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BEFORE THE PUBLIC UTILI‘I‘IES COMSSION OF '.HIE S‘IA'J.'E OF CALIFOR.NIA

In the Matt:er of the Application of -
ANIEYLOPE VALLEY WATER CO., for a Cer-
- tificate of Public Ccmven:{ence and
Necessity authoriziog Applicant to
furnish Water service in the vicinity
of Leona Valley, Los Angeles County,
California; to acquire rights and
facilities with respect thereto; for
Permission to sell and issue its com-
mon stock in the amount of $31,700.73;
to-issue a long-temm note in the
amount of $5,000.00;: and to aercise
Franchise already granted.‘

Wilum N. Ta lor, for applicant.
PRIIlip 5. Eisendrath, for Ritter Park COrp.,

and . Bar“Sara'FroPert:.es, In¢c., interested parties.
D. B. Steger for the Commission staff |

Application No. 42245
(As Amended)
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OPINION

| By tb:f.s application, filed Mny 11 1960 as amended October,
18 1960 AnteIOpe Valley Watexr Co., a California corporation, seeks
| a certificate of public convenience and necessity :'.n order to furn:l‘.sh?
water 3erv:£ce w:f.thin a port:ion of. 'I‘ract No. 5148 :.n Leona Valley,
Los Angeles county, and ap order authorizing it to issue stock and a -
Iong-term pote and to exercise a franchise granted to it by the
Q:unty of Los Angeles. o T .
Public hearing in the matter was held before E::oaminer F.
| Everett Emerson on October 18, 1960 at Los Angeles. Oral amendment
to the applieetion > reSpecting the amounts of the proposed stoclc
i issue and note, was made at ‘the’ hea.ring. " 'rhe m.a.tter 18 submitted and‘_
‘ '.ready for dec:[s:[on._ |
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The area for which a voertifioate is sought in"thi's pro'oeeding‘ |

encompasaea appro:d.mately 680 acres io Leona Valley, whioh has been
receiving water service through Leona Valley Mutual Water Company
gince 1922, 7The water system and the service rendered therefrom has
been limited and generally inadequate. The Mutual desires to be re-
lieved of its reSponsibilities and since April 1959 has had Mr. :
William N Taylor, president of applieant, operating the system for it. '
Further, the Mumal has entered into an agreement with applieant .

| whereby its entire water system would be transferred to applicant upon

| 'approval by this Comission , of the contemplated new serving arrange-
ments._ M. ‘Iaylor has made m:merous improvements to the water system |
‘ and by so doing haa brought the system to the condition where it meets
the requirenents of this Coumission s General Order No. 103. Io |
” addition, nnder Mz, Taylor s operation improved semoe h,aa brought

a financ.ially losing system to one which now makes a small profit.

The properties to be aequired by applicant nay be aeparated
into three groups; viz.. L aaseta acquired by Mr. l‘aylor 1n |
assumption of a Dote to A. W. Johnson, a member of the Mutual who had
made substantia.l invesments in the plant of the Mutual system, @2
_ physical items of plant such as’ wells, pumping plant, land and
wmaing, owned by the Mutual, together with appurtenant righrs and 3)
improvementa and additions made by Mr. Taylox.

As of the date of hearing, the note to Johnaon had been re-.
duoed from an oxiginal amount of $5, 000 to $3 935 and it is this
| latter amount for which applieant seeks. authority to iocur 1ong—term
indebtedness., The pote is payable at $50 monthly, without interest.‘
 The properties of the Mutual having a reported depreoiated

 original cost of approx:x.mately $l3 881 2s of December 31, 11959, are te

ve transferred to appl:.oant by apprOpriate deeds and bill o£ sale in |
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ecchange fox applicant‘s tak:.ng over. the system and the Mutual thereby

being relieved of its water service obligations. " |
The improvemem:s ‘and additions to the system made by Mr.

| 'Taylor total’ approximately $46, 254 Applicant seeks to issue stock
in exchange for such properties. Applicant s authorized capital
stock consists of 2 500 shares of no par value common stock, of which

-~ 500 shares were outstanding, as of December 31, 1959 at a book- value '

of $473.26 per share. As of the same date, applicant's net utillty

| plant, per 'booka approximated $302 585 and its total assets were
$304 665, | .

The rates proposed by applicant will reduce the average o
monthly charge for water service by 39 percent when compared with |
the rates charged by the Mutual. All water usage is metered Appli-
cant has applied to the State 8 Deparment of Public I-Iealth for a .
water supply permit covering, the l’eona Valley system.

Since the major pa.rt of all pew construction‘ for applicant
and for the Mutual has been- performed by William 1\. Iaylor, Inc.,
an associated company, the Commn.ss:.on staff undertoolc to test the

reasonableness: of . the charges to each company ' Such testing included.
examinatioa of material invoices, unit installation charges, other | |
chargeS, billing procedures and a comparison w:Lth costs of installing -
" watex systems io. other areas by other pipeline contractors. Based
upon. these studies, the: staff concluded that the work had been pex-
formed at prices lower than ‘normally would have ‘been required ‘and
_that peither a profit was. added for woxk on associated companies Dor
. was any indirect: cost capitalized From the evidence in this respect
the Comiss:.on finda and concludes that such costs: and charges for
the Leona Valley system have 'been reasonable ahd -are properly includ—
able in appl:l.cant $ rate base |
Io addition to the system for which a: certificate is hereit

sought applicant presently operates ten other water systems :m Kern
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and Los Angeles Counties. Applicant ‘has hcretofore been granted a
franchise by the County of Los A:ngeles.1 Applzcant seeks to exercise ,
- said franchise for the Leona Valley system.
81nce the records of the Mutual are: deficient, a study of
the depreclatzon resexve requzrement and remaining 11ves of deprec;able ‘
utility plant is needed, By the order heremn applxcant w111 be
dzreeted to make such a study, with the view~1n m;nd of adjust;ng its:
.books to reflect an appropriate reserve for the Leona Valley~system.\
N In view of the ev1dence,_the Commission makes the fOllOWng
f o fxndzngs and conclua;ons-i S v[ ‘ u',JV‘ L [*”_ . u//i-'
| 'l.v The Commisa;on finds as a  fact that pablic convenience and
_ necesszty requlre and will require that applicant provide water
- service 1n Leona Valley and that appllcant exerczse the rights and
priv11eges.granted by the franchise-lssued tO«lt by the County of
"~ les Angeles as applicable to such area. R ,
The certificates sought for- such purposes wzll be granted
They are subject to the following,provision of law"
That - the-Conmlsslon -shall have DO power to authorlze
the capitalization of the franchise involved herein
or this certificate of public convenience and neces-
sity or the right to own, operate or enjoy such fran-
chise or certificate of public comveniernce and
necessity in excess of the amount (exclusive of any-
tax or acnual charge) actually paid to the State or
a political subdivision thereof as the consideration
for the grant of such franchise or certificate of pub-
lic convenience and necesszty ox rlght.p
2. Applicant should be authormzed to-zssue and sell mot to
‘exceed 67 shares of its no-par value cap;tal stock in'a total amount
. not . to~exceed $46‘254. The Commission finds as a fact that the money,
dproperty or labor to be procured or pald for by suoh issuance of stock |

‘fis reasonably required for the purpose—of acqu1r1ng the improved

| U_A,copyﬂtnereof is_filedfin'AppliCation-No;'38284.g‘“




AL 42245 (And.) GH

properties io the Leona Valley system and that such purpose is not |
‘din whole or ip part, reasonably chargeable to Operating expenses or to-'h
" income. N | L

| 3'._ The Conmi ssion concludes that applica.nt should be authorized ;
to ipcur loog-term 1ndebtedne88 in the" amount of $3,935 and to issue '

‘a-note’ therefor, payable at $50 monthly'without interest.

. Based ‘upon the evidence and the findings and conclusions
" contained 1o the foregoing opinion | |
| ITISORDEREDasfollows R

1. Ihat certificates of public convenienee and necessity are
hereby gxanted AnteIOpe Valley'water Co., to Operate as a water corpo-
ration and to exercise the rights and privileges granted to-it by the
County of Los Angeles, within the "'sexvice area boundary" delineated
~ on Exh.ibit A attached to the applicat:[on herein. o

2; Ihat applicant is authorized and directed to £ile {o qnad--
ruplicate with this Commission, in ‘accordance with the provision of
'General Order No. 96, tariff schedules for the Lancaster Tariff Area
,revised to include the Leona Valley system hereinabove certificated
and, after not less thap five days' notice to the public and to the
Commission, to make said tariffs effective for water service rendered
on and after the date OD’Whlch.the Leona valley Mntual Water Company
system is- transferred to applicant h ‘ ‘ ‘

3. Ihat applicant shall notify this Commiss1on, in writing
within ten days thereafter, of the’ date on which transfer of the
properties is completed and the date on which the Leona valley system
 comes 'under tne operational control of applicant._ o |
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4. That applicant shall undertake a depreciation reaerve
requirement study for the Leona Valley syatem propertiea, by accounts,- ,
as of Januaxry 1, 1961, and, after approval by this Comission of its
proposed book entries to reflect the results of such study, shall
conform its depreciation reserve Athereto-f. Thereafter, applicant shall
make accruals to the depreciation resexve by dividing the original
cost of depreciable plant, less astimated net salvage, 1ess depre- .
ciation reserve, by the est:.mated remaining 1ife of the plant. Said 3
accruals ahall be rev:.ewed by applicant whenever major changes in
plant composition occur and at intervals of pot more than five years ‘-
and the results of suck reviews shall be submitted to this Commission.- -

‘S. That applicant, on or after the effective date of this |

| order and on or before December 31, 1961, may iasue and sell not to .

exceed 67 shares of its vo-par value stock in a total amount of
$46,254 for the purpose set forth in the foregoing opinion. Appli-
cant shall file with this Commission a. report or reports as required
by General Order No. 24-A which order, in so far as applicable, is

o made a part of this order.

6. 'Ihat applicant, on or after the effective date of this o

' order and on or before December 31, 1961 may issue. its mortgage note

{o the principal amount of not to exceed $3 935.07, payable at $SO

A.monthly without interest to A. W Johnson.~ A copy of said note as
| -executed shall be filed with this Comisaion within ten days of its

issuance. -

7. That the certificates hereinabove granted w:.ll expire if

 pot exercised prior to January 1, 1962.

8 That the authorizations herein granted will become effec- |

t:we twenty days after the date hereof pro vided AnteIOpe Valley
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Water Co. hasg paid the fee presm:ibed by Seccion 1904 (b) of r.he
' Public Jtilities Code, which fee :f.s $25.
Dated at Qam Twruniann | » California; this
z;ﬂday of : ‘DECEMBER | | )
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