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Decision No. 47052 
(m~~ I'I't. ,.. fJjj J Jj" fll..J I 'r!J. f1 

ill . ~!;ffYif!~~! 
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFOP,NIA 

In the Matter o~ the App1ic~tion of 

SOUTHLAND WATER COl~P ANY and 
SOUTHERN CALIFORNIA WATER COMPANY 

for an order or orders (a) authorizing 
Southland Water Company to sell ~d 
transfer its properties to Southern 
California Water Company; (b) authorizing 
Southern California Water Company to 
purcha~c said properties and to render 

) 
· · , 
) 
· 
) 
· · ) 

) 

· ) 
wa.ter service in· the territory noW' served : 
thereby; (c) authorizing Southern ) 
Cali.fomia Water Comp<my to .assume certain : 
liabilities of S'outhland Water Company; ) 
and Cd) approving the value at which 
Southern California ~ater Company may 
enter said properties in ,its fixed capital 

· 
) 
· accounts for rate making purposes. ' ) 

----------------------
• " ! 

Application 
No.' 33240 

O'Melveny & Myers, by ~ ~ Edw~rds and ~ ~ Wright, 
for Southern California Water CompanYi ~ ~ Russell, 
for Southland WOoter Company. 

OF.IN.IQ.N 

Southlond Water Company is a corporation engaged in 0pE:ra.­

ting a public utility w~ter systcra serving approximately 1,100 

customers in unincorporated terri tory ncnr the corrununi ty of Norw,Llk, 

in Los Angeles County. In this ~pp1ication it seeks authorization to 

sell and transfer its properties to Southern California Water COIl'Lpany. 

The reco,rd shows that Southland Wa.ter Company has recetved 

certificates of public convenience and necessity granted by the 
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Commission by Decision No. 45105 and Decision No. 4575'S, (1) that it 

co~~enced its operations on or about February 1, 1951, and that up to 

November ;30) 1951) it hC\d recorded on its books the sum of 

$209,045.97 in its fix~d capital accounts l with a depreci~tion re­

serve of $3,026.68, 1e~ving ~ net recorded balonce of $206,019.29. 

Exhibit C attached to the ~pplication shows that on February 1S, 1952, 

South1(.md Water Company entered into an agreement, subject to receiv-
-ing ~u~~orization from the Commission, to sell all its properties used 

~.nd useful in rendering w~ter service, including its certificc.tes of 

public convenience and necessity, to Southcr.n Colifor.nia Water 

Company. 

The agreed basic price to be po.id by the purchaser is tb,e 

sum. of $195,000, the ~ount to be adjusted for the cost of net addi­

tions sub~equent to November 30" 1951, :1S set forth in the agreem1ent, 

:md for depreciation accruing from November 30, 1951, or from tho do-to 

of inst~llation, whichever is Ie-ter, to the date of transfer. Tb.'~ 

.. ~greemcnt shows thet the purchc.ser ""ill assume the liability wi tb: 

r~spcct to tltly prepnyments by customers for WOo tor service ~d 'With 

respect to consumers' advances for construction. According to 1~e 

testimony given at the hearing on this a,plicction, such advances 

~ounted to o.pproxim~tcly $7,800 at ti10 close of 1951, ~th additional 

adv~nces of ~pproxim~te1y $7,000 being made during April. 

(1) 
Decision No. 45105 1 dated Dccc":1ber 5, 1950, in Application No. 

31531, as amended, authorized Southland Water Company to serve Tra(:ts 
No=. 16151, 16230, 16645, 16767, 16362, 16360 and 16361, an area 
lying east of the San Gabriel River, south of Little Lake Road, 'Wcst 
of Pioneer Boulevard and north of Firestone Boulevard, as delineated 
on a map m~rkcd Exhibit A and attached to said decision, it being 
provided, however, that the co~pany shall not make any extensions of 
service into other territory contiguous to ~y of the certificated 
area without au~~ority therefor first having ceen obtained from the 
COl'rJlli 5 5i on. 

Decision No. 45758 7 dated May 29 1 1951, in App1icetion No • .32295, 
~uthorized Southland Water Company to extend its water system into' 
the school site referred. to in st.tid application and delineated on the 
m~p attached to it. 
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It Ztppears from the testi..'1lony tho.t Southl~d, Water, Compnny's 

reported investment in properties in some pnrticulors:'hQ;s not' been 

cl::.ssified to the proper fixed co.pi tal llccountS", tho.t' some,' raeili ties 

h~.ve been recorded on the books which have not been insta~led., end , 

that ~ddi tional del'reciction should haVe? been taken on, certain produc­

tion pl~t. For these reasons Souther.n Coliforni~ WDter Comp~y has 

caused an historical cost study to be made of the properties, ,which 

shows the estima.ted historical cost as of November 30, 1951, i'n the 

a~ount of $203,837.16 and the depreciation reserve in the a'1lount of 

$5,669.50, as shown tn some detail in Exhibit D, leaving net invest­

ment of *~198,167 .66. Southern California Water Company, in the event 

it ac~uires the properties, proposes to record the results of its 

historical cost study on its books and it asks the Commission to 

approve them as the basis for rate maY~ng purposes. 

Upon acquiring the properties, Southern California ~ater 

Company will adopt the rate schedules of Southland Water Company then 

in effect. For opcro.ting purpose's" it intends to consolidate such , 

properties 'With other systems into what will be kno'Wn as its Norwalk 

Dis'trict. It reports that through such consolidation economies in 

operationz c~ be effected. 

We have considered this applic~tion and are of the opini,on 

th~t the proposed transfer will not be adverse to the public interest. 

We will not at this time make a finding with respect to the rote base 

we might use for these properties in the event we are called upon to 

fix rates in the future. We believe" however, that sufficient 

justification exists for replacing the present book figures with ~le 

historical cost figures produced in this proceeding, and that the 

purchaser should not carry into its records the book figures of 

Southland Water COl:lpany. Southern California Water Comp~ny, in so'ttmg 
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up its records, should charg€ to its fixed capital ~ccountssaid S~~ 

of $203,837.16 and credit to its depreciation reserve"the $;,669.50, 

adjusted to give effect to trt..nsactions occurring since November ';10, 

1951. It may charge or credit to its surplus account the di!!ererlce 

between the net amounts thus set up on its books and the purchase 

price to be paid by it. 

A public hearing having been held on the above entitled 

matter and the Commission having considered the evidence and being of 

the opinion that the applictl,tion should be granted, as herein pro­

vided; therefore, 

IT IS HEREBY ORDERED as follows: 

1. Southlcnd Water Company, after the effective date 'hereof 

nnd on or before August 31, 1952, m~y sell and transfer its rights ~d 

properties to Southern California W~ter Company, under and pursucnt to 

the terms of t..."lc agreement d':Lted February 18, 1952, filed in this 

proceeding as Exhibit C. Southcr.n California Water Comp~y may ac­

quire said rights ~md properties and render woter service to the 

public in the territory included in the certificctcsof public con­

venience and necessity granted to Southland Water Company by DeciSion 

No. 45105 and Decision No. 45758. 

2. Souther.n California Water Company~ in acquiring said 

rights and properties, may ~ssume the liabilities of Southland Water 

Company with respect to any consmners' prepayments on deposit with 

Southlond Water Company for 'Water service subsequent to the dc.te of 

trrunsfer and under the agreements for consumers' ~dvrnccs for con­

struction outstanding at the date of tr~sfer. 
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3. Southern California Water ComprulY, in recording the 

purCh~se on its books of account, shall Charge to its fixed· capit~l 

~ccounts the sum of $203,837.16 and credit to its deprccintion re­

serve the S1l1'I1 of $5,669.50, o.djusted to give effect:,to tr:.nsnct1ons 

~il'lce November 30J, 1951, as set forth in the ~grecment of sale. The 

difference between the net amounts thus entered on -the books of 

Southern California Water Compm'l.Y and the purcho.se price po.id may be 

ch.!lrgcd or credi t(~d to Southern C~liforni~ 'Wo.tcr CompMY's surplus 

account. 

4. On or before the d~te of actual tr~sfer, Southland 
W~ter Company shall refund all deposits wh1ch customers are entitled 

to ho.ve refunded. my unrei\mded deposits shall be trrulsferrcd to' 

and become the obl.igation for refund of Southern Cc.lifornia W~ter 

Compm1.Y. 

5. The rc.tes, rules and regul;;>.tions of Southland 'Water 

Comp~y now on file ~th the Commission sh~ll be refiled within 

thirty (30) days c,rter the dc.te of tronsfer under th.e name or South­

ern California. Water Comp~YJ in acccrd~ce with the procedur€ pre­

scribed by General Order Nc. 96, or, in lieu of such rcfil1ng, 

Southern Cclifom1a 'Vlater Compc.ny mOlY file' a notice of ndoption of 

s~id presently filed rctes, rules and regulations. No incresse in the 

present r~tes shull be ma.dc unless authorized by the Commission. 

6. The action taken herein shall not be construed to be 

a finding of the vuue of the rights ond prop~rties herein c.uthori~~ed 

to be trc.nsfcrred. 

7. Within thirty (;0) dcys.cfter the trnnsrer of the 

rights ~ne properties under the nuthority herein gr2nted, Southern 

Cclifor.ni~ ~ater Comp~y shall file with the Commission ~ copy of the 
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deed, or deeds;. of~ conveyonce. 

S. The :autho:ri ty herein' granted "Will become effective 

twenty (20) days after the date hereof. 
::ttJ 

Dated at San ~Fr;;mcisco? Calif'omia, this ".2% - day of. 

,_1952. 
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