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D 1 1 N y ( . -. ~ -,I ee S ,Oll .L: o. ..' • .., f ... ~ • 

In the Matter ot the Application ot ) 
C .. u,I10RNll WATER SERVI CE COMPANY, ) 

a corporation. tor (1) order author- . 1 
izing the is~e ot stocks and bonds; ) 
(2) order authorizing mort gage of' ) 
certain publ1c utility properties and ) 
(3) joint~ with C.B.~ackson, Chico ) 
Water SUpply Compan1, a corporation,. ) 
Port Costa Water Cam~any, a corpore.- ) 
·tion,. Fresno City Water Corporation, ) 

"-a co::-pora. t10Il, Visalia City Water ) Appl1cation No. 13514 
Company, a corporation, :Electric Water ) 
Company, a corporation, Bakerstield ) 
~ater Works, a corporation,. and Hermos~-) 
Redondo Water Comp~, a corporation, ) 
respect1ve~, for order authorizing } 
the purchase and sale of certain public ) 
utility securities and properties, and ) 
jointly with Petaluma Power and Water ) 
company, a co~oration,. Belvedere Water} 
Corporation, a corporation, and C.E. } 
Jackso~, for order authoriz1ng the ) 
purchase and sale of certain publ1c } 
utility securities and properties, ) 
additional petitioners. ) 

.' 
McCUt chen, Olney, }!annon and. Greene, for: .. applicant s; 
.Arthur H. Gc.r1and, Deputy Comm1ss1.oner of Corporations; 
E.F.Br1ttatt, City Attorney tor City o~ Bakersfield; 
loren A. Butts, City Attorney for City ot FresnQ and. 

. C1 ty of Visalia; ~ 
J. L. J'~llnson., City ~ttorney tor City or Stockton. 

" 

BY THE COMMISSION: 

By Decision No. 18084 dated YarCh 21,1927, as amended, 

the CommiSSion authorized applicants, Chieo Water SUpply Company, 

Port Costa Water Co~an7, Visalia City Water company, Fresno City 

w~ter Corporation, ElectriC Water Co~an7, B&(ersf1e~d Water 

Works and. Hermosa-Redondo 'Water Company, to sell and convey- their 

properties to California Water S~rv1ce Company, whiCh was also 
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authorized. to acq,uire tbe stock ot: said corpore.t1ons. It also 

authorized'applicant, C.B. Jackson~ to se~~ to the Cal1t:ornia 

water Service Company the bu~ines3 tlnd properties comprising the 
~ 

Cllico Vecir.o Water Company (unincorporated,), the busines.s and 
.. 

~roperties comprising the W.E.~te Water company(unincorporated), 

a lot at Visalia, and all his right, title and interest in and to 

the contract dated December 7, 192a, between ~ and Pacific Gas 

and Electric company-
The Commission also authorized Pa~lric Gas and Electric 

Company to sell and convey direct to ~he California Water Service 

Company the proporties, bus1nessea., l"1ghts and privileges 1n-

clude-d in said contract ot December 7, 1926~ end any amendments 

or modi~cat1ons thereot. 
SUbdivision. seven or the ordar .. o in Decision No. l8084 

reads as fol~ows;-
~~pl1cant, California Water Service Company, is hereby 

authorized to issue $2,.000,000. par value of' common stock 
an~ sell said $2,000,000. ot common stock, together with 
such additional stock (commou and/or preferre~} and bonds, 
which the Commiss1on may hereafter authorize to be is~ed 
tor not more than $g,422~475. and u~e said $9,422,475., or 
lesser ~ountp tor.the purposes set tor~ in the foregoing 
op1n1on~ provided that the Commiss1·:>n is under no- obl1ga-
t10n to authorize the issue of secu:1 ties eque.J. :tIL par 
value to the $9,422,475., or lesser amount, and, provided 
further, that only such part of the $9,422,475., or lesser 
alnount, as ma::r hereafter be determined by the Commi ss1on, 
sha!l be charsad to fixed capital account.~ 

In its pet1ti~ tiled on March 4, 1927, ca11tornia Water 

Service Com!len.:y asked., among other things, pol'lll1ss1on ~o 1ssa.e 

and sell $6, 600,OO()'. :race value of n ve percent t1rst m.ortgage 

bonds to net the compallT 90 percent or the face value the:reot; 

$2,150,000. par valua of six percent preferred stock to be sold 

at par less a commission of thirteen percent to net the co~ 

2-



PaD.7 87 percent or the per value thereot; and $Z~149~300. par 

value or common stoek to be sold. 1n such manner as to net the 

company 75 percent or the par value the reo t' • 
On October l~ 1927 a second amended and supplemental 

petit10nwas tiled in which California Water Service CompaDY 
seeks permission to purchase the properties or Belvedere Water 

Corporation~ which supplies water to the inhabitants or the 

City or Belvedere and vicinity in Los Angeles County; or ?eta-

luma Power end Water Compan~ properties, which supplies water 

to the inhabitants or the City ot Petaluma and vicinity, Son~ 

CountY', and the water system. owned by C.B.Jackson, and known 

e.s the TUXedo Water Company, which su.pplies water to the inhabi-

tants of a part of the City of stockto.n, San ~oaqu1n county. 

In said supplel:lenull. petition california Water Servic& compaIlY', 

among other things,. also. req,uests permission to sel~ and issue 

the securities for cash, set torth in the ~ende~ Supplemental 

~tition t1led on Mar~ 4, 1927; to issue and deliver to the 

Belvedere Water Corporation in full co~sideration tor its p=o-

perties and. o.ssets su'bjec't to its 11ab1llt1es, $l,030.,000. o"t 

tive :pereer.'t first mortgage bond.s, $352,000.. par val.ue or six 

percent stoek and $352,000. par value or common stoCk. It 

also asks pel"mission to issue o.nd sell ~94~OOO. ot first. mort-

gage tive percentbon~s at ninety pereent of the tace value 

thereot'p $13S,00o.. par vel.ue of siX percent preferred stock at 

par, less a commission ot thirteen percent, and $133,000. ot 

common stock at p~, less a commission ot twenty-~ve percent, 

and use the proceeds obtained nom. the sale ot such securities 

to acqUire the entire issue ot cap·1tal. stock and the redem.p,tion 

ot the outstanding bo,:c.ds ot the Petaluma Power and Water com-



pany and purchase the business, ~ranch1sss and property, comprising 

the TttXedo Water Company. It is ot' record that atter the 

acquisition o"r the stock ot the Petaluma Power and Water CompaIIY, 

th~t comp~. it per.m1tted7 wi~ cause its properties to be 

transferred to the Cal1tol'll1o. Water Service CompaDY'. The Belve-

dere Water Corpore.tion, the Petaluma Power and Water COlllpa.:oy', 

as well as C.B • .!ackson,. request pe :rm.1ssioIt to sell the proper-

ties now owned. by them: and. referred to in. the second supple-

:mental. pet1 t10It to the California Water Service compa~ and 

thereafter to d1scontinne their re~ecti~ public util1~ obli-
gations and serVice. 

On Novem.ber 8. 1~27 tile third amended and suppleJ:l1ental 

petition was tiled, in which California Water Service Comp~ 

asks permission to issue $240,000. te.ce value of' first mortgage 

five percent bonds at ninety percent or tace value and acc:ued 

interest, $50,000. par veJ.ue ot siX pc:::-cent cumulat1ve preferred 

stock to not the company eigh~-sevan percent or par value 

thereot"and $50,000. par value 01' common stock. at seventy-five 

percent 01' the par value thereof, and use the procee~s to pay 

~he cost ot additions and bette:r:nents to the tollowing prop9r-
ties;-

Calito~ia Water So~v1ce Co~pany • • • • • • • • 
Be1ved~re Water Corporation • • • • • • • • • • 
Petaluma Power and Water Company. • • •••• 
TUxedo Water Compan7(C.E.Jackson) • • • • • • • 

Total •••••••••••••••••••• 

.$23Z,S94.73 
" 57,614.21 

18,021.86 
6,819.73 

Th~ following statemen't shows in summarr form the 

WllOunt ot securities which the california Water Service Company 



e.sks pe rmi ssioD. to issue;-

(a) 

(b) 

(e~ 

$S,270p OOO. or five percent firs~ mortgage bonds 
at 90~ netting ••••••••• $7,445,000. 

2,6~5,OOO. of six percent preferred stock 
. e.~ e7, netting • • , • • • • • 

Z,~~4~3CC. of oommon stock at 75. not tinS 

:S:~1..&8OS,3"5 .. 

It is ot record that California Water Service Company has! 
expende:d.,. or will •. it authorized by the Commi ss1on.. eX~lld. ap-

proXimately' $ll,344,000. to aeq.uil"e the :pro:pert~6s mentioned in 

this ~ppl1cat1on. . D~duct1ns the $l~,344,OOO. from the pro-

posed net yield of the socurit1es($~,808,375.) leaves $464,375. 

uva1lable tor work1ng capi tel.. Further reference will. here-

atter be made to these matters. 
Appraisals ot the properties referred to. in this pro-

ceeding have been mad& by The Loveland Engineors, Inc., and 

introc:uced a.,;; Exhibits. lS-~, 13-B, l:3-C, 14, 15 and 16 {tor 

the ~ppraisal of the TUXedo Water Compan7 properties, Se& AP-
plication No. 1:3848.) The Love lend. Engineers: re :port the 

reproduction cost new 01" the properties at $1S.39&~56a.oO and 

reproduotion oost ~ew less depreo1a~1on at $~5.540,651.00, 
• .I! 

and the est1::w.ted original. cost· ·e.t $lS,37g,34a.OO.. T'.o.ese 

figures do not includ& the $315,050.53 alleged by the.compa:oy 
to have been expended tor additions and betterments, nor the 

$~64,375.00 ot working capital. wbich the company is providing 

in its proposed security issue. 
The reproduet10ll. cost new, the reproduction cost 

new less depreciation. end the est1Il:a.tad original cost of t:he 
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properties is segregated by The Loveland Engineers as tollows;-

Item. Reproduction. 
eost r.e'Ot 

Lands $ 662.598.00 : 
?hys1~~ ~ropo:"ties12tS42,904..00 : 
Total....... 1~~bO~.~02.~ : 

Additions to 1/1/~ 50,485.00 : 
Preli:m1n~ ex-

pe:::.ses ....... 
Organization ex-

penses ..... 
Cost or $&cu.ring 

tranchises • • • 
Water r1ghts • • • • 
Cost o~ acq~5 

land.s and. sec.rch-
inS titles 

G91ng concern value 
Paving over mUllS 

::lot cut by- com-
:panY" • • • • 

A.d.d1 tiona!. me. tar-
io.l s a.nd S1lpplles 

11ork1ng ce,!)i1:al 

':rotal Loveland 

e6,000.00 : 

2.76,.000.00 : .. 
7S,500.00 : 

S06,OOO.OO : 

35·,5.98.00 : 
1,745,000.00 : .. .. 
1,802,000.00 : 

165,481.00' : 
150,000.00 : 

Reproduct1om Esttmated 
cost new less or1ginal 
de~rec1~t1on cost .. 

$ 662,SgS.OO: 
11,178,989.00 : 
11,ti41., ~81.o~ : 

50,.4:85.00' : 

86,000·.00 : 

276,000.00 : 

?1,500·.00 : 
506,000'.00 : 

3S~5·9a.oo : 
~,74S~000.OO : . . 
l,612,.000.OO : 

166~48l.00 : 
. 150,000'.00 : 

$ 662,598.00 
, .9 ,690.841.00 
J.O,~5~~~9.00 

50-,485 .00' 

86,000.00 

276,000.00 

20,345-.00 
496,000.00 

35,S98.00 
1,745,000.00 

l6&,481.00 
150,000.00 

E::lg1neers ....... 18,S96,565.00: 16,54O,65l.oo: ~S,S79,348.00-
Add1 t ions and be t-

tel"!'llBnt.s ...... . 315,050.55 : 

It is of record that the addit10ns and bette~ents 

represent the a:::l.ount of moneys eA"Pendad for such pur?c>s&.s s1nce 

the date or the Loveland appraisals of the properties. It 

WOuld, therefore, appear that the $50,485.00 which The Loveland. 

3ngineers report e.s additions to Januaj:y 1, 1927, should. be 

eliminat&d, tor the raason 'chat such ad.ditions are included in 

the $315,050.53. !t shouJ.d e.lsc> be noted that The Loveland 

Engineers include e.n allowance tor working c.apite.l.,. and mater-

ials and supplles. They estimate the depreciation reserve' 

calculat&d on a siX percent Sinking fund basis applicable to 

the original cost or the properties a.t $1,.OS&,745.00. 
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The valuation division ot the Comm1ss~on~s Eng1nearing 

D3l'art:!l.en.t bas e:m:n:ined the cost esM.mates conta1ned in Ex-

hibits 13-B and 13-C. It e~t1mates the reproduction cost 

new of the properties referred to in Exhibit lS-B at $9.740,049. 
as compared with $~O,900p87~. by The Loveland Engineers. The 

Co~ssion~s engineers calculated dep~eciat1on on a rive per 

cent sinking tund basis instea~ of a six percent basis, and 

also on a straight l1:l.e 'basis. The Love:!.ll:ld. Ens1neers report 

the depreciated reproduction cost ~ew on a six percent sink-

ing fund oasis at ~9,588,09~., the Commiss1ont s engineers ,on 

a tive percent sink1ng tund bas1.s. at $8.246,694,.. and on a 

~e estimated historical 

cost of the properties, conta1~ed in EXhibit 13-C, is esti-

~ted by the Commission's engineers at $7.562,427. and by The 

Loveland Engineers at $8.316,781. The est1mated histor1cal 

cost less depreciat10n is reported by The Loveland Engineers 

on So six percent s1nk1.ng fund bas1s at $7,754,. 652.,. by the 

Conm1ssio::t's eng1:l.eers on e. ti ve pereen:t sinking tund basis 

at $5,.582:,245.,. and Oll. a straight tine bas1.s at $S,S3S,999. 

~. c. T. Chenory, president or the californ1a Water 

Service Company,. testified that in his op1n1on the fair or . 
". , f " ..' ~ 

sound value of the properties involved in ,this a.:pp~1ctlt1ont 

1ncluding the ¢464,.37S. of ce.Sll !ll9n::ione.dp 1 s approximatelr. 

$15,500,000. 

For tho yes.r ending .Octo-ber 31, 192:7 the Cal1torn1.a . .. .. ~ . ' 

7.ater SerTlce Com~any' reports the o~erat~ revenues of the . , 
properties 1nvo~ved 1n t~is proceeding at $l,.888,.760.16 and 

the nonoperat1ng revenues at $9.005.06 ... m.e.k1ng a total or 

~1,$97,.aQ5.22. The oporating expenses, and taxes.. excl'll~1ve 

ot depreCiation and federal income t~, are reported at 

$1,.031,689.61, leaVing net opo::at1D.g income ot ~S.,075.61. 
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The $866..075.6~ represents the am.OtUlt available tor depre.- -.. 

ciation~ interest, amortization ot debt discount and expense, 

tederal income tax,. dividends and surplus •. 

We are no.t hare concerned with the t1.nancing otpro-

porties to be constructed de novo.,. but}rather With the re-

financing ot properties 1n operation. Some or' the prop er-

ties have been in operation p~or to, and ever since, ~~ch 

2~, 1912, the eftective date ot the Pub11c Ut1l1ties Act~ Some 

or the corporetions whose properties Calitorni/l. Water service 

C~pa~ seeks permission to ac~u1re. have been organized 

s1nce that ~ate and financed under the Commission's super-
vision. These several utilit1es have regularly ftled 

report.s 'vi th the Comm1ssion. and 1t,. trOIll tiXIe to time, has 

been called upon to adjnst the rates ot certa~ ot the~ and 

investigate the serVice rendered by them. It appears to us 

that we are, 1n eftect, asked to disregard whatever action 

the Comm:1ssion ~.y have taken as to- these properties in the 

past and proceed to authorize a capitalization on a basis 

which will y1e~d an amount ot money equ~ to the price wh1 cn 

the Fe~eral Water SerVice Corporation or its subsid1ar1&s or 

representatives have agreed to pa~ for the propert1es. We 

are told that as the purchaser is a 

"corpo~ation specializing in the operation or water 
properties, buying them. and operating the~ in ma1q 
states. it would be a reasonably tair assumption 
t!l.at,. as we were spending our own money, we wou.ld not 
pay too much tor these properties. In other words, 
that we would be in a position to make a tair and 
intelligent est~te ot the value ot "chase pro-
perties,. and that any price that we were will1Xtg 
to pay tor them. would certainly not be an un-
reasonable price, and would certa~ represent 
at leas~ the- true value or the properties.-
:nin1mUm.. true value. In all ease:s we believe that 
the value is su'bston t1ally mo.1"$.. But Vie thought 
th1s was eo basis on which there could be very little 
controversy about tinaneing. " 
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In further support of the security issue, we are to~ 

that the sound value of the properties is $15t500,OO~. and that 

the ~ro~osed bond 1s~e is only $8,270,000. or about sixty 

percent or the sound value; that the interest on such bond issue 

was earned more thm:t twice:, which is regarded as a very tavor-

able showing by u:lderwr1ting :syndica.tes; that the divide'nd on 

the prererred sto~ is likew1s& wel~ protected and that the 

earnings on the co~n stock are about $4.00 per share and 

th0ref'ore a price. or $75.00 per share is an 'adequate consider-

ation to be paid tor the common stock by the Federal Water 

Service corporation. 
C. ~. Chener,r testified that the co~on stock 'could not 

be sold to the general public undor their f'1nane1al program, 

and that the amount of common stock is immaterial, except tor 

one reason, which. he state.s as follows;-

~The only rdason. that the amount of co::mon stock 
involved is important is in the question of the con-
trol in the cor~orat1on. And under the California 
law I ~ told prererred stock has.equal voting power 
'1"11 th co::tl:l'l.on. We stand squo.rely oacl.;: of this finan-
cial progr~ take fUIl responsibility tor it, our 
:Cull. cred.it 13 involved in it. and therefore to that 
extent, we must hava full vot1ng ;power to make sure 
that the financial po~1cies of' th1 s corporation are 
entirely sound ones. And that is the only rea.son 
t:b.at the q,uest1on. ot the a:nount or CODon stock 
issue is of: $l1Y moment to us at all.n: 

In this connection it should be sa1d that Federal Water 

SerVice Cor~oration, or its ~bsidiary. plan to ac~u1re only 

t~e co~on stock 01' California Water SerVice ,company. The 

plan subc1ttad contamplates that the bonds and preferred stock 

will 'bo sold to the seneral publ1c and of course to the extent 

that moneys are realized from the sale 01' such bonds and pre-

ferred stock~ the Federal Company is not provid~ the moneys 
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:o.eeessary t9 pay tor the properties. In o..uthoriz1.ng the 

1 $Sue ot stocks and bonds the comm1ssi on has heretofore held 

that the actual cost ot CO~$truct1ng public utility proper-
" ties~ or it such cost is not known, the estimated original 

cost, g1ving due regard to the earnings thereot, is the 

proper basis tor the cap1tal1zati,on of the properties. In 

case of refinancing existing properties, consideration must 

be given to depreciation. To deviate trom this policy merely 

because so~ one has acqu1red operating public ~t1l1ty pro-

pertY' and tor some reason. has seen tit to pe:y tor the property 

oore than their actual. or est1m.ated cost deprec1ated, is in 

our opinion, neither sound finance nor in the ~ubl1c interest. 

We believ& that when we are called upon to· authorize the issue 

or stock and bonds to refinance public utility properties, we 

should adhere in general to the' same principles as are tol-

lowed by us when authorizing the issue ot securities to r1ne.nc~ 

properties to be constructed anew. An est1mat& ot what it 

would cost to reproduce the properties now, whether depreciated 

or not, e.n alleged sound value, or even what a purchaser 
may have or has agreed to pay ror the propert:tes, are too ta.n-

c1~ to warrant serious con$idera~1on. 

We haV~ determined uhaw ~~~ ~ount ot cash which the 

Callt'ornil:l. \'rOoter Sernee comDany mj.gb.t 'be:germ.1t.ted to l."08l::f'U 

through the issue of securities. is ,sS·, :031,~J:. • .os. This em.our~t, 

was determined as tollows;-



Eattmate4 histor1cal cost bl Loveland Engine.ra:-

PhTsical properties • • .. • .. .. • • • .. • • • .. • • tlO,~3,4Zi.OO 
Land. present value •••••••• $662,S~a. 
Other properties ........... g,6g0,841. 

Add1tioDa to JaDUary l, 1927 .............. . 
Pre''1m1nary expense • .. • .. .. • .. .. • .. • .. .. .. • • 
Organization expenae. .. .. • .. .. • • .. • • .. .. • .. • 
Cost o't securing 'trancb,isea • .. .. • .. .. .. .. .. .. .. • 
Water r18hta.. .. .. • • .. • • .. .. .. .. .. .. • • .. .. .. • 
VOst ot searching land titles .. .. • .. ........ 
Going concern value • .. • • .. • .. .. .. .. • .. .. .. • • 
Adding materials and supplies • .. .. .. .. • • .. .. .. • 
Work:1llg oap1 tal .. .. • .. .. • • • .. .. .. • .. • .. • .. • 

~b-total •••••••••••••••••••••••• 
Cost ot addi tiona ,." • .. • .. .. • • .. .. • • • .. • • • 

snb-tota~ •••••••••••••••••••••••• 
Work1ng ()e.p1 tal whioh c'ompa~ prov1dea tor 

1n proposed sec~it1 issue in addition 
to Lovelanda • • .. • .. .. .. • • • • • .. • .. • • • 

Grand~otal •••••••••••••••••••••• 
Deductions: 
:,,"~ Water~r1gll ts. • • • • • • • • ... 321,000 .. 

Going conoern vaLuo ............ 41.745,000. 
Cost ot searching land titles... 35,5~8. 
D1tterenee between Commission's 

engineers estimate or historical 
cost and Loveland on propertiea 
conta1ned.1.n Exhibit 13-C •• 754,354. 

Working capital • • • • • .. .. • • 465,000. 
Orsan1zat1on and Prel1m1nary 

expens. reduced by • • • • •• 150,000. 
Depreciation - ~ sinking fund 

&c~umulat1on - Loveland ••• ' • 1,056,745. 

~O.4S5.00 
86,000.00 

276,000.00 
20,34tS.OO 

4i6,OOO.OO 
ZS,5i8.00 

1,745,000.00 
166,.a1.oo 
150,000,00 

m.57§,m.6b 
315.050.53 

X3,60i,!WB.!! 

~65.000.00 
tIi.!!§,!".S! 

ite have no objection it a1XtiT percent or the 

$9,631,701.53 1'5 obtained through the iS8ue of 't1ve percent bon.ds, 

'tWentY' percent throuSb: the 1sane or six peroent cum.u.lativ6 pre-

terred stoCk and twenty peroent through the issue or cammon stook. 

The. order here:ill. will provide that the bonds shall be sold tor not 

1es8 than n1nety.t1ro and aocrued interest, and the preferred and oOJPPon 

stock at not less than. n1net~ percent 01' par value net to the campanr. 

On these bases the oompany to :rea11z. $9, sal, 701.53 would have 'tX), 

issue $6,262,000.00 or bonds, $2,140,100.00 of preferred and 

$2,140,200.00 01' cammon stock. !he *,,140,200.00 ot common stock 
. . . 
inoludes the f2,OOO,OOO.OO ot common stock author1zed b1 Deoision . 
No. 160~ dated March 21, 1927. It will be noted that 1IL de-

ter.m1n~ the amount or securities we nave included 1n the cost ot 
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prope:rtiea the lIlAterials and supplies and 11) rld.ng capital 1l1clu4ed 

1n the I.oveland appraisals end also the reported coat or add1t1oXLS 

and b&tter.men~5. In the second amended petition it 18 recitod 

that socurities w11l be delivered in payment for the properties ot 

Belvedere- Water Corporation. We wm not de.te11l11n. the amount 
. - -

ot the securities that may be so delivered. The order w111 tix 

the lI1"xtmum 8lI1oun.t of securities which. the calitorJl.1a Water service 

Compe.D.T may 1ssue and provide that they may be sold tor oash' and 
such cash used to par tor properties or atock or tne securities in 

'Whole or 1%1. :part 'may be delivered in. :pa~en.t tor all. or part ot 

the properties. As a COlldi ticn precedent to or concurrently with 

the issue ot the securities the California Water Service Comp~ 

must acquue tree end clear- ot' all enoumbrances ail the propert1ea 

or stock .. except the *,65,000.00 cash tor working capital mentioned 

above, ducribed dinotly or indirectly ill this application. ror 

suoh properties and 8to~ it may no~-pay more t~ ~.631,710.00 • . 
We realize that accord1ng to .the record in this proceeding some one 

has agreed to pay more tor the propert1ss or stock. It' it is. 

necessary to pay more than $g,631,710.00 tor the properties or the 

stock or the several co~pan1es, the difference between the 

$9,631, 710.00 ~d the price which the vendors are. to reoe1ve mus' 
- -be paid by sane OXLe other than. Cal1:t.'orn1a Wa.ter Service COmpeJlY. 

. .. 
We re-att1~ our opinion expressed ~ other decisions 

that to recapitalize operating properties such as are betore ua in 

th1s app11cation on & basis so that they c~ show only & rot~ o~ 

three or tour percent on common stock is not in the public interest. 

There: has been tiled. in this procee.ding a copy ot the 

proposed m.ortgage and/or de&d 01: trl.\st (Exhibit. 4) WhichC&litorn1a 
.; ...... ~ 

Water Service Company aSks permission to execute to •• cure the ~a1-
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men~ ot an authorized bond issue of ta5.000,OOO.OO. We have 

examjl)ed the proposed mortgage and/or deed ot trus\ and :teel that 

1 t should be modified in. several ~art1culars. 1& it now reao.a, 
~~ pro~d.a that atter the issue o~ tne 1n1t1a~ aeri •• ot bon~, 

additional bonda may be oert1~1.d by the trU.t ••• ubjeot to the 

conditions set forth in. the 1nsUument .1n Gount equal to not 
exceed1:ag eightY' (SO) percent ot the cash cost or the, ta1:r value. 

- . 
should such fair value be leas than the cash C08~ ot propertT con-

atructe4 or a~qu1l'ed subsequent to Febl"Ue.I'7 1, lQ2'l. Th18Pro-
.. . 

vision we believe should be moditied so that the tru.st.e. m4'1 not 

certify bonda in excess of' sixty (eo) peroent ot said cuh cost or 
. 

'lair value, whichever is less. ~ere· should also b. eliminated 
. . 

~ the mortgage and/or deed ot tr~ article Din. which giV •• 

certain i1lJD'Qn1tl" to 1ncol'poratora. stockholders, offioer .. and 

directors. ~e elimination or article nine neeesaitatea & 

correspond1r.g challge in the torm ot the bond. 

Before determining whether section eight ot ~101e III 

or St1.bdivision one (1) or Paragraph B under Section three. (3) o:t 
) . ", 

Article II should be modified or el1m1nated. we 4.s1re to be 
.. turJl1ehed with a statement showing that an expenditure or an amount 

equal to nine percent ot the gross revenue is autt1c1ent tor the 

proper maintenance and. replacement. (4eprec1at1on.) o:t the proper-
'" 

ties, when such replaeement become necessary. 
~ercent represents the mn 1:tmtm dOunt that must be expended tor 

such ~urposes, but oec8.s1onally the minimum becomes the max::1ma:m. in 

actual practice. A revised copy ot the proposed mortga,. and/or 

deed ot truat should be r1led with the Comm.1aa1on.. 

13-



. SZCOND S'tlPPLEMEN'.rAL ORDER 
... • 4', •• - ,.... ~ .... 

!he llaUroad Connn1 .asion. having been a.sked to enter ita 

order, as indioated 1n the torego1ng opinion, end in. the petit10na 

tiled 1n this :prooeed1ng~ publio hearings hav1.Dg been :b..lod and the 

:Railroad Com 1 ssion being 01' the opinion, that 1 t shoul.d authOri:t. 

.'~ 

the California Water Service C~. to issue not exoeeding $6,2££..000. 

01' tive peroent "nenty-five year tirst mortgage bonds, not eXceeding 

$2,140,lOO.00 or siX percent o\lDlUlative preterred stoole, and not 
. ' 

exceed1:ag *140.200.00 ot cammon stock, which cammon stock is 1D. 

&ddit1on~' to the $2,000,000.00 01' eammon stoek authorized by said 

Decision No. 18084, that the money, pro:pert,. or labor to be :pro-

cured or paid tor by such issue 18 reasonably required·b7 app11cant, 

california Water Se~1oe Company; that the expenditures here1n authoz1--

u4 are not in 'Whole or in. part reasonably' chargeable to operat1ng 

exp~se •. or to income; that this applioation insofar as it involve. 

the 1ssue 01' il,gaa,ooo.oo or bonda, $554,900.00 01' preterred stocle 
. . 

and $554,100.00 or oommon stock ~hould be dismissed without );ll'a-

ludica; and that this appl1cation. should be granted, aa provided in 

Dec1s1on No. l~, da.ted March 2l, 1927,&. amended, and u pro-

vided ~ thia Second SUpplemental Order, therefore -

rr IS :s:EBEm' FORTRER ORDEBEI> as follows:-

1.. c. B • .rackson. may sell and conve,. to, and Cal1to:r:u1a 

Water Serv1ce Compe.n.r may :purchase, the properties o.e .. cri bed 1D. 

this app11c~t1on as the tuxedo Water Comp&n7. 
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2. California Water Service Com~ m~ puroha ... hold 
and om the stock ot the Petaluma Power and Water Company. 

3. The Belvedere Water Cox-poration @c1 Petaluma Power and 

Water Compa~ re~peotively' ·may sell and conTey to, and Ctllltorn1& 

Water service CompGY' may purchase allot the bus1neaa.· asaeta and 

properties 01' said Belvedere Water Corporation. and Petaluma Power 

and Water Camp~. sabJect to their'outstan41nl liabil1ties at the 

date ot the tranater. 
4. C. B. J'acksoXL, Belvedere. Water Corporation. end ~taluma 

Power and Water~~p~ may· abandon and d1scontinue the1r respeo-

tiv. ~ub11c utilities. obligations and service it~ as and when the 

transfer of their properties to tne Calitorni& Water Servi48 

Company shall become e1'tective. 
5. Paragraph seven of the order in. Deoision No. 180M 

dated Karoh 21, 1~2 7 reading-

w~ppl1cant, california Water Service Company, is 
.hereby authorized to issue $2,000.000. par value 
or cammon stock and sell said $2~OOO,OOO. ot 
common stock, together with such ad4itional 
stock. (camnon and/or preferred) am bonds which 
the Commission may hereafter authorize to be 
issued tor not more than $Q,422,475.00 and us. 
said $9,422,475.00, or lesser ~ount, tor the 
purposea .8~ forth in the foregoing opinion, pro-
Vided. that the Conrm.1ss10n is under no obligation 
to authorize the issue 01' seo'llri tie. equal 1n. 
par value to the $9,422,~75.00t or lesser ~ount~ 
and, provided :t.'uX'ther, that only such part or the 
$9,422,475.00, or lesser amount, as may hereatter 
be determined by the commission, shall be .charged 
to fixed capital account,· 

~ 

be, and the s~e 18 hereby amended so as to, rea4--
"Calitornia Water Service Comp~ may issue not ex-
aeed~ $&,282,000.00 ot first mortgaga twenty-1'ive 
year tive percent bonds, not exceeding $2J140t~OO.OO 
ot six peroent cumulative preferred stock and no·t ex-
ceedixlg $2,140 ... ·.200.00 ot camnon stock end sell said 
bonds e.t.not less than Xl.1nety-tlKo'" percentne"t ot 
their 1'ace va~e, and said preferred and ca=mon stock 
at not less than ninety percent, net, of its par value. 
The proceeds obtained from the sale of said bond. and 
stock shall be use.d to :pay 1n 1'Ull. f or the prepert1ea 
wh1eh Cal1torn1a Water servioe Company is authorized 
to aoquire by the .. authority granted in this order, and 
which are re1'erred to in this decision, and by th. 
author1 ty gre.:a.ted in Dec1sion lio. 18084., dated March 21, 

l~ 



w~g27, provided th,t it California Water Service 
~Company deems it necessary it mar ~eliver on 
the basea stated, part or said bonds and stock 
in payment, tor the properties of Belvedere 
Water Corporation.-

6. Paragraph six ot the order in Decis10n No. leOse: dated 

March 2l, 1927 read1ng:-

"The purchase prica ot the properties which the 
.Californ1a Water Service Company 18 hereb,r 
authorized to acquire shall not exceed ~J422,47~.OO.w 

!Ie, end th. same is hereby, amended so as to read:-

~e ~urcbase price ot the properties which the 
.California Water Service Company is authorized 
to acquire by the ,authority granted by the order 
1n said Decision No. leo~ and by th1a order 
shall not exceed $9,63l,710.00.w 

. . 
7. calitornia Water Servio$ Compa:r shall keep ita accoun~ 

and records in acoordance w1 th the tln.1to= Claa61~1cat1on ot~ Accounts 

prescribed by this Commission. 
S. This applica.tion, iXl.sotar a8 it involve. the ia8ue of 

$l..t~88.000.00 tace. amount ot bonda, $554,gOO.OO par value ot pre-
. . 
terred stock and $554,100.00 per value ot common stock be, a.nd the 

same is hereby. denied Without prejudice. 

~. The authori tj" here1n granted. to issue bonda w1ll become 

etteCJt1ve when applioant has paid the tee prescribed by section 57 

ot the P'Il.b1ic Ut11it1es Act, Wh1ch tee 18 $3,641.00, and ·'when. the 
. 

Commiss1on has authorized applicant, California Water Service 
, ., 

COmpany, to e:xeeute a m.ortgage ud/or deed ot trust to .. cure the 

payment or such bonda. 

10. C8.litornia Water Serv1ce Compaar shall keep such 

record o~ the 1ssue, sale and deli very. of the bonds and stoalc. here.1n 
, 
i authorized and or the disposition ot the proceeds aa w111 enable it 

to tUe em or betore the 25th 0a'1 ot eaoh month a veritied repcrt.. 
as required by the Railroad Commission t s. General Order No. ", which 



order insotar as app11cable~ 1s me.d~ a :part ar:. this order. 

11. ~e authority herein granted to transter propert1es. 

acqUira and 1ssue stock, will beoo'me ettect1 ve upon the date 

hereof. 
l2. Paragraph Jl1ne of the order 1n. Deoision No. l~ 

dated ~oh 21, 1927 reading:-

wonder the authority here~ granted no proper-
. ties may be transterred and no stock issued 
atter December 31, 192'7" .. 

be, and'the same is hereby, amended so as to read:-

~der the authority here~ granted no pro:per-
. ties may be transterred and no bonds and 
stock issued after MAy 31, 1928.w 

DATED a.t San Francisoo t Ce.11torn1a~ thi. >~ ~ 
. , . 

day or December, 192 7. 


