
Decision No. 

BEF02:E TEZ ?.AII.ROAD COMMISSION OF THE STATE OF C.t:..L:IFOR..T\TIA 

In the ~!.atter of the A,plication of ) 
CV\AR ~'G ?AP.K :'!ATZR Cm(2AJ:..TY ) 

to purchase, and of Los .<\ngeles ) 
1~or'tgage Underwri tere to sell, a ) 
public utility domestic water system, ) 
end for an order authorizing the ) 

Application No. 20869 

issuance by Clear !.ake Parle 1-'later ) 
Company of its note, mortgage and ) 
shares 01' stock. ) 

Ja.."O.es M. O'Brien, for e.pplicents. 

BY 1m! cm~USSI ON: ., 

OPINION 

This is an application for an order ot the Railroad Com-

!:lissio.:::. authorizing Los Angeles Uorteaee O'nd.erwri ters) Inc. to sell 

and convey Ii small public utility water plant, known as the Austi:c. 

System, to Clear Lake Park ~'Iater Company, a corporation, and author-

izing Clear Lake Park ~:iater Company to execute 0. mortgage, to issue e. 

promissory note in tho prine ipal amount ot: :~~4, 000. and to issue 244 

cheres of its common oapital stock of the aggregate par value of 
C2J:i:,400. 

Clear !.ake Park V'later Company is e. corporation orge.nized 

under the laws of the State of California on or about August 7,19Z5 

" .. ritb. an authorized capital stock of 250 she.res of the aggregate par 

value ,ot $25,000., all COr.mOll. It is reei ted in the el.l)plication that 

mission it ac~uir0d from Clear lake Park Club a domestic water system 

locatccl in and in the vicinity ot Clear Lake Park 1 Lake County, under 

an agre:'e:nent ca.lling fo::- a purchase payment or ~~22,4Z7., payablCl in 

the e.~ou.nt ot ~~Z7. 5.n cash end ~~22,400. in stock. 
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Iro d~te such stock has not been issued. In the meantime the 
Commission, by Decision No. 28476, dated December 30, 1935, upon a 

co~p1aint m~de by consuccl'S and an investigation on the Conmission's 

ovm motion, Cases Nos. 4003 and 4022, :round that the company was oper-

atin~ as a public utility and ~irected it to file rates, rules and 

regulat,ions covering its senic e of we. ter. .iccordingly the company 

now comes before this Commission for the necessary authority to issue 

i tz stock to complete the payment of the water system it now owns and 
opere.tes. 

In support of the request to issue stock the aompany refers to 

e valu~~ion prepared by the Commi3sion's engineering division in con-

nection with the above ~entioned complaint and investigation ~nerein 

tee hi:storioal cost of the water properties, as of July 1,19:35 was 

.An examination recently made 01' the company's 

cooks (:>1' account by the Commission's Department of Finance and Ac-

counts, in connection with the present proceeding, indicates assets end 

liabil:ities as of October 31, 1936 as 1'0110ws:-

Fixed capital •.••••••••••••• ." ••• ~122,563.07 
O~ganization expense •••••••••• 213.34 
Other int~gible capital ••••••• ___ 155.75 
Cash •••••••.••••••••••••••••••••••••••••••••••• 
Accounts receivabJ.e ............................ 

Total •••••••••• 

Cspital stock-subscribod ••••••.•••••••••••••• 
Service collected in advance ••••••••••••••••• 
.i.~CCO\Ults payable ...•.... ., '* ................... . 
Notes payable •.•••.•••••••••••••.•..••••••••• 
Reserve tor deprec~aticn •••••••••••••••.••••• 
?rofit end loss ..••••••••••••.•••••••••••••••. 

Total •.••....••. 

~;22, 932.16 
82.45 

596.14 

~~22,400.00 
295.75 
306.67 
400.23 
161.81 
46.29 

$23,610.75 

In addition to the water system referred to above, Clee.r 

Lake Perk ~Ha ter Company has been opel'S. ting u.nder e. lease o.rraneement 

authorized by the Commission by Decision No. 29094, dated ":\.l).gust 31, 
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• 
1936, a public utility water system, kno~~ as the Austin System, 

whi(:h is o','/ned by !os ,Angeles ?~ortg8.ge Undcr"J'Jriters, Inc. The 

Aus1~in System i.s contigJ.ous to and connected with the system OVv"D.ed by 

the water company. 

In order to place the two water systems under one ownership 

the water company now has made arrangements to purchase the Austin 

Sys1;em for a price of ::~6,OOO., payable through the issue of: ~~2,OOO. 

of its capital stock ana the issue of a ~4,OOO. Dote due in monthly 
1nstal~ents or $40. or more with interest at the rate or six per 
cent. por annum7 securod by mortgage covering the properties to be thus 

con,.'eyed to it. It has filed a copy of the :proposed mo:r:tgage IlS 

Exhibit C attached to the application herein. 
In ~king the request for the conveyanco ot the Austin System 

and the issue 01' the stock and note in paynv:mt therefor, applicants 

allege that the historical cost of tho properties is $8,307.74. This 

figure is mado up ot' the f'ollowing:-

Historical cost of physical l)rOperties as or 
~,~rcb., 1931, estimated by the Commission's 
engineering department in A,plication No. 
17226 . . . • . • . . . . • . . . . . . . • 

Cost or installing 4-incll me.5.n connecting 
th e two 'l.fIla t e:=- s ys t ems in May and June, 
1936 • • • • • • • • • • • • • • • • • • • 

New meters • • • • . • • • • • • • • • • • • 
?ipe , fittings, etc • • • • • • • • • • • • 

Total ••••••••• 

$6,157.00 

1,S~8.40 
649.32 
163.02 

',"8 '0407 74 ~~ IV • 

It appears that the consolidation of the two systems, as here 

proposed, should result in no change in the service given the public. 

":"Ie believe, however, that Clear 1o.ke Park Water Company in recording 

on its books the purchase of the Austin System should charge to fixed 

capital accounts the reported estimated historical cost thereot, 

plus additions and betterments, namely $8,307.74) and should credit 

to its reserve :~or depreciation the difference betweon such figure 

and the per value of' the stock and. note to be issued in payment. 
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Wi~ the purchase of the properties recorded in this m~ner 

"v'le will authorize the issue of the $24,400. of stock and the ;~4,OOO. 

note as requested. 

ORDER 

Application having been made to the Railroad Commission tor 

en ,order fluthorizine the transfer of properties ,911d. the issue ot 

:~2~,400. of stock and the execution of a mortgag\;) end note for ~4,000., 

and the Commission being of the opinion that this is not a matter in 

wb.i(~h a public hoaring is necezsary, that the application should be 

srrulted, as herein provided, that the money, property or labor to be 

pro<:ured or paid tor through the issue of such stock e.nd note :1:s 

reasonably required for the purposes specified herein, and that the 

expenditures for such purposes are not, in whole or in part, reasonably 

cha~~gea ble to operating expenses or to income, 

!T IS E:SREEY ORDE.'PJID as follows:-

1. Los l~geles Mortgage Under"nriters, Inc. may, on or betore 

FebJ:-uary 28, 1937, sell and convey to Cleer Lake Park Water Com.pany 

the public utility water properties referred to in the prdceding 

opi:nion as the .. ~ .. ustin System. .. 

2. Clear Lclce Park 'Hater Company my, on or betore February 28, 

19Z~', issue in payt:lent for the properties herein a'uthorized. to be sold 

and conv~yed to it, 20 sh~res of its common capital stock of the aggre-

ge. tEl par value of \~2) 000. and its promissory noto in the principal 

~~ou~t of ;4,000. payable in monthly installments of $40. or more 

i.'litl:, interest at the rate of six per cent. per annum. 

:3. Clear Lake Park "/-Tater Company may, on or before February 28, 

1937, executo ~ Mortgage to secure the payment of said ~4,OOO. note, 

said mortgage to be in or substantially in the same form as thet tiled 

as Exhibit C in this roatter, provided that the authority herein given 
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is l'olt' the purpose of this proceeding only, and is granted only insofar 

as this Commission has jurisdiction under the terms ot the Public Utili-

ties Act and is not intended e.s an approval of said mortgase as to such 

other legal re~uirements to which it may be subject. 

4. Clear Lake Park "f'later Company may, on or before Februnry 28, 

1937, issue 224 sbares of its co~on capital stock of the aggregate par 
value ot $22,400. to complete its payment of the water :::ystem heretofore 

acq,uir,ed by it froe. Clear Lnke Park Club and referrod to in the preceding 

opinioll. 

~;. The authority herein granted to sell and convey properties 

and to issue stock shall becomo effective upon the d~t0 hereof, while 

the aut.b.ority granted to execute a mortgage and to issue a note shall 

becorle ,effoctive when Clear I.e.l{e Park Water Company has paid the minimum 

fee pre~)cribed by Section 57 of the Public TJtilities' Act, which ree is 

i:'wentY-:f'ive (t:~25 .. ) Dollars. 

6. The authority herein granted is subject to the follovdng 

cOllditions:-

a. The consideration paid or to bG paid ror the water systems 
the 

referred to in this matter, and the amount of/stock 

and the note to be is sued, shall nc)t horeafter 'be urged 

betore this Commission ~s a measure of value of said 

systems for t~e purpose of fixing rates. 

b.' Clear Lake Park ~;';ater Company in recording on its books the 

purchase of the Austin System shall charge to fixed 

capital accounts the estimated historical cost thereof, 

as indicated in the preceding opinion, plus subsequent 
additions and botterments, and shall credit to the 

reserve for dCl'reciat1.on the d.ifference between such 

historical cost plus a~ditions and betterments, on the 

one hand, and the par value of the stock and note issued 
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in payment thereo~, on the othor hand. 

c. Cl€iar Lake Park ;;Jatel' Company shall keep such record. or the 
issue of the stock ~nd note herein authorizod as ~l~ 

onable it to filE> within thirt.y(~O) days after zucb. issue 

a verified report, as re~uired by the Commission's General 
ore-or No. 24-..1., which ordor incotar as o.pp11ca'ble, is 

made a part of this ordor. 

d. Clear L9.ke ?ark ~,'rater Company within thirty(30) days atter 

acc;,uiring tho Aus'cin Systec. shall file with the Commission 

~ certified copy of the deed, or deeds, of conveyance and 
~ certified copy of the mortgage executed to secure the 

po.y.m.cnt of the ;~4,OOO. Dote herein e.uthorizeo. to be issued. 

DATED ~t San Francisco, California, this ~~ay or 

~~J-t4'-, 1936. 

~/~.~ 
f 

Commissioner~. 


