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BEFORE THE RAILROAD COLDIXSSION OF THE STATE OF CALITORNIA

In the Metter of the Application of )

103 ANCZILES COUNTY WATER WORKS )
for authority to sell its properiies )
and to dismontinwe public utility )
service and of Gardena Valley Tater )
Company to purchase the zaid pro- )
perties and to assume the said pub~ )
lic utility service and to iscue )
vonds, preferred stock and common )
stock in payment for sald properties .)

ipplication No. L4501

UcAd00, Neblitt and O'Connor, for applicents.

BY 7EE COMMISSION:

0P2INION

Loc Angeles Couwnty Water Works im this proceeding asks
permission to sell its properties to the Gardema Talley Wafer
Company and thereafter disconvinue pudlic utllivy service. The"
Gerdena Talley Vater Company in turn asks pormission to purchase
the properties or the Loz Angeleu County Water Works, 1o 'seue '
end sell at 91.8357 mercent of thelir face value and accrued ;nr
terest, §125,000.00 of six percent twonty yeer bonds, lssue and
sell for cash at par $20,000.00 of seven percent preferred stock
and deliver $64,SO0.00 of commion stock to the Los Angeles Comnty
Yater Works as part payment for itz properties and to assume the
public utility obligations of Los Angeles County Water Works.

The Los Angeles County Water Works owns and oﬁeratcs a
public utility water system serving ﬁhe unincorporated towns of

Gardene and Moneta and adjacent territory in Los Angelss County

and alzo o vortion of the City of Loz Angeles in the so~called

Lo




rshoe string strin”. ‘The sorvice area 1s vounded on the morth
by Ballone Avenue,"on the south by Electric Street (182nd Street),
on the west by Arlington Street and on the Zast by Figuerbd Stroot.
AT the end of 1927 there were, according to the company's annual
report, 1860 services attached to its water system. Tor tae
reason that not all of the servicos are metered, it has been inm~
possidle for the company %o furnisk a record of its water sales.
Both the increase in serxrvices and the operating revenues 1ndicate
an increase in the company}s buciness. The number of services

in 1922 are reported at 1242 and the operating revenues at $22,819.;
vhile Lor 1927 the number of services, as sald, are reported at 1860
and the operating revenues at {48,651.85.

The estimated original cost of the properties(of-the es
Angeles County Water Works as of Decembexr 3L, 1927, is feported at
$265,805.00. This eamount is based upon en estimate of the original
cost 0f vhe water system by the Commlissionts engineers as of Decem~
ber 31, 1925, (Decision No. 17208, Vol.28,0vinions and Orders of
the Californie Reilroed Commission, page 45L.)amounting to $227,443.
To thls figure was added the actual cost of not additions to capi~
val from Januwary 3L, 1926 to Docember 3JL, L9237, shown on the books
of the Los Angeles County Water Works and amounting to £38,362.00.
Deducting from the $265,805.00 the amount vhich should be in the
resorve for accrued depreciation, nemely; $47,022.00,and the ade~
vances by consumers for construction purpoSe$~amounting 0 £6,514.23,
and then adding to the difference the estimated cost of proﬁosed‘

additions and improvements ($525,973.49) to be finenced {rom the

sele of vhe bonds and preferred siock, roferred To in this applica-

tion, results in a net figure of $238,242.26.




Tor 1927, ac stated, the company reports operating revemues
of 348,651.85 and for 1928, $37,675.44. The operating expenses
ror 1927 are reporsed at $31,891.00 and for 1926, $31,274.38, Leav- -
ing net operating revenue for 1927 of %16,760.85, and for 1926,
$6,4OL.06. The onerating expenses for the two years are seg-
repgated as follows;—

ITEM 1927 . 1926
Source of nater supply expenses - $2,955.93
Sunplag eXPONSeS + o . . s 4 . 87,597 .24 .£,959.90
Transnission and distribution : ‘ _
expenses « & & o » & & = 13,61.2.9;; 9,070087 s
Commercial €XPENsSCsS « « + . 2,428.88 2,822.72
Ceneral and miscellansous expenses 2,949.02 3,759.94

T&x@s - - - - - [ ] » - - . L] - - 1,320073 9%.47
Genoral amortization of capital 3,982.20 4,776.55

Total................'§312891.oo §31,274.38

| Gardena Valley Water Company asks permission to issue axnd
sell at no%t less than 91.8357 porcent of their face value and ac~
crued interest, $125,000.00 of zix percent tweaty year bonds and
use the procceds cmounting to $114,794.62 for the following pur-
P0SO8;~ |
G £$40,000.00 to pay the precsent outstanding bonded dedi
‘ of Los Angeles County Water Works cmountling to
£40,000.00.
$4&,821.l$_to pay Ro%es aggregating the zame amount and
issued by Los Angeles County Water Works to obtain
funds to pay for the cost of materials purchased for
imgrovemonts and additions to it3 water'system,
$525,97%.49 1o bo expended by the trustee under the com-
' pany's proposed mortgage to reimburse the treasury
for improvexents and additions to the water systex

nade, and to vYe made, subsequent to Decoember 31;1927.
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The Cerdens Valley Tater Company asks permission t0 iszue and
sell at par 330,000.00 of Lts seven nercent prerérred stock and use’
the péoceads'ror the following purposes;-

2. 527,500.00 to be used in payment of a portion of the
| obligetion incurred by Los Ingeles County Vater Vorks
Tor additions and imprbvemeﬁts to itc water systemnm,
which obligations on December 3L, 1927, amounted to

228,502.30.

éay'organization exponses not exceeding £2,500.00.

The $64,500.00 of common stock which the CGeaxdena Valley Waver
Compeny asks permd ssion to Lcsuwe will be‘delivered to. the Los Apgelezu
County Tater Works in payment ror its properties;

oy Decision No. 1$005 dated November 4, 1927, in Application
No. 13914, the Commission denfed the reguest of the Cardens Talley
Wator Compeny to Lssue $125,000.00 of six and one hdlr'percent
twepty yeaxr bonds, $50,000.00 of seven percent cumulative proferred
stock and $85,000.00 of common stock. Since then the companyrs
earnings have continued to increase and, as indicated hereln, <he .
requests Tor permiséion to issue securivies bhave veen modified.

The company now asks authorliy to issue six percont bonls instead
of six end ome half percent and $64,500.00 of common stock imstead of
285,000.00 of common stock. If the stock and bonds which the Gar-
dene Valley Vater Company now asks yormizsion to iscue had been oul-
stending during 1927 the company would have earned the equivalent
o2 adbout nine percent on the 364,500.06 of common stocke.

| The Gardens Valley Water Company asks permlission to cxecute
a mortgage snd/or deed of trust to secure the payment of a presently
authorized bond issue of £500,000.00. It refers to tho proposed
rnortgage and/or deed of trmsﬁ_which 1% filed in Application XNo.
13914. The instrument Ziled in that proceeding does not con:oﬁm
with the bonds whick the company now asks permission to issue. That
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{nstrument 45 also incomplete iz that it dooS not chow the date
on whlich 1t proposcs to execute the same; the date on which the

bonds of the company may be redeemed;refers to the expenditure of

»ond proceeds for purposcs other thaa those indicated in the ap~

plicntion now before the Commission and does not show the date onm
which the company Will be required to meke sinking Ifund paymonts.
Tn view of this situatlon, we believe that before vhe authority
nercin granted to 4csue bonds becomes effective, the Gardena Val-
lley Vater Company should fiie with the Commission a rovised ¢oOpy
of its proposed mortgage and be authorized o execute such instru~

ment.
ORDER

Los‘Angeles County Water Works having applied to the
mailroad Commission for permission to sell its properties to the Car-
dene Valley Tater Company end o discontinue public utility ser-
vice, and Gardene Valley Water Company having asked permission to
purchase such proﬁerties and to assume public utility zexvice; 1o
execute o mortgage end/or deed of trust and Yo issue $125,000.00
of si% percent twenty year bonds, $S0,000.00 of seven perceat cﬁmu-
lative preferred stock and $64,500;00'or common stock, and the
Commission beimg of the opimion that this 1s a matter in which &
public hearing is not necessaxy and that the issue of the bvonds
and sztock hereizn authorized 1z reasonably reguired by Cardens
Telley Water Company, and that the expenditures are not in‘whole
or in part reasomably chargeable 1o opereting expenses or to in-
come and that this application should be granted as hereiz.péo-

vided, therefore,




IT7 IS ZEREEY ORDERED as follows;-
L. ILos Aﬁgeles County Tater Works may, aftor the effective
date of tvhe authority herein granted and onm or before October L,
1928, sell @llof its properties to the Cardena Valley Weter Company,
vwhich company is hereby suthorized to acquire the same, sald proper=
ties being more particularly deserided in Exhibit No. 1 filed in
Application No. 13914. TUponm the purchese of said properties by
the Gardena Valley Water Comwpany and %he assumption of the pudlic
utility sexvice by sald company, the Los Angoles County Tater Works
may discontinue 1ts public utility service.
2. The Gardena Valley Water Company may, after the effective
date of the authority herein granted, and on or bofore Octobexr 1,
1928, issue 7125,000.00 of six percent twonty year fimst mortgage
bonds, $£30,000.00 of seven‘percent cumulative preferred stock, and
$64,500.00 of common stock. The bonds shall Dbe sold for not less
than 91.8357‘percent oL thelr face value and accrued interest and
the proceeds, other than accerued interest amounting to not less than
$114%,794.62, zhall be used for the following purposes;-
. @e  $40,000.00 to pay the present outstanding bonded debt
of Los Angeles County Tater Works amounting
To $40,000.00.
$48,821.1% to pay notes aggresating the seme emownt and
issued by Los Angeles County TWater Works to
obtain funds to pay for the cost of materials
Purchased for improvements ané sdditions to
its water system. .
325,573.49 to be expended by the trustee under the come
. pany*s nroposed mortgagze to reimburse tho
treasury for improvements and additions to

the water systom made, and to bo nade, subse~
quent to December 3L, 1927.

_The‘preferredvstéck shall be sold for not less thoan pexr

and $27,500.00 of the proceeds used to pay indebtedness incurred
by'Los_AngeloS-COQnty-Water Torks for edditions and improvements to

i%s water system and $2,500.00 to pay organization cxpenses. The-
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¥64,500.00 of common stock ckall be dolivered by toe Gurdenz Talley
Tater qOmpanyuat par to the Los Angeles County Watér works iz peyment
Tor its propeorties. The acerued interest may be used for general
COrporate puUrposes.

3. Tae authority herein gronted will becoms offective when
Cexdene valley Water Compeny has paid the fee prescribed by Section
57 of the Public Utilities Act, which fee 15 $125.00, and when the
Coxmi sslon has suthorized sald company to execute & mortgeges and/oz
deed of trust o secure thé peynent of the bonds herein szuthorized
Vo be issued.

4. Applicont shall keep such record of the issue, sele and
delivery of the stock and bonds herein authorized and of %he ¢iscposi-
tion of the proceeds as will enmable it to file, on or before the 25th
day of each month, a verified report, as required by the Railroad
commission’s Generael Ordexr No. 24, which order, insofar as applicable,
iz made 2 pert of this order.

S.  Witkin sixty days after the transfer of the properties
rerein authorized, Gardena Valley Tater Company shall file a certified
copy of the deed umdor which it acquires title to said properties,also

& statement showing the date when it acquired the same.

DATED at San Francisco, Californie, thiv
April, 1928.
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