
Decision NO. J'I ta () ~ • 

BEFOP..E TEE PJJI.ROAD CO~!rrY:!ISSION OF THE: STA'tE OF C.l.1.LD"OENIA. 

In the Matter o~ the A~~l1c~t1on ot 1 
lOS ;~CEIZS CO~"TY WlTER WO?.KS ) 

tor authority to sell its propert1es ) 
and to d1s~ontintte public utility ) 
service ~n~ o~ Gardena Valley Water ) 
Co~p~ny to purchase the said pro- } 
pcrt!.es and to assume the said pu.b- ) 
lic utility service and to is~ue ) 
bonds, prererred s~ock and common ) 
stoc~ in payment to~ said properties.) 

~pplicat1on No. 14501 

:~cAo.oo·, Ne'blitt o.nd O'Conno:l:, tor app11lQants. 

OPINION 

Los Angeles County ~:ater "l:orks in this proceeding asks 

permiss.ion to sel~ its propert.ies to the Gardena Valley Water 

Company and. thereo.:r:t~r discontinue- pu'bllc utility serviCe.. The 

Car~ena Valley ~ater com~any in turn asks pormission to ~urchase 

the properties ot: the los Angeles County Water "!lorks, to issue 

and sell at 9l.83S7~ercont of their face valu~ and accrued in-

:t;ere~t, $125,000.00 ot six percent twonty year 'bonds, issue and 

sell tor cash. at par $30,000·.00 of ceven percent. pretcnGd stock 

and deliver $64~500.00 ot co~n stock to tho Los l~geles Coanty 

'Uater Vi>jrks as part payment :Cor :t tz propert.1es and to. aszUllle the 

pU'blic utility 0'b11gat.1ons ot los Angeles County ":Iater Works. 

The Los Angele$ County Water Works OV!n3 and operates a 

public u.~i11ty water system serving the unincorporated towns or 
Gardena and Moneta a.nd. adjacent territory in LOS Angeles County 

~nd ~lso a portion ot the City ot Los Angeles in the so-called 
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The servico area is bounded on the north 
" 

by Ballona Avenue, on the south by Electric Street (lS2nd street), 

on the west by Arlington S'eree't and on the East by F1gneroa Stree~. 

At the end. of 1927 there were, according to the co:c.,any" s' annual 

report.~ 1660 services a.tta.chod to it.s water zystem.. For the 

re~son that not all or the services are metered, it has been im-

possible tor the company to turnish a record o~ its water sales. 
", 

Both the increase in services and the operating revenues indicat& 

an increase in the company's business. The number of services 

in 1922 are reported at 1242 and. the operating rev~nues at ~22,e19.; 

while for 1927 the number ot serv1ces, ~s said~ are reported at 1860 

and the operating revenues at $48~651.85 •. 

The est1m..a.ted. original cost of the properties. ot, the !"os 

Angeles County Water 7lorks. 0.$ of December 31,. 1927 ~ is reported at 

~26S.805.00. This amount is based upon. an est1:ne.te ot the orie1nal 

cost o~ the water syste~. by 'the Commis$ion~s engineers as ot Decem-

ber ~l, 1925, (Decision No. 17208, Vol.26~Opin1ons and Orders of 

the California P.ail~oaa COmmiss1on, ~~ge 45l.)amo~t1ns to $227~443. 
~ 

To this figure was added. the actual cost ot' net additions. to capi-

tal from Janua17 3l, 1926 to December 31, 1927, sho'.';n on the books 

of the Los Angeles County Water Wo:-ks and amounting t.o $$~362.00. 

Ded.uct,ing from. the $255,,805.00 the amoUllt which shou:ld 'be in the 

reserve tor accrued depr~ciation,. n~ly~ $~7,022.00,and the ad-

vances. by consumers toz: constl"'J.ction purposes' amounting to' $o·,Sl~.2Z, 

a:lU then adding .to the d1tterence. the estimated cost ot prol'osed. 

add.i t1.ons and improvements ($25, 9,!73.49) 'co be t1naneed trot). th$ 

sale of the bonds e.:ld :5lretened :;r~ock~ referred to in this appliee.-- . 
'.' '. n 

tion, results in a net figure 0": $2Z8,24Z,.26. 
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!or 1927~ as stat~d. the company re~orts oporating ~evonues 
The opera t.1ng eXpe.nses 

tor 1927 are reported at $3l,891.00 cmd to:: 1920, $31,274.38, leav-' 

ing net operat.ing revenue tor 192'2' or 016.,760.85, anel tor 1925, 

~S,401..06. 

regated as follows;-

Source of water supply e~en5~~ 
?um:p1:lg expenses • • • • • • • 
T~ans.m1ss1on and distribution 

eXpenses. • • . • • • . 
Commercial expensc3 • • • • 
General and m1sce1lan~0U$ expenses 
Taxes • ., • • ,. • • • • • • • • 
General ~ortization or capital 

Total ••••.••••••.•••. 

1927 

$7,597.24 
. . 
1Z,6l2.~Z 

2,428-.88 
2-,949.02-
1,320.73 
3,98.2:.20 

1926 

$2,955.93 
.6,959.90 

9.070.87 . 
Z,022..72-
3,759.94 

928.47 
4, '77&.55 

e.zZ74•38 

Gardena Valley ~'{o. ter Company asks pe:m1 ssion to· issue and 

sell at not less than 9l.8357 porcent of their face value ~d ac-

crued. interest., :Z:125 .• 000~OO of six porcent t\';'onty yee: bonds' o..nd 

use the proceeds e.:nounting to $114.,794.62. for the tOUOVI1J:tg pur-

1'osos;-

~. $40,000.00 to pay the present. outstand.ing. bonded debt 

of I.os oLUlgeles County Water Works amount1ng to 

~40,.OOO_OO. 

$48,821.13 to pay no~s ae;gregating the same a::llOunt and 

issued by ~os Angeles County ~ater Works to obtain 

t'J.udc to pay ror the cost of matenals. purche.~ed for 
improvements and additions to its water sys~em. 

, .. 
c. ~2;),9~ .• 49' to bo expended by the trustee under the com-

pany's proposed mortgage t~ reimburse the trea~u~ 

tor improvements and addition:::. to the water system. 

made, and to be made, subce~uent to December 31,1927. 
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Tho Carden~ Valle7 ~ater Company asks pe~zsion to issue and 

sell ~t par ~30,000.OO o~ its seven percent pr0te~d stock and use' 

the proceeds for the tollowing purpcsas;-

a. $27,500.00 to be used in paymen~ or a portion. ot· the 

obligation incurred by.Loz lngeles county ~at¢r Works 
, 

for additions and improvements to its water zyste~ 

which obligations on December 31, 1927, amounted to 

:::26,.502.39. 

'b. To pay- orge:a.1zat10%l. eXpenses not exceeding $2,.500.00. 

The $64,500.00 of common stock which the Cardena Valley aater 

Company asks permission to 1csue will 'be. delivered to. the Los Angele::: 

County ~ater ~orks in payment tor its properties. 

By DeciSion No. 1"'9:0:05 dated November 4, 192'7, in APplication 

No. 13914,. the Comr:U.ss1on denied the rl9quest 01: the Cercle:cA 'Valley 

~~e.ter CO::lP~Y to 1ssue !~125·,OOO.OO of six and one halt" p~rcen~ 

twenty yee:r bonds, ~30 ,000 .00 0'£ seven pa=cent cumulllt·ive preferred 

stock and $85,.000 .• 00 of common stock. Since: then the coml?any'r S 
.. 

ea.-nings have cont~ued to increaca and, as indicated hereln, ~he 
reo..uests. tor permission to issue securities ha.ve 'be~n mod1t1ed. 

The company now o.sks authority to issue six percent. bonds instead 

of six and on~ half percent and $64,500 .• 00 of common stock instead ot 

$65,000.00 of common stock. If the stock and bonds which the Gar-

dene. Valley Water company noVl' asks l'ormission to iszue had been out-

standing during 1927 the co~any would have earned the. equivalent 

0: about nine percent on tho $64,500.00 ot common stock. 

The Gardena 'Valley We. tel" com,any 3.s1~:; pOl"lllission to cx"cut" 

a ::lOrt.sage and/or deed. ot tru:st to secure the payment ot a 1'=0 sent~ 

autho=1zed bon~ 1szue o! ~500~000.OO. It ~ererz to the ,ro~osed 

mortgage e:nd/or dee:d ot t!'ttst wllicb. it 1'11ed in 11.1'p·l1cat1on No .. 

13914. The instrument tiled in that ~roceod1ng does not con:o~ 

with the bonds which the company now ask~ permiss1~ to issue. That 
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instrument is also incomplet.e i:c. that it o.ooz- not zhov: the da.te 

on which it proposes to cxecut.e the' z~c; the date on which the 

'bonds of the COr:lr>any 'I.'JZ.'1 "00 I".:;:doemed;retcrs to the expenditure of 

;'onc. proceeds :Cor :pur:pozes othor theil those indicated in the ap-

p11c~~10n now betore the Commission and does not show the date on 

7i'll1ch tho co:mpc.r.y will. oe rcq,ui:::ed to me.l~e Sinking tuna. payments. 

In view o:t this zituatio:J.., we believe that berore the aut.hority 

herein granted to izsue bonds becomes effective.,. the ca.=dena Val-

ley 'iio.ter Compo.nyShould ~ile with the Comm1ssion a revised copy 

of its p:::opo·sed· mortgage ane. be authorizeo. to e~ecu.t& such instru-

ment. 

o R D E R 

Los Aneeles county Water ":[orkS having applied t.o tho 

Railroad' COmmission. :Cor permiss1on. to sell. its properties to the Oa.r­

de::la Valley- Water company and to cliscontinue pu.bllc utilitY' ser-

vice., anel. Card.ona. Valley Water CO!ll:?MY lla~ng asked perm1ssion to 

purchase such properties and to a~zume public utility zerVice; to 

execute a mortgage end/o~ deed 01' t~st and to isZtte ~12S,OOO.OO 

0::: zi~ percent twe!lt~ year bonds> $30,000 .. 00 or seven percent cu:mu-

lat1ve preferred stock c.nd ~64,,500.00· ot CoDltlon stock,. and the 

commission 'being 01' the opin1on that. thi s is a matter in which a 

public hearing is not necessary and that the issue 0'1: the 'bonds 

and ztock herein a.uthorized is reazona.bly.- required 'by cardona 

Valley iiater company. and. that the eApenditu.""'es a:-e not in whole 

or in part roazona'b.ly chargeable to o,erat.illg exponsez or to 1n-

com& an~ that this application should be granted as he:-e1~ pro­

vided,. therefore.,. 
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r: IS EREE! ORDEPSD o.s follows;-

1. Los Angeles County ~ater ~orks may, attar the etrect1ve 

date 01" the authority herein granted and on or betore Octobo~ 1, 

1928,~ sell ;all:ot its :properties to the Cardena Valley Wator Company, 

which company is hereby authorized to acquire the same~ said proper-

tie.s being more particula.rly described in Exh1bit No. ~ tiled in 

Application No. 139l4. Upon the purche..se of said pro;perties by 

the Gardene. Valley Water Company and the assumption or the public 

utility service by caid compony~ the Los Angeles County ~~er r.orks 
may discontinue its public utility service. 

2.. The Gardena Valley We. ter Company may ~ after the effective-

date ot the authority herein granted, and on or before October 1, 

192e~ issue :~125,000.00 ot six percent. tVlonty yee: first mortgage 

bonds, $30,000.00 of seven percent cumulat1.ve preterred stOCk, end. 

$64~500.00 or co~on stock. The bonds shall be sold tor not less 
than 91.8357' percent or their tace value and accrued interest and 

the proceeds, other than accrued interest amounting to not less than 

$114~7S4.02., zball be used tor the tollowi:g purposesj-

. a. ~40,.OOO.OO to pay- tho present outstanding 'bonded debt 
ot Los Angeles County 7:ater Works amounti:ag 
to $40~OOO.OO. 

b. 

e. 

to pay notes aggreGating the same emotmt and 
issued by Los Angeles County Water ~orks to 
obtain funds to pay tor the cost of~materio.l$ 
purchased tor ~rove~nts and additions to 
its water syst&m. 

to be expendad 'by the truste~ under tha com-
pany" s proposed mortgo.ge- to reimburse tho 
trea~~ry tor 1m~rove~nt$ and a~ditions to 
the wate~ syst~~made, and t~ 'bo made~ subse-
qu6nt to December 31, 1927. 

'!.'he preterred stock shall 'be sold tor not less tho.n :pe.r 

and ¢2:7,500.00 ot the pro'ceeds used to pay indebtedness incurred 

by Los Angeles County Water Works tor add1tions and ~rovements to 

:tts water syste:m. and ~"2:,50Q;.Oo. to pe.y organization oxpenses. The" 
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;:;64,.500, .. 00 of: cOlllI:.On stock :;halJ. 'be d.elivered 'by the Cri.1rdena Valley 
.. ' 

'7:ater Company- at par to the Los Angeles County Water tTorks b payment i 

for its ,roporties. The accrued interest may be used for gener~l 

3. T~e Iluthori ty herein sra.nted will. become ottective when 

Ca~ena Valley Water Company has paid the tee prescribed 07 section 

57 or the Public Utilities Act~ which tee is $125.00~ and when tho 

Co~ssion has aut~orize~ said company to execute ~ mortgage and/~ 

deed of trust to secure the payment ot the bonds herein authorized 
to be issued. 

4. APplicant shall kee.p such record ot the 1zsue, sale and. 

delive.:ry of the sto·ck and oonds herein authorized and or the disposi-

tion ot the proceed~ as will enable it to tile, on or before the 25th 

day of each month~ a verified. reportp as re~uired by the P~11road . 

Comm1ss10n~s General Order No. 24~ which order, insofar as applicable, 
is made c:. part of this order. 

5. Within sixty d~s atter the transter ot the properties 

here~ authorized, Gardena Valley Wa:er Company shal~ tile ~ c0rt1t1ed 

co~-:r of the deed.. und~r which it acquires title to said :properties~also­

a stateme~t showing the date when it acquired the $~e. 

!l.A.TED at San FranCiSCO, California, this . 13 d d~y ot 

April, 1928. 4<~ 
@.LA ..... uy: 
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