Decision No. _3:_8 0 84

SEFORE TEE RAIIROAD COMMISSION CF THE STATE COF CALIZORNIA

In the Matter of the Applicetion of
CALIZORNIA WATZR SERVICE CONMPANY,

& corporation, Zor (1) order euthor-
izing issue of stocks and bonds; (2)
order suthorizing mortgage of cexr- |
taln public wtility properties; and

(3) Jointly with C. B. Jackson,

Chico VWater Supply Corrany, & corp-~
oration, Port Costa Water Compeny, &
¢orporation, Fresmo City Water Corp-)
oration, a corporation, Visalia City

Yater Comperny, & corporation,

Tlectric Water Company, & corpora- N\, 4pplication Neo. 13514.

tion, Bakersfield Water Works, & ‘

corporation, and Hermeosa-Redondo

Water Compeny, a corporation, res-

pectively for an order authorizing

purchase and sale of certain public

utility properties.

KeCutchen, Olney, Marmon & Greene, for sprlicants.
Arthur E. Garland, Deputy Commissioner of Coxporations.
E. F. Brittan, City attorney for City of Bakersfield.

Ioren A. Butts, City attorney for City of Fresno and
City of Vissaslis.

Jeo L. Johneson, City attorney for City of Stockton.

BRUNDIGE, COMMISSIONER:

C2INION

The Railrcad Commission is asked to make an order as

follows:=
1. Jduthorizing California Weter Service Company to issue
and sell at 90 percent of their face value and

acérued interest %6,600,000.00 of five percent




first mortgage 25 year bonds (Series A): to issue
and sell at 87 percent of pax'vaxue-gz;lso,ooo.oo
of six percent cumulative preferred stoek; amd, to
issue ond sell at 75 percent of par value
$2,149,300.00 par velue of common stock.

2. Authorizing Californis Weter Service Company to use the
proceeds ($9,422,475.00) obtained from the sale of

the stocks and bonds for the puxposes nereinsfter

set fortk.

3. Authorizing applicant, C. B. Jackson, to sell and convey
and Californis Water Service Compeny to purchase the
bropertles and business compricsing the Chico Vecino
Water Company (unincorporsted); the properties and
business comprising the W. E. White Water Compaxy,
(unincorporated); and & lot &t Visslis used and
usable in comnection with the Visalia City Water
Compeny system.

4. JAuthorizing Cellifornis Tater Service Compery to purchase,
bold and own the stocks of Chico Water Supply Comveny,
Port Costa Water Company, Fresno City Water Corpore-
tion, Visalia City Weter Company, Tlectric Water
Company, Bakersfield Water Works and the commox stock
of Hermosa~Redondo Water Company.

S futhorizing the Chico Teter Supply Company, Port Costs
Yeter Company, Fresmo City Water Corporation, Visalia
City Water Compuny, Zlectric Wate: Company,
Bakersfield Water Works end Hermosa-Redondo Water
Company to sell and convey and Californis Weter
Sexvice Compeny to purchese and take over,et & Price

to be agreed on between sald Californie Water Service




Company and scid corporastioms, all the properties and
businesses of cald corporations and each of them.

be Authorizing C. B. Jackson to sell, assign, transfer and
set over to the Californis Watcr Service Company all
ais right, title and interest in and to the contract
between C. 3. Jackson and Pacific Gas and Zlectric
Company dated December 7, 1926, and any smendments
snd modifications thereof, so that zaid Celifornia
Water Service Comvany may be substituted in the
plece and stead of C. B. Jackson with respect to
said contract; alse, suthorizing said Pacific Gas
and Electric Company %o convey, transfer and set
over direct to spplicant, Californie Water Service
Comnany, all the properties, businessec, rights and
privileges included in said contract.

7. JAutnorizing California Water Service Company to make,
execute and deliver a first mortgage on the public
utility properties to be acquired by it as afore-
said, & copy of which mortgage has heretofore been
£iled with the Commissiorn as applicant®s Zxhibit 4.

8. JAuthorizing applicant, C. B. Jacksor, (as the owner of

the wnincorporated water systems kmown as Chico

Tecino Weter Compeny and W. E. White Water Company)

and applicants, Chice Weter Supply Company, Zort
Costa Weter Company, Fresnd City Water Corporation,
Visalie City Water Company, Electric Tater Compeny,
Bakersfield Water Works and EermoSa-Redondo Water
Compeny, to abandon and discontirme their respec-
tive public uwtility obligations and sexrvice and to
cease furnishing and suppylying water service 1f, as




and when the transfer of thelr resvective
properties to the California Woeter Service

Company chall decome effective.

In general, 1t may be sald, that this application

dovolves the transfer of the properties to.the Fresno City Water
Corporation, IZlectric Water Company, Viszlia City Water Compery,
Eermosa-Redondo Watex Compeny, Port Costs Water Compeny, Chice
Waeter Supply Company, Bekersfield Water Works, the water systems
oL the Pacific Ges end Zlectric Company located st Dixoxu,
Stockton, Livermore, Willows, Oroville snd Redding and the water
properties owned and oporated by C. B. Jeckson under tke neme of
the Ciico Vecino Water Compsny end W. Z. Waite Weter Compeny, %o
the California Water Service Company. It sppesrs thet it is
the intentiom of the Californie Water Service Company t0 buy the
capital stock of tae different corporatlons, o waick reference
keg been made, (other than Pacific Gas end Electric Compexy) end
Taereafter couse each of such corporations to transfer their
properties end businesses as & whole, subject to lisbilities, to
the Californie Water Service Compeny. Waile applicants do
net state the price at whick the properties will be transferred,
it is of record thet such price, including the liabilities
assamed, will not exceed $9,422,4?5.00.

It appears further that it is the intentionm of the
California Mater Service Commany to redeem all of the bonds
($2,249,000.00) of the subsidiery companies. The ¢ost of
redeeming the bonds is reported st $2,é?0,988.75. The bonds to




be redeemed gre as follows:e

Name of Amount of Next
Corporgtion Bonds Call TRedemp~
Outstanding Rate Price tion Date

Anount Hew
aulred to
Redeem on Next
Redemption
Date with
Interest

Chico TWater

Sepply Company 43,000, Pax May 2, 1927
Port Costa

Tavter Company 550,000. : July 1,1927
Presue City Wetexr A
Corporation -

First Xortgage 157,500, on
Tresno Qny W&ter my 1,192?

Corporation -
First & Refund

ing ' '
Series A 400,000. : Xov. 1,1936
Fresno ity Water
Corporation =
Tirst & Refunding
Serieg B 150,000. ; May 11,1927
Presno City Water ’
Corporation -
First & Refunding -
Series ¢ 400,000, 105 ZLug. 1,1927
Visalis City
Yeter Compary 68,000.x 102 July 1,l927
Bakersfield .
Water Works 88,000.y¢ &5 102 Sept.X,lez27
Hermosa~Redonde

Tater Company 392,500. 6%% 106 Juwne 1,1927
' $2,2¢9,000. |

44,075.00
595,375.00

169,312,50

£80, 000.00

161,625.00

432,000.00
7%,320.00
92,400.00

424, 881,25

$2,670,988.75

x Of these 568,000. of bonds $4,000. mature by their

terms July 1, 1927. .

o In sddition to these $88,000. of bomds, 46,000. mature

by thelr terms Marck 1, 1927.

Apvlicants report thst it will cost the California
Vater Service Company $9,422,475.00 to scouire the properties to

whickh reference hes been mede. The §$9,422,475.00 ia segregated

&8s follows:te

To purchase stocks, properties, privileges ard
rights - - - - a L ] - - L -
(Tais covers purchase of the common Sapital
- 8%ock of Cakeo Water Supply Compsnyly Port

$5,6%0,503.80




B20TGET FORWARD .$%,630,503.80

Cozta Weter Compeny, Fresno City Waler Corp-
oration, VTisalis City Water Compzny, Zlec-
tric Water Compeny, Bekersfield Watexr YWorks
and Hermosa-Redonde Weter Compeny; also, tae
oroperties now owned by C.3.Jackson and
opersted mwnder the nsme of Chico Tecino Water
Company and the W.ENhite Tater Company; glso,
2 lot gt Visalis uzed ond usable in conmection
with the Visalia City Weter Company's system;
also, 8ll the rights end privileges.of C.3.
Jackson in and to that certain conltract dated
Decenber 7,1926, between sald C.B.Jackson and
Pocific Ges & Zlectric Company for the pur~
cnase of the water systems owned by the latter
in the cities =nd towns of Stockton, Oroville,
Redding, Willows, Dixon and Livermore.

estimated expenses of scquiring and consoli-

dating 21l of the properties including legeal,

engineering, accounting, title and other

eXPENSES .+« 4 e+ x « e« s . 2B85,675.00

The estimeted cost of redeeming $2,249,000.00 of
bords of subsidiery companies . . . . .2,670,988.75

To poy balance due on contract for the purchease
of the certain water systems owned by Pecific
Gas & Electric Company . . . . . . .2,355,000.00

To pey the cost of redeeming $85,000.00 par value
of vreferred stock of Hermosa-Redondo Water '
Corveny . . . e . . " . . . . 86,487.50

To vay the current 1igbilities of the different
water systems not covered by current assets. . 91,532.54

To expend for supplies, working copital and <o
cover the additional cost to be paid to the
Pocific Ges & Zlectric Company for additions
end betiterments since July 3%, 1226 . . . 301,887.41

SssstbesserosdesnsRas $g1422’475.00 )

o . It will be moted taat the 99,422,475.00 includes
%42%,476.25 waick, it is safid, mest be expended to redeem outstand-
ing bonds exd preferred stock of conpanies whose proPertigg
Colifornic Water Service Coﬁpany intends to sequire. I 
believe that the $423,476.25 1S & part of the cost of financing

the consolideted properiies. Waile I ¢all attention to this
one item, it should not be inferred from such reference that I

at this time cpprove the other items of reported expenditures or

find the same 4o be reasonshle. >y
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Representetives of the Commission are now engaged in
examining the valuations of the nroperties snd finencisl statements

submitted by epplicents. C. T. Chemery, Precident of Califormis

Weter Service Company, and ¢OMnSel for sprlicants urge that the

reported valmations are so muck in excess of the $§9,422,475.00
thet & deteiled examination of the valmations is wanecesssry.

Tkey uxrge Tuxther thet iV is Imperstive that the company vroceed
immediately with the sale of its securities 10 finence the scquisi-
tion of the propexrties. While it mey be desirable that the
securities shomld be sold forthwith, I em not mow willing to
accept for the purpose ¢of the copltelization of the yproperties
either the velustions submitted by applicents ox the reported cost
{£9,422,475.00) of the properties. In my opinion, the
Commission cannot accept eitaer wntil its representatives have
concluded their examinetiorn of the veluations ond financlel state-
rents submitted by appliconts.

I am willing, however, to recommend to the Commission
thet it enter o vreliminsry order in this matter suthorizing the
trousfer of the yroperties and the issue of not exceeding
£2,000,000.00 of common stock. X £insl order,suthorizlng the
issue of additionel stock (common end/or preferred), bonds and the
execution of & mortgage, will be entered by the Commission after
its represerntatives have concluded their examlnation of the valua-
tions and financisl statements.

Xo protest was entered agalnst the transfer of any of
the properties reforred to in this spplication, though the City of
Frosno soumght to protect its interest im the ovent it initiate &

condemmetion proceeding to acquire the properties now owned by

Fregne City Weter Corporstiox. In 80 far as the City of Iresno

L3




is concernmed,the company stipulated as follows:

"The applicent, Califorria Water Serviece
Compeny, is willing to agree that if the Commission
,oekes ar oxder sought by it in the pending applica-
tion, it will no0t claim &= against the City of
Fresne in any Lfuture condemmation wroceeding brought
within 2 yeaxr from dste by suid City, that the val-
vetion of the Fresne properties recently acquired in
the name of Ir. Jackson has been increased by the
maxing of such order; and it further sgrees that 1if
said condemmatior proceecdings are brought within the
perliod of one year from date 1t will not clainm in
such proceeding it has been or will be damaged upox
the pround thet all the property now owned by the
Fresne City Water Corporation will be severed from
vhe other non~odjocont vroperties which the
California Water Service Company seeks +o ascquire.

The representatives of Fresno wanted a
stipulationr of that sort, and we are willing to
give it.7

I herewith submit the following form of order.

The Railroad Commission having been asked to enter its
order as indicated in the foregoing opiniorn, & public hearing
baving beern held and the Railroed Commission being of the opinion
thet it showld at this time gront this applicetion only to the
extent alfirmatively indiceted ix this order; that it showld
authorize the issue of not exceeding $2,000,000.00 par veluwe of
its common capitsl stock;: thet the moﬁe'y, vroyexrty or lshor to be

procured or palid for by such issue of stock is reasonably required
by opplicant, Califoxnie TWater Service Compony, and thet the

purposes Jlor which the compeny is authorized to expend the proceeds
from the sale of soid stock are mot im whole or im pert ressonsbly

chergeable to operating expense or %o income,




IT IS ESREBY ORDZRED as follows:-

l. ALpplicent, C. B. Jackson, is hereby authorized to sell
and convey to the Celifornie Water Service Company
and seid Californis Water Service Compeny 18 hereby
suthorized to purchase the properties and bhusiness
comprising the Chico Vecino Water Company (mnincor-
porated); the proverties and business comprising
the W. E. Waite Water Company (vnincorporated), and
e lot in the City of Visalis wsed and ussble in
connection with the Yiéalia Water Company system.

2. Applicant, C. B. Jackson, 1s hereby authorized to sell,
assign, transfer and set over to Californmia Water
Service Compery all his right, title and interest
in ond t0 the contract between ssid C. B. Jackson
and Pucific Gas and Electric Company, dated December
7, 1926, and any smendments and modifications
thereof =o that/giéifornia Water Service Company
may be substituted in the place and stezd of
C. B. Jackson with respect to said contract.

3. Applicant, Pacific Gas end Flectric Compsny, 1S hereby
anthorized to convey, transfer and set over direct
to applicant, Celifornie Water Service Compeny, &ll
the properties, bucsinesses, rights and privileges
included in said contraet dated December 7, 1926,
and axy amendments or modificetions thereof.

4. Applicant, Colifornis Water Service Company is hereby
euthorized to purchase, 2old and own the common
g8tock of Chico Water Supply Company, Port Costs
Watexr dompany, fresno City Water Coryporstion,
Visalia City Water Compeny, Electric Water Company,
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Bekersfield Water Works snd Hermoss-Redondo Weter
Comyeny.

5. dpplicants, Chico Water Supply Company, Port Cosia Water
Company, Fresno City Tater Corporation, ViSalia
City Weter Compeny, ELlectric Water Compsny, BaXerse
f1eld VWater Works, Hermosa-Redondo Water Company, are
hereby suthorized to sell and convey to Californis
TWater Service Company, and ssid Celifornis Weter
Sexvice Company to purchase and take over the proper=
ties and business of said corporstions and eesch of

them.

6. The purchase price of the vroperties which the California

Tater Service Company is hereby asuthorized to acquire
shall not exceed 59,422,475.00.

7. Applicant, Californis Water Service Compeny, is hereby
authorized to icswe £$2,000,000.00 par velue of

ané sell sseid $2,000,000.00 of common stock

common stock/Together with such edditiomal stock,
(common and/or preferred) and bords which the
Commiscsion mey hereafter'authorize to be issued for
not more tianm $9,422,475.00 ond uee soid §9,422,475.00,
or lesser amount, Zor the purposes zet forth in the
foregoing opinion, provided thet the Commission is
wader no obligation to suthorize the issue of
securities equal in par valwe to the $9,422,475.00,
or lesser smownt, oxnd, provided further, that only
such pert of the $9,422,475.00, or Leeger amount, as
may hereafter be determined by the Commission, shall
be cherged to fixed copitel sceomnt.

8.  A4pplicant, C. B. Jackson, =5 the owner of the wincorpor=

ated water s ‘stcms xxown as Chico Vecino Water

Company, W. Z. White Water Company, and applicanti;
364
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Chico Water Supply Company, Rort Costa Weter Compeny
and Fresno City'Water«cOfporation, Visalia City Water
Company, Electric Water Company, Bakersfleld Tatexr
Torks arnd Hermoss-Redondo Water Company, are hereby
anthorized t¢ abandon and discontinue thelr respec-
tive public wtility operations snd service and to
cease furniskhing and supplying water service if, as
and when the transfer of thelr respective properties
t0 the Celiformia Water Service Companry shall become
effective.

9. TUnder tahe authority herein granted no properties may dbe
transferred end no stock issued after December 31,
1927,

10. Applicent, Californie Water Sorvice Company, shall keep
such record of the issue, sale and delivery of the
stock hereln autnorized and ¢f the disposition of
the proceeds as will enadble it to file on or bhefore
the 25th day of each month a verified report, as
required by the Rallroad Commission™s General Orxder
No. 24, which order Insofar as applicable, is made a

vart of thic order.

The foregoing Opiriox and Crdexr sre hereby approved and

ordered filed ag the Opinion and COrder of the Railroed Commission
of the State of Celiforniz.

DATED at Son Franmeisco, Coliformia, this _;j;[2¢¢4
dey of Merch, 1927. '




