Decision -No.

DAFORE TEE RAILROAD COMISSION OF THE STATE OF CALIFORNIA

Tn the Matter of the Application of
L05 ANGELES AND SUBURBAN WATZR COMPANY,
s corporation, for authority Yo issue
ctock.

n No. L4779

In the Natter of the Application of
Z0S ANCZLES AND SUBLM WATEZR COMPANY,
a corporation, ALRTESIA WATER CO.@AIW >
a co-partnershlp, and INGLIWOOD WATZR
COMPANY, a corworation, for an order
authorizing said Los Angeles and .Subur-
ban Water Company to buy, and said Ar-
eslia Water Company and salid Inglewood
“’ater Company, recepectively, ©o sell
certain pudlic ut.s,liw prope,. ties.

Application No. L4780
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U
In tho Matter of the A.mlice.tion or
Application: I\IQ. 1478L

LOS ANSZIIS AND SUEURBAN VATER COM=-
PANY, & corporation, to purchasze and
hold the caplital stocxk of ce::'tain; other
nublic utilitie.a..

N Y e e T T et NP T N e P N N T - s N,

OrXelveny, Tuller & lyers, by VW.W.Clery and Xent Allen,
for Los Angeles and sudurban Vater Compeny,
Z. #Z. Breidt, for Tujunge Chambex of Commorce,
John E. K.no.&,. for coxrtalx water usexs of Tujunge,
T. e Einshaw, Denu‘cy Civy Attorney, Lfor Departxent
of Vater and bower, City of Los A.nvele..,
provestant.

-

BY TEE COMIISSION:

PINTON

In uhe..-,e Three n*oceeda.ng.» the Rallroed Comnlzsion 1z
asiked to moke ito order euthorlzing Artesla Tater company and
Inglewood Wa.,e:r Compeny to transfer water n*ovperties to Los .A.nseles
and Suburbdan “’ato" Company and. au'chom.zing Pt} A.ngele.. and Subur-
ban Water Company to. acguire such properties and, ir addition, to

 acquire and hold the capitel stock of Bell Water_ Compeny, 'ICLaremon'fc |




Domestic Water Company, Hollydale Water Company, Faines canyon'

Vater Company and Loz sngeles Weter Service Company, and to Lscue
5L1.502,600.00 of 1ts common cepital stock.

The applications show that Loz Angeles and Suburven Water
Company 1s a corporation organized on or about Mpy 3, 1$28, undexr.
the laws of the State of Callfornia for tze puxpose, nrimarily, ol
acquiring and operating public utility water vroperties. It now
seexs t0 acquire the properties comprising two "wa.ter systeﬁs a:'xd,,,

he stock of five other water companies- and‘ ‘chroush such acquiszsi-

"tlom to concolidate the operetions of the ceven utilitiec under
one menagement &nd control. The seven companies referﬁ:ed ‘30‘
operate in Los A.ﬁgeles Cownty and, according to the te..‘cimony
“herein, supply about 12,137 consumers with water. -

It appears that the purchasing company,has made arrange-
ments Yo buy the properties of the Artesia Water Cbmpany' Tor
$k7,000.00 and those of Ingleﬁood Water Company for §120,000.00.
In both cases the propertics are to be transferred free and clear
ol indebtednezs. It has mede arrangements to purt:hasc: 3%ock of
the other rive.com:banies as Tollows;~

1. ALl of the outstanding stock of Loz Angeles Watex Sex~-
vice Company, to~wit, 2505 shares ($250,500. par value) for the
price of £100. a share. | | |

2. At least sevé_nty percent of the outstanding stock of
Clarcmont Domestic Water COmpany(WO 000 cherez of the total par
value of $100,000.) Tor the price of $13. = share.

3. At least 826.32 shoares of the Dar valuwe of {25. each,

L the outstanding stock Of Bell Water Company at the price o.r;'
£100. a shaxe for 773.& shares and of $90. a chare for 53 shares.
(1240 shares now ou‘cs‘canding) -

4. A4lLl of the out s’canding stock of Hollydele Tater c:ompuny,

To~wit, 612 .,hare- (,»,sz.,zoas. par valua) ro" the total purcha.e )

orice of ,,20 OOO 00.

.




S« AT lozzt 72.5 percent of the outstanding stock of
Zaines Ca.nyon Tater coﬁpany(looo chares of the total par value of
$100,000.) for the price of 470. a share.

Altho{ng; arrangonents have been made in soms ceses to '
acquire only a part of the outstanding stock, Los Angeles end Su-.
burben Vater Company reports that it stends ready to acquire the re-
malinder upon vhe same terms and it iz seid that the holders o:‘addi-'
tlomel emounts have agreed to sell thelr stock. It believes that
it will b eble to purchace ell of the stock. It eppears that
upon acounirirg e.il"the oﬁtstanding stock of the several companies,
Los Angeles and Suburbaxm Water Company »roposes to cause tﬁe tTans-
Texr %o 4% of the physicel properties of such corporations.

The total cost of acquiring all the outstanding stock of
the rive'compa.nies is reported at $590,500. In additiom, wpon ;ob-
vaining contnol of the fiva corporé‘cions, applicant prépo:es t0 reo-
deem certein note and bond indebiedness now existing sgeinst these
propexties. | The Indebdtedness to be redeomed ond the eamounts neces- '
saxy are a8 Tollows;~ o

Amount Anount reguired -
Oblization ‘ Cutstanding to redeen -

Bell Watex Co.-Notes $15,500.00 - ©15,500.00
Claremont Domestic Water Co. .
Lirst mortgage 65 due 1954 62,500..00 64,375.00
Zalines Canyon Water Co. firzt mort-~
gage 78 and 6-1/2s due 1943 = 148,000.00 2,440.00
Los Angeles Water Service Co. first o .
mortgage 6~1/2z duc 1945 377,500.00 3386,937.50

DOLALS e eanesnnnnsnnds £60F,500.00 2619,252.50

Tho total cost to Los Angeles and Subdurban Tater Compeny
of acquiring the properties of the two companies and all of the stock
of the othér Tive and of retiring the bond and note indebtednesa, as
abdvre, is reported at $i,‘346,752.50.‘ Applicants heve filed as
. s .




Teomh

Szainit AT In Application Neo. 14772, a xreport preparﬁd by Hecsxins
and Sells, certified public accountants, based upon ax examination |
of the records of the present operators, showing a ‘cota.l"repormd
investment in Tixed capital of $1,751,089.10 end net investment,
after deducting depreciation, of &L, 326,6-29',.02.. Tae amountc agreed
T0 be paid by Los A.ﬁgele's a.izd Suburban Water Company comparod with
The reported book costs of the probérties appear;beiow;-

Book c:o t =

Tl : & Ireserve
Purchage : @ : fox
ropexty . Price s 2 Total : Denrecliation .
.a.rte..m vater company I L72,000.0035.  :26,460.80:% 26,4950.80
- Inglewood Water Company . 120,008.00:2. 142:,412.89. , 77,644.80
‘Bell Water Compeny,including : , : ‘
Turner Water System : :
3tock=£120,000. : :
Notes=._15,8500e 135,500 OG: 172,082.342 124,619.25
Clarenmont Dom.wWator Comnany : - : L
Stock~ 1%0,000. : . L
Bonds~ _64,375. 194,375.00: 207,125.32:2 182,749.32
Feines Canyon Water Coa < - ‘ S
' tocx- 70,000. : :
Bonds= ,-1522' 440. 222,440.00: 297,411.60: 263,087.3%
Hollydealo Yavter Compeny : : ‘ ,
Stock 20,000.00: '70,823.'74: _ 64,082.3C
Los Angeles Vatexr Service Co. E :
T sgock 250,500. . : : ,
© - Bonds 386, 9:’»'7.50 857,437 50: 824, 802.41. £78,015.19

POTALE amaceennenn  BL,345,752.502 m; 751,089.10: 21 .326,629.01

John C. Rath, president of Los ingeles and Suburban Tater
Compeny and on ene;i.nee:_ by profes ion,-tcst:!.“i’ed."aha‘c' he hed nmade an - "
e:cc.minauion of the »roperties involved in these n*oceed.mg:. u.nd 'cha:"r
i hi° oplnion uh@ historical costs S5 less depreclation, of the phy- -
sical »roporties, aggregated :;;;1,485,000.‘00.
1os mselev: and Suburben ‘;&’gter cCompany proposes ‘cé “issue
ané sell at par for ca.m '33.',503 "‘"66:.00 of 1tz common canital ‘stock

to fipence tho cost of acquirmg tho water n*o*oerticz.. and - cap.'x.ta.l
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stock and for other purposes, &z follows;-

To pay for proporties of Arteslia Vater Company and
_nglewooi Ylater Company . . 5L87,000.00
70 pay foxr all the outstandine; ..toclc o:’.’ Bell “Iater
company, Cleremont Donwestic Water comnanj,
Toines Canyon Vater Compeny, Xollydale Vater
Company and Los Angeles VWater Service COmpany' 590,500.00
nay cnd redeem bonds and NOVeS 4+ 4 4 4 - . 4 w s 619,252.50

Sub~t0Talaccscesccsnnsenscnnnne Plyodb,702.50
Doy Tor Zuprovemonts and bhetverments . . . . . 70,4S8.00
provide worklng cepitel . . . . & « . ¢ o . . - 40,000.00
DAY COMTIBSLONS ¢ o o o o. 5 o o « o s o s o o 19,850.00
DAY orRanizaltion eXPeNS8S . . ¢ . s 4 e = o« = . 25,000.00

Total...-.. L B B B AR ..-... .. &I,so‘z,ogo;.so'

In addition it asks permizsiom vo legcue Live chaxes of

ctock of the aggregaté par valne of $500.00 to itz directors.

| Iz general, we are familfax with the properties imvolved
in these amlica..ion.., as each of The u‘tili}.ties heretvofore he'.mﬂ-f';-‘been
before ws in rormal proceedings. It eppears TO0 ws that we can at
this time authorizo Los Angeles and Suburban watex Cbmpany' to lcoue
£1,372,700.00 and use the procoeeds from the sale of the stock to £1-
nance the cost of acquiring the verlous stocks and properties and to
retire the outstanding bond and note indebtednoss sad provide 25,000
for working capital. We have not, however, been furnished witk |
sufficient Inlformation on which we can ba:—;é an ordexr at tals vime
authorizing vhe lcsue of the *emcunin stock.  VWhen é.pplice.n‘a,’ Loz
Angelaa and Suburban '"ater comperny hus filed the data reqﬁeste& 2t

tee hearing, ve will .;,ive: ;.urme'- con..iclem tion Yo suthorizing tiae

» of additional stock. No evidence was submitted by nrotes..ant. -

» ropresontetives of CORIUMOrS.
02D ER

Lpplicetions heving doen filed with the Rellroad Comuission,
as set fortk in vhe Toregoing opiniom, & public hearing having beez
heia before Ixanminer Fﬁnkhau.se:cr and the Railroad Commission belng of

. .




the opiniox that the applicctions should be gran‘céd, a5 horeizn

srovided, and that the issue of $1,372,300.00 of stock is reas=
onedbly recuired at thic time Tor the »urposes cpecilied hereln,
and thet the expenéitures for such purposes are not, in whole ox

in pars, reasonebly chargeable to oporating exponse or to income,

I7 IS EESREBY ORDERED as follows;-—

1. C. C. Riclge.ﬁay and Pearl Ridgeway, co-pariners doling
business under the firm neme and sty;".c of irtesis Vater Company,
pay transfer vo Los Angeles and Suburben Vater COmpany foxr %17,000.,
tho properties deccribed in this egroement dated March 30, 1928,
ciled. as Txhibit "F™ in Application Xo. .'1.4780, subject to the terms
and c_ondition$ of said agreement.

2. Ingleviood Tater Company may transfer to Loc Angeles
and Sudburban Wuter Compeny Lor 4120,000.00 the propert‘ié‘s described
in she dgreemem': éated April I, 1928 filed as Exhivit "ET in Appli-
cation No. 14780, sub-;jec‘c Yo vke tcm'zs 2néd conditions of soid ag:_-_yee-,‘
nent. | | | |

3. Tos Angoles and Suburben TWater Company may acquire tke

aforesail properties for the considerstion indlcated, provided that
’ .

sue tramsfer im each case be made frec and clear of indebtednoss.

4. Los Angeles and Suburvan VWater COmpa:ny' mey acguire and
wolé all %he outstending copital stock of Zell Water Compeny, Clare~
mon% Domestic Tater Company, Zaines ‘Canyon water cémp'e.ny'; Zollydale
Tater Company end Los Angeles Water Service COmpgny for 510 ‘pricos
set forth im the foregoing oplnlon, subject %o the terms and condi~
tions of the agrecmenss filed asz Exnibits ™4™, "3BTy "CN, | D" and
nzm in swplication No. 1478L. ” | o

5. Los A‘.ngeleé and Suburben Tater 'Compe.ny' way issue and

z01ll, for cash, at not less than pax, on or bvelore December 31,1928,

-l




£1,371,800.00 of L%c common cepital stock, end use the proceceds as

follows;— .
) mo pay for the propertles of Artesia Tater Cox-
nany and Inglewood Water Company, provided
 Yransfer bo made Lree and clear of inéebted-
D.GSS - ‘. - - - - - - - » - » - ' . . & . . - ':‘:0137’000'500

o pay for the outstanding capltal stock of
Zell Water Company, Claremont Domestic
Yater Coupany, Heinos Canyon Water Company, ! :
Hollydale Water Company and Loz Angeles , 1
Tater Service COMPARY « o o » ¢ - o o o e T 590,500.00

7o pay ané rodeem outstanding noses and bonds
of Zell Tater Company, Cleremont Domestic
Weter Company, Esincs Canyon Watel compeny
and Loz Angeles Tater Service Company . . . 619,252.50

TO PI’OVidQ Wor}.’.'.ing C&pi‘t&l e & o ® @ & o 2 = ' 25, OO0.00'

Totﬂlau\-.-.-..;.-........ 3 11571,752.50 ’

mhe remaining procceds and such portlon of the 31,371,752.50
not neceded Tor the above purposes ay ve wsed only Wwhen aathorized
by the Commission In supplemontel orders. .
6. Los Angéles and Suburban.ﬂatoé_company'may fgoue andfsc%l
Tor cash at not less than par on or befofevDecember 3L, 1928, $506u
of 1%ts common capital shock to the B wgons neied in 4%S irticles of
Incorporation end to use the proceéds fox,organiiation anéd iIncox-
poratlion €XpCnsesS.
7. Tho authority‘herein granted is subject to the following
conditions;-. -
a. The prices at which Los ingeles and Suburben Tater
Company 1z hersin authorized to aoquire‘stock'and,propertieék;hall
not‘héreafter bo'urged before thais Commlission oF other public‘bo&y

or court as & meacure of the value of said stock or properties for

_rate fixing or other purposes.




L)

0. Loz Angecles and Suburban Vater Compony shallﬁi‘ile:'wﬁ.‘ah-’
"’.:he Commiszziom 2 c¢copy of the entries by which it records_ on itﬁ: ‘ooék
of sceount the cost of acouisitiom of the aforesaid stock and pro-
pertiec and ‘ahereafter distributes such cost.

C. Arteslia Vater Company and Inglewood Vater Company, within
sixty daye alter . transferxing thelr properties to :.’..os“A.ﬁgele's and
Suburbé.n Water Company shall file with the Comhission. finencial re-
DoTts covering the period from Jenuery 1, 1528 %to the date of trans-
fer, such reports to be prepared on the regulaxr am:iuaf!. report Torzs
prescribed and provided by this Commission.

d. Within thirty days efter acquirin‘é the properties of
Artesia YWater Compeny and of Inglewood Water cdﬁ;pa.ny, Los Angeles |
and Suburbax Water Company shéll Tile cextified co;$~iés of the deed
of comveysree by which Lt received title to such propertiec end
shall et the seme %ime advise the Commisciom of the exé,c-t date upon
whﬁ.ch,it acquired pesseszion and control of much propeziftics. |

e. Los Angeles and Suburban Weter Compa:iy,,shall lceép such. '
record of The issue and sale of the stock herein e.u‘chofize&'and or
the dispositio# of %he pro-cee-cls,‘ as will eneble it to file, on or
bofore the 25th dé.y of each month, a verificd repoxt, as requirec’:_,._m . 1
by A'ché Railroéd. commisslon*s General Order No. 24, which order, L
insofer as applicadble, is mede a part of this ordex. .

. The suthorlity herein granted willk become offective upo:.lz‘
tre date hereof. | ‘

DATED a% San Trancisco, California, this mcﬂ.ay of July,
1928 ‘
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