
Decision No. 47092 

EE1"O.RE THE PUBLIC UTILITIES COMMISSION OF THE STATE 0 F:CALlFORNIA 

In·tho Matter of th~ Application of 
UEHLING WATER CO., INC., a California 
Corporation, ~d CASA VENIDA WATER' 
CO}~k~Y, a California Corporation, for 
an O~der to Transfer the Water Syst~ 
ond to Issue a Secured Note a.~ Partial 
Paym1ant therefol" under Section 51 (a) 
of TI~e Public Utilities Act and Section 
851 I~f The Public Utili tics Code and 
to Is=ue 204 Sharcz of the Common Stock 
of' Ca~a Venida Water Company. 
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Application 
No. 33219· 

Donald ~ Wright, for Casa Venida Water Company; 
Fred 'Uehling, for Uehling Water Co., Inc. - , 

o PIN ION. - - - - .---'- -

Uehling l,Tater Cow, Inc. is a corporation engaged in supply­

ing wat~r for domestic' purposes to custo~ers in unincorporated-terri· 

tory in the County of Los Angeles near the City of Compton. In this 

proceeding it seeks authorization to sell and transfer its water 

syst(~n to Casa Venida Water Company for the sum or' $90,400. 

Casa. Vcnida Water Company is a new corporation orgDnizcd'on 

J~uary 29~ 1952. It seeks authorization to issue $20~400 of stock 

and' a $70,000 note to finonc€ the purchase pricl? of the properties it 

proposes to acquire~ the note to be payable in monthly, installments of 

$583.33" or mor~,. with interest at the ro.tc of 5% per annum, and: to be 

secured by a real estate mortgage. 

Recently, the Commission has reviewed the operations of 

Uehling Water Co., Inc. By Decision No. 45537, d2.ted April 3" 1951" 

it ,authorized certain incrcc?scs in rates for this comp.;\ny which w.ere 

des,1gncd to produce ~ return of 5.94% on a d<tprcciated r<:.te base of 

~65,OOO. The decision of the Comrn,ission shows the historice,l cost or 
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the properties comprisi~g ,the water syst~, :;'$ estim~tcd 'by the com­

PMY, at $85,,62:2.80 0.5 of December .31 .. 1950, ond the deprecic.tion 

reserve require.ment at $26,,0'27.75, no net bo.l:mce of' $59 .. 595.05. 'l'h(~ 

Commission ~uthorized ,the company to pl:lcC these figures on its booJ~s 

~d subsequentl~r, by Decision No. 45737" dated May 22". 1951, approved 

journal entries adjusting the accounts ~to reflect this historical 

cost estimate. 

In the agreement no'W'made for the sale of the properties" 

applicm'l.ts report the net value thereof' at. $61,,350.61 as of' Dccel'lloer 

31, 1951. In commenting c,n the proposed purchase price of $90,,400, 0-

wi tnezs called on behalf elf the purchaser testified that such price 

was the amount agreed upon for the purpose of the sale, that it was 

not related to the reported value set 'forth in the application, and 

thnt in f.:.ct it reflected present market prices. The total amount of 

the proposed security issue is based on the o.greed purchase price. 

In p~ssing on ~ application to issue securities, the Com­

miszion is required to make ~ finding th~t, in its opinion~ 'the money, 

property or labor to be procured or p~id for by the issue 1s re~son­

::.bly required for the purpose specified in t..l-).o COl'Tlmission f s order, 

whiclt in this case would be for the purch~se of the water system, m~d 

th~t .. ll1 its opinion, such purpose is not, in whole or in part~ 

re~son~bly chargeable to operating expenses ,0 r to income. (Section 

S18~ Public Utilities Code.) 

In o~r opinion, we cannot make such ~ finding with respect 

to the l'e~sonablcness of the issue of $90,400 of securities in paYl1lent 

fo:- ~ropcrties for which ~,pplicru'lts themselves report a net value of 

$61,350.61, nor a finding that the tr~saction, under the t~r.ms indi­

cz\t,ed, will not be D,dverse to the public interest. 'While it may be 

true t.."lc.t the purcho.ser is willing to PD.Y, the agreed price, ncv~rtho­

less we are called u.pon to approve a !tn~cial structure in a total 
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3l'r.o,mt substantially in e:x:c~ss of the reported v~luE: of tr.~t'rop\~rti~::: 

c.nd in excess of the r:::te base so recently employed by the Commission 

in fixing this utility's rate's. A structure such as is here: proposed, 
. ' 

w.herein the ~~debtcdnecs clone is in excess of either the reported 

,- v~uc or the r~tc b~se, and which indebtedness is secured by a first 
, 

mortgogc on the w~ter properties, could adversely affect the ability 

of the new comp~y to obt;~in funds, either fro'!!'. income ox' froln 

externnl sources, to improve ~d maintu:i.n its s0rvice and f3oc111 t1es, 

to meet it:; cD-rrying chcrges, and to provide the cost of additions 

~d extensions to the system. 

In view of the fact that we are unable to make the. findings 

r~quircd by luw, we are compelled to deny this applic~tion. 

A public he~ring having been held on the above en ti tled 

:n~tt.er nnd tho Cont'Tl.ission h.:tving conside:::oed the :tpplication and the 

testimony presented and being fully advised in the premises, 

IT IS HEREBY ORDERED that Applic~tion No. 33~19 be, end it 

hcre:by is., denipd without prejudice. 

Dated at San Fr~ncisco, California, this do.y of 

MOoy" 1952. 
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