
Decision No. 

BEFORE TEE Ro..ItROAD comassloN OF T:a:E STATE OF CALIFORNIA. 

In the ¥~tter of the Application ot ) 
SP.N G.A-BRIEL V.tJ.:L:.-y ~1~TER SERVICE to ) 
purchase and E. H. McEANN' a.nd. J' .X. ] 
LAYCOOK, a co-partner~hip do1ng bus1-} 
ness under tho name of McHhNN & LAY- ) 
COOK DOMESTIC ~~~~ SYSTEM to sell ) 
a certain public utility water sys- ) 
tem situated in tho County ot Los ) 
Angeles, State of California; ) 

and ot ) 
$.AN GABRIEL VJJ.:I.Z'i'11AT'ZR SERVICE, a ) 
corporation, to purchase an~ INDIO ) 
WA-~ COMPANY, LTD •• a corporation, ) 
to soll all ot its public utility ) 
water system 31 tuated in the County ) 
of Riverside, State of C~litornia ) 

end of ) 
SAJ."'q GABRIEL VAJ.:!.:J.:Y WATEJR S:E!RVICE ) 
to issue, sell and deliver $120,000. ) 
principal amount of its First Mort- ) 
gage Bonds, and to issue and deliver ) 
1200 shares ot its capital stock in ) 
payment tor said properties. ) 

Application No. 21250 

Paul Overton, tor San Gabriel Valley Water 
Service. 

BY TEE COMMISSION: --
OPINION 

This is an application for an order of the Railroad Commission 
as tollows:-

1. Authorizing E. H. McHann and J.E.Leycook, co-partners doing 

'bu.siness under the tirm name end style of McRann 8e Laycook Domestic 
Water System, to sell a portion ot their public utility water proper-
ties to San Gabriel Valley Yiater Service, a corporation; 

2. Authorizing Indio Water Company, Ltd. to sell allot its 
public utility water properties to San Gabriel Valley Water Sorvice; 

3. Authorizing San Gabriel Valley Water Service to issue $120,000. 
principal amount or its First Mortgage Bonds, Series ot 1957, 5%, and 

1120(1)shares ot its common stock without-pa~ v.alue to finance the cost 

(I) The corporation originally aSKea ror pormission to issue 1200 shares 
ot stock but at the hearing on July 8, 1937 by verbal amendment 
reduced the amount to 1120 shares. 
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or said propert1es or E.H.MoHann and l.E.Laycook and of Ind10 Water 

Company, Ltd., and of additions, betterments and improvements. 

4. Granting to San Gabriel Valley Water Service a certiticate 
ot public convenience and necessity to supply water in that part ot 

the County of Loz Angeles shown on a map marked Exhibit "2" tiled in 
this prooeeding. 

Public hearings in the matter were held betore Examiner W.R. 

Wil11e.:ns in Los Angelos on July 8, 1939 e::ld. July 13, 1937. On the 

latter date it was taken under submission. 

San Gabriel Valley ':later Servioe is a corpor~ltion organized 

under the laws ot the State or California on or about February 10, 

1937 with an authorized oapital stook of 50,000 shares all of one 

class and without par value. Heretotore, by Decision No. 29687, 

dated April 20, 1937, as amended by Decision No. 29767, dated May 17, 

1937, in A~p11cation No. 21034, it was authorized to execute a trust 

indenture and to issue $65,000. of bonds, similar to those now pro-

posed to be issued, ~d 1600 shares ot stock at :~25. a share to pay 

tor the water properties ot ~,re.rtin and. Goold We. tel' Co., a corpora .. 

tion, and or J. Yo. Goold, located in unincorporated territory in the 

County of Los Angeles near the City or El Monte. It was also auth-
orized to issue and sell in addition ~15,OOO. or bonds at not less 
than 9~% or race value plus accrued interest to finance the cost of 

additions, cetterment5 ~d improvements to the properties to be 

acquired.. 

The record in the present proceeding shows that San Gabriel 

Valley Water Service acquired the properties or W~t1n and 00014 

~'rater Co. a:ld 0-: J .M.Goold as ot W..ay 1, 1957, issued the ~65,OOO. 

or bonds and 1600 shares ot stock in payment and expended tor im-

provements, additions and betterments to said properties up to 

June 30, 1937 the sum ot ~20,058.15. The record further shows that 

the compe.ny in order to .extend and enlarge its operations, has made 
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arrangements to pUl'chase water properties of E. H. MeEann and J .E. 

Laycook located near those heretofore aequired by it, and also the 

properties of !:I.dio Water Company, Ltd. 

There was tiled with the application co~1es of the agreements 
~or t!lo 8&10 o"r the::te properties whioh provided tor a totQ.l COll-

sideratiou of ~90.000. taoe value ot bonds an~ 1200 shares ot no par 

value common stock, transfer in each case to be made tree and clear 
ot 1ndobtedness and enc~branoes exoept about $6,~OO. ot consumers' 

advances tor construction now outstanding against the McHann and Lay-

cook system. At the hearing on ;uly 6th, however, it was reported 
that the agreements had been modified and that it was now planned to 

pay the sum of $113,293. in cash for the properties now proposed to 

be transferred and to obtain the :t'Unds primarily tbrough the sale or 

1120 shares ot stock at ~25. a share and $85,000. race value ot the 

~120,OOO. of bonds covered by the application at 90% of ~ace value. 
At the hearing had on July 8th R. H. Nicholson amended Ex-

hibit "F" and as ~ended, it shows the following:-

Estimated historical cost of properties: 
McEann &: Laycook: Domestic Water System 
Indio Water Company, Ltd. 

Totel .•.•......••• 

Estimated historical cost less accrued 
depreciation: 

~.1cHan.n &: laycook Domestic Water System 
Indio Water Company, Ltd. 

Total •.•••••....• 

$46,700. 
73,600. 

$120,::>00. 

$ 45,706. 
57,527. 

$lI~!29~. 

The exhibit as originally tiled Showed a historical cost 

depreciated ot $49,566. for the McEann & Laycook properties and 

$69,929. tor t~e Indio Water Company, Ltd. properties, or a total' 
or $119,495. 

In su~port of the request to transfer the two properties as 

now proposed, Mr. Nicholson, the presi~ent ot San Gabriel Valley Wator 

Service, testified that the acqu1~1tion ot the McEann & Laycook system 

ex.o. its interconnection vlith the corporation's present properties 
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would permit the plac1ng of a storage reservoir at a higher elevation 

than is now possible, thereby increasing the water pressure and im-

proving the service to the present consumers. His '~t:5timony indicates 

tbat with the placing ot these properties and those ot Indio Water Com-

pany, Ltd.(2)under the ownership of San Gabriel Valley WQter Service, 

the cost of addit10ns and improvements should be more readily financed. 

The record shows that a construction program now is ccn~emplated call- I 

ing for the expendi ture ot~~62, 000. as to1lows:-

1. 

2. 

For the Indio syste=: 
500,000 gallon concrete storage reserv01r 
100,000 gallon steel reservoir on 100' 

steel tower 
b,300 tect 4" welded pipe 

240 meters and boxes 
Gasoline engine standby booster unit 

Total •••••• 
For the Los Angeles County system: 

100,000 gallon steel tank on 100' 
tower 

Land. 
Pumping eq,uipment 
Otfice building 
100 meters and boxes 
100 services 
Distribution mains 

Total ••••••• 

$6,500. 

12,500. 
2,800. 
4,000. 
1,000. 

$26,800. 

$12,000. 
1,000. 
4,000. 
5,000. 
1,200. 
2,000. 

10)000. 
$35,200. 

It appears that the company has made tentative arrangements to 

issue ~d sell at 90, the ~120,000. of bonds covered by this application 

to finance in part the cost of the two systems and ot the additions, 

betterments and improvements. 

The acquisition of the two water systems and the installation 

of the proposed improvements and additions, as here outlined, will thus 

cell for a total expen~iture ot $175,29.Z. The sale of the securities 

now applied tor, at the prices indicated, should yield the company 

$28,000. tor the stock and $106,000. tor the bonds, a total of $136,000., 

leaving a balance of $39,29:3. 1: .. hich, according to the testimony, will 

(2) ':rne outstano.ine; stock of Indio Water Company,Ltd. ($13,500. 
par value) is ovmed or controlled by R.H.Nicho1son. 
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be provided by unsecured advances on open account 1Tom the stockholders 

and from earnings. At the conclusion of the ~ropose~ financing, with 
the improvt1ments and additions installed, applicant will have outstanding 

~200,OOO. or fir3t mortgage 5~ bonds and 2720 shares of no par stock 

issued on the basis of ~25. a share or a total basis of ~68,OOO. resulting 

in a capital setup which, disresarding current assets and liabilit1es, may 

be stated as follows:-

E1storieal cost ot water systems, less accrued deprecia-
tion, as shown in Exhibit "F" as amended: 

San Gabriel Valley Water Service 
McEann & Laycook Domestic Water System 
Indio Water Company, Ltd. 

Additions to June 30, 19~7 
~oposed a~ditions and betterments 

Subtotal • • • • • • 
Discount on bonds • • • • • • • • • 

Total • • • • • • • • 

Bon~s- Face value 
Advances: E~ceos or expenditures of $20,ObS. prior to 

June 30, 1937 over proceeds rrom ~15,OOO. or 
bondS authorized by Dec. No. 29687 

Excess of proposed expenditures over proceods I~om 
~;120, 000. 0:' bonds applied tor 

Consumers' advancos 
Common stock 

Total. • • • • • 

;130,702. 
45~766. 
67,527. 
20,0.08. 
62,000. 

~p326 ,Oti~. 
12,750. 

f3S8,80~. 

$200,000. 

5,808. 
-39,293. 

24,000. 
68,000. 

!Ji3~7 ,lUI. 

The issue of ~200,OOO. or bonds under the ter.ms indicated will 

result in an annual interest charge of $10,000. and in amortization or 
bona ~iscount or ~7~0. According to the record in this proceeding 

the operating revenues or all the properties to be consolidated tor the 
12 months ending April ~O, 1937 were $4~,246.64 and the opereting ex~ 
pondes, excluding depreciation, were $19,497.46, leaving net revenue 
available tor depreciation and interest of $23,749.~6. Considering 
the above fixed. charges of $10,750. and depreciation annuities estimated 

by applicant at $4,70l.84 would leave a balance or $6,287.54 for other 
interest, including interest on depreciation reserve and for a return 
on stOCk. The reported expenses do not take into consideration anY'· 

savings that arc expected to accrue from the consolidation ot the 
properties. Our reference to said figures is not tantamount to a 
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• • 
finding that they are correct and not subject to adjustments in the 
event of a rate proceeding. 

It appears that San Gabriel Valley Water Service 1n operatiIlg 

the properties formerly owned. by Martin and Goold Water Co., :r. M. 

Goold and. McHann &. Laycook desires to have its service area and oper-

ati~ rights defined in one certificate or public convenience and 

necessity in lieu of those heretofore obtained by it or its predecessors. 

!t alleges in this connection that there appea~s to be an overlapping 

of service areas oovered by different certificates heretofore granted 

end to remove all doubt it has prepared and filed as Exhibit "2" a 

map showing the area it now serves ~d ~esires to serve in Los &~geles 
County. 

,As shown by Exhibit "2" it is proposed to extend the service 

area. ~~ile no public witnesses were called to testify to the need 

tor service by San Gabriel Valley Water Service in the area not now 

served by it, the record does show through the testimony ot R.3.Niehol-

son, that no public utility water company now is operating in ~he 

territory tor which a certiticate is requested by a~p11cant, that there 

have been demands to~ service by residents in said territory and that 

applicant is willing and able to extend its lines to meet sueh demands 

and to give water service in the entire territory in wbich it seeks to 

operate. No protest was made at the hearings to applicant's request. 

o R D E R 

The Railroad CommiSSion having been asked to make its order 

gr~ting a certificate ot publi~ convenience and necessity an~ author-

izing the transfer of properties and the issue ot stock and bonds, 

public hearings having been held ~d the Commission being or the opinion 
that the application should be granted, as herein provided, and that 

the money, property or labor to be procured or paid tor through the 

is~~e ot such stock and bonds is reasonably required tor the purposes 
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specified herein and that the expenditures for such purposes are not 

in whole or in part reasonably chargeable to operating expenses or to 

income, theretore, 

TEE RAILROAD C01~!ISSION OF THE STATE OF CALIFORNIA. BZREBY 

DZC~1ES that public convenience and necessity require San Gabriel 

'Valley Water Service to operate and maintain a water system tor the 

purpose of supplying water in that portion ot the County or Los An-
geles shown upon the map marked Exhibit "2" tiled at the hearing on 
this application on July 13, 1937, s&id portion of said county being 

the area shaded in blue upon said map, and 

IT IS HEREBY ORDERED as follo\lls:-

1. A certi'licate 01' public convenience and necessity is hereby 

granted to San Gabr1el Valley Water Service, a corporation, in accor-

dance with the foregoing declaration, said certificate being in lieu 

0: any and all other certific~tes heretofore granted to said San Gabriel 

Valley Water Service, Martin a.nd Goold Water Co., J. M. Goold and 

McRann &. Laycook Domestic Water System affecting said terri tory •. 

2. E. E. Mc3ann and J.E.Laycook, copartners dOing business under 

the firm name and style ot McHa.:m & Laycook Domestic Water System, end 

Indio Water Company, Ltd., a corporation, be and they hereby are author-

ized to sell and transfer their water properties referr~d to in this 

application, to San Gabriel Valley Water Service. 

3. San Gab:-iel Valley ":Jater Serv1ce be, and it hereby is, author-

ized on or before December 31, 1937 to issue and sell at not less than 

90% of their 'lace value plus accrued interest, ~120,OOO. or its First 

Mortgage Bonds, Series of 1957, 5%, and at not less than \?25. a share, 
1120 shares of its common stock without par value, and to use ~113,293. 
or the proceeds to pay tor the properties of McRann & Laycook Domestic 

Water System and of Indio Water Company, Ltd., herein authorized to be 
sold and transferred, and'to use the remaining proceeds to t1nanee the 

cost of the additions, betterments and improvements referred to in the 
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op1n1on preee~1ng th1~ or~er. 

4. San Gabriel Va~~eY' Water Sorvieo sl:l.all rile with the '::'om-

mission within 30 days after acquiring title to the properties herein 
authorized to be transferred, a copy or each deed or other instrument 

or conv~yance under which it holds title to said properties, and a 

statement sho~~ng the exact date upon which it acquired an~ cocmeneed· 
operating said properties. 

5. San Gabriel Valley·Water Sorvice shall keep such record of: 

the issue and sale of the stock and bon~s herein authorized and of the 
disposition or the proceeds as will enable it to tile, on or before 

the 25th day or each month, a verif'1ed. report, as required by the 

Railroad Commission's General Order No. 24-A, which order insotar as 
appli~able, is mad.e a po.rt of this order. 

S. The authority herein granted is not to be construed as an 

acceptance or finding of value of the properties herein authorized 
to be transferred tor any purpose other than the transfer herein 
authorized. 

7. The authority herein granted will become effective when 

San Gabriel Valley ~:;ater Senice has paid the tee prescribed by Sec-

tion 57 of the Public Utilities Act, which tee is One Hundred and 
Twenty.' $120.00) Dollars. 

8. San Gabriel Valley Water Service shall keep a separate set 

of subsidiary records tor its water system and operations in and about 
Indio ~d its syst~ and o~eration5 i~ toe J~geles County, such sub-

sidiary records to ~how, ~ong other things, the fixed capital, oper-
ating revetlUes and operating oxpenses for each of such systems, and 
shall tile vrith the COmmiSSion, it requested to do so, special annual 
reports tor each ot said systems. 

this /~ 


