
Decision No. _')_'_i _~:_,;·_~_d __ • 

BEFORE Tl-'::E RAII.ROAD C011!ICS!ON OF TE:E! S'!'.:.TE OF CALIFORJ,1'IA 

In the ~.:atter or the 1 ... :pplicat1on ot 
R!Gr:il..::.ND DOMESTIC 7~'l~ COMP .• un~· 

:or a certificate of public convenience 
and necessity; tor ~uthority to issue 
stock; and ~or un order author1zins 
Righlc.nd Domest1c :7llter ComprulY to buy 
and fo::, 7!. E .. Cull to sell certain 
pub11c uti11ty property. 

BY T}~ CO~SSION: 

:7. C. I{ennedjr, for applicants. 

;::. Babel, tor residents of 
Cull Subdivision, protestants. 

OPINION 

In the ,above numbered and entitled proceed~, the 

Railroad Commission has been asked to issue e cortif1cate declaring 

th~t public conv~ience ~d necessity requ1re the operation of a 

water system by E1ghl~d Domestic ~ater Company in certain terri-

,tory near the Town of Highl~d, known as the Cul~ Subdivision, ~nd 

to ~ke an order authorizine ~. R. Cull to sell certain water pro-

perties located in the Cull SubdiVision to HiShl~nd Domestic ~~ter 

Company. and pormittine Eiehland Do~est1c Water Company to purchase 

s~id properties and to issue and sell at p~ ~15,OOO.OO of it: 

commo~ capital stock to finance the cost thereof. 

The application shows that Righland Domestic Water 

Company is a corpor~tion orec.nized unde~ the laws· of the State or 

California on or ~bout September l{, 1808 and engaged as e public 

utility in the 'ousine:s of supplying water to::" domestic, irrigation 
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~nd co~~ercial purposez in an~ about H1ghland, San Bernardino 

County. ~he corporation h~s an autho~ized capital stock ot 

~50 ,000.00) divided into 5 )000 shex'es or the pal' value ot ~;10.00 

each, all common, of wh1ch 4,599 shares, of the total ,ax value 

of ~45,990.00) are now outstanding. All of the outstanding 

st09k is owned by lJnerican St~tez Pub11c Service Co~pany. 

In t1cancial st~te~ents f1led with the Commission, the 

oompa.ny has reportod 1 ts eross revenues 'tor tho year 192'7 at. 
~1l)200.47, for the year lS28 a't C,1l,~G~.67 anc. 1'01' the tour 

,J4'ter doducting 

o~oratine ex~en$es, t~esp dcpreci~tion an~ inte~estJ it has re-

~orted net ~rofits for the year 1927 at ~4,289.74, for the year 
.1928 ~t ~Z,eg~.92 and tor the tlrst roul' months o~ 1~2~ at 

:::l,l82.82. Its assete and lia~ilities) az ot April 30, 1929. 

are shown as follows:-

ASSETS: 
Fixed c:;:'1'i tal • • • • • • • • • • • . 
Ce.zh and deposits • • • • • • • • • • • • 
ACCou::lts receivable • • • • . • • • •• • 
~:a terials end supplies • • • • • • • • • . 
?::epaym.en ts . . . . . . . . .. . .... . · . . 
Suspense ~ . . . . . • • . . . . . . . . 
Const~uction work in progress • • • .. • • • 

~80,Z36.69 
167.17 

1,073.38 
763.00 
lll.46 
ll.92 
36.07 

Total acsets ....... )<82,4.:19.09 
!.IABILITIES: 

~ap1tul stook .......... - •••• 
~ooounts with system corporations •••• 
ConsU::J.ers' deposits .. • • • ~ • .. .. . .. 
Accounts payable .. • • . • • • • .. .. • 
Consumers' advances for oonstruction 
Donations for construction • .. .. .. • • • 
Reserves . . . . . . . . . . . . . . .. .. 
Corporate surplus . . . 

$45)990.00 
10,417.60 

128.95 
7.35 

2,504 .. 18 
294.42 

13,483.30 
9,673.89 

Total liabilities *82,499.69 

Service is given to ~pprox1mately 420 consumers. 

It appears that in territory adjacent to that now served 

by Eighland Domestic Ylater COJ:ll'any, in what is known as the Cull 
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Subdivis10n~ is a s~ll water system, owned and operated by one 

~. E. Cull, supply1ng approxL~tely 58 consumers with water for 

domestic purposes and one consumer tor irrigat10n purposes. Tbe 

syst~ consists of the followinSj-

One lZ-1nch well, 286 feet deep; 
One Byron-Jackson No.6 pump, equipped with u 20 h.p. 

motor, sutomatic control; 
One 5000 gallon galvanized iron tank with 0. 25-toot 

tower; 
Z835 teet of 4-inch riveted steel :pipe; 
1110 feet of 2-inch standard screw pipe, dipped; 

700 feet of 10-inch vitrif1ed clay pipe; 
1000 teet or 8 and 10-inch cement pipe; 
One 5 room house and lot; 
Two lots, 51' x 192'. 

It seems that the water system was installed dur1ng the 

last tour years in the development of the subdivision. The con-
sumers have paid tor their own services and have received water for 

domestic use at the flat rate of ~1.50 a month, and for irrigation 

use at the flat rate of 0.75 an hour. The record shows that ~. lie 

Cull has never received rulY franchise: .from the County of San Ber-

nardino, nor any certif1cate fro~ this COmmiss10n, nor has he f1led 

any schedule of rates nor rules and regulations with the Commiss1on. 

:t clearly appears, however, that his failure to comply with these 

various re~uirements was through inadvertence and with no intent 

to evade the provis1ons of any statute. 

The c.Pl'lication 5ho'lV5 that on March 4:, 1929, W. li. Cull 

and li1shlend Domestic ~ater Coml'any entered 1nto an ~greement pro-

viding for the sc.le by i'l.H.CuD.. or hi s water system to Eigllland Do-

mestic ~ater Company, f=ee and clear of all liabilit1es and encum-

brances, for the sum or 015,000.00. In this connection, 1vi):'. C. ? 

H~rnish, an engineer tor the ~eric~ States Public Service Company, 
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who was called as a w1tness, has advisee the Commi~sion that in his 

opinio~ the reproduction cost of the property is ~15,340.00) and the 

rep:'oduction cost less accrued depreciation, ~;13 ,463 .00. Ml'. He.r-

nis~ submitted no estimates of the historical or original costs. 

At the hearing held in th1s matter, ~~ Babel entered a 

protest to the sr~ting of the application on behalf ot the con-

sumers ot the Cull water system. u~. Ee~ol objected to the trenster 

o~ the system if, as a result, the rates now charged would be in-

creasea. end 1f the water now obto.ined from the well included in the 

Cull w~ter syst~ ~ould be d1verted by the purchaser to 1ts present 

system in liiehland. In this connection, however, we might say that 

the ~uestion of rates is not here involved and that Highland Domestic 

~ater Company, 1n ~c~u1rine the propert1es comprising the Cull water 

system must continue 1n effect the rates new charged for water sup-

plied by that system, unless hereatter per.mitted to change them. 

!f at any t:ut~re t~e it is proposed to change the rates now charged, 

1~. Babel and other consumers will huve the right at that time to 

yrotest such action ~d to make such showing in opposition the~eto 

as they may desire. As to the diversion of water from the Cull 

well, it a~pears that due to a di~rerence in elevation between the 

territory served by the Cull syst~ end the present system ot High-

land Domestic ~ater Comp~y, water cannot be turned into the present 

H1ghland system from the Cull system, unless pumping faci11ties are 

installed and the testimony herein indicates that it is not the in-

tention o~ the purchaser, for the present at least, to make such 

installation. It might be said at th1s point that whether or not the 

purchaser at any ~uture t~e decides in the operation ot its busi-

ness to use the waters from the Cull well for d1stribution over all 

its prope~t1es or to m1ngle such waters with the water from 1ts 

present sources o! cupply, 1t will be encumbent upon 1t, as a public 
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uti11ty w~ter company, to deliver ~ adequcte supply of potable 

water at all times to all its consumers. 

It seems to us then, considering the record in this mAtter, 

th'~t u.nder certain conditions · .. :e might permit the transfer 01' the 

properties as here proposed and the operation ot them by Highland 

Do~est1c ~~ter Company. In taking over the properties and 

conducting the operatlons, ~he purchaaer ohould OQnv~n~~ In etr~ct 
"the rate::> now chl:.l.reed "by "the vendor,. a.n<1 :lhoul.d iJ:l:Imed1o.tel.y aOQ.uire 

~hc :orv1oe connect1onz now owned by con~ers on the Cull water 

syst~) in accordance with the Commission's rules and !egulatlons. 
Righland Domest1c ",'fa tel' Company has :lppl1ed to the Boad 

o! Su:pel'visol's of the County of So...."'l Pel'na:rdino tor a 1'ro.nchise to 

operate in the Cull Subdivision. .it the time of hearing of' t hi s 

application, such franchise h~d not been :finally passed, nor has 

the Co~ssion, since the hearins, been ~dvised of :final pass~ge. 

Pending the ac~u1s1tion of the franchise, the order herein will 

grant the corporation permission to operate the Cull water system. 

:otling now to the req,uest to issue !:-;15,000.00 of stock to 

finance the cost of the properties, it will be observed, as set forth 

herein~bove~ thut 1~. E~rn1sh hus 'estlmated the reproduction cost of 

the properties at ::;15,34:0.00, and the reproduc'c1on cost less depl'e-

c1~t1o::l at 013,483.00. It hus been the Comm1ss10n~s :policy in lJUl.t-

tel'S 1nvolv~ the transfer and refinancine of public utility pro~r­

ties, to ullow the iss~e of securities by the purch~sing company, 

in un ~ount not exceeding the e$ti~ted historieul, or the or1Gin~ 

cost, less depreCiation, including lands ut present value. In the 

present case, it occurs to uc that bccauce of the recent instullation 
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ot the water system here proposed to be tro.ns1'erred, we might pro-

perly, for the pUl'pose of th1s proceeding, use the figures sub-

mitted by 1~. }~rn1sh in determining the ~ount ot stock to be 

:w~ will accordingly authorize Eiehl~d Domestic 'Jater 

company to issue 013,500.00 of stock to ac~uire the Cull water 

system. If it pays mo=e than ~13,500.00 for such zyst~) it must 

obta1~ the balance from so~e source other than the issue or secu-

r1t1es end ~ust charge such excess to its corporate surplus ac-

count. In recordine the transfer on its books of account, the 

purchaser may charge to ~ccount No. l"~ixed capital" not exceed1ng 

::~6 ,540.00; and to Account No. 8-c T11tiscellaneous investments'" J 

.. 
not exceeding ::;3,300.00) the est1l:nated. value ot: the tv.o lots end 

the dwelling house and lot, these items, 1n our opin1on, being of 

a non-oper~t1ve n~ture. 
It will be observed that Highland DomestiC W~te:r Company 

at present has ~ uut~ori~ed capital stock of ~SO~OOO.Oo, of ~hich 

~:4:5 ,9130.00 iz outstc.nding. 'ile have been advised tr.o. t steps are 

being ~ak0n to increase the ~uthorized stock issue. ~'b.e Southori ty 

herein grcnted to issue stock will not become effective until ap-

plicant r~s filed ~ certified copy of its Articles of !ncorporat1on 

~~ended so ss to provide for an increased capital stock. 

O:RDER 

Application having been made to the Commission for an 

order grcntine ~ certificate of puolic convenience c.nd necessity, 

~~~horizin€ t~e ~r~~sfer of properties ~nd permitting the issue,of 

~~15 ,000.00 of stoclc, 0. public hearix:.€ h:;.vinS been held before 
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Zx~ino~ ~:lliams, and the Railroad Commission be1ne of the opin1on 

th~t the application should be grunted, as herein ~rovi~ed) but that 

the iss~e of only ~13,500.00 o~ stock should be authorized tor the 

~urpose specified herein, which purpose is not in whole or in part 

=e~:onably churgeable to operating expense or to income, ~d that 

the ~pp11cstion insot~r ao it involves the issue ot ~1,500.00 of 

stock :ho~lc be denied without prejudice, therefore, 

1r::: IS ~y ORDERED that w. H. Cull be, and. he hereby 

ls, authorized to sell, on C~ befo~e December 31, 10Z9. to Eighlend 

:)omestl¢ \':o.tel' Company, 1'rce ::::.nd clear 01' encum.orances and lia-
bi11ties~ the wa.ter prop~l"t1e5 ret'orred to in the :rol'eso1ng opinion 

and described in EY~ibit ~n attached to the application he~e1n. 

1~ ;s ~~y ?UR~~R ORDERED that Highland Domestic ~ater 
CO~D~Y be, and it hereby is, authorized to buy tbe propext1e~ 

~. E. Cull is herein ~uthorize~ to sel~) and to issue and sell. on 

0= before Dec~ber 31, 1929, et pur tor cash, not exceeding ~13,500. 

ot co~on stock, tox the purpose ot, financins, in part, the cost 

of such properties. 

IT IS HEREBY FUR~rlER ORD~ that the application insofar 

as it involves the isSUe of :::l,500.00 of: ~tock be, and it hereby is, 

cen1ec without prejudice. 

The author1ty herein granted is subject to the following 

condit1ons;-

1. Highland Domestic ~:ater Company, it it acc ... uires the 

,roperties, ot the Cull'water system, ~y not charge to 1ts tized 

co-pi tal accounts ::::lore than ;,;6,540 .. 00 e.nd to its miscellaneous in-

vestment accou.:c.t more than ~,800.00 in record:tns the purchase. 

If it pays tor such propert1ws more than ~13,500.00 represented by 

a l1ke amount of stock, it must charge the excess to its corporate 
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surplus account. The difference between the $15,340.00 to be 

charged to fixed capital end miscell~eous investments and the 

$13,500.00 ztock issue shall be credited by the purchaser to its 

reserve tor accrued depreciation. 

2. Neither the price at which Highland Domestic ~ater 

Company proposes to purchase the Cull water sYste~, nor the amount 

of stock here1n author1zed to be 1ssued, nor the amount which the 

purchaser is herein permitted to charge to its fixed capital ac-

count shall here~rter be urged before this Commission. or other 

pub11c body or court, as c measure or value of the water system 

for the purpose ot f1xine rates or tor any other purpose. 

3. Highland Domestic :'fater Company, in acqui:rine the Cull 

water Syst~, shall continue in effect on such system the ~e 

schedule ot rates now charged by ~. H. Cull, namely, a flat rate 

ot ::;1.50 per month to;: domestiC consumers and a flat rate of ~;O.75 
. . 

an hour fo~ irrigation consureers, such rates to be continued until 

a chunse is permitted or directed by the Commission. 

4. The authority herein g~anted to transfer properties will 

become effective upon the date hereof, but the authority here1n 

granted to issue stock will become effective only upon the tiling 

with the Commission of a certified copy of the ~rticles of incor-

poratio::l. of Eighle.nc. Domestic ~'lo.te:r Company amended so e.s to permit 

the issue of additional stock, or a certified copy of a certi~1cate 

of incre~se of capital stock. 

5. 7.1th~ thirty d~s a~-the transfer herein auth-

orized) Righl~nd Domestic ~':ater Compo.ny shall file with the Comm1s-

sion a copy of the deed or other instrument of conveyance, a state-
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~e~t indicating the exact date upon which it acquired suoh proper-

ties, cnd a schedule of r~tes for service from the ~ropert1es pur-

ch~se~, s~id rates to be identical with those now being oharged on 

such properties. 
6. ~ithin thirty d~ts atter the issue of the stock herein 

c.utllorized, :S!Sb.la.nd Domestic ~7::lter Company sh:;.ll !'ile with the C'ODl-

~iss1on a verified re~ort, ~s re~uired by the R~ilroad COmmission's 

Ceneral Order Ko. 24, which Qrder, insofo.l' as nppliee:'ble, is made :l 

part ot this order. 

? ~;ri thin one yeO.l' al'ter c.cqulring control and possession 

of the Cull water Syst~ herein ~uthorized to oe, transferred, Righ-

l~nd Do~est1c W~ter Company shall ac~u1re title by purohase or other-

wise, to dll service connect1ons from the mains to the property or 

curb line. 

2""..::2 RA....TI.R01JJ cO~ursS!ON OF Tl'rE ST .. ~TE OF c.ALI:E'OENll BEREBY 

DZCLAAES thut public convenience ~nd necessity re~uire, and vdll 

:-eq,,1.l1re, tho.t H1ghland Domestic 7fater Company acquire and operate 

the we.ter systetl located. ill the Cull Subdi vis1o:t, knO'i'\"ll e.s the Cull 

water system, ~d it further declares that heree~ter upon the ti~­

ins o~ a certified copy of an ord1nance of the County ot San Ber-

nardino granting to Eighland Domest1c ~ater Company a frQnch1s~, 

and $, stipulation in which the corporation agree:s that it, its suc-

cessors und assign: will never cl~~ ~ value for said tr~chise 

in excess ot the e.moun tactually pc.1d to se.id oounty to·r se.1d fran-

chise, -\','hioh runount she.ll be eta ted., 1 twill d.eclare that ~'U."o11c 

convenience and. necess1ty req,u1re and will require the exercise 'by 

Rishland Domestic Water Company of the rights ~nd privileges granted 
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oy. said fro.nch1se, subject to such ter:ns~d cond1t1ons CoS the 

Ra~lroa~ Commission may prescribe. p::.:... 
DATED at san FJ:'c:c.c:tsco, California, this 1$ day of 

A.ugust, 1929. 

Co:cm1ss ioner s. 


