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Decision wo. 7“‘;7»;/ 2 .

BIP0RT TEE RATLROAD COMMISSION OF TIEE STAL

In the Metler of the spplication of
FACIFIC WATYR COLEFANY,
2 corporation, Zor suthorilty to
issue and sell its Zirst mortgege
bonds of the var velwe of
wl,000,000. and its common stock of
the par valre o 3500,000. end Zfor
authority to acguire publlie utility Application yo. 13799
vroverties in the state of california. )

In the matter of the spplication of

WITLIAK z. 2CWARD BSTATE CCUPANY,
& corporation, for anthority to sell )}  Application ne. 13800
and convey certain properties to the :
Pocific Vater Company.

in tre matter of the application of
PENIXNSUIA WATER CQIPANY
2or authority to transfer amd convey application No. 13801
all ¢of 1ts business ssgets and proper-
ties t¢ racific water Company.

in the mavter of The Appliczation of
SCUTE SAN FRANCISCO WATEZR COLIPANY,
e corporatvion, for authority to
transfer and convey all of its dusi- Application No. 13814
ness assets snd properties to racific
Water Company.

Chickering and wregory, by allen u. Chickeving
and We Co XOX, 20 racific Water Company
and South San rrancisco water Company:

Loon E. worris, by xdwin . Jaffa, for willism
d. moward kxstate Jompany:

z. U. ROSE, for reninsula Water Company.

Y 122 CQIISSION:

CrINILIuN

in the above entitled matters the Railroad Commission is
asked to make an order suthorizing reninsulsa water Compsay, South
Sen Preneciseo VWater Company =mé williem k. gowerd zstate company'to
transfeor and convey certain properties to the rascific wWater COmpany,
& new corporation, and suthorizing racific Weler Compeany to acqgulre
suck properties, to execute a mortgage and/or deed of trust and to
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issue ¥1,000,000.00 of five and one half percont first mortgage bonds
snd $600,000.00 of common Stock for the purvose of scquiring the pro-
verties and comstructing additions and betterments, to which referenéo
will be made hereafter.

~rhe South van rrancisco water Company is engaged in the busi-
ness 02 cupplying water for domestic, munieipal and other useflul pur-
poses in South Sen Arencise¢o and vieinity thoreto &s s public utility.

as of vecomber 31, 1926 the compsny reports its assetg ané
liabilities a3 follows;=-

ASSETS

Pixed caplital installed prior to ven.l,l913...5150,489.41

rixed cepital installed since Dec.B5l,1912.... 336,607.26 ¥487,096.67
C&Sh - -~ - - L 2 - - - - - - - - - - - - - - - - 24,090048
Due from consumers and agends . . . . . . . . 8,944.02
ilscellansous accomnnts receivadle . . . . . 70.76 9,014.78
mterials and Suppliea . L) - ~ @ - .« » . . - & 1,588‘022
rropalid TAXe8 ¢« 4 ¢ 4 . o 0 s e e s . c o s 89%.49

Propaid INSUTANCH ¢ 4 4 4 4 s e e e @ .« e 89.22 988.71L
Construciion work in »ProgresSsS « . - . .« o o 1,015.86
70t8lesns R 11 A T T 3

LAY iLI>iksS

Zapital stock « & & . . . . ¥150,000.00
Accounts with cystem corporatioms . . . . WlI7,515.41

Consumers deposits « & ¢ & ¢ . . . 15202400
miscellaneons sccounts nayadble . . 72855 119,445.96
Regerve for accrued deprecistion . 203,371.96
federel Income tax o « . . 4 . . . 3,246.3Y
Regervo for earthguake Inzurance L,700.00
Corporate surplus wnappropriated « « « « . . 46,0350649 :

Totalb-.--.‘--.......t--.-; m E.

w0 xxhibit xo. 6 Iintroduced bBY r.c.zmerrmann, and vrepared bj
hix and b. a. SLcheverry, consuiting engineers, the taps in service
during 1924 cre reported at 1093; during 1925 at 1286; and for 1926
at 134le :n the same exhibit the oporating revenues for 1924 are
reported at $69,936.02; for 1925 at w67,882.73: end for 1926 at
¥93,856.20. The operaiting oxpenses before depreclation for the
sqne years are reported at $44,583.887 541,452.547 and 342,721.87
resprectively. 40 Exhibit wo. 6 depreclation was calculated or a £ive
percent sinking fund basis: tho ennulty for 1924 being reported at
¥2,897.3 Zfor 1925 at $3,246.; for 1926 at 35,595. whe hét revenue
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after the depreciation snnuity Zor 1924 amounted to $22,455.14; for
1925 to ¥23,184.19; and 1926 to $47,559.36.

wvhe repinsula watér Company is cngaged in the business of sup-
vlying water for domestie, mzmicipal and olther useful yvurposes in sSan
reteo and the vicinity thoreof as o public utility.

Ag Of wocember 31, 1926 the company feports its assets and
liadbilities as Zfollows;-

A S S xes

CAPITAL ASSETS:
Real estate, structures and other proper-
tiev. Jan‘ 1 1926.00050“ ----- -..‘.'.\1‘?4‘94,875 8’6
Addition Zor year ended Deec. 31,1926 10,778.61 5445,654.47
COFXSTMERS ACCCTNTS RECZIVABLE:
Gexersl . e s e s s s e e 8,779.96 o
Senlateo Pexrk o ¢ ¢ v ¢ 4 4 i 4 e . 1,887.47. L0, 767 4
iscellioneons sccomnts receivadble « . . 393.00
Cash in vbork and on 2804 « o« o o o « « « T ,442.08
Unanortized discount o1 3to0CK ¢ o« o v = 450,000.00

Total----....‘....... m

'—‘m

LIABILIRIES

Cepital stock(suthorized %600,000.) « + « « . $500,000.00
Mret mortgage BONAS « . o 4 e 4 4 e e e .o 207,000.00
Aotes vayable . - o o s o o o o o s 35,000400
Accoumnts vayable . 7420367
Taxes (4ccrued) 3,000.00.
Conswmmers sadvances for construction . . . . . 8,132.26
Depreciation reS6rve ¢ ¢ « v 4 ¢ & o e o a4 35,115.65
tncollectable accounts reServe .. o« « o « o« . T82.74
Capivtal surplus(arising from revaluation of plant ' ‘
acquired) « o« o ¢ o 4 2 e e o e o 5,840.61
Corporete survlus{ipp. Lor invest. in plant) . . 25,563.10
Corporate surplus: '
as.le.nce Jan.l,1926 . . . . . .3. e o o« . 71,840.58
~et income foxr year ended Lec.dl,l926 20,785.37
DIVIGERAS « = o o o ¢ o o 2 & o o o » o o o 4,66?566 88,625.95

Total.-;-o--—--.-.. ‘P ! -

For 1924 1t reports 2465 taps in service; for 1925, 2675; and
2904 for 1926. Its operaving revenues for 1924 sre reported at .

$81,057.68; for 1925 &t $83,389.17; Zor 1926 at $102,350.93. The net

revenue 0f the company cfter depreciation snnuity cslculated on 2 five
- percent sinking fund desis is reported at 535,111.19: for 1924; at

‘53.3'1,183.34 Zor 1925; end at P37,.854.10 for 1926
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The Williem E. Zoward Zstate Company, according to the reﬁora.
has for mony years past beer engaged in the distridution of watef%on
lands owned or heretofore s¢ld by it. The company's operating réve-

uos from the sale of water for 1924 are revorted at $4;624.66;‘fbr
1925 at %5,911.09; and for 1926 at 35,612.15. The net revenuélbf

this system, after deprecistion smmuity, calculated on a five peﬁbent

sinking fund daslg, is reported at Hl,270.19; at $630.47 for 19253 and

et ¥1,443.08 fLor 1926.

The ccensellidated cpersting revenmes of the three systeme‘for
1928 are revorted at $201,819.41 and the consolidated opersting ex-
venses hefore depreciation at $106,908.97, leaving net revenue before
d¢vreciation of 594,910.44. The devreclation wnnuity on a £ive per
cont sinking fund besis is reported ot $8,067.80 znd rederal Income Tox
at $6,166.17. Deducting the deprecietion annwity and the Federal In-
come Tax from the net revenue before depreciation leaves s delence of
580,676.47.  ¥. C. zerrmemm in ixhibit No. & estimates the opersting
reveaunes for 1927 et ©232,715. and the net revenue alter o¢verating ex=
venseg, depreciction and Federal Income Tax st $101,121.00.

The engineers, to wkom rsference has been made, estimate the
as 0f December 31, 1926
nistorical cost/of the comsolidet roPerties at ¥1,384, oZ0.00 the

roproduction cost new at $1,561,214.00 and the revroduction cost new
less devreciation at ¥1,380,855.00. The following tabulation shows
o summary o2 the itwo appraissls.

LTS Estimated Reproduction Depreciated
wistorical Cost new Reproduetion

_ : ~ plus overhead Cost
TAYEE & o o « o o « o . «ul0l,lole BlOL,lole oiaUl,lole
Developed water supply . 310,000. 31.0,000. 10,0004
water cortract . . . . . 146,700 146,700 146,700
Buildiings and structures 42,262, 56,635 41,925,
mtake and suction meains 3,18%. 2,746,
WeLIS « o o o o o o o e . 68,349, 78,774 68,534.
rueping plant equipment . 57,654. 64,588, - 59,199,
DPurificetion system o . . 3,61l4. 4,883 4,813. .
Trensnission meins . v 42,166, 51,849 31,u61.b,
Diqtribution main 402,556 533,880. 419,667,

‘ servelir . 70,2914 23,899 85 972,
...yur,&nts . . : . 9,387. 8,85g. '6‘, 562¢ t
Sexvices . . 47,154 38,18%. 28,9264
seters and sexvices . . . . . . 72,948. 77,719, 86,673,
Miscell. distribation eguipment 6,754« 7 767. 5,392,
xaterisls om hamd & . . . . . . 4,324,

4_ ] , :Ot&ls. LK M . g - )




The estimated historical cost of the properties excluding the
value assigned to developed water éupply and water contract is
substantislly the same oc estimated by the Cormission'™s engineers in
rate proceedings involving the properties of Peninsnlé Water Company
end Southk Sanm Francisco Water Company. Additions and betterments
installed since the rate proceedings bhave been included at cost.

It will be noted that tho estimated historical cost anmd the
roproduction cost 92 the properties include an item of 331C,000.00
sald to represent the valme of a developed water supply aund a further
iton of $146,700. assigned as thelvalue o2 water contractis.

It 48 of record(Exhibit No. 7) that by deed of Cctober 3, 1883,
the San Mateo Water Works deeded to the Sprirnz Valley Water Works,

predecessor 92 Spring valley Tater Company, the nroperty and works

of the foymer lying within the present Cryetel Sorings reservelr and
water shed, and received in payment therefor $395;000. and the right
t0 the perpetmal delivery of 200,000 gallons of water per 4ay ZLree

of all costs, the delivery to be made into the reservoir of the San
Mlateo Water Works on the edge of the city of San lateo at an eleva-
tion 02 125 feet above ses 1evel. This right has been acquired by)the
Peninsula Water Compeny and a value of 3310,0C0. has been asd gned to
this developed water supply. It is salso of record (Exhivit Xo. 7)
tkhat William E. Howard, hic kelrs and assigns, under a contract dated
MNay 15, 1884, with the Spring Valley Weter Works, are entitled to
recoive 250,000 gallons of wster per day atvls cents per Eggggggd‘
gallons and under a conitract of December 14,1886, 75,000/0f water
per day at five cents per thousand gallons. The value assigne& to

the two contracts is $5146,700.00.

At the hearing F.C.Herrmsnn testified that in determining

suck value he acsumed that the contracts-were not burdemed with other

contracts and that the William X. Howard Estate Company, successor of

Willisz H. Howard, was permitted to use the water as indicated in the

contract with Spring Valley Water Woxrks. Since vrevaring Exhibitun

Yo. 6, F. C. Horrmann, however, learned of a contract between Willism

3. Howard snd Charles F. Crocker,filed as Ixhidit No. 10;ﬁhich obli~
Sum




getes Williem H. Howard, hls succescors and assigns, to deliver o
Cherles F. Crocker, hic successoxrs snd assigns, not exceeding 60,000
gallons of water in sny one dsy st thirteen cents per 1000 gallons.
In view of the Crocker contract, F. C. Horrmann testified that his
value of 3146,700. should be somewhat reduced. He did mot, however,
subrit a figure showing the externt of the reduction. Though we have |
referr-ed to the several contracts we do ﬁot f9el that we are called
vron in this proceeding to determine %o what extent such contracts
are cublect to the Jurisdiction oL the Commlission or whether the values
assigned should be modified.

To acquire the propertlies of the Eeninsula\watar Coempany, of
tre Soutk San Francisco Water Coxpany and William E. Howard ZEstate
Coxpony, the Paclfic Water Company aske permission t¢ issue and sell
at ninety Lour and scerued interest @900,000; of fivé‘and one half
percent first wortgage bonds due lay I, 1957, and issue 3600,000. of
common stocke Ac of December 51, 1926 the sggregate indebtedness,
other than current liadilities, against the properties was reported
at approxirately 3360,000. Against the saxe properties applicant
Pacific Water Company reguest s dond issue of $900,000. Had the
3900,000. of vonds and $600,000. of stock been outstanding during
1925, the company would have earned sbout four and one fourth percent
on the common stock.

To recapltalize the properties of operating pubdblic ﬁtiiimieS'
on tke basis outlined is, we believe, mot in the pudlic interéat.

Zaving in mind the valuation placed on the properties in these pro-

ceedings snd glso In recent rste cases and their earnings, we believe

that the Pacific Water Compeny shonld not issue more than $650,000.'
of bonds and not more than $500,000. of stock to acguire, free and
clear o0f =21l indebtedness, the properties of Peninsuls Water Company,
South Sar Frameisco Water Company and Wi;liam E. Howard Estate COm;
pany, relerred to In the above eantitled proceedings as they exlisted
on December 31, 1926, and pey expenses incident to their acquisition.
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Zxpibits No. 6 end No. 7 show that from Decemwbher 31, 1926 to
April 30, 1927 tkhe sum of [48,235.00 was expended for sdditioms and
bettorments on the several systems. During the romainder of The year
Po C. Forrmsonn estimates(Exhibdite No. 6 and No. 7) that $62,243.00
odditiomal expenditures should ve incurred for additions and better~
rents. To finence construction expenditures incurred since Decom~
ber 3L, 1926 end prior t¢ December 31, 1927, roferred to by F.C.
Eorrmonn, tze order herein will suthorize the issue of $100,000. of
honde.

Docific Water Compsny ket cubmitted a copy of its vroposed
rortgage and/or deed of trust (Sxhibit No. 19). We have reviewed
the proposed trust indenture and find that 1t skowld be modified in

 the #ollowing perticnlarsi-

&« Sections eleven and twelve of article one, skall be amended
by scwbskituting $800,000. Zor $1,000,000. whorever said
21,000,000, appesars.

b. Section thirteen of article one shall he umended by substi-
suting sixiy percent for szeventy-five percent wherever
seid seventy-five porcent sppesrs.

c. Section Lifteen ¢of article two shall be amended by striking
out tre following senvtence;-

"Any such Iinvestigstion, made in pursusnce of the provisions
0f this section, had at o time when s necessity arises therefor

due to the finsneial difficulties of the comrany, chall be at

vhe expense of the company.”

de Section seven of sriicle eight shall bo amended s¢ 8s to pro=-
vide thet every successor trustee chall be = badk or trust.
company created, orgenized and existing under and by virtue

0of the lews of the State of Californis and having its
vrincipel place of business In sald State of Csliformia.

0 R D o

Teninsala Weter Compony, South San Franclscoe Water Company
end Williem H. Howaxd Tstateo Compeny, having acked permission to sell
and trensfer cortalxn rroperties to the Dacific Weter Compeny, and
Pacific Water (Conmpany, having asked permicssion t0 acguire =ald prover-
ties and iszue 31,000,000. 0 2five aond ore helf percent f£irst moxrt-
gego bonds due May 1, 1957 and $5600,000. 0f common stock, & dudblic

hearing raving been held before Zxaminer Fankhauser ané the Reilrosd

Commiszsion being of the opinion that the Paclfic Weter Company should




be permitted to issue mot exceeding §750,000.00 of said bonds and

not exceeding $500,000.00 of said stock and that the money, proper—
ty or labor to be vrocured or paid for by such issue is reasomebly
required: 'o_y'f-app‘{.icant, Poeific Weter Company, and that the expendi-
tures herein suthorized ore mot im whole or inm wart ressomably ‘
chargesble to operating oxpenses or 0 income and that Application
No. 13799, irsofor as it iInvelves the issue of $250,000.00 of
bonds exd %100,000.00 of stock, should be dismissed without

rrejulice, thexofore
IT IS EXREBY ORDERED as follows:

ZPeninsule ‘Water Commany mey transfer end convey all of
ite business, acsets, rigats, franchises and pro-
verties, more particulerly deserided in xaibit
Yo. 20, to Pacific Water Compaeny. -

South San Fraxcilsco Voter Company may transter and con-
vey all of its business, gssets, rights, franchises
and proverties, more varticularly described in |
Exhibit No. 5, to Pzcific Watexr Compeony.

Williax E. Howard Zstate Company mey sell, transfer and
convey to the Pacific Water Company the properties
desceribed in Exhibits No. 1, Ir.o.' 2 and No. 1i8.

Pocific Water Compamny may acquire ‘cbe aforesaid proper-
ties and issue on or before December 1, 1927, in pay-
ment therefor: including costs of acquiring said
properties not exceeding $650,005?.00 of its first
morigege 5-1/2 vercent bonds due Moy 1, 1957, and
not exceeding £500,000.00 of common stock provided

said pmpertieé are acquired free and cleaxr of all




liens and incumbrances and provided further that
gaid Peclfic Water Company in liew of delivering
the bonds oS pert vayment foxr the properties may
sell the same ot not less then 94 percent of thelr
face value ond ascerwed interest and use said pro-
ceeds to pey in part for the properties and the
cost incurred to acquire said properties.

5. Pocific Water Compeny may issue and sell on or before
December 1, 1927, ot not less than 94 wpercent of
their face value and acerued interest £100,000.00
5-1/2 percent first mortgege bords dwe Msy 1, 1957,
exd use the proceeds to finance the cost of £ddi-
ticods ond betterments Installed subseqﬁent o
December 31, 1926, said additions snd bettormenmts
to be those deseribed In Exkidbits No. & and No. 7.

6. Pacific Water Compeny may execute & mortgage snd/ox
deed of +trust substantially in the same form as thae
mortgage or deed of trust filed in these procoedings
on Jwme 20, 1927, provided seid mortgoge sudforidesd of
trust be amended as indiéate& in tae foregoing
opinion, and provided Lurther that the authority
kerein granted to execute said mortguge and/or Ceed
of trust is for the purpose of this proceeding only
and is gronted oxly Insofar as this Commission has
Jarisdiction wnder the provisions of the Publiec
Utilities Act ond is not intended as an ayproval of
soid mortgage snd/or deed of trust as to such other
legal requirements to which scid mortgage end/or
deed of trust may be subjéct.

7« Racific Water Compaxny shall file with the Railroad

Commission witain thirty (30) days aftcr the execn-
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tiom of the mortguge apd/or deed of trust referred
to herein, twe certified covies of said moxrtguge
and for deed of trust.
authority herein'granted to transfer properties and
t0 issue stock will become effective uwpon the date
nereof.

- guthority heréiﬁ granted to issue bonds will

become effective when applicant, Pacelflic Vater

Company, has pai& the feoe¢ prescribed by Sectionm 57

of tae Public Ttilities Act, walch fee is Seven
Ernéred. and. . Fifty ($75®;OO) Dollers zné when it has
£ilod with the Reilrosd Commission two certified
copies of its mortgege snd/or deed of trust waick it
1s nerein cuthorized %o execute.

Pocific Tater Company shall keep such record of the
issue, 8cle and delivery of the stock axnd bonds
hereir suthorized and of the disposition of the pro-
ceeds &g will enable 1t to £ile on or before tae
25tk day of each month & verified report, s=
required by the Railroad Commission's General Order
No. 24, which ordor lnsofar as apylicable, is masde
& part of this order.

Spplication No. 13799, insofar ss it involves the issue

of 3250,000.00 of bonds and 5¥00,000.00 of stock,




be and the same is heredy diomissed without

prefudice.

DATED at Son Francizce, Californis, this

day of Jaly, 1927.

Gt pleentnt
FEE PAID ON GREGEBAL AD
PALD ON GRESTFAL APPLICATION

No..43222 Dacision No. LEE¥

r3a&Fry
Dated---ﬁ-f..

Secrotary Railreoad Commissi‘%\
State of Californic.
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