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Decision. No.. _352335_ ‘:i" l w R B @B MAL

ey
BEFORE THE, RATLROAD COMMISSION OF THE STATE OF CALIFORNIA

g

u.\,

In the Matter af the Applzcation of

San Gabriel Valley Water .Company for
authorization to issue and deliver. -
2,880 shares of its stock in excha.nge

for all of the corporate assets and
assunption of all of ‘the liabilities of .
San Gabriel Valley Water Service; fobr'
authorization of Fontana.  Domestic Water
Company to wind up its affairs.and convey .
to said San Gabriel Valley Water Company, '
as its sole stockholder,.all of its, ’
corporate-assets subject to.all of its
liabilities; :and. for. authorization of "

San Gabriel Valley Water Company to.issue
and sell $600,000 principal value of its

Application
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Paul Overton, for opp;;oants.

BY THE.COMMISSION:

This application involves, aﬁopg_o@hg? tb;ngs{ the
transfer-of :the properties of San,Gabr;el Volloy,WatortSo;vi;e‘-
and the. properties.of Fontana Domestic, Water Company to’éan |
Gabriel.Valley Water.Company; .the issue by the,lat;or.ofnz,égp

shares. of stock and..$600,000 of.3-3/8 per cent first mortgage

25 year: bonds, and. the. execution of.a trust ip@entgro to secure
the. payment- of-the bonds.

San Gabriel. Valley Water, Service 1s a corporation

LIS

engaged in the production.and distribution of, water 1n the
vicintties of El Monte and Wnittier, Los Aageles Coun;y, and in
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Indio and vicinity in Riverside County., .= .
For 1944 the company reports.the following:operating . :
revenues:
El Monte District $100.403.98
Whittier. District. 15 876.86
Indio District.
Total - $14 NGER 81
By Decision No..38208, .dated.September 12, 1945, the’
Commission @uthorized. San Gabriel Valley Water Service 'to sell .
its properties situate in Indio.and vicinity to the. City iof Indio.
for $110,000. subject. to the adjustments mentioned.in the agree-' -
ment of sale. On the: same date, by Decision-No..38209, it '

authorizedthe: company to acquire, 4t a cost of. $3,800,. the:':

public Gtility water properties of Luisa'C. Lopez. * ..
As of December. 31, 1944, San.Gabriel-Valley Water:

Service reports assets and: liabilities. as follows: -

ASSEIS .

Fixed-Capital' . $655;940.48 .
Cash. and special deposits - R1,227,72 "~
Accounts receivable : ' 2,848.95 ..
Interest and dividends receivable 422.00.
0. S. Tax.Savings-Notes - 37,000,00 . °
Materials-and .supplies’ : 4 511.56 °
Prepayments. . ,; 4229 -
Total 4065.00 -

-
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Capital stock - 2,880 shares without
par value $ 72,793.00
First mortgage 4% bdonds, due
. May 1, 1966 - 291,000.00
Accounts payabdle 6,431.65
Interest accrued 1,940.00
Taxes accrued , 5,040.27
Consumers'! advances for construction 4,728.29
Donations in ald of construction T4,216.6T
Reserve for accrued depreciation 99,076.03
Provision for federal income tax 25,850.00
Corporate surplus unappropriated 147,989.09

Total liabilities 729,065 .00
Fontana Domestic‘Water Company is a corporation
engaged in selling water for domestic purposes in Fontana and
vicinity. For 1944 it reports operating revenues of $89,420.32.
Its assets and llabilities as of December 31, 1944, are reported

as follows:
ASSETS

Fixed Capital

750 shares of stock of Fontana Union
Water Company

Cash

Accounts receivable

Materials and supplies

Prepayments

Unameortized discount on securities
and expense

Other suspense

Construction work in progress

Total assets

$562,962.38

125,000.00
8,200.56
2,926.84
8,355.22.

479.28

6,697.16.
638.75.
—12.89

l d :IO
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 LLABILITIES

Capital stock - 2 OOO shares, par. value

sloo pexr ghare , .. $200,000.00

4% Note payable to Fontsna Union Water

- Company, due Ootober 1,
1960 172,000.00
Amount due Fontana Farms Company - 87,500.00
.- Accounts payable’ . 4,210.84
.Interest accrued 1, 1166.66
Taxes accrued. ' ; 3 418.56
~ Consumers' - -advances for construction 5,597.30
‘Donations .in:aid of construction . 53,496 71
Reserve for accrued depreciation . R05,347.92
Deficit . . -11;414;91,

- Total liabilitles L $715.323.08
William Stava, & Sen;or Engineer for. the Commission,

in Bxhibif'"é", shows the estinated_original cost of" the ‘proper-
”tieé‘of Fontana bomestic Water Company at,$594;94l;21, and the
\depreciation reserve requiremcnts at $131,745.88. The deprecia-
tion reserve requzrements are calculated on a 5 ‘per cent sinking
‘fund ba is. The 5594 941 21 includes $75,000 as representing
the current market value of the 750 shzres of Fontana Union ‘Water
Company stock owned by Fontana Domestic Water Company. This
’stock 1s said to have cost the company $125, 000."°
San Gabriel Valley Water Company 1s a corporatlon

organized on February 26 1945, under the laws of California.
It has an authorized stock issue of 5,000 shares without par
value. It asks permission to issue 2, 880 shares of its stock to
San Gabriel Vglley Water Serv1ce in exchange for-all- of the
corporate assets of that _company subject to-all of its indebted-
ness. The principal indebtedness of San Gabriel.Valley Water:
Company on May 31, 1945, consisted of $282,000 of 4 per cent
first mortgage bonds, due May 1, 1966. As will appearfhereeftér;
the new company intends to redeem these bonds. .

N Fontana Farms Company, which owns all of- the outstand-'
ing stock of Fontana Domestic Water Company, has agreed to-sell

_['“"
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such stock and 750 shares of stock of Fontana Unicn Water
Company to R. H. Nicholson for $96,000 in cash, subject to the
adjustments mentioned in the agreement (Exhibit "7") and the
assumption by him of the payment of SZSA,OOO of indebtedness.

R. d. Nicholson has agreed to sell the stock of Fontana Domestic
Water Company to Sgn Gabriel Valley Water Company for $96,000.
In effect, he will assign his interest In the agreement to the
company. Upon the acquisition of the stock of Fontana Domestic
Water Company by San Gabriel Valley Water Company, the latter will
cause the former corporation to be dissolved and its propérties
trans{erred to it.

To pay the indebtedness assumed by it, and for other
purposes, San Gabriel Valley Water Company asks permission to
issue at par $600,000 of first mortgage, 3~3/8 per cent sinking
fund bonds, Series A, due September 1, 1970. The bonds will be
sold to Occidéntal Life Insurance Company of California
($250,000) , Nortiwestern Mutual Life Insurance Company ($250,000),
and Lincola National Life ?nsurance-Company ($100,000). The
company intends to use the proceeds from the bonds for the
following purposes:

To pay bonds of San Gabriel Valley _
Water Service, approximately $256,100

To pay debts of Fontana Domestic
Water Company 254,000

To pay for stock of Fontana Domestic
Water Company 96,000

To pay expenses incident to this ,
application and bonrd issue 13,900

To construct and acquire additional

properties 50,000
Total $600,002
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The testimony shows in general that the company has
need for the $50,000. It should in & supplemental application
£{le with the Commission in more detail the specific purposes
for which it will expend the $50,000.

A copy of the proposed trust indenture securing the
payment of the bonds has been filed in This application as
Exhibit "1l". We have examined the same and find it in satis-
factory form.

Fontana Domestic Water Company obtains its entire water
supply from Fontana Union Viater Company through the ownership of
750 shares of stock of that company, together with such other
stock as has from time to time been loaned to the company. The
testimony shows that in order to have an adequate watef supply
it should own at least 500 additional éhares of Fontana Unlon
Water Company stock. As stated, the Fontana Farms Company, in
its agreement with R. H. Nickolson, agrees to deliver for the
consideration hereinbefore mentioned, not only the stock of
Fontana Donmestic Water Company but also 750 additional shures of
stock of Fontana Union Water Company.

R. E. Boyle, President of Fontana Farms Company,
testified that in his opinion the properties of Fontana Domestic
Water Company can be more economically operated and financed‘whén‘
consolidated with San Gabriel Valley Water Service properties
than they can indepencdently. The Farms.Company, which has per-
mitted its employees to do work for the Water Company on &
part-time basis, is in process of liguidation. As its staff 1is
decreased it will become necessary for the Water Company to
employ full-time employees, with the result that its operating

expenses will be increased.
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This decision does not authorize‘San“Gabriel;Valley
.Water: Company to chenge any rates which San Gabriel'ﬁalley'
Water Service or Fogtana Dozestic -Vater Cémpany now have on file
with ‘the Railroad Cdmmiss;on.

We will expect San Gabriel Valléy-Water‘Company; if it
acquires the.afo;esaid properties,'to=keep'its'books of account
in the manner prescribed by the Railroad Cormission.

The law provides ‘that the Commission shall. have 5o
power 'to authorize'fhe‘capitalization of certificates of .public
convenience and neCessizyldr'the':ighz'to owg,-oper&te or enjoy
such certificates of public coﬁvenience-and:necessity:in eXCcess
.of the amount .(exclusive of any tax or ‘annual charge) .actually
paid to the .State as ‘the consideration for the issuance of such
certificates of public convenience and necessity. |

‘The action taken ‘herein shéll not ‘be construed to be a
finding -of value for any purpose -other .than the proceeding hereln

involved.




A public hearing having beem held in the sbove entitled
matter before‘Exéminer fankhauser, and the Commission being of
the 6pinion thé; thé mppey; property or labor to be procured or
paid for through the issue of the stock and bonds herein author-
izéd by.S&n.GaBriel Valléy Water Company 1s feasonably required
for the 6urn3se° séatq§ in this order, and that such purposes,
except the pgy eut of accrued interest and bond issue expenses,
are ﬂot reubonablf cbargeable to operating expenses or to in-
come, and that tpi; gppl;cgt+on should be granted subject to the
provisions 6f this.ordér, therefore,

IT IS HSRESY ORDERED as follows:

l; San Ghoriel Valley Water Service may, after the
effective date hereof and on or before December 31, 1545, ex-
change all of its properties °ubject to. all of its 1*abilitie° ‘
for 2, 880 shares of stock with no par value of San Gabriel Valley
Water Companj, whlch shares of Stock said San Gabricl ‘Valley
Water Company n2y issu

2. San Gabriel Valley Water Company may, after the -
effective date hercof and on §r before. December 31, 1945, acquire
all of the oumsténding stéck of Fontana Domestic Water Company
at 2 Eost of £96, 000 and assune indeptedness of that company in
the amount of 9254,000

3. Fontzna Domestlc Viater Company may, after the’
effective date heregf and on or before December 31, 1945, trans-

fer dll'bf its assets subject to said indebtedness. to San Gabriel.
J ",

Valley Water Conmpany.

L. San Gabriel Valley Water Company may, after the

effective date hereof and on or before December 31, 1945, execute
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2 trust indenture in, or substantially in, the same forn as the
trust indenture filed in this application as Exhibit "1m, and
issue at not less than their face value and acerued interest,
600,000 of first mortgage, 3-3/8% sinking fund bonds, Series A,
due.September 1, 1970. The proceeds other than accrued interest
obtained from the sale of said bonds shall be used for the
following purposes:

To. pay outstanding bonds of Sen Gabriel ,
Valley Water Service, approximately $296,100

To. pay- notes and other indebtedness of
Fontana Domestic Water Company 254,000

To. pay for stock of Fortana Domestic ,
Water Company 96,000

. To pay expenses of bond issue and ex-
penses incident to this application,
approxinately 13,900
For additions and betteracnts or the
acquisition of properties, as may
nereafter be authorized Yy a .
supplemental order or orders, about _50,000

Total: $600,000

5. San Gabriel Valley Water Company; 1f it acquires
the aforesaid public utility properties, .shall operate“the‘
Fontana,Domestic-Water‘Company'propertieé under: the rates, rules -
and regulations which that company, now-has on file with:the Com-
mission, and shall operate- the San Gabriel.Valley Water Service
properties under the rates, rules and regulations which thaﬁ?
company mow has.on file with the Commission, until such-time as
the Coumission authorizes it to change said rates,-rules'and'
regulations. . San Gabriel Valley Water CompanY'shall adopt said’
rates, rules andfregulations.-

6. San Gabriel Valléy Water Company shall, on or
before. December 31, 1945, if it ‘acquires said ‘public utility |

water properties, file with the Railroad'CoﬁmiSSion'a suitable

-9
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map or sketch drawn to an indicated scale upen a sheet 83x11
inches in sxze, delineatinv thereupon in distinctive markings the
boundaries of the present servzce area in which Fontana Domestic
Water Company is authorized to conduct a publie utility water
business, and the bounderies or the present service area in
whlch San Gabriel Valley Vater Servsce is authorized to conduct

public utility water ousiness, provided however, that such
map or sketch shall not thereby be construed by this Commission,.
or any other.oublic'body, as a final or conclusive determination
or establmsbment of the dedicated area of. servzce, or. aay’ 'wortion
thereof.

7. San Gebriel Velley Water Company, if it acquires.
sald water propertles, shalr file with the Commission on or be-
fore December 31, 1945, four coples of 2 comprehensive mep,
drawn.to an‘indicatcd‘,celc‘of not less than.600 feet.to the .

'~ inch, ubon which shall be delineated by appropriate nmarkings the
territory now served by Fontana Domestic Water: Company and by.
San Gabriel Valley Water Service. This map shall be reasonably.
accurate as to source and date thereof, and include sufficient .
data to determine clearly and definitely the location oﬁ;the,
property comorising the entire utility arez of .service of Fontana
Domestic Water Companf and of Sen GabriC¢ Valley Water Service,
provided however, that sach nap shall not .be thereby considered
by this Comm;ss;on, or any other public body, as 2 final. or. .con-
ﬂcluslvc determinction or establishment of the dedicated area. of
scrvicc,tor any portiop thereofi

| é.” fbe,authority,herednlgrented,will become effective.
when San_Gabrdel Valley Water Company, has paid the fee prescribed
by.§ectdon_57 of thc_Public.Utilities Act.
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9Q San Gabriel Valley Water Company shall file with

the Commission 2 report, or reports, required by the Commissionts
General Order Na. QA-A, which order, in so far as applicablé, is
made 2 part of this order. It skall also file with the Cenm- -
mission within thirty (30) days after their execution, two cer-
tified coples of the trust in&enture securing the payment of
seid $600,000 of bonds, zned 2 copy of the deed and bill of sale
under which it acquires and holds title to the properties now
ovned by Fontana Domestic Water Company and by San Gabriel Valléy
Water Service.

Dated at Son Francisco, California, this _2_},_"‘: day
of Septecaber, 1945.




