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Decision No. DOl

SEFORE THZ RAILROAD COLXIISSION OF THI STATE OF CALIFORNIA

IN THE VATTER OF TEE APPLICATION @HH@DNAH—

of

TEE EAST EELL LAND COulPANY, Anplication Wo. 26108
& corporation, ‘

and

COAST WATZR COLPANY,
a corporation.

J. F. Glynn, for East Bell Land Conmpony
C. C. Beck, for Coast Water Conpany

3Y THE COMXMISSION:

The Bast Bell Land Comwany is engeged in serving
water o a portion of the comnmunity known as Bell Gordens
located in Los Angeles County, about one mile east of the
City of Bell. The company is also engaged in the real
estate business.

ne East 3ell Land Company, hereinafter sometimes
referred to 25 the Seller, csks permission to sell its

public utility water properties to Ccast Weter Company, a2
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corporation organized by 0. C. Beck and T. A. Beck. They
too are enééged in the real estate business and have sold
©o the Zast 3ell Land Company some of the uroperty which it
subdivided. They have also subdivided some of the yroperty
owned by the Seller.

Tne Commission by Decision No. 28021, dated June
10, 1935, in Application No. 19852, and by Decision No.
30217, dated October 11, 1937, in Application No. 21294,
granted the Seller a certificate of public convenience and
necessity to operate a water systex in the area descrihed
in said decisicns. By Decision No. 28021, the Commission
fixed the rates which the Seller nay charge for water, refer-
ence to which will hereafter be made.

The territory served by Seller embraces approxi-
mately 320 acres of land, including an §-acre unsubdivided
tract owned by Seller. There are 731 lots in the subdivision
service area or 4.3 lots per gross acre of subdivided aréa.
The entire areaz is over 90% built-up with smell homes. The
increase in the average nuaber of active connections at the
end of the year, the operating revenues, onerating expenses,
and net operating revenues are shown by the followinz table:

Nunber
of Active
Service

Connectlions Net
at End Operating Operating Operating

Year

of Year

1936
1937
1938
1939
1940
1941
1942
1943

4C0
505
593
613
627
683
696
734

Revenues

& 4,118.3

6,914.46
$,180.00
9,084.65
8,721.70

10,084.63
11,590.84
11,984.80
#*Red Figure

Expenses

Revenues

84,599.32
6,145.40
7,216.00
8,746.51
8,430.06
9,353.68
9,215.32
8,622.70

)

%80.96%
768.06
964..00
338.14
301.64
730.95
2,371.52
3,362.10
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All consumers, except sixteen, receive water under
flat rates. The flat rate for domestic use is $1.25 per
nonth yer connection excent for 25 lots'north of Gage Avenue
where 2 chorge of $1.50 per month is nmade. Where nzore than
one user is located on one service connection, an additional
charge of $0.50 per user is made. The flat rate for com-
mereial uses ranges from $2.00 to $6.50 per month. The total
revenue from coummercizl users is a2bout $41.50 per month.

Only eleven of the sixteen metered consumers use wore than the
aninizum amount of water wnder the meter rates. In November,
1943, their water bills aggregzated $45.99.

The actual cost of the properties is not availabdble.
Ir Exhibit No. 1, Donald K. Baker, 2 member of the firm of
Ruscardon Engineers, reports the historical cost of the water
properties at $57,313 and the zcerued depreciation calculated
on & straight line basis at 813,628, leaving a historical
cost depreciated of £43,585. The tectinmony shows that he
nade a field exemination of the properties and endeavored to
ascertain the actual cost of the same. He used such actual
cost data as was available in estiamating the histoerical cost
of the properties. He obtained sone of his cost data fronm
Fred G. Zahn, in Charge of Sales, Pacific Southwest Pipe
Company, who suppliecd much of the pipe used in comstructing
the system. The testimony shows that lMr. Zahn supplied hinm
with some erroneous cost figures and that the cost figures
submitted by Mr. Baker should ve increased by about $7,072.
Adding this to lir. Baker's estimated historical cost makes
a2 total of $64,385. If the 7,072 is depreciated on the
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same bzsis ac the historical cost new found oy lir. Baker, the
depreciated historical cost of the properties is $49,057.

The Eest Bell Lond Company has cgreed to sell its
properties to Coast Water Company for $65,000. The agree-
ment of sale as originally submitted to us was a conditional
sale contract under vhich Coast Water Company would »2y
$5,000 in cash cnd the dalance in monthly installments of
$430 or more with interest at the rate of 6% per annunm.

Under this agreement, title to the properties would not pass
until the Seller had received the fincl peyment. Upon being
advised that under such an agreement, the Commission would
regard Coast Water Company as the agent for the Seller and
hold the Seller responsible for the operation of the plant,
the parties thereuvpon amended the application at the hearing.
As cmended, title to the property will pass upon the payment
of the $5,000. Coast Water Company will, if authorized by
the Commission, issue to the Seller its $15,000 note secured
by a deed of trust and its $45,CC0 note secured by a mort-
gage of chattels. Both notes bear interest at the rate of

6% per annum. The 815,000 note including interest is payable
in monthly installments of $143 or mere, anc the 845,000 note
and interest in monthly installments of U287 or more. The
small down payment ic prompted by an income tax situation
affecting the parties and not by a lack of credit of the
stockholders of Cozst Water Compeny.

Coast Water Company also asks peraission to issue
810,000 of common stock to 0. C. Beck and T. A. Beck. $5,000

of the proceeds will be used to make the down payment on the
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purcnzse of the properties and the remainder will be used for
improvements.
Coast Weater Company in Exhibit "e¢" submits a pro-

forma statement showing its assets znd liabilities as follows:

Assets
Fixed Assets : $65,000.00

Land $ 1,00C.00
Buildings 1,042.40
Wells 4y 422.64
Pumping Station Machinery

and Equipment 11,715.08
Tanxs 20,849.05
Mains 23,0622.64
Miscellaneous 1,98L.31
Office Equipment 366.88

Cash 5,000.00

Total Assets $7OEOOO.OO

Lizbilities

Lt e et = A= S

tock Subseribed $ 5,000.00

Contracts Payaole 55,000.00

Tota. Liadbilitles $70.000.00

In our opinion +thers ls nothing in thls record that
warrants the recording of tang.ble properties at the figures
indicated in the proforma statenent. The properties should
not, as of January 1, 1944, be recorded on the books of
Coast Water Company in excess ol $64,385. fhe books should
also show an accrued depreciztion of $15,298, leaving a cost
less depreciation of $49,057. If Coast Water Company pays
for the properties more thun 849,057, it must charge the
difference between scid $49,057 and what it peys for the

properties to Account 15, Other Suspense. The amount charged
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to thot account should be amortized by charges to Corporate
Surplus within a period of ten years after the cdate of the
acquisition of the properties.

As stated, nearly all of Seller'!'s water service
1s rendered under flat rates. In the agreement of sale,
Coast Water Company gives the Seller 2 flat rate for water
service for 20 years subject to the Railroad Commission's

approval. The water thus delivered to the Seller will be

used by the owners of East Bell Land Company, the Specht
farily, on their home place of about six acres. No octual

rate is mentloned or fixed in the agreenent. We will not
approve that part of the sule agreement. The Seller should
pay the same rate as is charged other consumers siuilarly

situated.

A public hearing having bheen held in the above
entitled matter before Examiner Fankiaauser and the Commission
aaving considered the evidence submitted at such hearing and
it Yeing of the cpinion that the money, property or laboer to
be procured or peid for by the issue of the stock and notes
herein authorized is reasonably required by applicant, Coast
Water Company, for the purposes herein stated; that expendi-
tures in the amownt of $49,0537 are not reasonably chargezdle
to operating expenses or to income, and thot this application
should be granted subject to the provisions of this Order,

therefore,
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IT IS HEREBY ORDERED as follows:

1. ZEast Bell Land Company may, after the effec-
tive date hereof and on or before December 31, 1944, sell to
Coast Water Company its public utility water properties
described in the sale agreezent on file in this applicatien
as Exhibit "A."

2. Coast Water Coupeny may, alter the effective
date hereof and on or before December 31, 1944, issue and
sell at not less than par $10,000 of its comuson capital
stock and use $5,000 of the proceeds to pay, in part, the
cost of the public utility water properties of East Bell Land
Company. The remaining $5,000 shall be used by Coast Water
Cozpany to make improverents to sail water properties.

3. Coast Water Company mey, after the effective
date hereof and on or before December 31, 1944, issue to East
Bell Land Company its 6% promissory note in the principal sum
of not exceeding $15,000 and its 6% promissory note for the
principal sum of not exceeding $45,000 in part payment for
the public utility water prozerties which 1t is acquiring
from East Bell Land Company. TFurtler, it may execute a deed
of trust to secure the payment of said 815,000 note and a
mortgage of chattels to secure the vayment of said $45,000
note, sald notes, deed of trust, wnd mortgage of chattels to
be in substantially the some form as the notes, deed of trust,
and mortgage of chattels filed with the Railroad Commission
on June 21, 1944.

4. If Coast Water Compeny acquires sald public

utility weter properties of East Sell Land Company, it mey




charge to fixed ccpital accounts not more than $64,685, offset
by a depreciation reserve of $15,298. The difference between

the aﬁoun: paid for the properties and sai& charges to fixed

apital ceccounts less the depreciation reserve, to-wit: $49,057,
shall be charged to Account 15, Other Suspense, and amortized
by charges to Corporate Surplus within z period of ten years
after the date of the acquisition of the properties.

5. The authority herein granted will become offec-
tive when Cozst Water Company has ¢oid the fee prescribed by
Section 57 of trne Public Utilities Lct, walch fee is Sixty
($60.00) Dollars.

6. East Bell Land Company shall file & written
statement with this Commission within thirty (30) days at'ter
the sale of szid properties, indiecating the date on which
controi and possession of sald water system were relinguished.

7. On or beforé the date of actuzl transfer of
said water system, East Bell Land Company shall refund 2ll
deposits which consumers are entitled to have refunded under
the utility{s filed rates, »ulss, cnd regulations, and shall
file 2 written statement within “hirty (20) days after the

of s2id propertiss snowin; thc disposition of any of
deposits or that no deposits oxisted.

8. Coast Water Company is nrereby directed to file

ceguisition of sald water
propertics, four (4) copies of rates for water service fur-
nished by mezns of szid water properties, waich rates shall
not be higher in zny particuler then the appliccble rates now

en file with the Commission.
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9. Coast Water Coapany is hereby directed to file
within thirty (30) dzys efter the acquisition of suid water
properties four (4) sets of rules and regulations applicubdle
to water service in the area now served by Bast Bell Land
Company, cach set of which shall contain a map or sketeh drawn
to an indicated scale upon a sheet approximately 8ix1l" in
size, delineating thereupon in distinctive markings the
boundaries of the present service area and the location thereof
with reference to the surrownding territory, it being under-
stood, however, that the filing c¢f such sketech shall rot be
considered as a conclusive cdetermination ¢f the areca dedicated.

10. Coast Water Company is hereby directed to file
within thirty (30) days after the zecuisition of said water
properties four (4) copies of e comprehensive map drawn 0 an
indicated scale of not less than 600 feet to the inch,‘deline-
ating the service area and its location with reference to
source of supply and surrowiding territory. Sgch map shell
show the source and date thereof =nd include date sufficient
to determine clearly the location of the various properties
comprising the service area.

11. Any finding o velue made nerein shall be
limited solely to the »urposes of the procecding nerein in-

volved.
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Dated at San Francisco, California, this
of July, 1944.

Commissioners.

RAILROAD COMVISSION l
STATE OF CALIFORNIA

Pl




