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Decision No. <ol

BEFORI THE RAIILRQAD COMMISSION OF THZ STATE OF CALIFORNIA

In the Matter of the Application of
CLZAR LAKE PARK VATER CQMPANY
%o purchase, and of Los Angeles
Mortgage Underwriters to sell, a
public utility domestic water system,
end for en order authorizing the
lssuance by Clear Lake Park Weter
Company of ilts note, mortgege and
shares of stock.

Application No. 20869

e e el N M e e S

James M, O'Brien, for applicents. ~C’L§”ff;Jf?f
BY THS COMMISSION: —

Q 2PINION

This 1s an spplication for an order of the Reilroad Com-
nisslon authorizing los Angeles Mortgage Underwriters, Inc. to sell
eand convey & small public utility water plant, known &s the Austin
System, to Clear Lake Park Veter Compeny, a corporation, and suthor-
lzing Clear Lake Park Water Company to execute a nortgege, to issue a
promiszsory note in the principal amount of $4,000. snd to issue 244
ghares of its cormon cepitel stock of the aggrcgate par value of
524,400

Clear Leke Park Weter Company is e corporation orgenized

under the laws of the State of Celifornia on or abdout August 7,1935
wilh an suthorized capital stock of 250 shares of the aggregate par
velue of $25,000., =il comon. It its recited in the spplication that
Arior to vhe time the company came under the Jurisdiction of the Come-
rission it acguired Irom Clear Lake Park Club a domestic water system
located in and im the vicinity of Cleer Lake Park, Lake County, undexr
an agreement c¢slling for a purchase payment of $22,427., payable in

the smount of $37. in cash and $22,400. in stocke.
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To date suck stock has not been issued. In the meantime the
Commisslon, by Decision No. 28476, dated December 30, 1935, upon a
complaint made by consumers and an invesiigation on the Commission's
own motion, Cases Nos. 4003 and 4022, found that the company was oper-
eting a5 a pudblic utility and directed it to file rates, rules and
regulations covering its service of water. Accordingly the company
ndow comes before this Commission for the necessary authority to issue
its stock to complete the payment of the water system it now owns and
operates.

In support of the request to issue stock the aompany refers to
e veluation prepared Dy the Commission’s engineering division in con-
necvlon with the above mentiomed complaint and investigation wherein
tre historical cost of the water properties, as of July 1,1935 was
estimated at 22,437, An exemination recently made of the compeny's
booKs of account by the Commission's Depertment of Finance and Ace—
counts, in comnection with the present proceeding, indicetes assets end
liabilities as of October 31, 1936 as follows:=-
ASSETS
Fixed CoPItALl vrevencencesccanee.B22,565,07
Organization eXpensd s.evesases 213.%4
ther intangidle capltel +...... ___155.75 $22,932.16

C&Sh. L R R R R R N N R N R N T T R IR 82-45
ACCOU.II"GS I'Gcei"'&ble s s nesanees EE N R R 596014

Total cevveeee.. $23,610,75

LIASILITTES

Capital 3L0CK-SUDSCETIVOA vevveecccseccnvcconan $22,400.00
Service collected in adVENCE seccevevccorences 295.75
ACCOUNTS PAYEDLE tivecccvecccnconsnscccovoases 306.67
Notes PAYeble weeecveevesscnsssonncacsscnnnnes 400.23
Reserve Lor depreciation veecessvrncans 161.81
PI‘Ofi't and lOSS LIS BE N B S N N BN R R R R R IR R NN R RN Ny 46.29
TOtaleseeannveee B28,6100

In addivion to the water system referred to above, Cleaxr

Laeke Perk Water Company has becn operating under a lease arrangement

authorized by the Commiszsion by Decision Neo. 29094, dated August 31,
o




1936, a public utility weter system, known as the Austin System,
which is owned by los Angeles Mortgage Underwriters, Inc. The
Austin System is contiguous to and comnected with the system owned by
the water compeny. |

In order to place the two water systems under one ownership
The water company now has made arrengements to purchase the Austin

System for a price of {;6,000., payable’through the issue of $2,000.

of 1ts capitel stock and the issue of a $4,000. note due in monthly
installments of $40. or more with ilnterest &t the rate of siX per

cont . por annum, secured by mortgage covering the properties to be thus
conveved to it. It has filed a copy of the proposed morteage as
Zxhibit C attached t¢o the avplication herein.

In meking the reQuest for thé conveyanco Of tho Austin System

aud the lssue of the stock and note in payment therefor, epplicants

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

figure is made up of thoe Lollowinmg:-

Historical cost of physicel properties as of

Mareh, 1931, estimated by tho Commission's

engineering depariment in LApplication No. ,

L7226 o« b e e e e e s s e e e e e e s $6,187.00
Cost of lnstalling 4-inch nmain connecting

the two water systems in Mey and June,

1936 o 4 o 6 5 o o s s 4 e e e s s e e 1,33%8.40
Now INETOTS ¢ ¢ o o = = o o o o o o o o s o o 649.32
Pipe, TILLINES, €UC o o ¢ ¢ ¢ o o o o o o 163.02

Tot&lw--.---.- Sﬂ’g,ba:.:é

It appears that the comsolidation of the two systems, as here
oroposed, should result in no chemge in the service given the publice.
e believe, however, that Clear Lake Park Weter Compary in recording
on its books the purchase of the Austin System should charge to fixed
capital accounts the reported estimated historical cost thereof,
plus additions and vetterments, namely $8,307.74, and should credit
to its reserve ITor depreciation the difference betweon such figure

end the per value of the stock and note to be issued in peyment.




With the purchase of the properties recorded in this menner
we will authorize the issue of the $24,400. of stock and the $4,000.

rote as requested.
ORDIEIR

Application having Leen mede 10 the Raillroad Commission for
an order authorizing the transfer of properties and the issue of
$24,400. of stock and the execution of a mortgage end note for $4,000.,
and the Commission belng of the opinion that this is not a matter in
which a public hearing 1s necessery, thet the application should be
grented, as herein provided, that the money, property or labor to de
procured or paid for through the issue of such stock and note is
reasonably required for the purposes specified herein, and that the
expenditures for such purposes ere not, in whole or in part, reasonably
chargeable to operating expenses or to income,

IT IS HEREBY ORDERED as follows:-

1. Los Angeles Mortgage Underwriters, Inc. may, on or before
February 28, 1937, sell and convey to Clear Lake Park Water Company
the public utility water properties referred to in the pra#eding
opinion as the fustin System.

2. Clear Leke Park Weter Compeny may, on or before February 28,
1937, lssue in payment for the properties herelin authoriéed to be sold
ané conveyed to it, 20 shares of its common capital stock of the aggre-
gate par value of $2,000. and its promissory note in the principal
amount of 44,000. payable in monthly installments of $40. or more
witk interest at the rate of six per cent. per annum,

e Clear Lake Park Water Compeny may, on or before February 28,
19%7, oxecuto a mortgage to securc the paymeant Of sald $4,600. note,

said mortgage to de in or substentially in the samc form as thet filed

as Zxaibit C in +this matter, provided that the authority herein given
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is for the purpose of this proceeding only, and is grantéd only insofaxr
as thls Commission has jurisdiction under the terms of thé Publiec Utili-
ties Act and 1s not intended as an approval of said moxrtgage as to such
other legel reguirements to which it may be subject.

4. Clear Laxe Park ¥Water Company may, on or defore Feoruary 28,
1937, issue 224 shares of its comzon cepital stock of the aggregate par
velue of $22,400. %o complete its payment of the water cystem heretofore
acquired by it from Clear Lake Park Clud and referred to im the preceding
opinion.

. Je  The authority herein granted to sell and convey properties
and o issue stock shall become effective upon the date hefeor, while
toe authority granted 4o execute a mortgege and to issue a note shall
become effective when Clear Lake Park Water Company has paid the minimum
fee prescribed by Section 57 of the Public Utilities Act, which fee is
Twenty-five ($25.) Dollars.

6. The euthority hereln granted 1s subject to the following
conditions:-
a.  The consideration paid or to be paid for the water systems
referred t¢0 in this matter, and the amount ogﬁgtock
and the note to be lssued, shall not hereafter be urged
vefore this Commission as a measure of value of said
systems for the purpose of fixing retes.
b Clea#.Lake Park Water Company in recording om its books the
“purchase of the Austin System shall charge to fixed
capital accounts the estimeted historliecal cost thereof,
‘és indicated in the preceding opiniom, plus subsequent
additions and botterments, and shall credit to the
reserve for depreclation the difference between such
historical cost plus sdditions and betlterments, on the

onc aand, apd the par value of the stock and note issued
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in payment thereof, on the othor hand.

c. Clear Leke Park Water Compeny shall keep such record of the
issue of the stock and note herein authorizod as will
onable it to Tile within thirty(30) days after such lssue
o verified report, as required by the Commission's General
Order No. 24-4, which order insofar as eppllicable, is
made @ part of this ordor.

d. Clear Lake Perk ater Company within thirty(30) days after
acquiring the Austin System shall file with the Commission
2 certificd copy of the decd, or deeds, of conveyance and

e certified copy of the mortgage executed to secure the

payment of the 34,000. note herein suthorized to be issued.
DADED st Sen Francisco, California, this 2 Gay of
Tpttcecdell , 1936.
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Commissioners.




