Decislon No.

BEFORE THE RAIIROAD COMMISSION OF THE STATE OF CALIFPCRKIA

In the Yatter of the ALprlication of
SWIETVATER WATER CORBORATION

)
)
%
for authority to sell its proper- )
ties and 1o discontinue public )
ntility service, and The Sweetwatex)
Water Corporation to purchase the )
said propertie= and to asswume the )
said public wtility service, and to)
issue bords, preferred stock smd )
commor stock in payment for said )}
properties. )

Application No. 1358C.

Charles D¢ Y. Elk:zs,
for The Sweetwzter Water Corporation,

Philip Storer Thacher,
for Sweetwater Water Corporation.

3y TED COMMISSION:

The Reilrosd Commicsion is =sked to enter an order author-
izing,Sweetwater Water Corporation to transfer all of its propertics
to The Sweetwater Teter Corporstion and to discontinue pudblic utility
service; su thorizing The Sweetwater Water Corporation to purchase
the properties of Sweetwater Water Corporstion, and to issue
$1,200,000.00 of six percent twenty-five year first mortgage bords,

3150,000.00 of seven vercont cumulative preferred stock and




£750,000.00 of common stock snd sell such bonds at not less than
95—1/2 percent of their face vaine and acerued Interest and use the
proceeds realized from the sale of gald bonds or said bdonds together
witk the preferred and commorn stock 10 pay for the properties of the
Sweetwater Water Corporation.
Sweetwater Waler Corporstion was organized inm 1920.
By Decision No. 7202, dated Maxch 2, 1920, the Commission suthorized
the company to issue $1,000,000.00 of common stock and $450,000.00
0L six percent serial bonds, 1921 - 1940, et not less than ninety-
five and =scerued interest. By Decislon No. 15697, dated
Xovomber 30, 1925, the Commission aunthorimed the company to issue
$100,000.00 of six percent honds dme Jaruary 1, 1940, at not less
tean ninety-eignt and acerued interest. As of Decermber ZL, 1926,
“re compary reports outstanding $1,000,000.00 of stock and
$445,000.00 of boxrds. The assets end licbilities of the company
2s of the same date are reported us follows:=-
ASSETS:
Tixed Capital Installed Prior to January 1,1913
Tixed Capitel Installed Since December 31, 1912.
Construction Work Im Progress . . . .
caSh. - - L] » - L] M - - - -
Xotes Recedivables . . .+ « . .
Due from Consumers and Agents . .
Iiiscellancous Accounts Recelvable
Moterial and Suppiies . . . .
Prepeid Taxes. . .
Brepaid Insurance . 268.04&
Cther Zrepeyzents . 114.00

Tramortized Discomnt on Securities S 3,169..66
other suspcnse'n - - - - [ 3 - - ‘- - 1 310.91

motal Assets . . . STTUEZ. 05087

83,177,907 .49
482,277 .56
1,042.48

5,198.82
1.0.000.00
7,758.18
1,845.23
Z1,779.26
281,34
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LIABILINIES:
Coprtial STOCK o o 4 o . . .
Tanded Dobt . . . o . o «
Notés Payable . « « . . . .
dudited Vouchers snd Wages Unpal

$1,000,000.00
4£45,000.00
12,000.00

30", 0?'84.85‘
1,114.62
15.26

8.00
38,246.16
8,984.88
36.,413.62
236.97
160,6438.52
SL,722,952.87

Consamer°' Deposits . . . .

riscellaneons Lccounts anubl .
Taxe~ Acerued . - . . . . . .
Interest Acerued. . . .
Consumers Advences for Conutrucuion

Resexrve for Accrued Depreciation. .
TheY BOSOTVTOS. v o o o o o o o o &
Corporate Surplus . . . . . . .
;otal Liabilit
2. 4 r.
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Dongtions in Aid of Construction. . .
i




Sweetwater Water Corporation serves a territory located
in San Diego County, which territory comprises o small portion of
the City of San Diego, 2all of the citics of Netionsl City and
Caunls Vista arnd & large wnincorporated ares iz the vieinity.

Tae territory served by the Sweetwater Watexr Corporation is reported
t0o have 2 populetion of cprroximetely 20,000.

The Sweetwater Water system secures ite entire supply
tarough tae impounding oL the discharge of the Sweetwater River and
its tridutaries and storing these waters in & reservoir of 31,000
acre feet, oxr 10,000,000,000 gallons, cupecity. This reaervoir
is formed vy & céncrete and rudble maconry dam of the arched gravily
typo, 700 £1. long and 110 f£t. khigh from the lowest point of founda-
tion3 to the siphon spillwey 1ip, which corrcsponds to geuge height
90 £t. The dam is locoted ir a gorge of the Sweetwater River
approximetely four miles east of the eestoerly limits of the cities
of Nationel City and Chuls Vista. From the dam two trensmission
Pipe lines of 24 inch and 30 inch diameter located resPQctivelv on
the north snd south sides of Sweetwater Valley lesad in & westerly
direction to National City and Chulae Vists, ard at the easterly
limits 0f these cities mexrge into the distridution system which cone
sistes of 510,000 feet or 96 miles of pipe linec ranging from 30
inckhes to 3/4 inch in diameter. It is reported thet 4,550
services ranging in dismetexr fromzz/i,inch o six incnes are
commected to the distribdution system of which practicelly all are

netered.

To insure ageinst drougnt or other conditions tending to

interrupt sexrvice, the corporstion nas drilled two wells oxn Quarter

Section 109 of Rancho De Ls Naciom which csn be equipped with pumps




end conmnected to the pipe system without delay showvld the need
arise. Ir sddition -to these wells, the corporation owns in
foe fourteen treets of land waich it is ecluimed sre of proven
water producing quality located in the Sweetwuter-vﬁlley below
tie dam wpon vhich welle can ve drilled and pumps instelled when
reguired. The grogs area cupplied witkh water for all
vurposes is reported at spproximately 6,000 acrecs. The total
water deliveries from 1922 to 1926 ineclusive are reported as

follows:=-

Egquivalent
ix million
gellons

pexr day

4,12
4aT7
5.61
5.18
5.04

5%

Total
Deliveries
In Lfere Feet

4,615
5,339
6,280
5,774
5,640
Py
5,530
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Taere has been filed 1A thic procecding s applicanta’
Exhidbit ™" a report prepaered by The Loveland Inmgineers, Inc. ‘
In Zxkibit "D" the estimated reproductiom cost new, the estimated
teproductioﬁ'éoat new less depreciation (straight line basis) and

the estimated original cost of the vroperties of the Sweetwater




Yater Corporation are reported o8 follows:w

fzctimated réproauctionm §Zstimeted -
cost f0riginal
Account Items Now {Depreciated( Cost
Organization & prelimirary : . .
expenses . . $10,000. $10,000. $10,000.
Franchises or operative rights . '5,000. . 5,000. ‘ 500.
Welter rights « . . . . . . 250,000. 250,000. 250,000,
sLands and rights of way 433,737, 433,157, 433,737
Buildinge,structures & grounds . o%,887. 81,605. 57,368. -
Sweetwater reservoir . . . . . 1,202,188. 1,007,998. 664,272,
wells . . 1,425, 1,181, 1,375.
Punmping equiyment. . . . . 1,175, 1,116. 1,124,
Parification system. . . . 3,074, 2,869. 2,942,
Tronsmission mains . . . . . 407 433. 192 024. 283,758.
Distribution mains . 877,104, 460, 141. 696,762,
Tenks . . 3,793. 3,698. 3,63L.
wymts. “a & & & & ® = & & = &as 13,484. 97‘8810 9’296.
Services . . . 65,638. 39,412, 56,562,
102,094. 74,176, 64,552,
Xisel. distribution equipment .. 1,025. 1,025, 1,025.
0ffice equipment,maps & records. g,024. 8,024. 8,024.
Saop equirment 3,195. 3,195, 3,1958.
Aotomotive egquirment. . . . e 10,157. 4£,182. 10,157.
Yaterials and suppliec 32,732. 32,732. 52 n32.
Subatotel. - o+ v o v o o . o SBTEESIEE. &TIESL,996. STIEILLOE.

Going Concerr Value. . « . « .. 200,000 200,000. 200,000,

c:anu:om........ﬁng:‘,m.fmm ST BIT. 0Lz,

The Lovelend Engineers, Inc. have also caleunlated depre-
ciation on & six percent sinking fund basis. Cr this basiz they
would deduct $535,046.00 from the estimated reproduction cost new
and $335,740.00 from the estimated originel cost.

In cormection with Applicatiom No. 6715 (rate proceeding}
the Commission®s Engineering Depertment &s of December 31, 1920, !
estimeted the then original cost of tho properties of Sweetwater

Water Corporation at $1,704,752.00. That eppraisal included no
gllowance for water rigats, no allowance for goling concern velue,
no allowance Tor materials and supplies and incluwded lexnd at &
velue of $228,894.00. The net cost of =zdditions from December
31, 1920 to December 31, 1926, are reported at 266,702.00 which,
added to the estimated original cost, ag reported om December 31,
1920, makee = total of $1,971,454.00. The estimated original
cost of the vropertics a& now roported by The Lovelarnd EZngineers,

Se




Inc. iz $839,548.00 more *then the estimated original cost reported
on December 31, 1920 plus net sdditiors. The principal reason
for the diffeorences is that the estimated originsl cost as of
December 3L, 1926 includes en allowance of 5250,000.00 for water
rights, the present velue of the lands, whick 4s $198,796.00 in
excess of the yalue oL lend included in the 1920 eppraisal, sn
allowence of $200,000.00 for going concern value and an increase of
£143,685.00 in the estimeted cost of the transmission and distridu-
tion mains. '

TTor the years from 1922 to 1926 inclusive the reovermes
ond expenses of Sweetwalter Tater Corporation sre reporied by The

Loveland Enginecers, Inc. & follows:~

T T 7
{ § 1225 | 1926

{1
DESCEIZTION % 1922

v
1923 g 1824

ToCOME aCtouat:
géefgﬁing'Hevonueu '“162 ggé ggé 88 %ég gg%alo,ggg.§9$192 gig 6g§ Og 302.95
on-{ver. e 2 92422

Totel Revenmes. . . IO EOT.IV. IS8 26795 m 0L 2.5 TIE 001 1T,
Cperating Expenses
before Deprecxaulon 83,797.46 &9, 533 30 71,930.97 71,198.27 63, 061.97

ron—oneratigg M 0 & 418 75 2,483.46 2,558.47 2,158.,7
Ses and deductions 3,066.4& 2 < 463 .4 o .
Total Sxpenses. . ©6,068.00° TL,000.08 " T&,00% 43 73 T BGel&: 6D, U.é?-
Xet Revenue Before
Deprecicetion. . . 105,733.25 116,315.95 144,755.18 130,7T21.11 146,780.50
Denxec;a ion calew=
lated 6% sinking :
fend basis . . . o 11,368.57 1Ll,749.72 11,.877.4%3 18,260.57 12,771.43
Xet Revenue Lfter De-~
preciatior but Before
Tederal Inconme Toax 94,386.68 104, ,566.23 132,877.75 118,460.54134,009.07 .

Sweetwater Water Corporation In its reports filed with tae
Lailroad Commission included in operating expenses the following
smovnts for depreciation, 1922 - $20,000.00; 1923 -~ $526,359.10;
1924 - 330,000.00; 1925 - 5$30,000.00;and 1926 -~ $30,000.00.




Oz the ﬁasis of original cost The Loveland Engineers, Inc.
estimate depreciation acerued on the sinking fand method et
$335,740.00. Interest ot the rate of six porcent on this amount:
is $20,144.40. In tis comection it chowld be sald that no
depreciation wae caleulated on water rights, lands, going concern
value, genersl miscellaneous construction expenses and materiasls cond
supplies.

7o acquire the proverties of Sweetwater Tater Corporstion,
The Swectwater Weter Corporation asks permission to issue
£1,200,000.00 of six percent 25-year bonds, $150,000.00 of seven per
cent cmmulative preferred stock smd $750,000.00 of common stock.

Two reasons nave been advanced for the transfer of the
vroperties of the Sweetwater Watexr Corporatiorn to The Sweetwuntex
Yater Corporation. It is slleged that the stockholders of
Sweetwater Water Corporation do not desire to invest any additionsl
moneys in the properiies, in order to extond the same, and furtiher,
that the present mortgage ¢ Sweetmater Water Corporation provides
only for & 5600,000.00 bond issue, of weich $550,000.00 have beexn
iesued. It ic felt that the cost of extensions, additions and
betterments of the water system can be finenced more readily if the
eroverties are transierred to & new corporation and that corpora-
tion yermitted to execute a new mortgege. While such may be the
cace, we do not believe thet it iz Iin the public interest thet the
bond issue on these properties be inereased from 5550,000.00 (now
$445,000.00 outstonding) to 31,200,000.00 and that the stock issue
bo deeressed froem $1,000,000.00 to $900,000.00.

It ic reported thet the net revenume hefore depreciastion
for 1926 wae 2.04 times the interest on $1,200,000.00 and thet the
net reverme after depreciation for 1926 S 1.86 times bond interest.

Tae projected net revemme for 1927 38 reported at 2.22 times bond '




interest before depreciation and 2.04 sfter depreciatlon. It
occurs 40 us thot in vroceodings of this Xdnd too much emphasié is
given to the mambexr of times net carnings moy exceed bond intorest.
“nile toe estimated net revenue for 1927 is over twice times the
amovat of interest on the proposed bord issue, the valance remoining
aftcr providing for depreciatlion and dividend on tho »roposed issue
of vreferred stock, will, if realized, be sulficlent To pay &
dividend of only 4.9 percent on the proposed commor stoek; & condiw-
tior which ix onx apinion is not couducive to socuring a proper
price for ta: bonds or & ready market for preferred end comreon
STOCXKe.

Te have concidered the recuecst 0f The Sweetwater Water
Corporation for permissiorn to lssuc stocks and bonds and believe
teat suck reguest In so far as it involves the issue and ssle of
$1,200,000.00 six percont 25-year bonds at 93-1/2 apd the issue of
3150,000.00 of seven vercent cummlative preferred stock should not
be granted. ‘In our opinion the compsny saould not issue nmore |
than $1,000,000.00 of bonds, euch bonds to bear interest at 5-1/2
percent per onmm and be sold for net less than 93-1/2 and scerued

terest. The vreferred stock saould vear cumulative dividends
et not exceeding =ix vercent per anvmm. The vroceeds from the
bords or the bonds themselves and the stock (£150,000.00 preferred
end $750,000.00 of common) shell, subfect to the »edexption of the

\
bonds of the 6ld company, be delivered to the Sweeltwatexr Water

Corporation in vayment for its properties, such proverties to de

free and c¢lesy of all lienz and encumbrunces. IZ the new




conpany decides to assume the payment of the bonds of thé old
company, only $555,000.00 of the bords herein authorized to be
icsued msy be $0ld and delivered. Tpon the cancellation of tae -
$445,000.00 of bonds of Sweetwater Weter Corporatior, and the
release of the mortguge of thet company securing the payment of
such bords the remaining %445,000.00 of bonés mey be issued, sold
and delivered.

The Sweetwatex Water Corporatior hes submitted o ¢opy of
its proposed moxrtgage and/or deed of trusf. The instrument is
in satisfactory form except in the following'particulars: first,
The Series L bonds skowléd be limited %o $1,000,000.00 (now
31,200,000.00); second, the remeinder of the bonds ($4,00C,000.00)

zay be sathexticeted by the trustee In amounts equal o0 not ex=-

ceeding sixty percent (now seventy-five percent) of tae cash cost

or fair value, waichever is less, of yroperty acouired or con-
gtructed; and third, the provislons of the mortgage, cuch us may
be modified, should not be modified except with the consent of the
holders of at least eighty percent (now seventy-five percent) of

the outstanding bonds,

Sweetwater Weter Corporation having avplied for pex—
miscion t0 sell its mropertiec to The Sweectwater Watexr Corporstion
ané +tpnereafter to discontinume public utility service and The
Swectwater Water Corporatieon having ssked permission vo purchase

said proverties snd issue $1,200,000.00 of f£irst mortguge six




percent 25-year bozds, $150,000.00 of seven percent cumulative pre-
ferred stock, 5750,000.00 of common stock and execute & mortgage
and/for deed of trust to sccure the payment of an suthorized bond
issue of $5,000,000.00, = mublic hearing having been held before
Zxeminer Fenkhauser end the Commission having considered applicant’s
roguests and being of the opinion that the Sweetwater Water COrporé-
tion shomld be vermitted to trunsfer its properties snd The
Sweetwater Water Corporatiom should be permitted to issuwe
$1,000,000.00 of first morigege five and onc helf percent 25-yeax
bonds, $130,000.00 of six percent cumulative vreferred stock end
$750,000.00 of common stock and execute o mortguge end/or deed of
trust es provided in this order; that this application insofar as

it involves The issue 0f six porcent bonds end Seven percent
yreferred stock should be denied without nrefwudlce; that the money,
property or labor to be procurcd or peid for by the issue of such
StoeXk and bonde Iis reasornably required by The Sweetwuter Tater
Corporation and that the expenditures herein authorized are rot in
whole or in pert reasonsdly chargeable to operating expenses or to

income, therefore
I7 IS HEREBY ORDERED a3 follows:e

1. Sweetwater Water Corporztion may traensfer on or before
October 1, 1927, all of its properties (Txaibit E) to
e Sweetwater Woter Corporation and thercafter dis-

continue public wtility service, provided that within

iy (5Q) days after the 4ransfer of such properties

i1t 2ile with the Commission s report covering its

operatiomns from Januvary 1, 1927, to the date of the

transfer of its properties.




2. Tee Sweetwater Water Corporation may execute e mortgege
1d/br deed of trust cubstantially in the sane ﬁorﬁ a8
the mertguge and/or deed of trust filed with the Commis-
sion oz liay 16, 1927, provided seid mortgage snd/or
Geod of trust is modified, =2 indicsted in the orinicn
which precedes this order, snd provided further “hat
+he authnority herein granted to execute o morigege
end/or deed of trust iz for the purpose of this pro=-
ceeding only and is grunted insolsr as this Commission
urisdicsion wader the verms of the Public UHLli-
tics Ac%, and iz not intended as sn approvel of such

crtzage end/or dced of trust .as to such otker legal

reguirements to which sald mortgage and/br deed oL

truct may ve subject.

3. The Sweetwator Yoeter Corporation may issue end sell on or be-
fore October 1, 1927 ot not less tawn 95~1/2 percent ¢2 their
faca value and ccerued interost ©1,000,00C. of Lirst mort-
Jage five ond ome helZ percent 25-year cinking fund gold
ponds spd deliver the wroceeds received from the sale of
such bonds or the bonds themselves, together with not ex-
ceeding $150,000. par value 0% six porcent cumulative pre-
2erred stock and A750,000. par valme of common stock to the
Swoetwater Water Cornoration in poyment Zor 1ts preperties
2»g0g and clear of all encumbrences, nrovided that i1f The
Sweetweter Water Corvoration assumes the payment oI the
cutctanding donds of Sweetwatex Weter Corporstlon the
amownt of bonds which The Sweetwater ‘oter Corporsation may
celiver in payment for the properties of the Sweetwater
rater Correration chall be reduced by an emount equal to
the face axount of vonds sssumed. TUnon the payment ol the
wonds of Sweetwater Wetor Corporation by The Sweetwater Waler
Corporstion, the latter may lssue bonds in liew of these

scsuned by it. 1l-

O




Thiz application insofax ag it involves the issue of six
vercent bonds and the issue of seven percent vreferred
stock and the issue of $200,000.00 of bomde is hereby
denied without nrejudice.

Tithin tairty (30) deys efter the execution of the
mortguge and/or deed of trust roferred to acrein The -
Sweetwater Weter Corporation saell f£ile with the
Commicsion two cexrtified conies of such inétrument.

Within thirty (30) days after the transfer of the proper-
tiles nerein aunthorized, Sweetweter Water Corporation
ghall £ile wiva the Rallroad Commicssion & statement
szowing the date ox whica it sold and transferred its
proparties and the date on which 1t delivered
pozzecsion of its properties to The Sweetwster Water
Corporation.

The Sweetwater Water Corporation shall within thirty (30)
days after scquiring title to the properties of

Sweectwater Water Corporastion file with the

Reilroad Commission & ¢opy of the deed under which it

acquires and holds cuen title.

The authoritly herein granted to transfer properties and
issue stock will become effective upon the date
hereof. The cuthority to issue bonds will become
effective when The Sweebtwater Water Cormoration has
raid the fee prescrided by Section 57 qf the Public
Utilities Act, whick fee is One Thousand (§1,000.00)

Deollors.




9. The Sweelwnter Taeter Corporation shall keep such record
of the isgue, sale and delivery of the stock and bonds
herein authorized to he issued and of the disposition
of tho proceeds &3 will ecnable it to flle on or bvefore
tae 25th day of eack nmontk a verified report, as
required by tze Rellroad Commission's Genexral Order
YXo. 24, which ordcr insofar as applicable, is nade

g part of this order.

DATED of Sen Franciseo, Celifornis, this / H€

duy of Clgi*J‘Qh . 1927.
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Commissioners.




