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Declsion Lo.
BEFORE;TEE;QAIEROAD COMMIISSION OF THE STATE OF CALIFORNTL

Iz the Matter of the Application of

SAN GABRIEL VALLEY WATER SERVICE
t0 purchase, and Martin and Goold
Water Co. and J. M. Goold to soll,
certalin water producing and distri-
buting systems situated in tho vouaty
of Los Angeles, State of California;
and 2or authority of said San Gabriel
Valley Water Service to issue, zell
and deliver #100,000. principal amount
of its First. Mbrugage Bonds, and to
sell and deliver 7,000 shares of its
capital stock.

Application No. 21034
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Paul Overton Tor Sen Gabriel Valley Water Service.
Elbert Wolfred, for ?&rtinogngdGoold Tater Co. and
- J. X. Coold.

BY THE COMMISSION:

O2PINTION

In thié_proceeding‘the Commission is asxed to enter its ordor;

1. Authorizing Martin and Goold Water Co,‘and J. M. Goold
t0 sell their pudblic utility water systems doscribed'in,this appli-
cation to Sen Cabriel Valley Water Service; and | |

2. iuthorizing San Gadbriel Valley Weter Service o issue
$85,000. 5% tirst mortsage bonds end 7,000 shares of stock in payment
for said propert:QS' and

Se Autho:izins-San Gabriel Valley Water Ser%iqe %0 Llssue and

sell at not less than 92% of their face value and acerued inzerest,‘
¥15,000. of first mortgasé 5% bonds for ihe purpose of pdyins in‘part.
tor the edéitions exd betterments, sot rorth in Exhibit G filed in
~¥his proceediﬁg;\and ‘ | |

4. Authorizing Sen Cabriel Valley Water Service to execute a
mortgage or deed of ITust to secure the payment of itsbgﬁds.'

Sen Gadbriel Valley Water Service is a corporation'orgaﬁized
on ‘Fedruary 10, 1937 under the laws of Celifornia. It has anm
authorized stock isste of 50,000 sheres withoum;pgr‘vélue.

| Martin and’Goold‘ﬁater Co. is & corporatidp engaged as a




public utility in the operation of pubiic utility water plants sit-
uated in unincorporated territory near the City of El Monte in'Los.
Angeles County. J. M. Goold also operates public uzilitj'water
systems in the samé area.
Martin end Goold Water Co. report 950 consumers end 7. M.
Goold 154, meking a total of 1l04. Thelir operating revenues foxr 1936 -
are in Exhibit E roported at $18,700.09. It appears that they own
and operate 18 difforent watcf plants which at this time are not Inter-
connected. It Lis the purpose and intention of San Gabriel Valley
Water Service Lif it acquires the properties, to comsolidate the seme
and o furnish and supply & unified water service o dll customers end
consumers now served by the separate independent water systemS.
Zstimates o the value of the properties ©o be transferred
were submitted by Edwerd R. Bowen, = consﬁltiﬁg'engineererr applicants,
and by Paul Thelen, an assisfdnt‘engineer for the Commission.‘ Tae |
forzoer prepared his estimate on & reproduction cost mew baéis and the
latter on am historical cost mew basis. The two estimates may bde

summarized as Tollows:-

Bowen Thelen
\ - 1/L/37 - - 12/31/36
- ITEM ‘ (Exh.F) (Bxh.3)
Intangible values: N - T
~ Orgenization expense $1,000. - $1,150.
Water rights- | - 100.. -
Golng comcern - 10,000, -

. Total intangible values uil,100. ~5l,100.
Physical proverties: L R
geproduction cost $180,119. -

Acerued deprecistion 22,813.5‘
Eistorical cost S - 141, 125.

Accrued depreciation 20, OOO.
Balance-phys icailp*ope*ties *lbv 306. iIdI 125.

st

The,Commissioﬁ‘in a serios of decisions upon abplicationsm
similar to this, involéing ﬁhe transfer and recapitaelization or.pﬁblic
utility »roperties, has held that the amount of securities to Dde
icsued should ve prediceated upén the actual ¢ost, if known, or the
estimated nistorical cost less accrued depreciation, with land, how-
ever, at the current merket value. It bes stated further that it
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doos not consider estinmated reproduction CO5T values 20T allowanbcs
for goling concerr as proper dases to be used in determiniﬁg the
amount of securities to be authorized. . |
In tho preseat case there is nothing in the record o wérranx
the Commission in departing from its past practices. Tho order
herein accbrdingly'will suthorize the purchaéing corporatibn $0 izsue
its stock and bonds in an amount based upon Mr. Thelen's'hisﬁorical
cost estimaves, which are the only ones of Tocord iﬁ.the~proceéding.
Lpplicents reoport, however, that thero arc outstanding on the books
0f the present operators domations ir aid of comstruction in the
amount of $1€,172.30 which are refundable in whole or in part and
walca will'be ‘eken over by the purcheser in acquiring the water PLoO=-
periies.\ |
Congidering this liability to be set up on the books of the
translereer it would zppear that the highest amount which the Commise
sion could recognize at this time for the purpose of this proceeding
would be approximately $105,000. Sen Gabriel Valley'WAter Service
therefore in acqﬁiring the properties of Martin and Goold Watexr Co.
and J. M. Goold mey issue not exceceding $65,000. of bonds, at par,
and‘léoo shares of stock, at £25. & share and assume the peyment of
donetions in ald of comstruction approximating $18,172. If for
dny reeson Sen Gabriel‘valley Water-sérvice dbes not acquire all of
the propertles referred to in said Exhibit 3, the amouwnt of bomds and
stock which it issues in payment for properties acquired chould de .
:educed proportionatel#. Applicants may determizme the face amount of
said ¥65,000. of bonds and the mumbor of shares of said 1600 shares
of stock waich Sen Cabricl Velloy Water Service will issue to Martinm
and CGoold Tater Co. and the amount of sald bonds and the number of
sald chares of stock which Sén Gabfiel Velley Weter Service will issuo
to J. M.‘Goold. |
| San GabriolIValley'Water_Service‘intends to expend about

$34,100. for additions end bYotterments. Ixhibit G shows the purposes
| . |




for which that sum will be expended. In gemeral the expenditures
will be inmcurred +*o inter-commect some of the water systems, TO
drill a new well, tO construct a storage reservolr, to install &
new steel tank and ley new pipe. Thé proposed improvements 1t is
sald would olizinate twelve of the present twenty pumping plents,
excepting for stand-by service, would incroase the pressure 4o a
aipnimum of fifty pounds, now about 30 pounds, and meke the installe-
tion of fire hydrents poésible. It is estimatéd that the power
consqmptién would be decroased about 40%. To pay in part for trhese
improvements San Gadriel Valley Water Service asks permission to
issue $15,000. face emount of its first mortgage bonds. It asks
authority £to sell the bonds at Dot less than 92% of their :acelvalue
and accrued interest. Wo think the bonds should be s0ld for not
less than 95% of their face value and aoccrued interest.

There has been Tiled in this proceeding & copy (Exhibit G)
or the proposed indenture which San Cabriel Velley Water Service
desmres'to execute for the purpose of securing the payment of its
£irst mortgage bonds. Wé have reviewed such indenmture and find the
same o be in satisfactory form except inm two particulars. We believe
the indenture should be modified so thet in the event of default the
lien of <he indenture should attach %o all of the compeny's properﬁies,
reel, personmal or mixed, whickh it owned'ét ﬁhe tine thg,déraulp occurs.
Ve fﬁ:ther velieve taat ATticle 12 of the indenture should‘be amonded
go that the comsent of the holders of at leést 75% -of the bonds out~

obta ined- '
stending must be oconced to meke effective any of the amendmentu menr

tioned in sald Article 1l2.
ORDER

The Cormission neving been asked to enter itz order =as

dicated in the foregoing opinion, a public hcaring having been held

before uxaminer ankhauser and the Commission bcing of the opinion




tat this application shbuld be granted as herein provided, that <he

money, proocrty or labor to de procured or palid for by the issue of
$80,000 of first mortgage 5% bonds and 1600 shares of common 3tock
by San Gabriel Valley Water Service is reasonably required for +the pﬁr-
‘poces herein stated end that the expenditures rér such purposes are not
iz whole or in part reaeonably chargeable to operating expenses or‘to
income, vhererore,

IT IS HERZBY ORDERED as follows:=-

1.  Martin and Goold Water Co. may, after the effective date
bereof end prior to iugust 1, 1937, transfer to Sen Gebriel Velloy Weter
Cémpany the éréperties described in Zxhibvit B filed in this proceeding;

2. Ja Me Goold and IZ¢ith M. Coold, husbhand and wire, maw, arter
the effective date hereor and prior to August 1, 1937 transfer to San
Gebriel Valley‘Water Service, the properties deseribved in Bxhibit C
filed in this proceeding. , | ’ |

3. San Gabriel Valley ”ater Service mey, after the erféctive date
hereof and prior 1o Augus* l 1937, execute an indenture oubstanxially
in the Seme rorm as the indenture filed in this proceed*ng ag Exhibit G,
&s amoended by Exhibit 1, provided said indenture is modified, as indi-
cated In the foregoing opinion; and provided further that tho authority
berein granted iz rfor the purpose of this broceeding only and is granted
only imsofar as this Commission has jurisdiction dnder the terms of the
Public Utilities Act, and is mot intended as am approval of said inden-
ture’as to such other legal requirements to which it may ve subject.

4. Sen Gadbriel Valley Water Sorvice may, arter the effective
date hereof and yrior to August 1, 1937, issve in peyment for the pro-
perties described in seld Exhibits B and C not exceeding 365,000. of
its first mortgage 5% bonds due March L, 1957, and not exceoding 1600
shares of its'cémmon capitel stock. |

4.
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S. Sax Gabriel Valley Water Service»may'arter the offective
date hereof and prior to December l’ 1937, Lssue at not less than
95% of theixr race value and acerued interest, 415,000, of its first
mortgege 5% vonds due Yerch 1, 1957 for the pu:pose of pay;ng in
part thé cost of ohe additions, betferments and improvements listed
in Bxhidit G filed ia this proceeding. |

6. The authority herein grented will become effective whex
Saxn Gabriellvalle&‘Water Service has paild the fee prescribed by
Section 57 of tho Pudlic Utilitles Act, which fee is Eighty(%$80.)
Dollars and has filed with the Commigsion two certified copies of
its indenture securing the payment of the bonds héfein authorized\to
50 executed.

7. Mithin thirty(30) days after the transfer of the proporties
herein authorized San Cadriel Valléy Water Service shall file with
the Rallroed Commission a true and corroctrcopy of each.or overy
insﬁfument of’c@nveyance undexr whick it has acquired and holds title
to the aforesald properties. |

8. Sen Gabriel Valley Water Service shall keep such record of
the issue, sele and delivery of the bonds and stock herein euthorized
snd of the disposition of the proceeds as will emable it to file on
or before the 25th day of each month a verified report, as reculired
by the Rallroad Commission's Gemeral Order Nb. 24, which order insofar

applicable, iz medo a part of thic order.

9. This applicetion imsofar es it involves the issuc of $20,000.
Tace amount of bonds and 5400 shares of stock be emd the same is hereby <
aismissed witﬁout prejudice.

DATED et San Francisco, Califoraie, this 2 ‘zday ot
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Commizsioners




