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Decision No .. 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF Cl~IFO~~IA 

In the Matter of the Application of ) 
PAR.T( WATE:B. CONPANY, a corporation" : Ap~li ca.tion 
LOS NIETOS WATER COMPh~Y, a corpora- ) 
tion, a."ld BELLFLOWER L.AND h"'1D 'WATER . 
COMPANY, ,a. corpora.tion" for authority ) 
to rn.erge~ ., ~ 

No. 33~85 
(First Supplemental) 

-'lilt _ ...,... ___ ..-. _:..... .... ~ ..,.. ..-. _ .... .-.. _ ~ _ ..... ) 

In this proceeding the Commission is a.sked to meke an 

order authorizing Park Water Company, Los Nietos Water Corr.pany and 

Bellflower L~ld and ~ater Company to enter into end to put into 

effect ~"l agre~~ent of merger. 

'!he origin~l filing in this proceeding was mad~ on ,April 3" 

1952.. Thereaftor, a public hearing wa.s held ""..i.th no pro,tests being 

received ~~th respect to the proposed merger. On June 24, 1952, the 

Co~~ssion entered its Decision No. 47319 denying app11c~tsT 

re~ue~t, because of lack or underlying documents to ~upport the 

reported original costs of the water syztems to be merged, but 

without p~ejudice, however, to tho filing by ~pp1ic~ntc or a supple­

mentc.l ~pplic~tion cont.!!inL"'lg ~n historicnl cozt ~p:;>r~isal ond 

related depreciation studies. The supp10ment~1 application wes filed 

on November 28, 1952, along with an appraisal report prepared by 

w. P. Rowe «Son. The mDtter now is re~dy for fin~l decision. 

The throe corporations arc engaged in op~rb.ting public 
utility wcter systems in Los Angeles County. (1)' !he systems ~re 

(i) Applica."l.tst 1951 annucl reports show the nU:W"lber of f.lctivc scrvic~ 
connections :J.t the close of the year :md the revenues during the ye;;:: 
as follows: 

Service connections 
Opera,ting revenues 
Net incol'!1e 

Pnxk Los Nietos 
:Z4,296 1.,449 

$495,,521 $28,158 
$ 60,198 $ 5,290 
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loc.::.ted in the same gen\?r~l D.rea" are physically connected in l:l~y 

pleces, ere under the same m~~agemcnt ~d ~re cont~o11ed by the scmc 

interests. The outstanding stock is reported held by the follo~~ng 
indi vi dual s : 

B. w. ~~eeler, president 
o. D. Collins, vice­

president 

-.--:P:..;lC;o.:.". ... K____ koQ s Ni etClJ? Bell f.lo ...... e r 
$1,172,500 $75,100 $11,900 

v. E. Motz" secretary 
Tot:-.ls 

100 
&\2".,QgQ. 

The record shows that applica."ltc T 'Officers a.."ld shareholders 

desire to consolid~te the ow.ner~h1p ~d operations ~ 'One corporction 

~"ld that to this end they propose to pl~ce into effect an agreement of 

merger dcted as of March 31, 1952" whereby Pork W~tcr Cocp~y has be~ 

deSignated as the surviving corpori;l.tion to take over .:l.."ld succeed. to 

all the Q.ssets, rights ~d properties, SUbject to all the d.ebts and 

liabilities, of the constituent corporations, the merger to t~e 

effect as of March ~l, 1952. 

Upon thus succeeding to the assets and li~bilities 'Of the 

merging corporations, Parl< Wc.ter COrlPDnY will take into its books the 

ledger balances of the mergi."lg corporo.tiO:lS as of the dQ.te indic:lted, 

Wi th the exception 0 r t.."ose for the fixed capital and d(:preci<.'.tion re-

serve accounts ~~d the equity capital. It asks ~uthoriz3t1on to 

restate the books ~d to set up the cr.~ounts appe~ring in the histori­

cal cost nppr~iscl of the properties of Los Ni~to$ W~tcr Co~p3ny and 

Bellflowcr Lend i;lnd Wate::- Company whiCh has been filed in this Procood-

'L"lg 0.$ Exhibit A ~ttached to the supp1ement~ application. 

son of the book ba1~ces with the apprais.:U figures is as 
A comp.:r1-

tollo'W's: 

Los Nietos Uater Comp~y _ 
Fixed capital 
Depreci~tion reserve 

Net ~ixed capital 
E01lnower L:md and Water COrlP.:my _ 

Fixed c.lpi t:ll 
D~preciation: reserve 

Net fixee c~pital 
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Books Appre1sal 

$114,622.88 $118-,951 .. 00 
~ 7 ,404.3.,7 :21,1:21.73 

$97,218·21 :; 96,8:29.27 

$ 86,5ll.86 $108,$70.00 
10,787. as 15 .. 93,1.52 

$ 72. 723.98 $ 93: S}7. Z4 



The record indic~tcs that present book bal2nces in somc 

cases arc incomplete 2nd th.,.t in m~ny :in:5t.?nces no supporting d.:-.ta 

eXist with respect to amounts appearing in the fixed capital .. .:lccounts. 

The appraisal r~port, on the other hand, contains invcntory.qu~ntities 

to which hnve been a:pp11ed costs incurred in constru?t1on, ~here 

e.vai1aole, and estim.~,ted historical costs 'Where actual figures 'W'~re 

not obta1nable,·~d includes the depreciation requirement co~puted on 

the straight line ~ethod using estil':lCl.ted useful lives of the various 

items of. property. The net effect of substituting appraisal figures 

for book balonces is an increase in th(;) net fixed capital of 

$17,72-4- .. 42. 

As to the equity·c~p1tal, the agrea~ent o~ merger proy~~es 

that the outst::mding shares of stock of Los Nietos Water Co~pony ane 

Bellflower L~d znd Water Company will be surrendered for'c~ccll~­

tion and that there shall be delivered to the ho1dors thereof ,cash, 

in lieu of new shares ,of stock, inamo~~ts based upon the st~ted 

capit~l end surplus. The ZIIlOuntS o:f' the cash payments to be thus 

made :lre reported by applicants at $142,237.12. 

Park Water Comp·:my reports thc.t as of the proposed effective 

date of t.~~ merger it had on h~d$440"OOO of ,proceeds receiv(;)d from 
, ... . 

the issue of stock authorized by the Cotlr.'.ission by Docision No .. 45673, 

dated May 8~ 1951, in Ap.plication No. :32254. It proposes, one here 

asks authorization, to use $211,,885.53 c:f' s~e proceeds to make the 

cash pa~ent of $142,237.12 required by the terms or the merger 

~greement ~e t~ p~y $69,,648.41 of open accounts representing moneys 

Owing by Los Nietos Water Comp~y and Bellflower Land znd Water 

Compcny for oclditions Dna betterments. 

A pro forma stat~ent of the a~sets ~d liabilities of the 

surviving corporation" as of M~rch 31" 1952, giving effect to the 
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proposed merger end. to the 'Withdrawal or cc.sh :funds for the purposes 

1ndicated~ is as follows: 

A$set~ 

Fixed e~p1 tal 
Less-depreciation reserve 
Net fixed. cap1t::l 
Current assets -

Cash 
U.S.Tre~sur1es and interest 
Notes receivable 
Accounts receivable 
Materi~s ~d supplies 
Deferred expenses 

Total current assets 

Total 

L1eRilit1es ~d Net Worth 

Long-term notes 
Current 11~bilities -

Accounts payable 
Accrued. liabilities 
Service billed in advance 

Total ~rrent liabilities 
Eciui ty c~p1 tal -

Co:nrm.on stock 
Donated surplus 
Corporate surplus 

Tot.ll equity 

Total 

$ 6:33,,971.18 
500, 309. 69' 

1,766 .. 58 
49~315.47 

1l4,,0$5 .. 20 
11,250.5Q 

2,OOO~OOO.OO 
26:,300.00 

26O,696.5i 

$;3" 527,,90l. 55 
128,09.1·44 

:3) 199, 810.!,ll 

;',310,698.62 

$2/000~OOO~OO 

22.3, 512.l4 

14! 510,. 50S. 7; 

A review 0 r the record. shO"W's that tht: merger should result 

i.~ econoI:lics in operation through the elimination of the separate 

corporate organizations and the necessity of keeping separate records 

and allocat1ng expens~s ~~ong the three separ~te entities. It 

appears th~t no changes in operating practices are contcmpl~tod. 

Park Water C¢mptmy propo ses to apply its l'rcsen tly filed rates, rules 

;md regul~.tions throughout the areas served by the other comp3nies. 

Upon a full reView of the evidence 0 r record 1n this pro­

c~eding we are of the opinion that the proposed merger ~ll not be 

adverse to the public 1nterest~ th~t the rcst~tcment or the book 

accounts should be authorized" and that the financial pOSition or the 
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surviving corporation is such as to wa.rrant an order authorizing the 

use 0 f cash proceeds from the sale of stock for the purposes set 

forth in this decision. There are only :ninor differences in the rate 

structures of the three companies and we a:r~ of the opinion a.."'ld 
. . , 

hereby f~d that the proposal or Park Water Company to apply its 

rates in the territory now served by Los Nietos ~ater Comp~y and . 
Bellflower Land and Wate~ ~mpany, following the, consummation of, the 

merger agreement, io fair and reasonable and that any incre~se of 

rZl.tes resulting therefrom is justified. 

. .. 

!he Commission having considered the above entitled m~tter 
" . 

end being of the opinion that 0. !'urther hearing is not necessary .'!InCl. 

that ~pplic~~tsT re~uests should be granted, as herein provided; 

therefore, 

IT IS HEREBY ORDEP.ED as follows: 

1. P~rk Water Comp~~y, Los Nietos W~ter Company ene Be1l­

fio .. "'er L~d and 't-Iater COITlPcny are authorized to execut~ :md put into 

effect the agreement of merger dated ~s of March 31, 1952. 
, __ ,..~.i ,'/ I 

2. The order in Decision No. 45673, dated MDY 8, 1951, in 

Application No. 32254, hereby is modified so as to permit Park Water . . ' 

Company to distribute $142,2~7.12 of the proceeds from the sale o! 

the stock nu~~orizcd oy said decision to the present shareholders of 

Los Nietos water Company :m.c Bellnower Land and Wt:'.ter Comp::'!'l.Y, in 

~ccord~ce with the ter.ms ot said agreement of merger, ond to use / 
, t'y.-/ ../. .. .".,... 

$69,64e.~ of said proceeds to pay outstanding open 2ccounts,(the. 

Col'!'lIllission being of the opinion that. the e:Qeneitures f¢r se,id pur-. ' 

poses are not, in whole or in' part, reasonc.bly chargeable to operr..-
, , 

ting expenses O.r to income.; 

~. Park Water Comp~y, upon con~ation of the merger 

agreement, may set up on its books in its fixed capitol 2nd 
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depreci~tion reserve accounts the zmounts appearing in the appraisal 

of 'W .. ? .. Rowe & Son which is filed in this procceC1ng .. 

4. Park 'Water Company shall 'base the annuo.l ac:cruc.ls to 
, ~ 

depreciation upon the appr~isal figures thus recorded1n its nccounts, 
\ . 

lezs the est~~~ted net sclv~ge ~d ~e' c~leulated depreci~t1on rcserve~ 

over the est1:nated remaining life of the property.. Applicant shall 
. I,' \ '0 

review t..'"J.e accruals for each plant a.ccount at intervals of not more '; 
.' . 

than five (5) years, and also when ma.jor chznges in plnn't compo's1t1on: 
. 

occur, ane. shall suOmi t the results of these reviews to, the Cc:rnm1ssion .. 

5~' FolloWing the conS1.lmmation or the merger agreemcnt~ Park 

Water Company, in accordance 'With the procedure prescribed by General 
\ 

Order No. 96, and on not les::: than five (5) days' no'tice to' the Com-

l'!lission and to the public, shtlll cancel the tariffs now on file 'Wi th. 

the Commission govc~~g service by Los Nietos Water Company and Bell­

nower Land ~d 'Water Co:npany and shall supplE!nerlt its 0'WIl tariffs so 

as to sho~ that they apply to the territory for.merly served by said 

Los Nietos Water Company and Bellflower L~d ~d Water Comp~ny~ 

6. If the au tho l"i ty herein granted is exerCised, P:;:rk Wat~r 

Co~pany, ~thin thirty (30) days thereafter, shall notify the Comm1s­

sion in writing of its cO!:lpli~ce 'With the conditions hereof .. 

7. The authority herein granted ~ll become effective 

twenty (20) days after the date he:reof. . .' 

~ Dated at San FranCiSCO, California, 

7' tU<:7 · 195..1.. 

Io~ day of this 
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