
BEFORE 

I~ the 1!atter 0:::- the APpllc~tioIl of 
C.A!..I~'O?Nll ~·;JJ..TE:R SERVICE CO:e=>,A!I;"Y, 

~ corporation, for order autho=izing 
issue o~ bonds un~ otock and mort-
~~ge or certain public utility pro-
p0rt1es, and, jointly with The nan-
~ord ~~ro.'ter Companj:", Ec.y ?oint Util-
~ "'~e'" "'om""''''n'U' "''''0. '!;" E "· ... 1 .. ",a11 ~o-.... w • .:, '\,I !..,,/\J, J t.P\.I. ... ..".. • .J'w\ w.. , .... 
order authorizing sale a~d purc~se 
of certai~ public utility zecurities 
and :propc::-t:1.es. 

;;;.;~\ '4' n 1D n n,..rr"'W ..... .. ' J If' ~ ,1 ~ I 1-, " . , ., I, 'f 'J \). II'; . 
, ~ ,.. ',f t , ' ,., ~ ~ I ; ,I f· 

I r / \ j"; I I. :'" 1 : / '\ ~; i I II : ; \j ... ~ I", I, • ,I;; fl. ihfjil 
-....; ,-,,..' i .. t' ',,-~i ~ 1.; ~ J: /-" ~ I , 

V"-' I.::.:~;. 

APplication NO. l4731 

~:cCu tchen, Olney, !r.o.nno~ &. Greene" 
by A. ?.!·.:o.:tt.he-w and J .. D.,t;.dams, 

for app·li cs t z. 

BY 'I'm: COzYlcrSSION: 

OPINION -
The Roilroad Cornmiss1on is asked, in this applieation, to 

::.al~c CJ! order authorizing j-

1. Tho ac~u1s1tion by California Wuter service co:,any or the 

outst~ding stock of ~he Eantord WQtcr Company an~ Bay ?oint ~tili-

ties co::.pany; 

2. ~he sale and trans~er by The E~ord ~ater co~pany and Bay 

Point u-t:Llities COI:l.;>any" ~c. the purchase by Cc.litor.nia Water Se:-

vice COI:l.pany of the buzinesses~ ~ranchises a~d properties ot The Ban-

tord '/';o.ter Compe.ny and. Bay Point -Vtilities c.o:upe.ny. 

3. ~he execution by california Vl::-.ter SerVice Co:tlpany ot eo sul'-

,le::.ental indenture. subjecting 'VDe said properties to its trust in-

~ent'U=e dated oI\pri 1 1, 1928. 

4. The dis~ontinuanec by Th~ Hanford ~o.ter Co~pany and Bay 

?oint Utilities Co~pany ot their respective pu~lie u~ility obl1gu-
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tions. upon t:-8.llster or their pro'perties. 

~y--' 5. The 1 zsue.nee. by California Water Service CompanY.' ot' $lSJ,OOO.OO 

0: tl=st :.ortgage. rive percen-:- bond.s, dated .April 1,1928,. $60,.000.00 ot 

siX percent cumulAtive: pretel."ree. stock and $60,000.00. or com:a.on stock,. 

tor tae pu=pose or acquiring the stock and properties ot The Bantord 

hater company ~nd Bay POint utilities Co~pany. 

Ca1ito~ia Water SerVice Com~any is eng~sed in tho business ot 

supp1yins water as a public utility in a number ot communities through-

ou-: the state. It now desires to add to its prope~t1e$ through th~ 

ac~u1s1tion o~ the water systems in BeY Point, and in ?~nrord, a~d to 

that end has made arranee:::nen ts to purchase the out standing stock ot the 

companies. now o .... 'lling those syste:cz and thereatter to cause the transter 

to ~t ot the properties compris1ng said ~ystams. 

The F~ntord ~ater Co~pany reportc outstanding $19l,000.00. ot 

stock, divided into 1~,100 shares ot the par value ot $lO.Oo. each, all 

co:::c.on. Bay Point Utilities company report~ ~15,OOO.OO ot ztock. div-
ided into 150 shares ot the par value or $lOO .• each, 0.11 common. . 'l'lle 

assets and liabilities or the two companies, az or AUgust 30, 1926,. are 

reported in Exhibit ~A~ ~s tOllows;-

l~SETS 

?lllnt a:ld. property .. • • .. • .. .. .. 
current assets.; 

Cash and deposits • .. .. .. 
Accounts receivable ..... 
Ya terie.ls and supp l1es .. .. 
Due fro~ attil1ated co~pan1es 
Other .. .. .. .. .. .. .. .. .. .. .. 

Total •••••••••••••••.•• 

4,782.58 
837.93-

2,566. .. 06 
1,788.58 
~3358 .• 1~ 

U;3!%.460 
Defe:-red charges. .. .. .. .. .. .. .. .. .. 138.84; 

~~zgl.10 
98.20 

U~ortized discount on stock .. .. .. 583 250.00 
Total a$~et$ ••••••••• x_S_O_~a!.~_~4~.sb_4~~ _____ ) •. 7_S~7.~_7_6_.~ __ 7 __ ___ 

UABII.I'I'nS 
Capital s~oc~ •.• •• .. • .. • .. .... $191~000.OO 
Current liabil1ties: 

:\otes payable .. .. .. .. .. 281.10 
Accounts payablo .. .. .. .. 1,.07&.7Z 
Accruals.. .. .. .. .. .. .. .. 2,ll2.2~ 92.32 
Due e..ttil1a ted co~panies _;:.13;::;.zz..;5;.;O:..;O;..::'.:;.;;0iooi0(-__ ~35~,~3Pi28~.~05.z-__ 

,., ... 1 l""', ~loJ.i..l.y.>" '1", '70l. 47 ~o¥a •••••••••••••• ~ ~v ~~ V~~. 

Deterred credits • .. .. .. • .. .. .. • .. 3,153.9a 29.15 
Reserve:: .. .. .. .. .. .. .. .. .. .. .. .. 80~43l.09 29~390.22; 
Su:-p lus • • .. • • .. • • .. .. .. • .. --.-.:;1:.;7;,..2;:;.48.;;;:..::..5:;.:9;-____ ~5:..1t;,;;;243~.::;. • .:;.9~7 .. ( 1;:,2J.. 

Total l1abil1ties •••• =~=~O=8==,~=··~==.=~=·======*=?=~~,=B=?=o=.=~=?=== 
(1) Deticit 
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It c.:ppec.rs that all or the outstanding stock of both com-

panies, with the exception ot di~ctor's ~ual1fying ~hares, i~ held 

by E. B. Wal~haLl, v1ce-presi~en~ or Cal1rorn1a W~ter Service Com-

:pe.:o.y, who boue;h.t it on account. or Federal Water Service Corporation. 

z.:=. Walthall :::-epo:::-ts that tlJe cost 0:: c.c~u1r1ng the stock a:::Ld of • 

pc.y1ng c0rt~in obl16e.tion~ ot the co::.po.nies wac $275.,.565.00 and tllllt 

he proposes to turn the stocks over to California Water Service Com-

pany at the cost to him- Atter the c.c~uisition 01' the stock, calit-

o:::":lia ~tater serv:i.ce company proposes. to cause the two companies. to 

transrer their proporties to it. 
To ::inance: the cost. ot acquiring the stock and. properties or 

~he Banford Water company and Bay Po~t Util1ties company, the pur-

chaser,. California Water Servi.ce. company, as!-::s :permis:::.ion to issue 

and sell. $180,00~.OO ot its tirst mortgage rive percent bonds at 92, 

$60,000.00 ot its six percent :prete:::-red stock at 91, andl$60~000.OO o~ 

its co::rm.on stock at 100·. These prices. will yield it, in the aggre-

Transfer or the properties will oe made tree and 

clear ot liens and encumbrances. 
In support. o~ the reo .. uest. to issue stock e.nd bonds in the 

above amow:lts, appl1.ee.nts have 1'i le e., a.s Exhibits "1" and "'2"', co,1es 

o~ 1nvento~1es and appraisals :prepared by E. J. Skinner, in which 

~he rep~oduct1on costs new and historical costs ot the physica~ pro-

. perties. as ot June 30 ~ 1928,. are set forth a.s tollows;-

ReprOc.uc'tJ.on cost new • • ••• 
Reproduc~1.o:c. cost :c.aw less. depreCia-

tion . . . . . . . . . . 
:'1storical cost • • • • • • • • • 
liistorical cos~ less depreciation 

326.,.60.~.OO 
231,.141.00 
l8S,293.00 

80.,796.00 
e5,467.00 
80.,.445.00 

In addition -:0 ·vhe above figures e.I'plican~s esti::.e.to the 

proper allowances tor mater:i.als and ~pplies at $2,.0~2.CO tor The . 
Hantord \tater compan:r o.no. at $800.00 to:::- Be::! Point trtilit1.es CompOllY'. 
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i'iork1.ng capital is 0sti:lle.te.d. at ~~5,.700·.00~ franchise value at :j:500 .• 00 

and organization. oxpense-s. at $3,000.00. These addit10nal items aggre-

Estimates of the original costs ot the properties were ~de by 

tbe Co~ss10n·s engineering department and are set torth in Exh1~its 

"'Z" and "4flt a.s follows.;-

~istor~cal cost • • • • • • • • 
Historical cost less depreciation 

'r'he sa figures. do no t include any c.llowc.nce.s for :me. ter1als and 

suppl1es, working capi tal~ tranclli ~ value; or or ge.n1 za tio:l. expenses. 

!-!eretofore we have indicated that we bolieve the proper basis 
r1 ties 

:or an order authorizing. the issue of :se:C':i ... An proceedings ot this. 

nature in'TolV1ng the retinanciDg of pu~lie utility properties is the 

historical cost, 1nclud1ne pre::ent value Of land~ ot the p!"Opertie.s 

less accrued depreciation. E:ere, c.pplicants' engineers 0st1:n.ate the 

total original cost, less doproc1at1on~ at $280,830.00, 1nclud~ the 

estiIl:l ted e.llowa:lces ot ~1.2,092.00 tor I:later:.i.als and. supplies, work1:lg 
~ 

cc.pital,. franchise value and orge.:'l.izat10n expenses, an a.m.ount substan-

tially equa~ to tho procee.ds ~rom the sale ot tho secur1t1e.s. hore re-

c;,ue sted. The Co~ss1on'~ engineers ectimate the original CO$t~ less 

deprec1a t1on, and 1ncl~d1ng the above allowance.·s o'! $12.,.092.00, at 

$25l,.582.00. 
l~alysis of these estimates Shows that the differences be-

tween the companies· engineor and t!le Co:m::licsion::;· are pr1me.nly' d.ue, 

in the caze of the Ean:o~d. proporties, to d1tterences in overhead al-

lowances., and in the case of the Eay ?o1nt pro~rt:te$, to d.1trer~nces 

in overhead e.llowances ~~d ~it costs tor labor. 

engineer est1.rr..o.te.c the accrued depreciation on the p:-oporties at $48,.870. 

a.nd the C~ .csion' s at $5.9.,552.00,. 



• 
ii0 have e1ven full co':o,ciderc.tion to tl".e record 1n this matter 

~d have concluded to au~hor1ze Cali~orn1a Water Service Comp~y, in 

uc~uirine tho stock und prop~rties involved in this proce~ding) to 

i~suc at tho prices re~ested, not exceeding ~le8,ooo.OO or bond~, 
$55,200.00 of p:-etorred stock o.nd ~5!5,200.00 of common stock. Sucll 

e:tltl:.or1ty~ however,. is not to be con~tru.ed o.s fixiIlg a pr1c& or value 

or the two 1)ro;port1e::: 'tor the purpose or 1"1XinS rates, condem.na.t1on 

or any purpo·so other than the transfer herein authorized.. 

SolO. at the prices indicated the socur1 ties authorized. to 'be 

issued. will. yielc. California water Service coml'OJ:1Y' abou.t. ~2.59:~9S2.00. 

:t the calito~c. Water Service company ac~uire~ '~he atorementioned 

stock and ?rop0rt1~s it may not chargo to t1xed c~pita~ accounts more 

The ditterence: 'between the- :~Z19,.544.00' e.na. ~;ZS9,.992. 
represents accrued depreciation which ~hould be cred1tGd to tho rezel~e 

~or accr~ed depr0ciatio~ 

!:n the event -;he company :9ays mere. for th~ stock o.nd pro:pe rt1es . 
than $259,992.00· it must charge, the difte~1nc~ between the purchase 

price and the ~9~9S2.00 to eo suspense aCCO:lllt and. amortize 1 t 'bY' 

charges to its surplus. e.ccount, or che.rge Ztlch ditt'erence. directly to 

its surplus account. 

California Water Service company proposes to execu~e a sup-

plemon~l indenture specifically subjecting tho proporties to be nc-

quired by it from. The :..anford Wllte:::r company and Bay Point Util1t1e~ 

comp~y to the lien of 1t~ 1ndent~e 0: April ~, 1928, securing the 

p~J.~ent of its outstanding bo~ds. ~ co~y of the proposed sup~l~e::ltal 

1ndenture is tiled as E%llib1t "e"" end appears to be 1l:t sa.tiste.cto=:y 

tor:::.. 

o R D E R 

APplication haVing been made to the Railroad CommiSSion, a~ 

set forth in the preceding op1n1o~ e. public hearing MVinQ bean held 

betore Examiner Fankhauser :md the Railroad Co=n1 ss10n being or the 
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opin1on that the application should. "oe granted only as herein proVidcd~ 

and that the iszue or 0168,000.00, or bond.s, $55,200.00 ot preferred 

stock end $55,200.00 01' co~on atock is reasonably re~ui:ed tor th~ 

:?u~ose spec1:t"ied herein,. which pu...~ose is not in whole or in part, 

recso~ably charge~ble' to o~erating e~0n$C or to income,. and t~t the 

c.pplico.tion, inso:r'o.:- as it 1I::.volves the issue ot: $12 ~OOO.OO o:r' 'bonds, 

$4,800.00 of preferred stock and $4,.800.00 01' common stock should be 

denied without prejudice, 

!~ IS EEEEBY ORDEl?3D as to1low~;-
'1 .... Cal1fornia Water Service Co~pan~ may ac~uire the out-

ste.lld1~ stock of The Ban::'-ord ":.'0. ter Company o.nd Bay ::?o1nt Util1 ties 

Co~:po.n:r. 

2. The Eantord ~~te:- Co~~any and Bay Point Utilities com-

po.n.y may sell and transfer allot their 'businesses, tranch1ses and 

prope::t1es to Californ1a Water Service COI:lpany-, and Ce.11to:1l.ie. WlJ.ter 

Service Company may purcbase such businesses', franchises and proper-

ties. 

3. The Hanford ii"e.ter Co::npany and. Bay ?o1nt Utillties COl:lPIlllY' 

may ~1scontinue their p~blic utili~ oblisati~ and serv1c~ it, when 

and as the tranafer ot their properties to Calitorni~ ~ater Service 

com~any becomes ettectiv&. 

4. Calitorni~ Wate~ Service company may issue and sell~ ~ 

or oeto=e Febr~ary 1, 1929, not exce~d1ne $lOS,OOO.oo or its first 
mo~sa~ rive percent 'bonds ~t not less than 92 percent ot taee value 

plus acc~ed interest, $55,200.00 or its preforred stock ~t not less 

than 91 percent or po.r value a..'"lc. $55,200 .• 00 ot its common stock' at 

not less than par> end ~ use the procoeds to pay tor 'the stock end . 
p=opert1es ot The Hanford Water Company ~~d Bay ?o~t Utilities Com-

puny. 
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• 
5. califor.a1a ~ater Service company ~ execute a supple-

::m:c.ta.l indenture zubstantially in tr..e same torm as that tiled with 

the a~pl1cation he~1n as Exhibit wC~. 

5. Tho appl1cation insote: as it invo~ves the 1zsue o:e 

~12,OOO.OO or bonds, $4,.800.00 01' pre1'erred stock ane. $4,.800.00 o:e 

co~on sto~ is hereb,r denied without prejudice. 
7.. The authority horein granted is ::u'bjoct to the tollow-

inS conditions;-
(e.) It California Water SerVice company pays for the stock and 

properties 01' The Banford ~ct0r Company and Bay Point Utilities company 

more than $259~992.00· it must charge such excess to a ouopenze account 

a:lc, amortize the So.:le by charGes to its surplus account within five 

years after the date 01' this order, or charge such excess at onc~ to 

its surplus accon::r.t. In recordil:.g the transaction the company '!O£.y 

charg& ~ot more than $319,544.00, to its tixed c~p1tal accounts, 

Cb} The authority herein granted to exec~te'a supplemental 

inc.enture is tor the purpose ot thi s proceeding only, and is granted 

only inso~ar as this comm1zsion hac jurisdiction under the terms or the 

?ublic Utilities Act~ ~~d is not intended as an approva~ 01' sa1d sup-

?leme~tal indenture. as to such other legal re~uirements to Which it may 

be su.bje ct. 
( c) California 7la tor Service Company' shall file with the 

Co~ssion within sixty days, atter the execution ot the deed, or deeds~ 

co~vey1ng to it the properties herein authorized to be transterred~ a 

ce=titied coP7 thereor, and, at the same time a cortit1ed statemen~ 

showinG the exact date u~on which it took ~osses$1on 01' the proparties 

and commenced to operate them. and a verified re~rt of the issue ot 

the stock and bonds, and disposition ot the proceeds~ as requ.ired by 

the Railroad Commission'S General Order No. 24~ which order, insotar 

as ap~l1cable, is made a part of this order. 
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(d} The authority herei:l. granted will become etteet1ve: 'ten 

days atter the payment ot the tee prescribed by Section 57 ot the 

Pub11c Ut1l1ties A~t~ which rea is One Eundre~ and Sixty-c1~tC$168.) 

Dollars. 
DJ~ED at San Fr~c1sco. California, this day 01: 

Novembe:r, 1928.. 

• 
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