Decision No. 22284

BEFORT THZ RAILROAD COMMISSION OF THE STATE OT CALIFORNIA

In the Matter of the Application of
CALIFORNI. VATER SERVICE COMPANY,

e corporation, Tor order authorizing
ssue of bonds and stock and mortgege

of certain public utility properties,
and, Jointly with The Marysville Tater
Company and Raymond Zeeny, for order
authorizing saie and purchase of cer-
tain public utility securities and
properties.

Lpplication No. 16226

McCutchen, Olney, lannon and Greene,
by Jemes D. Adems and Eenry D. Costigan,
for applicants.

3Y TR COMMISSION:

FTIRST SUPPLEMENTAL OPINION

In the mbove entitled application the reguest was made
to the Reilrosd Commission for an order authorizing the trenmsfer
of the stock and properties of The Narysville Water Company <o
Celifomie Water Service Company, and the lssue by the latter of
£269,000.00 of its first mortgege bonds, $96,400.00 of itz pre-
rerred stock and £96,400.00 of its common stocke.

Then +the proceeding originally ceme up for hearing,
on February 5, 1930, no veluations had been prepared in suppor? -
of the request and the matter was continued so as o permit the
study of the cost emd/or value of the properties to be transferred.

A prelimirary order was mede following the originel hearing, Decis-

10n No. 22131, dated February 15, 1930, permitting, among other




“hings, the trensfer or'the é:oPerties t0 California Water Service
Company and the issue of $150,000.00 of bonds amd $50,000.00 of
comzon stocke.

A Turther hearins was held on March 19, 1930, engineering
studics were introduced into the record and the natter was subdb-
nitted Tor rinél determination.

Estimates of the reproduction cost, the reproduction cost
less depreciation and the origimal cost of the prOpertiea of The
Yarysville Weter Company were made for applicants by The Loveland
Zpgineers, Inc. In a&dition, an estimate of the historical cost,
new, and depreciated,wes made by L. E. Torrey, oF the Commiscion's
Ingineering Depextment. The report of The Loveland Engincers, Inc.
was submitted as Exhibit No. 2 and that of Mr. Torrey as Exhibit ﬂb.s.

| As stated on numerous occasions, our pollicy in proceedings
of this nature kas been T0 use as a basis for our order auwthorizing
the 1ssuc of securities, the original or historical costs of the
properties, 1n¢luding lands at present value, less the estimated

accerued depreciation. Here we have two estimates as follows:-

: ‘[he Loveland
: Engineers,Inc.::L.E.Torrey

& 71,700.00
77, 546400
5,500.00
38, 543.00
38, 798.00
630 .00
3,300.00
135, 618.00
15,509.00
47,875.00
10, 04% .00
6,797 .00
8. 356.00
$460,265,00

2,000.00

ITEM

LANDS AND PHYSICAL PrROPEXIIRS:
Landed capital . . . . . .
Buildinge,structures and ground
Intake snd suction mafins . . .
Mells ¢ o v o 4 6 o o o &
Domping equipment o . . .
Purification systen
Trancsmission mains .
Distridvuvion meins .
Distridution tenks .

?5,250.00
81, 026.00
5,500.00
44, 347 .00
38, 339 .00
680.00
%,300.00
136,281.00
15,500.00
63, 766.00
9,198.00
7,500.00
8.356.00
$489, 043 .00

5, 000..00
4,139 .00

v
<

a8 5P 3% a4V

Services . =« . o+ .
Heters « o« -2 o o .
General eguipment . . . . . .
Materials and supplies . . . .
. Tot&loun-o-o---
INTANGIBLE CAPITAL: - :
O*Qaniza ion expense . . . . .
Cost of acquiring lands . . .
Water rights 1,000.00
GOLng CONCETT o o o .o « » o o 45,000.00
Frenchise and operating rights :__ 1,500.00
Totaleeenccecans 2] bGJGSQ-W
Total all elementSevsesa 5545, 682.00
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The Loveland Engineers, Inc. estimete the proper reserve
Tor acc;ued depreciation, based upon the six percent sinking fund
method, at $72,884.00, and L. Z. Torrey ot $89,906.00.

A comparison Of the tTwo. estimates:.indicates that ol the -
difference of $28,772.00 between the values ascigned to lands and
phaysical properties, substentially all 1is accounted for by differ-
ences in services, The Loveland Engineers, Inc. placing a2 walue roé
this class of property at $63,766.00 and L. E. Torrey at 47,875.00.
Trom e review of the oral testinony in support of the appraizal it
appoears to us thet Mr. Torrey is low in his historical cost cstimate
of services end that The Loveland Engincers, InC., on the other hand
are high,in'the velues ascigned to them to lands. Further, we 4o
20t agree with the allowances made for intangible capital. In ouxr
opinion $5,000.00 is & reasonable sum to include for intangidle items:
Tor the purpose of this proceeding.

In addition %o tﬁe rToregoing items, it eppears from the
vrecord that net current assets of $3,671.20 will de transferred to
the purchaser. Comsidering 21l these items 1% appears to us that
for this proceeding thé sum of $421,5%0.00 is ‘a reasonable basis %o
be used irn ascerteining the amount of sccur;ties to be permitted to
be Lssued by Cali’o*nia viater Service Compeny. Tais sum wos de-

termined as follow

Phycicel properties, as men in Exhibit 2 414,043,
Lands, as chown in IExhidit 3 . . .. . . 71,700.
-. d d ;Ot&l.-..-_--........... 1'&485“ 72,23\20
IZSS: Accrue ecpreciation . . - . . . -
. DaloNCe ccececcscranas '.,AId’ £59.
ADD: Allowance for intengidles . . . . . 5 000.
' . Net current asSets .« .+ « o o o o o . % 671

Total---...-. :’é’ ﬁiabw.




It appears to us, therefore, reasonable 0 authorize
California Tater Service Company in acquiring *the properties of
Tac Marysville Vater Compeny to issue and sell $275,000.00 of bvonds
‘at. not less then 92 percent of face velue, $88,200.00 of preferred
ztock at not less than $91.00 a share, and $28,300.00 of common
stock &t 1ot less then per. The preliminari ordexr having per- |
sitted the issue of $150,000.00 of bonds and $50,000.00 of common
stock, this order will suthorize the issuc of $125,000.00 of bonds,

$22,200.00 of preferred stock and $28,300.00 of common stock.

FIRST SUPPLIVENT.AL ORDIER

A further hearing in the above entitled matter having

weern held before Exeniner Fankheouser and the Commission being of

the opinion that the issue of additional syock and bdonds, as nerein
cet forth, is recaconebly reguired by Calif ornia Water'Serfice Com~
papy for the purpose of ecquiring and paying for the stock and pro-
verties of The Marysville Vater Company, snd that the expenditures
for such purpese are not in whole or in part reasonadbly chaigeable
to operating expense or 10 Iincome,

IT IS HERERY ORDEIRED thet California Vater Service Com-
pany‘be, and 1t heredy is, authorized to issue and seoll, in addition
%0 the stock and bonds heretofore authorized by Decision No. 22131,
dated February 15, 1930, $125,000.00 of 1ts first mortgage five pex
cent bonds at not less than 92 percent of face value plus accxued
inverest, $88,200.00 of proferred stock £t not less than 91 percemt
of:.4%s per. value, end $38,300.00 of common stock at not less them
gor, foT the purpose of payimg for the stock and properties of The

Verysville Vater Companye.




The euthority herein granted is subject to the following

conditions:~

l. If California Water Service Company peys for the ctock and
sroperties of The Mazysville Teter Compeny more then $421,530.00, 1t
must charge such excess To a suspernse account and amortize the same
by charges to0 its surplus account within Irive yeers from the daxé o7
tais order, or chearge such excess at once 1o its surplus account.

2. Applicent shall keep cuck record of the izsue and szzale

authorized

of the stock and bonds nerein/and of the disposition of the proceeds
as will enadle 1t to file, on or before the 25th day of each nonth,

a verified report, as recuired by the Commission's Genercl Order No.
24, which oxder, insofar as applicable, is made 2 part of this order.
3. The authority nerein granted 40 issue stock will become
elfective upoz the date hereof. The suthority graunted to issue donds
will become effective wneﬁ applicant has pald the fee prescrided by
Section 57,0f the Public Utilities Lct, which fee Is One Hundred and

Yigey i C1 25 22)

e ee ) Dollers.

IT IS EEREZY FURTZZX ORDERED thet the epplicetion insofar
2s 1t involves the issue of $14,000.00 of donds, $8,200.00 of pre~
rerred stock ané £2,100.00 of common stock, bYe, and 1t heredy, is
denied without prejudice.

DATED at Sam Fremcisco, Californie, this L. day of
April, 1930.
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Commissioners.




