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Decision No. e el

SZFORE TEE 'RA.IL\OAD CO LAISSION OF TEE STATE OF CALIFORNIA

CIRAL

Application No. 15674

In the Mattexr of the Ayplication of
EIGHLAND DOMESTIC TATER COMRANY
ror a certificate of public convenlence
and necessity; for authority to issue

stock; and Tor an order authorizing
M*ghland Donestic Tater Compeny to buy
and for . H. Cull to sell certain
public utility »rovervy.

W. C. Xennedy, for applicants.

. Babel, for residents of
Cull Subdiv;sion, protestants.

BY TER COMRIISSION:

In the above numbered snd entitled procecding, the
Railroad Commission has been asked to issue a certificatle déclaring
+het public convenience and necessity require the operation of &
weter system by Eilghleond Domestic Tater Compeny in certain terri-~
tory near the Town of Higklend, kmown as the Cull Subdivision, cnd
to maike cn order authorizing W. E. Cull to sell certain water Dro-
verties located in the Cull Subdivision to Highland Domestié woter
Coxpery, and yermitiing Highland Domestic Water Compeny to purchase
said properties and to issue and sell at par {15,000.00 of its |
commoz capital stock to finance tke cost thereof.

The application shows that Highland Domestic Water
Compeny is a corporatvion organized under the lews of the State of
Celifornia on or cbout September 14, 1898 and engaged as & public
utility in +the businecs of supplyving water Ilor domestic, irrigation
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and commercial purposes in &nd sbout Highlend, Sen Bernardino
County. The corporatlon has an authorized capital stock of
£50,000.00, divided into 5,000 shares of the per value of {10.00
each, all common, of whick 4,599 shares, of the total var value
of $45,990.00, are now outstanding. 411 of the outstanding
stock 1is owned by American States Tublic Service Company.

In firenclal stotements filed with the Commission, the

comparny has reported its gross revenues for tke year 1527 at
£11,200.47, TOT the year 1928 et {lL,969.67 and ror the Ioux
months ending April 30, 1929 at §3,620.53.  After deducting
oporating expenses, taxes, deprecistion and interest, it i:e.s re-
ported net profits for the year 1927 at {4,289.74, for the year
1928 2t U3,891.92 and for the first four months of 1929 at
$1,182.82., Its assets and llabilities, as of April 30{ 1929,

are shown as fOllOW°‘-

Tixed capital . . . . . o . . e . $80,336.69
Ceck and deposits & & - & o & . 167.17
Accounts recelvable . . . . . . 1,073.38
Materials and supplies « ¢ o o o &« o o . . 763.00
Drepayments .« o o v e o« e s e 6 e e a0 1ll.46
SUSPERSE + ¢ o « « « o o » o s & o o o o 11.92
Construction work in DrogresSs « o« « « o o & 56.07

Totel 8S50tSeacac. $82,499.69
LIABILITIES: S

capital StoCK ¢ 4 4 v 4 4 4 e 4 e e .o $54.5,990.00
Accounts with system cornorations .« e o s 10,417.80
Consuxiers® deposi®s « ¢ v ¢ v @ e . . 128.95
Accounts payadble . . . . . o« o & » 739
Consumers' advances for conutruction 2,504.18
Dorations for comstruetion . « .« o + « & 294 .42
RESCLVOS ¢ o o o o o s 2 a o = o o = & = 13 ,483.30
Corporate surolus « - « ¢ ¢ ¢ « = o « @ 9,673.389

Total liabilities %523499.69

Service is gilven to approximately 420 consumers.

It appears that in territory adjacent to that now served

Eighland Domestic Water Compmany, in what I1s known as the Cull




Subdivision, is = small water system, owned and operated by oxe
we Ho Cull, supplying approxinmstely 58 consumers with water for
domestic purposes end one consumer for irrigation purposes. The
system consists of the following;-
One lZ~inck well, 286 feet deep;
One Byron-Jacksoen No. 6 pump, equipped with o 20 h.p.
motor, sutomatic control;
One 5000 gallon galvanized iron tank with a 25-foot
tower;
2835 feet of 4-inch riveted steel pipe;
1110 Teet of 2-inch standaxd screw pipe, dipped;
700 Teet of 1lO0=inch vitrifled clay pipe;
1000 feet of 8 and 1lO0-inch cement pipe-

Cne 6 room house and lot;
Two lots, S1' x 192

It scems that the water system was Iinstalled during the
lest four years in the development of the subdivision. The com-
sumers hove pald for their own servieces and have ieceived water foxr
domestic use at the flat rate of {1.50 a month, and for irrigation
use at the flat rate of .75 an hour. The record shows that ¥. H.
Cull has never received any franchise .from the County of San Ber=-
nardino, nor any certificate from this Commissior, nor has he filed
any schedule of rates nor rules and regulations with the Commission.
T+ clearly sppears, however, that his failure to comply with these
various requirements was through inadvértence and witk no intent
to evade the provisions of eny statute.

The azpplication shows that on March 4, 1929, W. H. Culd
end Eighlend Domestic Weter Compeny entered into an agreement pro-

viding for the scle by W.H.Cull of his water system to Tighland Do~

mestic Water Company, free and clear of sli liabllities and encum-

braances, for tke sum of 515,000.00. In this comnmection, Mr. C. P.

Hernish, en engineer for the imericax States Public Service Company,




vho was called as a2 witness, hos advised the Commission that in his

opinion the reproduction cost of the property is {15,340.00, and the
reproduction cost less accrued depreciation, 51%,48%.00. Mr. Hex-

nish submitted no estimates of the historieal or original costs.

At the hearing held in this matter, 7. Babel entered a
protest to the granting of the application on bahalfl of the con-
sumers of the Cull water system. Iir. Bebel obJected to the transfer
0% the cystem if, as a result, the rates now charged would dbe in=-
creased and 1f the water now obtaired from the well included in the
Cull weter system would be diverted by the purchaser to its present
systen in Highland. In this connection, however, we might say that
the question of rates is not here involved and that Highland Domestic
Tater Company, in ceguiring the properties comprising the Cull water
system must continue in effect the reotes new charged Lor waler sup-
plied by thet system, unless hereeftier permitted to change thex.

IT at any future time 1% is proposed to change the rates now charged,
I'r. Babel and other conmsumers will have the right at that time %o
protest such action snd to make such showing in opposition thereto

as they mey desire. As to the diversion of water from the Cull
well, 1% sppears that due %to a difference in elevation between the
territory served by the Cull system end the present system of High-
land Domestic Tater Company, water cennot de turned into the present
Higﬁland system from the Cull system, unless pumping facilities are
instelled end %he testimony herein indicates that 1t 1s not the ln-
tention of the purchaser, for the preseat =t least, to make such
ipstallation. It might be seid st this point that whether Or not the
purchaser ot any future time decides in the operation of its busi-
ness to use ithe wuters from the Cull well for distriﬁution over ell

1ts properties or to mingle such watvers with the water from 1%s

vresent sources of cupply, It will bde encumdent upon 1t, as a pudblic
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utility water company, %0 deliver an adequete supply of potable
water at all times to all its consumers.

It seems to us then, considering the record in this matter,
thet under certain conditions we might vermit the trancfer of the
oproperties as here proposed and the overation of them by Highland

Domestic Walter Compeny. In teking over the properties and

condueting the operetions, the Durchaser should coaviawe in effect

the Tates now charged by the vendor, and should immediately acquire

the zorvice connections now ownaed by consumers on the Cull water

system, in accordence with the Commission's rules and Tegulatlons.
Highland Domestic Tater Company hes appllied to the Board

of Suvervisors of the County of San Pernardino for a franchise to

operate in the Cull Subdivision. A% the time of hearing of this

applicaticn, such franchise head not bdeen finally passed, nor has

+he Commicsion, since *he hearing, been advised of final passege.

Pending the acquisition of the Irenchise, the order hereinm will

grent the corporation permission to operate the Cull water system.
Coning now Vo the reﬁuest to issue $515,000.00 of stock to

finence the cost of the pfoperties, it will be observed, as set forth

nereincbove, that Mr. Hernisk hos estimated the reproduction cost of

the properties at $15,340.00, and the reproduction cost less depre-

cietion at £13,483.00. It has been the Commission's policy i mat-

toTs involving the %transfer and refinancing of public utility proper-

ties, t0 illow the issue of securities by the purchosing company,

in en exmount not exceeding the estimated historical, or the original

cost, less depreciction, including lands at present value. In the

present case, 1t occurs to ws that becauce of the recent instellation




of the water system here proposed to be tronsferred, we might pro=

verly, for the purpose of thls proceeding, use the figures sub-
nitted by Mr. Harnish in determining +he gcmount of stock to be
{ssued. Te will accordingly authorize Highland Domestlc Tater
Company to issue $13,500.00 of stock %o acguire the Cull weter
system. If it pays more than $135,500.00 for such system, 1% nust
+he belence ITrom some source otker than the lssue of secu-
rities end rmust charge such excess 1o its corporate-surplus ac-

Tz recording the transfer on its books of account, the
purchaser maey charge 10 feeount No. 17Tixed cepital™ not exceeding
£6,540.00; and to Account No. S-¢ M scellaneous investments™,

ot exceeding 18,800.00, the estimated value of the tw lots “eng
re dwelling house end lot, these items, Iin our opinion, beling of
e nomn-operative nature.

74 will be observed %that Eighland Domestic Water Company
at present hes zr sutzorized capital stock of 150,000.00, of which
145,950,000 is outstanding. Ve have been cdvised that steps are
velng taken %0 increase the cuthorized stock issue. The suthority
nerein grented to issue stock will nOT become effective until &p-
plicant nas Tiled a certified copy of its Articles of Incorporation

amended so &5 to provide for an increased capital stock.
Q2 DZER
Application having been wede to the Commission for an

order gronting e certificate of public convenience end necessity,
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ixgminer Willlems, and the Raillroad Commission being of %he opinion
that the gpplication should be granted, as hereln provided, dbut that
the issue of only $13,500.00 of stock should be authorized for the
purpose specified herein, which purpose is not in whole or in part
Teaconsbly chargoable to operating expense or to income, znd that
vhe gpplicstion insofar as it involves the Lasue of £1,500.00 of

stock should be denied without prejudice, therefore,

IT IS IEREZY ORDERED that . H. Cull bYe, and he heredy

15, authorized to cell, on or before Decenmber 31, 1029, to Fighlend
Domestic Water Compeny, Lrce cnd clear of encumbrences and lie-
bilities, thoe water properties referred to in the foregoing opinion
and descrived in Zxhibit "ET attached to the application herein.

I0 IS EEREBY TURTEER ORDIEZD that Highlend Domestic Veter
Company d»e, snd it heredy is, sutborized to buy the propertlies
We E. Cull is herein authorized to sell, and to issue and sell, on

or before December 31, 1929, 2t par for cash, not exceeding $135,500.

of common stock, for the purpose of financing, in part, the cost

of such properties.

IT IS EERERY FTURTHER ORIDERED that the appliication insofar
es 1t involves the iszsue of gl,soo.oo‘of stock be, and it heredy is,
denied without prejudice.

The authority herein granted 1ls subject to the following
conditions;~

L. EHighlend Domestic Tater Company, 1f it acculres the
properties. of the Cull water system, may not charge to its limed
capitel sceounts more thenm 16,540.00 and to its miscellaneous in-
vestment account more then i£,800.00 in recording the purchase.

If it peys for such propertiws more thar £13,500.00 ropresented by
a like smount of stock, it must charge the excess to its corporate
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surplus account. The difference between the $1$,340.00 to de
charged to Iixed cepital end miscellaneous investments and the
515,500.00 stock issue shall be credfited by the purcheser to its
reserve for accrued depreclatlion.

2. Neither the price at which Highland Domestic Water
Company proposes 1o purchase the Cull walter system, nor the amount
o stock herein sutrorized %o be issued, nor the amount which the
surchaser 1s herein permitted to charge to 1ts lixed capital ac-
coun% shell hereafter be urged before this Commission, or other
public body or court, eg o measure of value of the water system
for the purpose of fixing rates or for any otrer PUTPOSE .

3. Eighland Domestic Water Company, in acquiring the Cull
water system, shell continue in effect on such system the seme
schedule of rates now charged by W. H. Cull, namely, & flat rate

of {1.50 per month for domestic consumers and a Ilatv rate of $0.75

an hour for irrigetion éonsumers, such rates to be contimued until

a change is permitted or directed dy the Commission.

4. The suthority herein granted to trausfer properties will
become elffective upon the date hereof, but the authority herein
grented to issue stock will decome effective only upon the riling
with *he Commission of a ceriified copy of the articles of incor~
poretion of HEighlend Domestic Water Company aménded 50 a5 to pormit
+he issue of additionsl stock, or a certifled copy of a certificate
of increase of capital stock.

5. withim thirty days efteX~the transfer herein auth-
orized, Highland Domestic Wwater Company shall file with the Commis-

sion & copy of the deed or other instrument of conveyance, a state-




ment indicating the exact date upor which it acquired such proper-
ties, end o schedule of rates for service Ifrom the properties pur-
chesed, sald rates to be identical with those now belng charged on
such properties.

6. Within thirty deye arfter the Issue qr +he stock herein
cuthorized, Yighland Domestic Water Company shall‘file with the Com~
mission o verified report, &s required by the Rallroad Commission's
Ceneral Order No. 24, which order, iﬁsofar as spplicable, is made a |
part of this order. | |

7. Tithin one year after cequiring control and possession

or the Cull water system herein cuthorized to be transferred, High-

land Domestic Water Company shell acguire title by purchase or other-

wise, to dll service connections from the mains to the property or

curd line.

TEZ RAILROAD COMMISSION OF TEE STATE OF CALIFORNIA HERESY
TICLARES that public convenience cond necessity requiie, and will
recuire, that Highland Domestic Water Company acquire and operate
the weter system located ir the Cull Subdivision, Xnown as the Cull
weser system, snd it further declares that hereafter upon the fil-
ing of = certified copy of an ordinance of the County of San Ber-
nerdine grenting to Highland Domestic Tater Compeny e franchise,
and & stipulation in which the corporatior sgrees that 1t, 1ts suc-
cessors and assigns will never clamﬁ a value for seid fLrenchise
in excess of the emount actually »aid to szid county for sald fran-
chise, vhich emount shall be stated, 1t will declare that public
convenience and necessity require and will require the exercise by

Tighlend Domestic Vater Company of the rights and privileges granted




vy ceid franchise, subject to suck terms snd conditions os the
Railroad Commission may prescribe.

DATED at Sen Froncisco, California, thils ZQ day ot

August, 1928.
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Commissioners.




