yoars was

thirty-ome percent. The compeny's revenues £rom September 1,1923 to -

August 31, 1924 were '.3.;20,3;53.66. Assuming a twenty percent. inorease
for 1925 over the year ending 4ugnst 31, 1924 results in a total rev-
enue of $24,184.29.
| The company's operating expenses, exclusive of depreciation,
for the twelve month period ending August 31, 1924 totaled $10,392.53.
. I. Roed estimates the operating expenses for the ensuing year at
$12,236;06. The depreciation annuity designed to replace the worn
out and obsolete property at the end of its useful life was estimated
by him, as of September 30, 1924 at $2,355.00.

| -Tae rates now in effect for the Bell Vater Company were Ge-
signed when the utility was sefving wator to a comnunity partly given
over to a service which required a great amount of water for irriga-
tion. Tne irrigetion use has greatly been supplanted by ordinary do-
mestic Service and the company 18 now serving the few remaining irrie
gation unsers with water at an economic loss. A study of the rates
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ciscloses the fact that water is served for irrigation purposes at

8 much iuwer price than to domestic and commercial consumers, even
though in some instances the water is served from the same mains and
wader similar conditions. Ve are of the opinion that the present
irrigation rates sre 2 discriminstion against the domestioc and conm-
mexrcial consumers and that those users who demand this type of ser-
vice should pay & more just apd equitable rate.

The record shows that the company earned during the year end;
ing Auvgust Ik, 1924 wnder existing rates, more than seven percenxf
on a reasonable rate base. The Commission finds, after a consider-
ation of the evidence, that the applicent’s present domestic rate
schedule is Just and reasonsble, except as to the minimum charges,
The Commission further finds that_applicant's rates for irrigation
Service should be resdjusted to a@proximate more reasonably the cost
of water to domestic and commercial consumers. The rates £ixed by
the order should yield applicant a return of somewhat more then seven
percent. on & rate base of $130,000.00.

Counsel for protestants developed the fact that certain rules
and regulations of spplicant were in need of modificationm. e are of
the opinion that this company should submit revised rules snd regula=
tions goverming the relations with 1its consumers.

Applicant asks in the petition to this Commission that the
Coumission pass on the reasonadleness of a fire hydrant rental rste.
This rate was agreed to by ropresentatives of the company,“the Bell
Community Fire Protection District and the Bosrd of Supervisors of the
County of Los Angeles, We are‘of the opinion that the-pfovisiona ot
this comtract at this time will not work a hardship upon the existing

copsumers of the Bell Water System and for this reason this Commig-
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ston is of the opinion that ‘the rates as contalned in this con-

tract shall be f£iled -a3 herein ordered:

PIRST SURPPLEMENTAL ORDER

BELL WATER COMPANY having asked permission to adjust its
accounts, to issue stock and increase water rates, public hesrings

having been held before Examiner Faokhauser and the Commission bhav-

ing conaldered the evidence submitted at such hesxrings,

ID IS EEREBY FOUND AS 4 FACT that the sccounts of Bell
Water Company should be ad.;]usted{ that the moumey, yroperty or labdor to
be procured or vald for through the issue of %40 ,500.00 of stock. is
ressonsbly reguired by the company for the purposes herein steted, .
and that the rates now charged by Bell Water Company, . .-
for water supplied‘to its consumers aré unjust and unreasonsble in
go far ac they diffexr from the ':e.tesl herein established, and that the
rates herein oStablished are just and reasonable rates,

AND basing the order upon the Loregoing finding of £act,

and upon the statement of fact contained in the preceding opinion

IT IS ATREBY CRDERED a8 follows:-

1. Bell Water Company shall within sixty days a.'ftef the
date hereof f£ile with the Railroad Commission cop-
o8 of sll journal entries adjusting 1ts accounts,
i1 conformity with the opinion preceding this or~
dexr. '
Water Compeny may issue at not less then par
215,500.00 of 1ts common Stock to reimburse its
treasury becanse of earnings expended for th-e a0=
quisition of properties.  After the reimbursenent
of the company's treasuxry through the issue of
suckh stock, the stock ney be distributed to appli-
cant™s stockholders as a stock dividend.

9 -




3. Bell Water Company may iosue and sell for oaah at
not less than par on or before December 1,1925,
$25,000.00 of common stock and uwse the proceeds,
1f necessary, to acquire ard install the proper-
ties referred to in the preceding opinion. 4ny
procoeds not necessary for said purposes may be
expended only Ior such purposes as the Commission
will aathorize By supplemental order or orders.

4. 3Bell Water Company is hereby authorized and directed
to 2Mle with the Railroad Commission on or be-
fore February 1, 1925 the following sehedule of
xjates 10 be charged foxr all water d.eiivered'to
consumers gubsequent to January L, 1925:-:

MITER RATES FOR DOMESTIC,COMMERCIAL AND IRRIGATION
CONSUMERS
MINIMUM MORAHLY CEARGES
g/e inch peter .

/4 inch meter .
inch meter . .

Y

1-1/2 inch meter
2 inrch metex
3 inch meter
4 ‘inch meter
6 inch meter

s 9 5 & 8 8 s
* 2 s * » 4 B »
* * % 3 8 8 8
LA T S S S
* 9 s 8 % & o @
* 9 9 o B ¢
* 52 0 " P 8 4 @
¢ 5 9 & & 8 9 @
t s 8 2 % 4 @
¢ % g 0 0 0

Bach of the foregoing monthly minimum charges will
entitle the consmers to the quantity of water that .
the minimum monthly charge will produce at the fole-
lowing "monthly meter rates.,”

MONTELY MESTER RATES
Prom o0 to 500 cR.TT.,Per LOU CUeTle sevesseesel0.
From 500 to 2000 cu.ft.,per 100 CUefTe ccaceses 15
2000 cu.ft.=znd shove per 100 cn.fts .ceeeeaa .10

FLAT RATE IRRIGATION USE P®R EHQUR
Full £flow of pump #2, L HOUL OF 168S sesseass..s3.50
All in excess of 1 hour,per howr or Lrac-
' tion tvhereof essessrsesasssnsessrnscas Ja00

JIRE EYDRANT RENTALS
261‘ hydl‘an't Pel‘ montE o RTetNLtant st antansas 31.50
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5.  Roll Water Company shall within thirty deys after the
date of this order £ile with the Rallros=d Commis-

alon rates, rules and regulations governing ser—
vice to its congumers, 9Said rules and regulations
to vecome effective upon their acceptance for £iling
by the Railroad Commission.
Water Company shall keep suck record of the issue,
sele and delivery of the stock hereln anthorized
and of the disposition of the proceeds as will en-
able it to file on or ‘before the 25tk day of each
nonth a verifs.ed: report, as required by the Rail-
road Commission’s General Order No. 24, which or-
der in so fax es applicable, is made a part of this
order.

7. The eflestive date of this order shall e twenty days

from and after the date hereofa

pim———

DLTZD at San Fremcisco, Californis, Tthis [ 2 {/t“d.ay of

Jenmary, 1925,

Commissioners.




