
Decision No. 22284 • 

BEFOP.E TEE P.A.I:mOll>CO~IO:SSION OF THE STATE 0]" C,t..,LI:FORNI1 .. 

In the Matter or the A~~lication ot ) 
CA!.IFO?l..~A W.A:l';:;g S~IC::: COjJ:pl~T¥{, ) 

a corporation, tor order authorizing ) 
i~$ue or bonds and stock and mortgage ) 
ot certain public utility pro,erties, ) 
and, jointly with The Marysville Water ) 
Company and Raymond Been7, for order ) 
authorizing sale ani ~urchase of cer- ) 
tain public utility securities and ) 
properties. ) 

Application No. 1622S 

McCutchen, Olney, Y~~on and Gree~e, 
by .James D. Ade.:ns and. Een=y D. 'Costigan, 

for applicants. 

:sr T~ COMInss ION: 

FIRST SO'PPI.E!~~A,L OPINION 

In the above entitled application the re~uest was ~de 
to the Railroad Commission tor' ~ order author1zing the transter 
or the stock and properties or The Mar.;sville Water Coml)allY' to 

Ca11tor.nia Water Service Company, and the issue by the latter or 
$289,000.00 ot its first mortgage bonds, $96,400.00 o~ itz pre-

ferred stock and $95,400.00 or its oo~n stock. 
WAon the proceedine originally c~e up tor hearing, 

on February 5, 1930, no valuations had been ~re~ared in ~pport 

ot the request and the matter was continued zo as to ~er.m1t the 

study ot the cost e:nd/or value 0'1: the properties to be transterred. 

A preli=1:ary order was ~ade folloWing the or1g1nel hear1ng, Decis-

ion No. 22131, dated Februal"Y' 15, 1930, permitting, among other 
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things, the transfer 0-: t:!le p:-opert1es to Cel11'orn1a Water Service 

Company and. the issue or ~p150, 000 .00 of 'bonds and. $50,000 .• 00 ot 

CO=O:::1 stock. 

A turther hear1=S was hel~ on ~ch 19, 1930~ engineering 

stud.ic~ ~ere introduced into the record a:d the matter was sub-

~itted tor final determination. 

Estimates 01' the reproduction cost, the reproduct1on cost 

less depreciation and the original cost ot the ~ro:pert1es ot ~e 

Marysville Water Company were :made tor c,pp11cants 'by The Loveland 

EIlgineers, Inc. In addition, en estimate 0: the historical cost, 

new, and depreciated,was mad.e b7 L. E. TorreY, of the Co~szion's 

Engineering Department. The report 01' The Loveland Engineers, Inc. 

wa~ submitted as Exhibit No.2 and that of !~. Torrey as Exhibit No.Z. 

As stated on numerous occasiOns, our policy in proceedingS 

of this na.ture has been to use as a basis tor our order authorizing 

the issue of securities, the original or historieel costs o~ the 

properties, including lands at ~rcsent vnlue, less the esti~ted 

a.ccrued de~reciation. Here we have two estimates as tollows:-

: ':rb.e .r..ovela:ld : 
I~EM : En~1neers,Inc.::t.E.TorreI 

Ltu'\TDS A .. i'lTl) PlitSICAL :pj;\oP?:.:'<'.2r:::s: 
Landed capital. .. .. .. • ... :$ 75,250.00 

Sl,026.00 
5,500.00 

44,347.00 
38,339.00 

680.00 

Bu11dingz,ztructures and grounds: 
Intake and suction mains ....... : 
\1ells . . . . . . . . . . . 
~ping e~uipment .. .. .. • .. .. 
Purification system .. .. • .. .. 
TranSmission mains .. .. .. .. .. .. 
Distribution mains .. .. .. .. .. .. 
Distribution tanks • .. .. .. .. .. 
Services .. .. .. • .. . . . .. 
l!cters .. .. .. • • .. • .. .. • .. .. 
General equipment .. .. .. .. .. .. 
Mo.terials and sup:plies .. .. .. .. 

Total ......... .. 
~~k~GIBLE CAPITAL: 

organization ex~ense .. .. .. .. .. 
Cost of'acquiring lands ........ 
. iJater rights .. .. .. .. .. .. .. .. .. 
Goins concern • • .,.. .. .. • .. 
Franchise and oper~.ting rights 

Total •••••••••• 
Total all elements •••••• 
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.. .. .. .. .. .. 
: Z,300.00 
: 13Q,28l.00 
: 15,500.00 
: 53,76'5.00 
: 9,l96.00 
: 7,500.00 
: 8.356.00 
:X4:89,04~.6b 

:$ 5,000 .• 00 
: 4,l39.0~ 
: l,OOO.OO 
: 45,000·.00 
: 1,500.00 

=2t>45,682".60 

:$ 71,700.00 
: 77,546.00 
: 5,500 .. 00 
: 38,543.00 
: 38,796.00 
: 680.00 
: 3,300.00.-
: l35,5l8.00 
: 15,509.00 
: 47,875.00 
: lO,043.00 
: 6,797.00 
: . '8,356.00 
:$160,26,:,.66 
:$ 2,000.00 · • · · .. .. 
: -
:\1 2,600.06 



The Loveland Engineers, Inc. estimate the :proper reserve 

tor accrued depreciation, based upon the six percent s1nkins fund 

method, at ~72,S84.00, and t_ E. Torre7 at ~9,906.00 • 

.b. comparison or the two; est1mate::r.,1nd.1cates that 0-: tlle ,,-

difference of $26,778.00 between the values ascigned to lands and 

physical properties, substantinlly all is accounted tor b7 dit~er

e:c.ces in services, The Loveland Enginee~$, Inc. placing a value for 

this class, or property at ;~63,7()5.00 and L. E. Torrey at $47,875.00. 

From a review ot the oral te$ti~ony in support of tho appraisal it 

appe~rs to us that I~. Torrey io low in his histo~ieal cost ostimate 

or cervices and th~t Tho Loveland Engineers, Inc., on the other band 

are hish in the veJ.ues assigned to them to lands. Further, we d.o 

not agree With the allowances made tor intangible capital. In ou= 

opinion $5,000.00 is a reasonable sum to include tor 1ntaneib1e ite:3 

for the purpose of this proceed~. 

In addition to the foregoing items, it eppears trom the 

record that net curre~t assets of $3,671.29 will be tr~sterred to 

the purchaser. Considering 0.11 these iteI:lS it appe:u-s to us that 

tor this proceeding the zum of $421,530.00 is a reasonable basis to 

be used in asce~te1ning the 3mount of securities to be pe~1tted to 

'be issued by Cali~orn1e. (rOoter Service Co~pa~. 

ter.m1ned as tollows:-

T".a.is sum was de-

. 
?hyzical :properties, as shown in Exhioit ,-2 
lands, as ::b.ovm in Exhibit 3 • • .'. • .• 

Total .... ,.. - ~ ~ .......... ., .• ' 
~qS: Accrued depreciation .' •• ~ •• 

Balance •••••••••••••• 
l.DD: Allowance for intane1 "ole.s • ~ - • -

1 Net current assetz • • • . . • . . • 
Total •• -~ •••• -.- •••• -
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It appears to U~, theretore~ reasonable to authorize 

California ~ater Service Company in ccquir1ng the ~ropert1es or 

The ~~ville TIater.Company to issue and sell $275,000.00 ot bonds 

~~ not less then 92 pe~cent of fcce value, $es~200.00 ot preferred 

stock at not less than $91.00 So share, and ~Se,300.00 ot cOmQon 

stock ~t not less t~an par. The ~reliminari order· having ~er-

:i tte~ the issue of ~a50, 000.00 of bond~ ana. ;;50,000.00 of co:nnon 

stock, this order 7dll authorize the issue or ~125,OOO.OO'of bonds, 

$8S,200.00 of prctcrred stock and CZ8,ZOO.00 of common stock~ 

FIRST SUPP:i:.ZMENT:':L ORDER 

A further hearing in the above entitled ~atter having 

been held before E~1ner Fankhauser and the Commiscion boing 0: 
the opinion that the issue of additional stock and bonds, 0$ herein 

set ~orth, is reasonably re~u1red by Calitorni3 Water Service Com-

pany tor the purpose ot acquiring and paying tor the stock and pro-

perties of The :-tal"'Jsv1l1e rrater CompanY', end that the expenditures 

for such purpose are not in whole or in part reasonably chargeable 

to operating expense or to inco~o, 
IT IS uzr~EY O?~ERED that California r.ator Service Com-

pany oe, and it hereby is, authorized to issue and sell, in addition 

to the stock and bonds heretorore authorized by Decision Uo. 22131, 

dated Fe'bruCtry 15, 1930, $125,000.00 or its first mortgage tive per 

cent bonds at not less than 92 percent or race value plus o.cc~ed 

1~t0~CSt, ~8e,200.00 ot proferred stock et not less than 91 percent 

oi':.~ ts .. par,. valuer, end $38,300.00 of co:::nmon stock at not less then 

:9:ll', to": the purpose or paying tor the stock aILd pl'Opert1es ot The 

Marysville ~ater Compcny. 
',. 



·The euthority herein granted is subject to the following 

cond1 t ions:-

1. If California ~ater Service Co:pany pays tor the ztock and 

,roperties ot The Marysville TIc.ter Com~e.n:r :nora tb.c.U ~~21~530.00, it 

~ust charge such excess to a suspense account and amortize the same 
by' cha:ges to its surplus account within five ye~s tro~ the date o! 

this order, or charge such excess at once to 1ts surplus account. 

2. Applicant shall kee~ zuch record of the 1ssue and sale 
au tho nzed 

of the stock and bonds herein/and or the disposition or the proceeds 

as will enable it to :L11e, on or betore the 25th d!lY or each ::nonth, 

a ver1f1ed report, as re~1red by the Com=1ssion's Generdl Order No. 

24, wh1 c:!l order, in so tar as 0. pp 11 cable, is made a. vart ot thi s order. 

3. The author1 ty herein s::-anted to issue stock will Oeco::l.e 

etrective upon tho date hcreo!. The authority granted to issue bonds 
I 

Will bec~e ettect1ve wnen app11~t has paid the tee ~rescribed by 

Section 571. or the Publi c Utili ties .ict, which tee is One Hundred end 
as~,/~;)~Jollers. . . 

IT IS EEPSBY FU?T~ ORDERED that tbe applic~t1on insofar 

as it involves the issue of (;14,000.00 of bonds., ;}S,200.00 ot pre-

~erred stock an~ $8,100.00 of co~on stock, be, and it hereby, is 

denied Without ~rejudice. 

DAT.ED at San FrancisCO, California, th1s ~da1 ot 

.. \:pril, 1930. 
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CO:tl:l1ss1oners. 


