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IR0AD COMAZTSSION OF TEZ STATZ OF CALIFORNILA

Iz the Matter ol thae Application of
CALIFORNTIAL WATZR SERVICE COMPANY,
e corporation, Llor order authorizing
issue ol bonds and stock and morte
a8 of certaln »ubllic utility pro-
porties, and, Jointly with The Zan-
ford Water Company, 2cy Point TUtil-
ivilees Company and Z. B. Valthall,lor
rder authorizing sale and purchuase
of cortaizn public wtilivy zecurities
and propsriiocs.

Applicetion No. 14731
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seCutclhien, Olney, lannon & Greene,
by A. Pdlatthew end J.D.adams,
Tor applicantc.

EY TEE COMMISSION:

OPINTION

Tae Railroed Commission is asked, in zhis applicafion, to
make ar order authorizing;-

l. Tho acguisition by California Water Service Coxpany of the
outstanding stock of The Zanford Water Company and Bay 2oint Utili-
ties Companys

2. Tne sale and transfer by The Zenford Vater Company and Bay
Point Utilitles Company, zné the »urchase by Californic Water Ser—
vice Company of the businesses, ITranchises and properties of The Han~
ford Water Comyeny and 2ay Point Utlilitles Compeny.

3. The execution oy Califoxnia Water Service Company Of & sup~-
nlemental indenture subjecting the sald properties vo 1t3 trust in~
Zenvure dated April L, 1928.

4. The discontinuance by The Hanford Vater Company and 2ay

Point Utilities Company of their recpective public utility obliza-
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tions upon transfer of their properties.

Zué}iﬁz/”' 5. The issuance by Californiz Water Service Company of $180,000.00

orf Tirst mortgage five percent bonds, dated April 1,1928, $60,000.00 of
siX percernt cumlative preferred stock and £60,000.00 of comnon stock,
for the puxpose of acquiring the stock and properties of The Hanford
water Company snd Bay Point Utilities Company.

California Tater Serxrvice Company 1s engaged in the business of
supplying water as & public utility in a number of communities through-
out the state. It now desires to add to its properties through the
aeguisition of the water sysztems in Bay Point, and in Hanford, and to
that end has made arrangements to purchase the outstanding stock of the
companies now owning those systens and thereafter vo cause the transfer
*0 4t of the properties comprising sald systeums.

The Hanford Water Company reports outstanding $191,000.00 of
stock, divided into 19,100 shares of the par value of $10.00 eack, all
common. Bay Point Utilities Company reports $15,000.00 of stock, div-
ided into 150 shares of the par value of $100. each, all common. .The
assets and liabilities of the two companies, as of August 30, 1928, are
roported in Exkhibilit ™A™ as follows; -

ASSETS The Zanford 2oy Point
Water Company TUtilities Comvany
5160t 68Q DYOPOTVY « - « - - - « - GG 5 B0 e 0% T hyaL7 57

Current assets; .
Cash end deposits . . . . 4,782.58 1,537.07
Accounts receivadle . . . 837.93 1,024.03
Vaterials and supplies . . 2,566.08 -
Due from affiliated companies 1,788.68 -
Tot&l-.-..--....-.... ae u,sw-&g “-,%I.IO
Deferred CHATERS o o o o o o o o o 138.84 9820
Tnamortized discowvnt on stock . . . 58,250.00

TOtal 8550t5.ccences $005,002.62 973}876;8?

LIABILITTIES
Capital STOCK «. .« « '« . $191,000.00 $15,000.00
Current liabllities:
Notes payadle . . . . . - 281.10
Accounts payadble . . . . 1,076.72 -
AceTalS ¢ o .o . o . . 2,112.20 92.32.
Due aeffiliated companies 13,500.00 35,328.05 .
Tot&l. ........ -abhek b"wa. 4 b’" .4

Deferred credits . . . . 3,153.92 29,15
REZGIVES « o ¢ o o 80,43L.09 29,390.22

SUTPLIUE o o o o o 2 o o o o a = & 17,248.69 62243.97§12
‘ Total Liabilities....5008,022. 175,876 .87

(1) Dericit
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It cppears that all of the outstanding stock of botk com-
vanies, with the exception of director's qualifying shares, is held
by 2. B. Walthall, vice=-president of Callforala Water Service Com-
pany, Who bought it om account of Federal Water Service Corporation.
. Welthall reports that the cost of cequiring the stock anmd of
peying certain obligations of the companies was $275,565.00 and that
he proposes o wurn the stocks over to California Vater Service Com-
pany at the cost to him. After the acquisition of the stock, Calif-
oxnia wﬁte: Service Company proposes to cause the two companies to
transfer their properties to 1it.

To finence the cozt of acquiring the stock and yroperties of
The Hanford Water Company and Bay Point Utilities Company, the pur-
chaser, Celifornia Water Service Compeny, &sks permission to issue
end sell %£180,000.00 of its first mortzage five percent donds at 92,
360,000.00 of Lts six percent preferred stock at 91, and $60,000.00 of

ts coxmoxn stock at 100. These prices will yield 1%, irn the aggro-
gete, $280,200.00. Transfer of the properties will be mede Iree and
clear of liens and eancumbrances.

In support of the request to issue stock and bomds in the
above amounts, applicents have filed, as Exhibits mlT and w27, coples
of inventories and appraisals prepered by H. J. Skinmer, Iin which
+he reproduction costs mew and historical costs of the physical pro-~

_perties as of Jume 30, 1928, are set forth as follows;~

ITEX The Hanford By Point
Water Company Ttilities Comdany
Reprocuction COST neWw . « . . . w409 5449 a0 $9%, 21000
Reproduction cost new less deyrecla-
=)+ S 226,669.00 86,796.00
Zistorical cost « o . - 4 . . . . 23),141.00 £6,467.00
Historical cost less depreciation 188,293.00 £0,445.00

e addition 30 “he above figures epplicants estimate the

proper ellowances for materials ané supplies at $2,092.00 for The -

Gantord Tater Compeny and et £800.00 for Sey Pofnt Ttilitles Compaxy.




working capital isc ostimeted at £5,700.00, franchise value at $500.00

and organization expenses at $3,00C.OO, These acditional items aggro-

sate £12,092.00.

Estimetes of the originel costs of the properties were mede by
the Coxxission's engineering department and are set forth in Exhibdits
37 ané "4 g follows;~

IT=M The Henfoxd Bey Point

.‘ Veter Comnany Utilities Compan
HisSTOrical COST + o ¢ o o o o o PELT,069.00 @7§,4§6.55
Historical cost less depreciation 166,8%2.00 72,658.,00

These figures 4o no? include any allowances for matorials and
supplies, working cepital, franchise value or organization expenseé.

Horctofore we have indicated that we believe the proper dasis
for an order suthorizing <vhe issue of sgégisfi proceedings of this
rature involving the refinancing of pudblic utility properties Lis the
historical cost, including precent value of land, of the properties
less acerued depreciation. EFere, applicants’ engineors ostimate the
total original cos%k, less’dcpreciation, at $280,830.00, including the
estimated allowances Sr $12,062.00 for meterials end supplies, working
ceplital, franckhise valué and orgenization expenses, an amount substan-
tially oqual to the proceeds Irom the sale of tho securities here re-
quested. The Commission's engineexs cciimate the originel cost, less
depreciation, end including the ebove sllowances of $12,092.00, at
$251,582.00.

snalysis of these estimetes shows that the dlflerences Do~
+ween <he companiest engincer andéd tvhe Commiosions' are primarily due,
in the czcsze of the Hanford proporties, to differences in overhead al-
lowances, and in <the case of the 3Bay Point provertlies, to differences
in overzead a;lowances and unit costs for Labor. Thoe companies’
engineer estimetes the accrued depreciation on the properties at 45,870,
and the Commission's at $58,552.00.
=l
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we nave given full concideration o the record in thiz natlter
and bave comcluded to esutkorize Californis Water Service Company, iz
acouiring the stock and oropervies involved in this procescding, o

izsue at the price

©

regquested, not exceeding $168,000.0C of bonds,
$55,300;OO of preferred stock and £55,200.00 of common stock. Such
avtrority, hovwever, iz not to be construed as fixing a price or value
of the two »roporties for the purpose of fixing rates, condemnatlion
or any »urpose other thar %he transfer herein authorized.

Sold at the »rices indicated the securities authorized to be
isoued will yield Cpliforniz Water Service Company about $252,992.0C.
72 the Califorais Water Service Company acguires the aro:émentioned
steck and properties it may not charge Vo fixed capital accouats more
than £319,544.00. The difference between the $319,544.00 end {259,992.
represents acerued deprecietion which should be credited to the reserve
Tor accrued denrociation.

In the event the company payes mere for the stock and properties
Than $259;992.00vit mist charge the differvncé between the purchase
price and the $2592,992.00 to 2 suszpense account and amortize 1t Dy
char@as ﬁo 1ts surplus account, or charge such difference directly to
its surrlus account.

Californis Water Sorvice Company proposes t0 cxecuve & sup~
plemental indenture specifically subjecting the propertics o be ac-
quired by it from Tre Eanford Water Company and Bay Polnt Utilitles
compaony +“o the lien of itc indenture of April 1, 1928, securing ik
payuent of its outstanding bonds. A copy of the proposed supplexental
indenture is filed as Exhibit "C™ and eppears to be in zatislectory

forz.
0RDER

Application having been made to the Railroad Commission, as
set forth in the preceding opinion, a public hearinmg having beoa keld

werore Examiner Fankhauser and the Rallroad Commlssion being of the
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opiniom that the epplication should be granted only as herein provided,

ané that the iszwe of {168,000.00 of bonds, £55,200.00 of preferred
stock and $55,200.00 of common stock is reasénaﬁly required for the
durpose specified herein, which purpose is not in whole or in part,
rexconably chargeable to operating expense or to income, and that the
application insofar as it involves the issue of $12,000.00 of wonds,
$4,800.00 of preferred stock and $£4,800.00 of common stock zhould be

¢enled without prejudice,

I7 IS EZREBY ORDERED as follows;~

L. California Water Service Company may acquire the out-
ctending stock of The Zanford Wator Company ané Bey Foint Ttilities
company.

2. The Eanlord Vater Compary and Bay Point Ttilities cdmr
pany may sell and transfer all of their businesses, franchises and
vropertlies to Celifornia TWater Service Company, and Celifornia Water
Sexvice Company mey purcihase such businesses, franchises and »roper-
tiesc. |

3« The Hanford Weter Company and Bey Point Utilities Company
may discontinwe thelr public utility obligation and service 1L, when
and as the transfer of thoeir properties to Califorznis Tater Sexrviceo
Company bocomes effective.

4. California\?ater Service Company ey issue and sell, oz
or Before February L, 1929, not oxceeding £168,000.00 of its first
mortgage Tive percent bonds at not less than 92 percent of face value
plus acerued interest, $55,200.00 of its preforred stock at not less
“hen 91 percent of par valwe and $55,200.00 of Lits coxmon stock at
not less than per, and ey uwse the procoe}s to pay for the stock and
properties of The Henford Water Company and Bay Point Utilities Com=-
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5. Celiformis Tater Service Company may oxecute a supple-
mental indenture substentially in the same form as that filed with
the epplication herein as Exhibit "C™.

6. The application insofer as it involves the lssue of
512,000.00 of bonds, 54,800.00 of preferred stock and $4,800.00 of
comron stock is hereby denied without prejudice.

7. The emthority heorein granted is subject to the fqllow-
ing condivions;-

(2) If Califormia Water Service Company pays for the stocxk and
properties of The Hanford Wetoer Company and Bay Point Utilities Compeny
more than $259,992.00 it must charge such excess 10 a sucpense accoﬁnt
and amortize the some by charges to its surplus account within five
years efter the date of this order, or charge such excess et once to
i{%s surplus accouxt. In recording the transaction the compaery ney
charge mot more than $319,544.00 to its Tixed capital accownts,

(b} The authority herein granted %6 executer & supplemental
{ndenture ic for the purpose of this proceeding only, and is granted
only insofar as this Commission has jurisdiction under the texms of the
ublic Utilities Act, and is not intended as an approval of said sup-
plemertel indenture as to such other legal roQuirements to which 1t may
ve subjecte

(¢) Californie Water Service Company shall file with the

Commd ssion within sixty deys after the execution of the deed, or deeds,

conveying to it the propertics herein aathorized to be transferred, &
cersified copy thereof, and, at the same time a certified statement
showing the exect date upon which 1t took possession of the properties
end commenced to operate them, and & veriflied report of the issue of
the stock and bonds, and disposition of the proceeds, as required dy |
the Reilroed Commission's General Ordexr NoO. 24, which order, insofexr

es applicedble, is made a part of this order.
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(&) The authority herein granted will become effective ten

days after the payment of the fee prescrided by Section 57 of the
Public Utilities Aet, which fee is One Hyndred and Sixty-elight($168.)

Dollars.

/¢ =
DATZED at San Francisco, Californta, this day of

Novembexr, 1928.

Commissioners.
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