Decision No.

BEMORE THE RAIIROAD COMMISSION OF THE STATE 0F CALIFORNIA

In the Matter of the Application of
CALIFORNIA WATER SERVICE COMPANY,
g corporetion, for (1) Order author-
izing acouisition of stocks and dbonds
of certein pudlic utilivies. (2)
Jointly with Pacific Water Company, &
corporetion, San Carlos Water Company,
e corporetion, and Los Altos Water Co.,
e ocorporetion, for order awnthorizing
purchase and sale of certain public
utllity properties. (3) Order author-
1zing mortgage of pudblic utility proper-
ties. (4) Order suthorizing issue and
sale of honds and stock.

Application Xo. 17509
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McCutchen, Olney, Mannon & Greexne,
Tor applicants.

BY THE COMMISSION:

In the above entitled matter the Railroeld Commission
is easked %0 enter its order euthorizing:

1. Californie Water Service Company vo acquire the
outstanding stock and bhonds of Pacific Water Company, San Caxlos
Water Compaxy aud Los Altos Water Co.

2. Pacific Veter Compeny, San Carlos Water Company
ené Los Altos Water Co. to sell and transfer their dusinesses, proper-
ties and freanchises to California Water Sexrvice Compaxy.

S. Pacific Water Company, San Carlos Water Company
end Los Altos Water Co. %0 discontinume their pudlic utility oporations
upon the transfer of their properties.

4. California Veter Sexvice Company to execute and
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deliver a supplemental indenture mortgaging the properties to be ac-
quired by 1%, and sudjecting the same to the lien of its trust in-
denture dated July 1, 1928.

5. Celifornla Water Service Compeany 0 issue and sell
£141,000.00 o2 1ts Tirst mortgege five percent donds, $47,000.00 of
its six percent preferred stock and $47,000.00 of its common stock o
finence 1n part the cost of seld properties.

e applicetion shows that Californie Water Service
Company is a corporation orgenized under the laws of the State of
Califoraie znd engaged in the pudlic utility wabter dusiness in numer-
ous mmicipalities and other locslities within the state. Trom time
to time, since its orgenization in 1926, it has esoguired, by purchase,
the properties of other water companies. It now desires to add to
its properties through the ecquisition of the properties of Paciflc
Water Company, opereting in end sdbout South Sam Francisco, Senx Mateo
and Eillsdborough, of San Carlos Water Compeny, operating in amd adout

Sea Cexlos, ead of Los Altos Water Co., operating in and about Los

Al%0os. To that end it has mede arrangements to purchase the ot~
ctanding stock of the three ccxpenies and therealfter to canse the
sale and trensfer to 1% of the dusinesses, franchises and properties
of said companies.

In making this epplication for an order permitiing
them %o carry their proposals into effect, applicants Pacific Water
Compeny, San Carlos Tater Coxpeny and Los Altos Water Co. heave Ifiled
Zipancial statements setting forth the assets and liabilities of the
selliing companies, as of Xsy 3L, 1931, as follows:
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It appears that Rgymond Beeny, secretary and treasurer

of Callifornia Water Service Company, has eatered into & contract Zor

the purckhase of all the outstanding stocks and dords of Pecific Water

Compeny, Sen Carlos Water Compeny end Los Altos Water Co. 7The respec-

tive pear valuesof the outstmnding capital stocks and donds of each of

the companies covered dy the contrect are as follows:

Pacific Weter Company.....2550,700.00 common stock
axd £800,000.00 of. 5-1/2 percent donls due
May 1, 1957

San Carios Water Company..$3L,400.00 common stock
Los AL103s Water COueensaaa5100,000.00 common stock
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It is reported that the amomnt of the pﬁrch&se price to be paid by
sald Raynond Beeny for sald stocks and bonds cennot &t present be
determinedld bdeczuse the seid contract for such purchase makes such
price dejpendent uwpon tihe amount wWhereby currert liedilities of sald
Pacific Water Company, Sen Cerlos Water Company and Los Altos Water
Co. exceeld current sssets of said companies at the date of the con~
smxmation oL seld purchase. It is also provided in such contract
that the liabilities of said PaciZic Water Coxpeny, San Carlos Water
Compeny end/oxr Los Altos Water Co. ir the totsl emount of £$380,323.95,
rTepresenting intercompeny indedbtedness bdetween sald companies and ovher
coxpenies at present affiliated with the same, shall de cancelled at
the date of the clozing. Reaymond Beeny proposes upon acquiring the

said stocks and bonds % rosell the seme immediately %o applicant
California Water Sexrvice Company at =& for the cost %0 hin, incluéing
the price paid by him under selid contract and cos3%s and expenses in
connection .with the meking of =zalld contract, examinetion of saild
propertios‘ and the acquisition of seid stocks and donds. Applicent
Caelifornia Water Service Company desires to purchase and asquire tre

seid stocks and donds from saild Reymond Beeny at and for the said cos?t
to hinm. |

After the acquisition of said stocks and bonds dy &ap-
pliceant Celifornie Water Sexvice Company, 1t proposes and desires o
purchase and acquire from applicants Pacific Water Compexy, Sen Carlos
Water Company and Los Altos Water Co., which companies propose and
desire to sell and transfer to California Water Service Company the
entire dusinesses, franchises and properties of sald applicents Pacific
Water Company, San Carlos Water Compeny and Los Altos Water Co. free
and clear of liens except the liexr of taxes and assessments and sub=-

ject to current unsecured liabilities, except the intercompany in-

dedtedness to which reference has been made, which intercompeny
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indedbtedrzess shall be cancelled. Concurrently with the purchese,
sele end tramsfer, applicant California Water Servioe Compeny proposes
to surrender the $800,000.00 of bonds of Pacific Water Compeany %o
Crocker First Federal Trust Company, trustee under the indenture se~
curing the peyment of seid bonds, for cancellation dy said trustee,
and proposes %o obtain from sald trustee a reconveyence unlder the
seid trust indenture relessing sald company!s properties and franchises
of Pacizic Water Compeny from the liem of said bonds and of the trust
indenture securing the same.

California Water Service Company thereafter intends
to execute a supplementel trust indenture (Exhidit "C™) for the pur-
pose of swbjecting to the licz and charge of that certein indentore,
Calitornie Tater Service Compaxny +0 American Trust Company aznd
103 Argeles First Nationsl Trust and Savings Bank as trustee, dated
April 1, 1928, ox said freanchises and properties acquired from Pacific
Water Company, Sax Carlos Water Compeny ard Los Altos Water Co. This
we £ind to be in satisfectory form.

Applicents Pacific Water Company, San Carios Water
Company end I.os_ Altos Water Co. upon the sale and tramsfer of their
Tespective properties desire permission %o discontinue the pudlic
utility service whick %they eare now rexdering. This service will be
undertaken and carried on dy Celiforzie Water Service Compeny.

The histoxical cost of the plent and properdyy of the

Pacific Water Coxpeny as of May 3L, 1931 is reported at $1,965,753.00,
of the Los Altos Water Co. at $107,628.70 end of the Sen Cerlos Water
Company at $81,562.83. The eccrued depreciatioz is estimated at
£151,809.27 Zor Pecific Water Compeny, &t $19,679.12 for Leos Al%os
Water Co. and at 310,274.15 for San Carlos TWater Company. These

latter estimates, it sppears, are somewhat less then the oredit

balances in the depreciction reserves of the three companioes as
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reported dy them In thelr 1930 exnusl reports heretofore filed with
the Commissiox.

In conrection with the firancing of the purchase of

the properties of the three companies, California Water Service Come
pany reports that 1t hes availadle $1,885,000.00 of cash obteined
from the sale to the City of Fresno of the water system formerly owned
by 1t in thet city. The excess needed over and abow the 31,685,000.00
it proposes to obtain Zrom the issue of securities and it észcs por~
mission to issue and sell $141,000.00 of first mortgage Live percent
donds, due 2958, &t 90, $47,000.00 of six percent preferred stock at
90 eand $47,000.00 of commor stock at par to meet such excess cost.

We have not completed our imvestigation of the his~
*orical cost and of the acorued depreciation of the properties of
Pacilfic Water Company, San Carlos Weler Coxpany and Los Altos Water
Co. and therefore ars 2ot in & position at this time to pass on
Celifornia Water Service Company's request to0 issue additional stocks
end bonds. Neither have we made & determinatior of the axowm?t which
California Water Service Compeny may charge To0 fixed capitel saccounts
if 1t ecquires the afcresaid proverties. We delieve that the purchesze
ol the stocks and the sale and transfer of the properties referred to
herein may de suthorized now sudject to the tem end provisions of
the order following. The price which California Waver Service Compexy
mey pey for tae stock and/or propertiesz of Pacific Water Company,
San Carlos Water Company end Los Altos Water Co. skall de cherged to
& suspense account and cerried theremnder until such time as the Comw
mission makes e detemi:;ation o the amount the coxpany ey charge to
its fixed capital accountis.




Application having deen made o +the Railroad Commission
as set forth in the preceding opinion, and the Railroad Commission beling
o the opinion that a pudlic hearing at this time is not necessexy and
that it should now enter az oxder authorizing the trausfer of the stock
end properties of Pacific Weter Company, Los Altos Water Co. and
Sen Cerlos Water Compeny to Califcraie Water Service Company, axd
granting other permission a3 set foxrth lhereixm, therefore,

IT IS EEZREBY ORIERED as follows:

1. Californie Water Service Company may ecquire, on or
defore Octoder 31, 1931, the outstanding stocks of Pacific Water Com-
pany, Los Altos Water Co. and San Carlos Water Conpenye.

2e Pacific Water Coxpany, San Cerlos Water Company and
Los Altos Water Co. mey sell and transfer, on or before October 31,
1931, &1l of their dusinesses, franchises and properties to California

Water Service Compeny, and California Water Service Company may pur-
chase suck dDusinesses, franchises and properties, said propexties being
deserided in Exkidbits B-l, B=2 and B-3 respectively filed in this pro=-
coeding.

3. Pacific Water Coxmpeany, Sen Carlos Water Compeny and
Los Altos Water Co. mey discontinue their pudlic utility sexrvices i,

when end as the trensfer of their properties to Califormia Water Servioce

Company bdecomes eoffective.

4. Celifornia Weter Service Company may execute, on
or before Octoher 31, 1931, a supplemental indenture substantially in
the samo form as that filed in this proceeding as Exhidit "C".

5. California Water Service Compeny sbhall charge *heo
price it may pay for the stocks and bonds and/or bdusinesses, Zraachises
znd propexties of Pacific Water Company, San Carlos Water Company and
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Los Altos Water Co. %0 & suspense asccount and shall carry the smount
in suck account until suck time as the Commission has entered a
Zinel order in this matter and determined to what accounts’ sueh price
shall be distriduted.
6. The authority herein granted is subdject to the
following conditions:
(a) Csalifornis Tater Service Compexy shall file
wive the cé:nﬁziss:.on, thin sixty deys after the execution
of deeds conveying to 1t the properties herein authorizeld
T0 be s0ld axd transferred, & copy of each ané every deed
S0 execuied and at the same vime a statement showing the
exact date upon which 1t took possession of the properties
of Pacific Water Company, Sen Carlos Fater Compeny and
Los Altos Water Co. ané commerced 10 o;;;e::-ate'.’cba seze. ~ "
(b) The emthority herein granted to execute a
supplementallindenture is for the purposc of this proceed-
ing only and is granted insofar &s this Commission has
Jurisdiction undeé the terms of the Public Utilities Act,
and is not intended es an epproval of =eid supplemental
indenture as % suck other legal requirements to which it
zay be subject.
(¢) The Coxmission reserves the right to zaoke
suck further order in this prooeceding as it may deem
necessary with reference (2) to vhe issuing of securities
by Califoranie Water Service Company Lor the purpose of
paying iz part for the stocks and bonds end/or businesses,
freachises end properties of Pacific Water Company, San

Carlos Water Company end Los Altos Water Couy. (D} %o tho
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the recording of the transactions referred o herein
ox the books of account of California Water Service
Compeny exné (¢) %o other matters.
DATEZD at Sem Francisco, Celifornfe, this Zi dey
of July, 1931.

Cbears

Commissioners.




