
A.2687.e~l,MJEH 

Decision, No ... · 3R2:l5 ORDDllAl 
<: J ,: .. 

,I,,~/~ ,'~ 

BEFORE THE. RAILROAD qOMM~~~~~ .. OF THE ~'XATE 9F CALIFORNIA,. 
·~::Yffti· " . . , . ,.. .' , . " 
... ~,.. 

.,;. ... 
In the Matter Qf the. 'Applic::at1on of ) 
San Gabriel Valley: W,at,er :Company'for." : 
author1z~tion\to .issue and de11v~r. ' ) . 
2,88.0: ·shares of its. stock. til exchange : 
for all. .of the .corporate a.sset~ .and ," . ) 
assump.tion of all of' the liabilities" of : 
San Gabriel Valley Water' Service; rot' . ) Application 
authori'zation .of Fon~ana. Dom~sticWa~e~; . : No .. '26877 ~ 
Company to wind up its affa-ir.s,and.convey ) 
to said San Gabriel Val:ley'Water: Company, : 
as its sole· stoc~lder". all of 'its; I ) 

corporate'assets subject to.'a:ll'of1ts : 
liabilities; :and. for. authorization"of' ) 
San Gabriel VaJ:ley,WateX:,Company to. issue : 
and sell $600,,000 pr1ncip~l.value of 'its " ) 
bonds. . . , : 

---------------------~ 

Paul ,Overto~" for applicants. 
. .. :',' 

BY TBE\COMMlSSION: 

o·l:,.IR·IQ Ii :. . '. 

This .ap'plicat,10n involve$, among other things, the 
. ~.' . \ . :-:.' ." " \ . ~ \\ 

tr.ansfer-of:tbe properties of San,Gapr1el ValleY,Water Service· 
• -;. • • '. , I .. " , • ' 

and the properties. of Fontana Domes~ic~Water Com~any to San 
. .;.:,....', . 

Gabriel.Valley Water-Company; .tbe issue by the latter of ,2,880 
; • " .• I,.· ,. ,. • 4' ,.... I j to' '." 

shares, of' stock 'and·:$600 ".000 of. 3"'73/8 per cent first mortgage . 
'. • I I ; 10 ,_. t, ',' .}"" ,' .. , 

25 year ... bonds l and.., the. exe.cution of. &. t.rust indenture to secure 
" . ." .. .',. \' .. 

the, paym€nt· of:'the bonds'. 
San Gacr1el. V.a,lley Water. Ser:'l'1ce is a corpora t10n 

, ., I I. :. ~ ~ ..' ; "" .. .j".. 

engaged:1n the prod~c~io~.and distribution. or water 1n the 
, '. '. • ~ , •• I • • :.': ..,,' J 

v1cin1t1:es of El Yon~ c;..nd; WJUtt.i~r" L~~., ¥gele.s Count:y, and in 
'. ' ~ . '. 
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\ , 

Ind10 and vicinity in P.i verside County.,· ,~: . 

For 1944 the company reports~ the following:operat.:f:.ng " 

revenues: 

El Monte: D,istric,t'· 
Wh1t,tier~ ;D1s~r1ct. " 
Indio District' , 

Total 

By Dec1sion'No.', 38208, ,dated .. September .. 12, 1945,1 'th~: " 

Comm.ission: -author,i'zed. S~ Gabriel Valley ,Wa"ter Service"to sell, • 

its properties ,s1 tU'ate in Indio, and., v1c:i:n1ty, to the· C1ty :of Ind:l:o: 

for. $llO, 000, subject, to the' adjustment,s mentioned:. in the' agree-' ,. 

ment of sale. On the', ~ame date," by Decision-No. ,38209) ':1:t ;, 

authorized,'the' company ,to acquire, dot a cost 'of. $3,800;, 'the;.,:,-

public, utility water' ,properties,'of Luisa.' C. :Lopez .. ' " 

As of December: 31, 1944;' San .. .:.Gabriel'Y'all,ey. Water' " 

Service reports' assets- and:liabi11ties. as ,fo11owS~ ';. 

ASSETS' ,', 

Fixed~,Capi tal' , 
Cash. and s'pecial depOSits ,.,' 
Acc.ounts receivable : ' , 
Interest and dividends receivable 
Ooo S.Tax. Savings"'Notes' , 
Materials" and:'su.pp11es' 
Prepayments' .. , 

Total' 
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$65,5;940 .. 48., 
21,22.'7. 72' " '7 

2,848~95,. 
422·~00. " 

37,000, .. 00, " 
4,511'.5,6 ' 
7,114~?9.-: 
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kIABILITIES. 

Capital stock - 2',880 shares w1the>ut 
par value 

First mortgage 4% bonds, due 
May 1> 1966 

Accounts pay&ble 
Interes·t accrued: 
Taxes accrued 
Consum.ers t advances for construction 
Donations in aid of construction 
Reserve for accrued depreciation 
Provision for federal income tax 
Corporate surplus unappro~r1ated 

~~tal liabilit1es 

$ 72,791 ... 00 

291~000' .00' 
6·,4)1.65 
1,.940.00 
5,. 040·. 2:7' 
4, 72S.Z9 

74,216.67 
99-,076. Q.J, 
25·,850' .. 00 

147.989-.09 

'129:,065.00. 

Fontana Domestic water Company is a corporation 
engaged in sell.ing water fer domestic purposes in Fontana and 

vicinity.. For 1944 :f!t reports o.perat1ng revenues o~ $89,.410 .. 72. 
Its assets and liab1l!t1es as or December 31,. 1944,. are reported 

as follows: 

ASSETS 

Fixed Capital 
7.'50' shares or stock of' Fon·tana Onion 

Water Company 
Ca·sh. 
Accounts receivable 
Materials and supplies 
Prepayments. . 
Onamort1zed discount on securi tj,es. 

and expense 
O.ther suspense 
Construction. work in progress 

Tota! ass.ets 

-J. 

$562> 9·62' .. 38. 
J.25,000 .. 00 

8' ,.200..56' 
2',.926.84 
g,.3-55.22. 

479 .. 2"8-

6,.69·7. I? 
688.75-

I?,. 89: 



" . 

LIABILITIES 
.: _ .. 

Capital stock -,2,000 shares; p~ ,value . 
'. . $loo per, .. share . " , $200,000.00 4% Note payable to Fontana Onion Water 

. . 'Company, due .OCtober, 1,. 
':1960 · . 

Amount due Fontana Farms Comp~y 
Accoun tspaya b1e' 
,Interest accrued 
Taxes accrued,· 
Consumers'" advances for cons,truction 
. Donations ,in ',aid. ot cons t~uction 
Reser.ve for accrued depreciation 
'Deficit .'" ., 

Total liabilities 

"172.,000.00 
87,50o.~00 

.,4,210,.84 
, .1,'160'.66 

'3,41S.56 
. '5,597.30 
53,490~71 

.. ,20,,,347 w92 
: -l7~'414 .. 91 

:. !:$ 7::l:::5=,3!:::'2;:::3 =.0::3 
W1,111,~ Stava, a Sen~or.. Engineer for. the CoIIimiss1on, 

in EX~b1t ft9", shows, the es.t1~ated.or1g1nal co'st o!",the;:prop'er-

tie's 'of Fontana Domestic Water Company at, $594;941.21, 'and the 
, • I • ~ 

deprecic3.tion reserve requ1r~ments at $131:, 745.88. ,The: deprec:1:a-
"\ '.;" ~ . . , 

t10n reserve reqllireme~ts are calculated .on.a ,5 ',per 'cent sinking . ., . 
fund bazis. The $594,,94l.2l,includes.$·75,OOO ~s representing 

.' .' 
the' cu'rr,ent ~rket value of ,the 7~0 shc:.res of :Pontana Onion 'water 

" j' ~ .'" • • 

Company stock owned cy Fontana Domes.tic jWa:ter .Company.. This 
• l '. ••• 

stock is, sa1~ to ha~e cost :t~e co~p&ny $;L2.5,000"~ 
, 

San Gabriel yalley Wa~er Company is a corpor&tion 
i 0., . , 

organized on ~ebru~ry 2.~, 19~5, under the laws of California. 

It' has an authorized stock issue or 5",000 sb.&.res without par 

value. It asks permission t:o i,ssue 2,880 shares ot its' stock t'o 
I .. • • 0' 

,., .. 
San Gabriel Valley Wat.e~ Servic~ 1;'1 eX,Chang~ for:' all·' of' the 

• .." ~ • i 

corporate 'asset~' of, that, company sU~ject, to' all of 1t~, indebt'ed-
I 

ness. The prin~ipal indebtedness of. Sa.n Gabriel. Valley. Water' 
. .. '. 

C~mpany on May 31, 1945, cons1st~d of: $2.82,000, of 4 per cent 
\ , 

first mortgage bonds" due May 1, 1966. As ,will appe4r: hereafter,,' . . ., .. 
the'new company intends to redeem these.bonds •. , . . . . . " Fontana Farms Company,. which .owns all .of- the outstand-' . ' . 
ing stock of Fontana. Domestic, Water Compwy,,: has agr.e-ed to"sell . ., ' 
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such stock and 750 ~hares of stock of Fontana Onion 'f~ter 
Company to a. H. N1cholson ror $96,000 in cash, sUbJect ;t.p the 

adjustments mentioned 1n th~ agreement (Exh1c.1 t Jff7") lind the 

assum~t10n by r~~ of the pa~ent of $254~000 of indebtedness. 

R. H. Nicholson has agreed to sell the stoc'k of Fpnta..'l.3. Domestic 
Water Company to San Gabriel Valley W6.ter Company for .$96,.000. 

In et'fect~ he will assign his interest in the agreement to the 

company. Opon the acquisition of the stock of Fontana Domestic 

Water Company by San Gabriel Valley Water Company., the latter ~w1~1 

cause the former corporation to be dissolved and i~ properties 

transr~rred to it. 

To pay the indebtedness ass~ed by it, Gnd r~r other 

purposes, San Gabri~l Valley Water Company as~ permission to 

issue at par $600,,000 of firs·t mor~ga6e, 3~3/8 per cent s1nk1:ng 

fund bonds, Series A, d~e September 1, 1970. The bonds w11l be 

sold to Occidental Life Insurance Company of Calif.ornia 
($250,000), Northwestern Mut.ual Life InsUl'ance 'CompallY ($250,000), 

and Lincoln Na.tional Li~e ~ns'.trance ,Com:t>any (.$~OO"OOO). The 

company intends to use tb:e proceeCs·.!rom tbe bonds for the 

following purposes: 

To pay .bonds of San ,Ga'briel ~.alley 
Water Servi·ce.., approximately' 

To pay debts of .Fontana Domestic 
Water Compa.."lY 

:r·o pay for stock of F on t~a .£Iome st.1·c 
Wa~r Company 

To pay 'expens~s incident to this 
application :and bOZJ:d isstle 

To construct 'and a'Cq.uire additional 
proper·ties 

'Total 
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&2~,,100 

.2'54,000 

13,900 

50. ('00 

$600~'OCJ 



The testimony shows in general that th~ company h&s 
" . 

need for the $50,000. It should in ~ supplemental applicat10n 

file with the Co~ssion in ~ore 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 bee~ filed in this ~pplication ~s 

Exh1b1 t ttl". We have exam.i:lec. the so.me and find it in satis-

factory form. 
Fontan<:s. Domestic Water Comp<:s.ny obtclins its entire water 

supply from Fontana Onion Water Company through the ownership of 

750 shares of stock of that cocpany, together With such other 

stock as has fro~ time" to time been 10hned to the co~pany. The 

testi~ony shows that in "order to have an adequate water supply 

it should own at least 500 additional shares of Fontana Onion 
Water Company stock. As st~ted) the Fontana Farms Company, in 

its agreement with R. H. Nicholson, agrees to deliver for the 

consideration hereinbefore mentioned, not only the stock of 

Fontana Domestic Water Comp~ny but also 750 ~dditional s~res of 

stock of Fontana Onion Water Company-
R. E. Boyle, President of Fontana Farms Company, 

testified that in his opinion the properties of "Fontana DomestiC 

Water Company can be ~ore economically oper~ted and f1nancedwhen 

consolidated with San G<:s.briel Valley Wo.ter Service properties 

than they can il'ldepenC:ently. The Farms· Company, which has per-

mitted its employees to do work for the Water Company on a 

part-time baSiS, is in process of liquidation. AS its staff 1S 

decreased it will become necessary for the Water Company to 
employ full-t1me employees> with the result that its operat1ng 

expense~ will be increased. 
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This, decision do€'s not authorize' San "Gabri,el ',V<.:illey 

,Water', Co:npany to change' any rates wl"'..1ch San GabrielV;alley' ,. 

Water Service or Fontana Doc.estic '.Water Company now. have on file 

with ,tile Railroad ComInis'sion. 

We ,will expect San Ga~riel Valley·Water 'COcpany, 1f~1t 

,~.cquir~s ,theafor~So.id properties ,tokeep 'its 'books of account 

in the manner pre~criced by the Ra11road:CommiJsion. 

The law providts'that the Commiss1oc sha.ll,h.ave"~o 

pov/.er ·to authorize the .cc.pit~lization of ,certific~tes of ,publ1.c 

convenience and necess.i:eyor 'the ·r:ight 'to own, ·oper&te or 'en'jo7 
'. 

suc.h cert1ficb.tes of public convenience 'and .neces·s1 ty .1-""1 excess 

:of ,the amount .(exclus.ive of any tax or :annual charge) .aetually 

pa:id to the .State as ·the consideratIon for ·.the .issuance o£ such 

certificates of public 'convenience . and necess·i ty. 

'The action :takcn 'here1.", ::hoSl.ll not 'be construed to be a 

·finding .'of value ·fo.:- any ?urpose ,other .than :the proce.~ding herein 

involved. 
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A public hearing ho.vingbeen held in the above erit1tled 

matter before Examiner F~~auser, and the Commission being of 

the opinion thct the money, proper~y or labor to be procured or 
, r 

, , , 
paid for 'chrough the, ~=sue of the stock and bonds herein author-

. . 
1zed by S$Jl Gebriel Valley Wat~r Company 1s reasonably reqnred 

for the ?'ll',?oses stated in this order, and that such purposes , 
.~ . . 

except the pe.y::.c~t of uccru~d, 1nt,ere,st· and bone. issue eXiJcnses, 

a;'e 'not re<:tsonably charleable t~, operating expenses or to: in-

come, and that tr.1s application zhoW:.d be, grantee. subject ,to the .., . 
, , 

provisions of this order, th~refor~, 

IT IS HEP.E3Y ORDERED as follows:, 

1. Sa."l. G<lbr1e1 Valley, Water ,Service :nay,. ,a.fter the 

effective date hereof ~~d on or before Dece~ber :31, 1945, ex-' 
, 

change all of its properties subject to- ~ll of its liabilities 

for 2,880 shares of stoclt with. no ,pb.r value ,of San Gabri'el Valley 

Water Company, which sho.re~ of sto~k saicl ,SQIl Gabriel ',Valley 

water'Cocpa~y :nay issue. 

"2. Sen Gaoriel Valley \'iater Company may, after tne . 
, ' 

effective date hereof and on or before, December 311 1945, ac~u1re . , . 

3,ll of the outstanding stock of F,on,ta,na Domestic Water' Company 

at a cost of $96~O?O and ass~~e indeptedness of t~at company in 

the amount of $254,9~O. 
:3. Font~.na DomestiC Water Comp,any tlay,: after the' 

effective date hereof and on. or before December'3l, 1945, trans-

fer all or i'ts assets subject to. said 1nde,btedness -to San Gabriel: 
I 

, , ' 

Valley Water Company-
,- , 

4. San Gabriel Va.lley, VJater, Com.pany may,. after' the 
, ' 

e!!ectlve date h~reo! and on or, before December ,;1, 1945, execute 
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a trust indenture in, or substantially in, the same form as the 

trust indenture filed in this applicc.t1on as Exhibit "1", and 
issu~ at not l~ss 'than their face value and accrued interest, 

$600,000 of first mortgage, 3-3/8% s1~1ng fund bonds, Series A, 

due September 1, 1970. The proceeds other than accrued interest 

obtained :from the· ~alc of !Jsid bonds shall 'be used for the 

.following purposes: 

To; pay. Qutst.anding oond.s or ~ Gabriel 
Valley Water Service, approximately $296,·10'0 

1"0. pay." notes and· other 1ndebtednes's, of 
Fontana Domest:Lc Water Company 254,000-

To· pay for stock of Fontana·Domes~ic 
Water Company 96,000 

. To- pa.y expenses of bond i'ssue :md ex-
p.enses incident t:o this app11c·a~ion, 
approximat'ely 13 ~ 900 

For additions anc. betterments or the 
acquisit:1on of properties, as may 
hereafter· be authorized by a 
supplemental order or: orders" about ·59 , ado 

T6t'al: $60'0,000 

5. San· Gabriel Vallay.Water.Company) if it acctilir~s 

the aforesaid p:u-b1ic ut:!.11ty properties" shall op,erate··the 

Fontana. Domestic ·W8.ter ·Company properties un.der'the"rates, rules' . 

and rcgul:::.tions which that coepm'lY, now"has on file' wi th~ the Com-

miSSion, and shall· operate'.the ·Sm· 'Gti.briel .. Valley Water SerVice 

properties under the rates, rules'and regulations which that: 

company ,now has .·on file with' .the CO:nm1ssion, until··such· time- as 
the Commission authorizes it to change said rates, ·rules "and 

regulations •. San Gabriel Valley Water Company shall adopt safd' 

rates, rules c.nd .'regul:J:t:tons •. 
6. San. Gabri:el Valley.Water Company shal1,on or 

before December' .31" 1945, if it "acquires sa1d"pub11e utility 
water properties, file v:i th . the Railroad' Comis·sion . a sui table 
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map or sketch, drawn to an indicated scal~ upon a sheet SiAll ., . " ',", . '" ,. '. . 
inches 1n size, delineating thereupon in distinctive markings the 

. ," '. .. , . . . 

boundaries of the pr~sent sez:vice are:l in which Font.ana Domestic . . ~ .. . '. , ' ' 

Water Company is d.uthorized to conduct a public utility wll,t,er 
! • ..,' • 

business ~ and the bound,aries of the present service: area in 
~ , ' - .. . . . '.," . . .. 

which San Gabriel Valley Water Se:r:vice, is author.ized:,· to conduct 
, . . . 

a public u~ility water bu~ir .. ess~ prov1,ded, howe~er" that ~u.ch 
'itl • •• " 

map or sket~ shall not thereby, ~e c0J?~trucd by t,hi~ Com:nissi~n,. 
, ' 

or any other puoli,c body, a~ a final or conclusive determination . . 
. 

or establishment of t.he dedicate? ar,ea of, ser~~e, ~r. aay' ;?ort19n, . ~ . , 

thereof. 

7. San Gabriel Valley v:ater Company, if. it. acquire,s 
" . .. , . 

said water properties, shall file with the Ccm.t:l1ssion on or be~ . ., , . '. ".' ' 

fore Decem~r 31, 1945, f9ur copies of ~ comprehensive ,map, 
,. I, , • 4 • 

drawn to an indicated 'sc:.l~ of not less tbP..n.;600 fe~t, to th~ 

inch, upon which shall b~ delineated by~ppropriate 6ark14gs the 
. . ..... '. •. .1'·' , ' 

territory now served by For.tana Dom€stic 'Viater- 'Company. ,.an-dby. 
j .'.. • • • 

Sa.."l Gabriel Valley 't'later Service. T~'rl:s map shall .be, reasonably 

accurate as to source and date t~ereof, and include, sufficient,', 
" '" .. ., . . " . . ... 

data :0 ~ete~e c~early ~d ~~f1ni~ely the l~c~ti~n o~the. 

property com?rising the entire utility are~ of,se~vi~e ofFon~ana . '.... .. 
Domestic Wat~r Company, and of ,San Gab~iel Va,llcy Water. Servic,e I',', , ' 

\ , , 
prOvided, however, that such msp shal~ not.betherebx ~ons1d~r~d 

, ,.., , .. .' . 

by this COmn:l.ssi?n, or any otJ:ler public body, as,~ fipD,l, ,or, :con-', 
. '-t

J 
• • 

'clusive deterI:l.1nc.tion or establishment of .the dedicated are,a, of. : 
t • , " ~ .' ., • • 

serVi c~, ~;r, an~ :ro~~ion tl1,ere~f., 

8 _ The authority herein, granted .will become ef.fecti:ve-" 
~ • '. • j ~' .' • I • 

when San Gabriel Valley Watar Company. ~~ pai9- the, te~,pre;;cribed .' " ~ , 

'by Scetion 57 of the Public Utili ties Act,_ 
~ t . ••.• '. ~.' •• 

-10 



A.26S7' •• 11,BC. 

9. San Gabtiel Valley Water Company shall file with 

the Commission a report, or reports, required by the Commission~s 

General Order No. 24-A, which order, in so far as applicaple, is 
mad~ a part of tbis order. It shall ~lso file with the Ccm- . 

mission wi thin thirty C:~O) days after their execut:ion~ two ce,f-
t1f1ed copies of the trust indenture securing the paymen~ or 
seid $600,000 of bonds, ~d a copy of the deed and bill of sale 

under which it acquires and holds title to the properties now 

ovmed b.? Fontana Do~est1c Water Cocp~y and by S~ Gabriel Val~ey 

Water Service. 
Dated at S~n Fr~c1sco, California, this --~ day 

.1 

of September, 1945. 


