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Decision No. 67261 ---.......... ;.-.-

BEFORE tHE PU3LIC U'IILI'I'IES COMMISSION OF THE STAtE OF CAl.IFORNIA 

In the Matter of the Application 
of VALLECITO WAXER COMPANY) to sell 
its water system and assets (other 
than cash and accounts receivable), 
to Suburban Water Systems, lmcl 

In the Matter of the Application 
of SU'StJRSAN WATER SYSTEMS) to pur-
chase Vallecito Water Company's , 
water system and assets, and to 
render water service under the 
Vallecito Water Company rate 
schedules in the arc~ served .and 
presently certificated to Vallecito 
Water Compmy. 

Application No. 45688 
Filed August 19, 1963 

W1l11mn M. LasS1CbCa:; Jr., H~old M. Mathisen, 
and Tom G. RIchar ) for val!ecito Water 
Company; ~d Guy, Smith & Wahl, by Arthur D. 
Gu~.]r., Walker Hannon, Vern McNeese, and 
Fr E. Gray, for Su15urb~ t\fater Systems, 
app licfll1ts • 

Bro~ck, Phlcger & Harrison) by Robert N. Lowry) 
for San Gabriel Valley Water Company, inter­
ested party. 

Hugh N. Orr and R. E. Hey tens, for the Commission 
St.3Oft. 

OPINION 
---~ ... - .... 

y 
Vallecito Water Company (Vallecito) seeks authority to 

sell its water system and assets to Suburban Water Systems(Suburban) 

for a consideration of ~785,OOO, subject to stated adjustments to a 

y 

17 -
- Formerly Whittier Extension Mu~al Water Company,organized in 1914. 2/ ' 
- Formerly Whittier Water Compa:o.y ~ organized in 1907, 8l'ld San .]ose 

Hills Water Company, organized in 1944. 
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s~lcs ?::iee 0: $651,471, and Subur't>.sn seeks authority 'to purchase 

Vc.llee:'~o f $ ,,7ater. systc:l ~e c.s:cts a:ld to render wa"'"...er service in 

Vallecito's sc~~ce and eertific4tcd are~ undc~ Vallecito's =atc 

Sale of Corporate Assc:s, dated August 12, 1963, a copy of ~hic~ is 

Tb.e: adjusted saJ.es pr..cc 

g~~antees no~ l~s$ ~~~1 ~16.1C per share on Vallcei:oTs 33,332 shares 

P~b1ic hearings were h~lcl bcfo~c ~~e~ W=-~er o~ 

Novcmb¢r 18, lS and 20, 1953, at Los Angeles, en ".-Jhich lest &:te th~ 

lll.'lt:cr was submitteG, ~ubjcct :0 the receipt on or ~eforc November 2S, 

~963, of l.::e-filcd Z:--.hibi'c No. 10, and subject to ~he filing of con­

C';;'1::'ent briefs on c:' be£oz:e December 9, 1963:. San Gabr:tel Vcl.lcy 
3/ 

'ir.!',1;~r Comp~y (San G.:bricl)- participated ::':1 1;M hearings. ,Eight 

witnesses ~crc called ~d presented testimony and 13 ~4ibit~ were 

A Y.otion to Stril«~ San Gabriel's Bri()f was filed by app!.i-

D • ....,." "'I! ...... 
can~s on cCeQocr ~~, .~~~. 

T'ae !sz'UC:;. ~o be dett=!:c.'ln~d c:e:. 1.. ShoulG Vellecito 1>e 

pc~ttcd to sell to Subu~ban its water source, service and storago 

facilities ~d be :clicvcd of its public ~tility responsibilities; 

2. !s S~b'C.::ban ~inc3ne1::l11y ~le to ClCquira the assets of V.'lllecito; 

and 3. Is S~'C:bZl capa,:)le 0: sc:tVing the area now served by 

~Jal~ee:':o .. 

The E~Co:lec 
4/ 

Valleeito 7 s president- testified as follows: He has been 

~ di~cct~r. and officer of Vallee~to since its inception in 
17 Forcerly S<In Gabriel Valley Water Serviec J org=ized in 193i. 
~/ Witness ~:h1sen. 
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October, 1954, and had been 3 director of Vallec1~o's predecessor, 
5/ 

Whitt~er Extc:lSion Mutual Wate:c Comp$Y, a 'lllUtua.l,- since 1948, .:md 

WOlS also secretary and general manager of, ~d, since 1930, ~ beet! 

a.ssociated with La !::a.bra Heights Mu~l v1ate::- Company, a mU1:U$.l. 

Vallecito's present service ~ea as delineated on the map E~bit 
. 6/ 

No. 1 co~rises appro~tely 3,400 acres.- Bec~use of lack of 

finances, Val1ce!.:o:o in the S'Ulllmcr of 1960, determined it to be in the 

best in:ercsts of its stockholde:ts to sell its assets; negotiz:!ons 

fo~ sale to San Gab:1cl for $550,000 ~crc conducted, but were tabled 

in November, 1960. Villecito's directors then ~eided to continue to 

opcrctc and to secl.: equity C;:pitAl or lous ... term financing from p:il:.Ci-

pal shareholders or lenGing ins·~i~utions. None of the principal 

sncreho1dcrs r~a1ly \~a...~ted :0 be in the watcr business, ancl low 

[lsy Dc~1sion No. 53277, clatcd June 26, 1956, in ApplicAtion 
No. 36348 (Amcncce) filed Novecccr 26, 1954, Vallecito was gr~tce 
e certificate of public convenience ~1d neeessity to construct and 
operate a public utility watcr systcc in the area formerly scrvee 
by w1Utticr Extens~on Mutual Water Company, autho~.zcd to file 
schedules of r~tC$, and .. ..:as authorized to issue 38,332 shares of 
stock,~ar v~:uc $383,320, to ~~ttier Extension for the latter's 
wator systcc ~d ~sct$_ Said Dccision recites that the opening 
cnt:y on t~le mu~~alvs bool(S of account was July l, 1914, to reflect 
the acquisi~ion by the mutual of the ~ater sy$~cm assets of 
wJl.i.tticr Extension COt:lp~y, a suodiviciing company; that Vallecito' $ 
se:v~ec are.!! ~'CS situa~ed on the north slopes of the Puente Hills 
in 1::'1C ~entral ~d cast section of San Gabriel V~lcy;. thAt the 
potcn~ial of the area was some 10,000 domestic services; ~nd that 
7allecito ~ad been =cec1~ng numerous requcsts from subdividers 
in th~ ~ea for water scrvice to subdivisions under construction 
and proposed to bc constructed. 

~/Exhibit No. 1 $hov.~ th~t Va!lecito furnishes w~ter service !argely 
in unir!co~ratcd territo:y of tos Angeles County oZlc1 in a :;mall 
po:~ion of the City of Industry. Saiu EXhibit also s~ows the 
boU'CCa...-ies, cieline~ted by a. green line, of a bl.:mke": easeme.nt o"'med 
by Vallecito; the boundaries, delineated by A j"cllow line, of 
Suburban' $. San Jose Hills District service area in tho vic1:U.;y; 
~d the boundaries, delineated by a blue line, of San Gabr1el's 
K~s System service area. 



A I. ,. <' <.If' ...... ,I".', 
... .~:';.J""<J .. r..:.:Ic?" .. 

C .lrn.ings did :'lot pc:cnit servicing a subs'tmlti:ll, long-texm lo~n. An 

application for a rate inc:e~Q was filed on July 6, 1951, which 

resilltcd in stl.:lll =e1ief in the ix::.igation rate, but no increase in 
7/ 

general or any o-:hc:- ra.tes ~:,as grar..t"'!cl.- Early in 1963, Va11~citof S 

directors dete~Qj_~cG not to continue to oper~te, but to $~ll. Co~t~cts 

were tUlcl.c with four water se:v-lce comp.anic$ (Subu:~an, S.:n Gebr.!.cl, 

Southern Californi~ W~tcr Co~~any, ~~C Consolid4ted Wa:er Co~any) 

f~:r--'I ·,\"hic~"l bids ~1crc :'cccivCQ on the purc;"'.::sc of the assets.. 'Il'l.C bio. 

c:C:;'·l:.:~it. ",~Ci:C thot SO per c~n-= of the soles p:cicc be d~:?Ositce either / 

in c.:l.Sh or cccurltics ~ 2vidcnce of zood £.lith, !:hllt disclosure be 

ma.de as ;0 the so'U:rcc of :\~ds 

l'ticc, .:lnd tnc.~ ell b:l' .. cls oc !on the same form, :h~t is, be fi~ed in 

app:o::d.r:1atcly ~hc S.::nI1e way; the management's oojective in the bidding 

p=oce~urc being .to secure for its sharcholdc~s the ~~m~ amo~t por 

cl'lare that co-:.:J.ci be h~d .. On April 27, 1963, the directors accepted 

th~ highest bie!, ·,rJh:!.ch W~ Su¢urben' s at $785 1 000 wlth a miniDn.lc price 

of $16.10 per share ~d the next highest bid was S~ Gabriel's ~~ 

$l?OG pcr sharc. a;} May 7, 1953, S'Uburb-an de~sitec:l $392,000 in 

Un!.tcd St.:tc~~ T:o:ccsu:y bills .md $500 it: a ce=:1.ficG. ciK-ck with 

Vallecito's cour.sel ~na a sales agreement ~~th Suburban was ncgotiatce 

.;md s".:'::>ci~tcd to ant! cl:?pZ'ov~d at c'l V.a11ccito shareholders' meeting on 

••• .,,....I!> I.! "J.06'" oJ ...... ~... ... , ., oJ .. en Apr.il 23, 1963, SI(clf:or. and Etlt"i1ic,tlc, 

d.i_r~ctors of Sa:: Gc~:;:icl, we:-e aleo di::ectors of Vallecito. Between 

April, 1963 .:md A':lS'.:st, 1963, two other directors of Vallecito wc:c 

re?l.:lCed by Diet:;:; o'tu! H~DIlO:: who ~:,ero .1150 directors of 

Z/Decision No. 64323, dIltae October Z, 1962, in Application No .. 43581; 
=eh.ca..""iIl3 eenied by Decision No. 64762, ~=cd J:m1lll..-Y S., 1963. 
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Suburb~. Tbe:c~tcr a modified cgrcement (Exhibit B ~ttachea to 

the application) p~ov1ding for the re~~ to Suburban o! ~11 bu: 

$10,000 of its deposit (but rct.lin1ng the $500 chee!,) w::..s a:?provcc1 by 

a ~jority of Vallecito's shareholears and its dirceto~s7 ~d signed 

by its off1e~~~ on August 127 1963. Although directed by Va11oe!to's 

officers to do so, its ~~1 had not returned sttid deposit beea.u:;.c of 

a lc~~cr Whitten by S~clton and E~twi$t1~ to Vallecito's' 

eounccl, Exhibit ~ro., 12, th:eatening, him w1:t1. <"ertain s'Uits if the 

81 
Vallecito's gcnera.l tum.cge=- testified .lS follows: He b.ad 

be.2'O W'ro.ttier Extc'C.sion' s supe.ti'O.tcndcnt since 1933:0 and m.anag~r of 

Vallecito sinee its inception on November 18, 1954. Hc desc:ibed 

Vallecito's w~:cr-system faciliZics as shown on the map, ZXh!bit No. 17 

including ~ells, PT~PS7 transmission ~ns, rescT.Voi~$ and distribution 

~n$, their sizes, ~tes of installa.tion, location, and condition. 

Ap?:oximataly 50 pe: cent of ~e l1neal foot~e of pipelines within 

the service arc~ ~s ~bcsto$-ecmcnt p~pe. On November 15 7 1953, 

there we:e 3,44$ gC1:lc:al m.ctercd and i':lcustrlal customers? 154 irriga­

t!c~ scr.~ees, ~d 408 public fire hyerants. rae development in tbe 

P."lst five yeazs hc.s be~n ehcnging very rapiely to rez1denti.:.l subd!.­

-d.s1or.; cit:'Us groves, walnut creha=ds and other crops a.re bcitlg 

:cmoved for. sue:." pi.::'posc. U'C.~r present zoning, Vallecito would have 

cppr.o:::L.ma-ecly 7,SOO C'Us'tomcrs when its area is c0x:t?lcte1y su~di~dec1 

or ~velopcd, anci tb.cra would be in c:y.,ecss of 700 lots w.Lth single­

facily residences if the subdivision m4ps Vallecito presently has 

[7 Witness Richards. 
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on file arc implemented. Vallecito's unpaid b~l~cc on refund agr.ee-

mcnts exceeds 50 per cent of its utility plant. Aut!lority w.:.s 

requested by Ae71cc Letter No. 11, dated October 18, 1963, to s~rve 

and dclive: water to 478 singl~-fcmi1y residences within ten different 

t.:t';:tct.~ in !.os Angeles COiJn~, .ma to exceed the utility' c .::dvct)ccs to 

?l.ont 50 per cen: ratio. Such author!ey 'W3S g=antce by Commission 

Resolution No. W-S06, d~~ed Nov~mb~r 6, 19&3. Vallecito ~~ll be 

requested to Gclivcr water se~ce t.o ~?prQxim~ec~y 250 ~d~~tic:al 

lots in the ncar futt.'\%e b'\!t cioes :lot have sufficient it:nds with wb.ieo. 

to effect such service; its cost to install water ser\~ce within i~s 

service ~ea ~ ~cr~ed $325 per lot. 
9/ 

As shown i7.'l Exhibit No. 2,- .an :::nte=im Report on V~lecito' ~ 

:financial conc':it:!.oll as of AU~..lst 31, 19631 ref-xnds on subdividers' 

advances for ecnst::"UCtion, due and p£l.y.:.bl~ lIS of December 3~, 1362, in 

:he amount of $56,447.35 for the period 1961-62, rcm.:dned unpaid as 

o~ A~~~st 31, 1963. Its 1iabili~ie$ under refund ~reaments for the 

ye~ 1963 wc=e esttoated to be $2$,000. to· $30,000. Vallecito has 

issued its promissory note for a period of one year to Neptune Meter 

Company in the =nount of $24,834.39 with 1.nterest rate of S per cent 

?cyablc cO:lcurrentJ.y ~th pr1ncip.u at -:he end of ~clvc months; said 

note is o'Ue, payable and 'I.':Ilp.nd. Other accounts :otaling $47,409.73 

were ~ue" paya~lc, ..md unpaid as of AU~.lst 31, 1963 1 to Parkson, 

Inco%'l)orated, Johns-Momvil::'c Co,::?orat:!.on, Western States Etlg1:le 

Service, He=scy-Sp.::trling Me.~cr Cot::lp~y, Brown & CaldTl1al1 3 Consu1t:1t:.g 

Engineers, and Wintrol1th ~ Company, for materials delivered on 
~/Ex:."libit No. 2 a.lso !:;"'~'t'1~ Va.lle~ito I s utility plan:: in serv1cl'! as of 

A~gust 3l, 1963 to be $1,953,142.95, with related deprcei~tion 
resa:vc of $372,54~.61; C1,lrrent and acc::ued <lSsets of $99:-629 .. 27; 
eurrent .:tad accrued li~ilities of $269 1438 .. 29; and advances for 
construction of $948,113.64. 
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ter::lS not to excecd otl(:.~ yea:::. An "on demand" note, dated 

t.1hittier Br.:mch (Bank), for $125,000, payable August 14, 196.(:., or if 

n~ eeQand, ~t 5 per cent interest rate. A long-term note in the . 

am,,'.m~ of $50 ,oeo!, ::;ecured by a. deed of trust, dated November 29, 

1962~ had been given Sunset In~ernational Petroleum Corporatio~ 

(Suns~t), bc~itlg interest a.t the rate of 5-3/8 pcr cent on tb,Q UD.p.nG. 

pritlcipal, !>ay~blc .o:onually in installmeuts of $2,500, or more, on :he 

fi=st ckLy of each YCa:', the balance of 'Which, on August 31, 1963, was 

$4; ,500. Va~lee~:o finds itsclf in ~ growing ar.ea where a continued 

(kQZ).d is placed upon it for water scxvices it could render, exeep: 

th~t it finclc itself fi~OQcially unable to do so. Vallecito's 

witness testified that its deep-well, natural-gas-engine pumps arc 

obsolete axle, although m:lintained in opera.ting. condition, sOtr!c'times 

.. ~~::. cl!.ff:;'c'Ulty to scet:rc spare parts, emmot be a.utomated. He esti-

~atcd th~t rcpl~ccment of p:csent equipment wlth electrical motors 

anci telemet~ring would cost nbout $175,000, over a three-year p~riod. 

He s:~~cd :hat, ~~ Vallecito's plant is modernized, direct l.~or 

cxr-cn::;e fo= 1:'!:!e opc=~tion and m.nntcnancc of wells, p'W:?s, and. other 

f.:::i1ities .. .:ould decline, but Vallecito has Dot and c.annot secure the 
101 

neccssa--y funds to mcdernize.--
'!.ll 

S'.1burbm1' s v~cc president i.n charge of operations-and a 

dir~ctor .. W~'lO ht!s bl?en ~<;socintcd with Suburban for the 3St ei ht 
- E:r.hib:'t No .. 5 is .::. Five YC.:1r Study of Source t\nd Application of 

:uncls, dated April, 1962, prep~rcd for Vallecito by consu:ti~g 
c~i~ccrc to illustra~c the need for outside financing in the 
i:oediate future if Vallecito were to meet the requirements of 
service and the consequent fin3ncial obligations. 

,-/ _J. 
- ";itness H~on .. 
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yccrs, end who is ~l$o ~ director of Vallecito, testified AS follows: 

In his opinion acquisition 0: V~llecito by Suburban ~ould be ~ 

n~tur.:ll .snd logical expansion of Subu:b~ T s system adj c.ccnt to 

V~~lecitoTs service aren for ti1C rc~on that there ere several inter-

conncc:ions oi the two sy$tc~ in the South Puent~ area, as sho~m on 

the map of ."l port1.on of Suburban's Sa."'). Jose Hills system in the 
12/ 

-n.cinity of Vallecito's sys:cm, Exhibit No. 3.- Such cY.pansion and 

acq~sition ~o~lc ~~ advantagcouc to customers of both V~lleci:o an~ 

Subu:bao inasmuch as Vallecito's well field is located in Suburban's 

present certificated are~, and the elevations of V~llecitofs reser­

voirs ere compatib:c to the p:cse:e zone ~cas in Sub~rban's arC4. 

Vallecito T $ water rights e.::'C 'tolorth in e::cess of $600,000, but such 

$llount was not incluc1cd in his estimate of $700,000, the approxic.ate 

worth of Vallecito. S~burban was pegotiati~g with the City of 

s.a::.ta. Fe Springs (City) for the tci(ing, under :hrcat of a condemna­

tio:l. .lCtion commenced by City two years ago, of Subu:b~ , s ".Na'tOr 

system with1:l City's l:.mits, ::no. posc1bly all of Subu:bcn's 'W:ltcr 

systetl in the C::':;:'cs of Pico-River."l, Downey, and Norw.:llk, ::ald in 

Coenty ~ca adjacent to City. Negotiations with City were in tha 

engineering phase, td~t is, the properties to be cond-~cd or 

~egotiatcd were being inventoried by engineers employed by City. The 

maxim~ payment author5.zed under City's bond issue and condemnation 

p::oocecGings could exceed. $~ ,500 ,000, bu~ Suburban est1m.o.tcs tha.t 

$2,000,000 is ."l relatively conservative ~xpectat1on. !hc proeee~ 

12/ 
- '!be instant application shows that Suburban fU7:'Oishcs "Nate: 

service to nea:ly 46,000 customers located in two axeDs, 
generally referred to as the San Jose Hills and Whittier-Pico 
Rivera Districts. 
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from such an acquisition would be used to acquire additional service 

areas, such as Vallecito, to replace those taken by City and such 

proceeds could lawfully be permitted to be reinvested within a YC4r 

without tax consequence. At the time Vallecito's direc1:ors declared 

Suburban to be the high bidder and awarded the s:Jle of the assets to 

Suburban, Vallecito's directors were Crosby (Chairman), 

Mathisen, Svenson, Skelton, and Entwistle. No formal dem3nd had 

ever been mad(! by Suburban upon Vallecito's counsel for the retum or 

the drawing down of the deposit of 50 per cent of the bid price. 

Suburban proposed to assume Vallecito's refund agreecent obligations, 

and to asS\lX:lC the payment on the $50,000 debt on the reservoir eon­

strueted by Sunset. As a director of Vallecito he had voted in 

favor of a resolution which was approved by Vallecito's directors to 

request a r~te increase. Suburban's proposal to pay the difference 

between the net book value of Vallecito's stock of $11_87 and 

Suburban's guaranteed $16.10 per sh:l.re to shareholders was justified 

on the basis that, in addition to the book val\2e of the company, 

there are additional assets including the prox1Q1ty to the existiDg 

Suburban area ~ng it readily adaptable to becoming a part of 

Suburban f s service area, the blanket Cll$ement owed by V:.tl.lecito 

which is an asset not included in the book value 1 the fact that 

Vallecito is a going concern 1 and V~llccitofs water rights. Although 

he was not a director at the time of sale, af~er he became a director 

certain terms ;;md conditions of the sale were modified to provide for 

the return to SUburban of $382,000 of the deposit as the directors 

then thought that it was unnecessary for Suburban to expend interest 

on money that would. be on deposit pending the conclusion of the 

-9-



hearings before this Commission. He stated that the proposed sale 

of Suburboln' s Santa Fe Springs system facilities to City would have 

no effect on Suburban's operations in its S~ Jose Hills system since 

these two Suburban systems are completely separate in their opera­

tions. 
13/ 

Suburban's assistant treasurer- tcstificc1 .as follows: He 

has been associated with Suburban a little over eight years and had 

been made ass1st:mt treasurer a little over .:t year ago. His 

c:.q>erienee has be.en in the accounting and fin..mcial e:ld7 foreeaseillg, 

and buc1gct!.ng.. Suburb.an' s comparative. f.in~i.:ll statements as of 

August 3.1, 1963 and 1962, Exhibit No.6, show its financial. eon­

dition at those dates and its e.:lrtl.ings for the first eight months of 
14/ 

1962 and 196~.- E~bit No.7, based on rC3S0nablc estimates and 

judgment figures arrived at by various members of man~omcnt, and 

adop~ec by 111m as being reasonable, is o/l schedule of S\ll)urb= r s­

estimated Available and Use of Funds for 1964; "Available Funt.ls" 

would be: Proceeds. from the City of Santa Fe Springs, $2,000,000; ,/ 

Net Income (after operating expenses and taxes), $232~600; Dep::eci.a­

tion, $412,000; Contrlbutions, $25,000; Bank Loan, $200,000; Advance 

for Construction, $320,000; and Sales of Preferred Stock to Insti­

tutions, $500,000, totaling. $3,689,600. Suburl:>.l1.,!s present baok 

lino of credit is $1,000)000 of which it has borrowed $600~OOO and of 

which it would p::opose to use $200,000 of the balance in 1964. It 

is/Witness McNeese. 
1~/ Exhibi t No. 6 shows Suburban's total utility plant as of 

A1.lgu5t 31, 1963, to be $18,641~975, with related depreciation 
reserve of $3,118,130; total current assets of $1,648,721; 
total current liabilities of $1,457,340; and advm:u:cs for con­
struction of $·1,977 ,428. 
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p:c$cntly h~ 3utho:ity to issue p=cferred stock in the ~o~: of ~p­

proximately $250,000, and it ~o~ld require addition~l ~uthority from 

this Cowoission to issue and sell the pro,osed total of $500,000 to in­

s::itutions. n~sc of Funci.zlt "'NOuld be for: Bond Rctircm.cnt, $113,.000, 

reprcccnting toe amount of bonds to be retired durinz 1964 und~: the 

provisions 0; Suburoan· S inc!cnturc, Dividends on P:e£crred Stock, 

$176,OO~ rc,rcz~::i:g :he 3mOun~ to ~c p~d on Suburban's preferred 

stoc!~ presently ou:s~~ding and covoring some of tl'le d:i..vidends that 

~ould be paid ~nst1tutions if sale of stoe~ to institut~ons ~era neces­

sary; Refunes on Adv3tlCCS:O= Constructio:). amounting to $160,000, rc?::c­

senting Suburban's best esticate of the amounts that would be d~e uncer 

:::1:5 Mci.n Extension Rule; Div1.c1ends on ComIton Stock, $45,000, rocprescnt­

ing Suburb.o.n t s endeavor to t:1clc:e a custOtlary dcclar.:.tion in order to 

establish a d1~~dcnd practice so that its stock would be attractive to 

invcs~or$; Refund Notes, $l6,000, representing the zmOurLt due on 

notes issued p-arsu:J.nt to Commission authority; Purcha.se of Mutual 

Stocks, $10,000, :eprcscnting an average figure which Suburban wou~d 

usc to purchase 1:l.u:'Ual water company stocks should they boz available 

fo~ pu:chasc ~d should they be needed; Coopletion of Work j~ Process, 

$64,800, representing ~bc amount of work expected to be p~d for bu~ 

not completea at the end of 1963; Unforeseen, $60,000, which would be 

used for ite~ that Sub~rban cannot foresee, such as.installa~ion of 

plant, replacement of some equipment th.:t may gc out u,"'lexpcctcdly, 

or the like; Tr.:cts o'!Xld Main Extension$~ $340,000, representing the 

a:noun-: to be used to put in in-tract facilities within subd:lvisions 

for which subdividers <llready had advanced the money; New Plan: 

!mproveccnts, $404,SOO, rep~esenting the items of pl~t that 

-11-
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Suburbon 'tt~uJ.d put in during 1964, b.l$cd upon a mal'l~el:!Cnt figu:re; 

and Vinnell Devclop:llCnt, $5.3);000,. r.cprcscnti'Og Suburban's best 

e$t~~e of the ~~~ that ~ould be rcauircd in the Vi~cl1 ~elop-
15/ • 

mcnt for !".he yc~ lS6L~,- tot:!J.ing $1,442,600 .:me making $2,247,000 

"yail.:.ble fo;c p.:l)'tC~nt of ban.'I( lo~s on t!:e Vallecito purchase and 

. - , ~~ 11 ~.~ ~:ovemc~wz .n va cc._o. 

E~b:!' t ~~o. 8 eonta:f..ns .:l cor.~e:lscd b.,.l.r.c~ sheet cs of 

of DeccmDer 3l~ 19G4. 

end of Aug1Js:, 1963, ~d its financicl position at the end of 

~ccm'::>er, 196L~, on a pro fOrJD.a b~si$ after purcilasing Vcl1ccito Md 

after e~~ng out tb.c fincnci.::l prog:r.:..:n show:l on E~bit No.7, 

except th~t the b:,,'t':.'k loom, sho"m on Ex.i.1bit No.7, 'Woule not 'have 

ix:cn inC".lrre~ .:m.cl p:::efcn'cd stock 'WOuld not hmr~ been sold; it~ 

pUrj?osc W.:lS to ShOt-7, 0:1 ~ pro fo::tn.l basis, thc."\t Subt::::ba1 wo~ld be 

o.bl~ :0 c:r:r.y out the purcb.ese of Vallecito cmd have ar:l?lc f~ds 

lef~ ove:::. 

Ex.."LU.b::'t i!-To. 9 sho'tt's co::xpcr.a.tivc capital ratios, rcco.ded 

~e p:o £o:m.:., 3S of August 31, 1963, and Decex:lbe:c ;)1, 1964. How~e:t', 

the amounts o~ ~~,cne~s for const~ction, totaling $1,9i7,42S as of 

k~gust 31, 1963, r.eeordca, end $3,066,123, pro fo~, Deeeobcr 31, 

1954, sho~n ~n E~ii~it ~o. 5, bzv~ not been re=lcetcd in tr~ ~atios 

set fo~th in Exhib1. t No.. 9.. E"..h.i.'bi ~ No.. 10 shows t:he ~~-up ?f 

15/ In A"l1ectiCln No. 45465, filed Y.k!y 23, J.963, SubuZ'oan soue!',t a. 
ce:::-tificatc to extend it~ Covin.:. Knolls system t.o serve clpz.:,roxi­
ma~cly 2,900 acres to be developed by Vinnell Consr.r~ctors, 
Forest Lewn Company, D.G.& H. :Ocvelopocnt Company a:c oth~r$ in 
the Cities of San Dimas and Covina, and in '..mincorpe:-atco. te_ri­
tory of Los Axlgelc$ Co-unty north and south of the Sa:l Bemarol.no 
Freeway. By Decision ~\o. 66739, dated February 4, 1964, 
S~bu:b~ was de~icd a ccrt~ficate to serve Vinnell ~d Forest 
::'':'''''''!l. .. 
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the purcb.as~ price stated in the sales agreement, Exhibit B a1:1:ached 

to the application, of $785,000, and shows tM1: 11: would require 

Suburban to put in an additional $40,000 1:0 be able to meet the 

requirement of a guarantee of $16 .. 10 a. sMrc, and 'the utility plant 

acquiSition adjustment ~ou1d be $143,000 instead of $180,000. By 

reviewing Exhibit No.2, 'and taking into consideration the capital 

stock, shown thereon in the liability section, in the .3lJlOunt of 

$383,320, and adding to it contributions in aid of construction in 

the amount of $114,826 and tbe surplus in 'the amount of $90,300 for a 

total of $588,046, and dividing this sum by 38,332 shares, the book 

value per share ~ould be in excess of $15 .. 30 per share. B.mk loans 

on the Vallecito purchase in the amount of $392,000 are unsecured .. 

In Exhibit No.6, special deposits of $455,276, as of 

August 31, 1963, include the amount of $392,000 borrowed from Bank and 

deposited with ValleCito, and an additional amount on deposit with 

Suburban's trustee under its indenture.. AecOU01:S receivable of 

$397,792 include $271,000 adv3nced to Cal Fin, a wholly owned 

subsidiary of Suburban. Cal Fin acquired V.:l,llecit:o st:ock with such 

advance. Notes payable of $716,2~9 include funds borrowed by 

Suburb~ for advance to Cal Fin to acquire Vallecito stock. 

Exhibit No. 10 does not represent the required criteria for 

bidding as described by Vallecito's pres,idcnt. As shown' in Exhibi1: 
, : 

No .. 8) notes payable, as of August 31" 1963:,. 'wo,uld deeli~e from 
, ' 

$716,289 to $289, as 0'£ December 31", 1964, ,upon the supposit:i:on that 

$716,000 of notes payable 'Would be discb..a~ged during that period from 

sources shown on Exhibit No • .:,. Advances for construction, also 

sho'Wn on Exhibit No .. S, would increase from $1,977,000 :J~ oZ 

~ugust 31, 1963, to $3,066,000 as of Dec~be~ 31) 1964, Que to tha 
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p-ropos~d ;acquisition of Vallecito. If ~dv3nCCS for construction had 

been included in debt and contributions in aid of construction had 

been excl~d from c~uity, the rela~ionship of total stockholders' 

equity to total capitaliz~tion of the company, shown in Exhibit No. 9~ 

would be somewhat: less. The increase in earned surplus, shown on 

Exhibit No.9, between Aug'US~ 31, 1963 ar.ld December 31, 1964, from 

$688,887 to $1,613,487 eCl.rr:t~s fo:-".srd the ."lSsu:::p~ion tha,e' $2,000,OCO 

would be received £~om City during the year 1964. According to 

Exhibit No.7, if tM. pr~e~<:!s from City do not become available 

d~ng tr~ ye~= 1964, t~~re woule, be a balanc¢ of only $247,000 to 

take ctJ.:"!"e. of the rcpay.:nent of bank loans on Vallecito purchase and 

icprovemc~ts of V~llecito. Sub~~b~n could ~lso engage in additional 

interim financing and the sale of dcbcn+;u're.s olud perhaps some bonds; 

the matter of selli~g bonds a~d clcbentu:es has be~n disc1JSse<i with 

vario'!Js fino.ncial i!!sti t':.ltions, but any further eo::mni to"2nts "",ould be 

premature in view of the fact that negotiations with City for the 

purchase of Suburb~n's assets have ente~~d final phases of ~egotia-

tions. No ~ppliear.ion ~o the Co~.ssion h~~ been £il~d ~sl~g 

authorization to issue and sell pr~=~rrcd c~ock in an amount to 

bring such a·.lthorization up to the amount of $500 ,000 ~ indicated on 

Ex..1rl.b::': No.7. 
l~1 

S~burba~'s p~~sie~~t-- ~~~ cir~e~or testifiee as follows: 

He has b("~n its p7:~c1~:nt since about 1~L~9, bu": had net b~cn pr¢siaeT.'lt 

of its preOcccssor Whittier Water Company_ F~s principal respons1-

b OlO.. • f C' ° ~ 'f" i 1. ). ... 1 :loS to a-=ra!'le:~ c:':' ... ~O·olr:.l,?w-:l s ::':lane n~. ~~cour.:s receivable 

~7 Witness Garnie=. 
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of $397,792 ~s of A~gust of 1963 i~cludc an- amoun: of $279~600 

loomcd to Cal Fin. Nott)G p<1y~ble. of $716,~OOO .lS 0: s.aid da~c 

inc:h'l~ $700 ".()()O r!t'~ to' B.:mk. and $16 7 000 duc' to s'Ubdivi~rs in the 

form of notes give:} in the p~t of refund .eontr.-;:cts. The p:rin­

cip~l re~n th~~ DO~CS payable reflect a substantially large: 

b.:.lmlcC in August of 1963 as comp:rcd with Augus.: of 19G2 WtJ.$ :hc 

$392,000 clCposit ~ade with Vallecito's counsel for the acquisition 

of 't18110e1to' s azscts. 

He is also p::esident and a cli:cctor of Cal Fin. Cal :::in 

was i~corpo:a~ecl cbout 1955 or 1956, for the principal p~rposc o~ 

buying end selling secur!r.ics and also for the purpose of acquiring 

and selli~,s T.Qal csta::e. It has made .z ~ket in Suburban stock from 

time t.o ti=c ~y acquiring big blocks and then mcrchandizing tOOtl over 

a p<::iod of time) and <icing things to .assist its principal stock­

:"'oldcr". 'Which is S~.lbu:rb~, that Suburb.:m could not do for itself. 

Co.: Fin:s di:ccto:s ~ere ve:y much interestcd in seeing Suburban 

acquire Vallecito's assets, and they were interested in doing cvcry­

't1:-..ing possible to assist it in that task. After establishment of Do 

p~i=c of $16.10 a zncre for Vallecito's 3tock as the result of the 

b~Gding of the four ~tilitics, many of the stockholders were inter­

ested in selling ~hc1r stock; this was after the cetermination of the /' 

sr~ccolders ~ to ~ho would be entitled to purc~c Vallecito's 

tlSscts and was obo':.lt the first part of May, 1963. About ten days . W 
aft~r S.:a:l GQricl filed its application offers of stock started 

"f1! Application No. 45443 of San Gabriel for authority to acqui::c 
Vallecito's stock was filed M4y 17, 1963_ By Decision No. 66140, 
dtltcd Oc'!:o~r 15, 1963, S.o.n Gabriel was autho::ized to acquire 
~l,llS shares of Vallecito's capital stock from R.H. Nicholson 
at a p:iee not to exeeed $:2.15 per shar~ ancl to pur~hasc from 
ot~crG ~o: c~rc :h~ 27,2l4 shares of Vallecito's ccpital stock 
~~ ~ price not to exceed $16.10 per shaT-c. 

-15-



A. 4~6a8 - ~ep* 

comi:og in. He went to BaDk .and told them of Cal Fin's interest: in 

acquir:i:n& t'h~ ~t"~1~ Chat Wf.t.<:. avail.a.ble and asked ~o borrow a.bout 

$300,000 or $400,000 so that anyone who wished to sell at that time 

would have a market. He also talked to people who might be inter .. 

es:ed in acquiring the stock and who were friendly to Suburban. 

Bank indicated th.l.t 1 t 'l',\l()uld be very gla.d to lend Cal Fin the 'QCncy 

but uneer the terms of the trust indenture it would be necessary to 

"?i.pcline" the funds through Suburban in orclcr to meet the require'" 

mcnts of the trust indenture; so th~t was done. Cal Fin borrowed 

funds from Suburban froe. timo to time and 3Cquircd the stock, had the 

stock directly transferred from the owner to Bank, and Bank holds the 

stock and is too owner of it :l.t the present time. The stock serves 

as seeuri ty for the b.onk lo~ .. I t is Ca.l Fin's intention that, in 

the event of Cor::zmission approval of Suburban r s acquiSition of 

Vallecito's 3$set~ and the liquidation of Vallecito, the amounts of 

$16 .. l0, or more, ~r sha.rc \\?ill be paid to Bank to payoff the bank 

obligations. The reason for Cal Fin's acquiring Vallecito's stock, 

when it was Suburban's objective to acquire Vallecito's assets, was 

that, know1Dg that the president of San Gabriel, l~:i.eholscn, had 

already aCquired 11,000 shares of Vallecito's stock, it was evident 

that tb,a .:lvailablc stock should be purehased by someone friendly to 

Suburban or the m3ttcr of the acquisition.of Vallecitors assets 

would Dever get to tl~s Comciseion by application, or otherwise, if 

control was aequired by l~:Z.eholsO%l 01: his group.. Therefore~ it 

was necessary for Cal Fin and others to acquire shares when they 

were available.. Cal Fin 1 s direetors are John Bodger, Ruskin 

Gardner, C .. H. Deitz, Walker Hannon, .and Camille G.arnier. 
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Dietz is Suburban T s secretary, Hannon is Subul!'b.an' s executive vice 
IS} 

president, Bodger and Gardner are directors of Suburban. 

Bank is the legal o-wncr of the stock, is the one who would vote it, 

and it is in its name; it was from BaIlk funds that the stock was 

purchased. Bank has loaned in excess of $150,000 to Vallecito, and 

he 1:hought Bank's only hope of beitlg repaid was to get someone 

financially strong in charge. of the company_ Upon the repayment 

to B-ax>k of the money loaned, the stock will be tu:r.o.ed over to Cal 

Fin. The stock is being held as security for the loan to Cal Fin. 

Bank loaned the funds to Suburban llXld Suburban made the funds avail­

able to Cal Fin; Cal Fin borrowed the money from Suburban; 'With that 

money Cal Fin purchased Vallecito's stock and caused it to be trans­

fe:red to Bank. Bank holds this stock as collateral for the funds 

advanced to Sub'Urba;o. 'Until such time as the loans are repaid. The 

b'aIlk notes are demand no'Ccs, and Suburban's loan to Cal Fin is a 

6 per cent demand note. 
19/ 

A v1.ce prcsident- .and director of San Gabriel, who is 

also ~ director of ValleCito, testified as follows: San Gabriel's 

offer on April 23, 1963, provided for adjus1:m(m1: in the purchase 

price as ~ rcs-uJ.: of changes in utility plant taking pla.ce after 

December 31, 1962, as did Suburban's bid. Subsequent to the 

acceptanee by Vallecito's direetors of Suburban's offer of $16.10, 

the te~ and eondi:ions of that offer 'WOre tendered to the share­

holde=s of V~llceito for their approval and were approved. Subse­

quently, and on August S, 1963, the ~-up of Vallecito's directors 

comtnissiotl records show that Deitz, l·!atmOXJ, ana Ga:rnier are 
also direetors of Su~~ban. 
Witness Entwistle. 
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August 12, 1963, the s.:lles agreement, Exhibit B attached to the 

application, was executed on behalf of Vallecito; the .ag%eement makes 

no provision for adjustment in the purchase price as .:l result of the 

.:ldditions (net, after retirements and depreciae10n) to plant made by 

Vallecito, either subsectuent to December 31, 1962, or subsequent 

to the closing~ Based on Vallecito's balance sbeet as of August 3l, 

1963, Exhibit No.2, the San Gabriel bid figure at August 31, 1963, 

~ould be approximately $3l,750 greater than that indicated by Exhibit 

No. 10, which 'WOuld be approximately 90 cents more per share, and 

San Gabriel's purchase price would equate somewhere close to $17 a 

share. 

One of Suburban's counsel testified regarding the status of 

negotiations with City, and corroborated other testimony thereon. 
20/ 

A Commission staff aeeountant-- testified regarding 

Exhibit No. 13, the Commission staff's financial report on the 

application. Said exhibit shows that: Total estimated cost of 

construction for plant expansion for the purpose of rendering water 

service to an aro.:l developed by Sunset International Petroleum 

Corpora.t10n was $888:,000, of which Suburban will provide $220,100; 

the cost of fin.;meing the development of the area, requested in 

Application No. 45465 (Footnote 15 herein), to be provided by 
21/ 

Suburban is $678,130:- The sales agreement, Exhibit B attached 

to the applica.tion, provides that Subur1>an asS'Uale a promissory note 

in the amount of $47,SOO payable to Sunset. If paragraph 4 of the 

207 -- Witness Hendricks. 
21/ Any conclusion to be drawn from this statement 'WOuld be a.lterccl 

by the effec:t& of the denial of the main portion of Application 
No. 45645 (supra). 
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sales agreement were Strictly interpreted and adhered to, 'the util­

ity plane acquisition adjustment could amount to $268,21'3, represent­

ing the amount by 'Which the adjusted sales price would exceed the 

amount of net assets. Suburban's adjus.ted purchase pr1ce for 

Vallecito's assets is $6S1,471. Although Suburban has consistently 

stated that the possible sale of its S.anta Fe Springs water system is 

the primary source of these funds, as of October 21, 1963, the sale 

had not been cons'UlIllJULted nor had the final engineering figures of the 

sale 'been prepared. As of December 31, 1962, common stock equity 

'constituted ~bout 10 per cent and preferred stock about 26 per cent 

of Suburba:n' s total capital structure, and total stockholders t 

equity of that date was about 36 per cent; these ratios decrease to 

9 per cent, 22 per cent and 31 per cent, respectively, on .ll pro 

forma basis assuming the inclusion of items pertainiDg to 'the ,Sunset 

Development and of items pertaining to the Vallecito acquiSition. 

Long te~ debt and advances for construction constituted 64 per cent 

of the capital structure at December 31, 1962, and 'WOuld incre.ase to 

69 per cent upon such pro foma basis and combined stockholders' 

equity would decrease to 31 per cent. Advances for.construction 

would remain well below 50 per cent of net depreciated utility plant 

even when projected on a pro forma basis. This witness concluded 

at page 6 of said Exhibit No. 13, with respect to applicant Suburban 

as follows: 

"l.. Applicant's common stock and total equity capital 
ratios do not compare favorably 'With other Class A 
water utilities operating in California, and no 
means of improving its capital structure ~ been 
advanced by applicant in its current proposals. 
The average mean ratio of common stock equity for 
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ll! 

the other Class A water utilities sbownin a 
Commission study entitled "Comparative Statistical 
Data/' dated July 26, ~~63, is 33.461., compaxed 
with 10.36% and 7.S7i'. _, for the applicant at 
December 31, 1962~ and on a pro forma basis, 
respectively. 

ff2 ~ Applicant f s present capital structure eppcars to be 
weak and may further deteriorate if the current 
application is granted. 

"3. It appears that ap:plicant's dividend requirements 
cons'Ul:1C most of its net operating revenues; that 
interna~ly generated funds to finance expansion are 
limited, and that financing of too eX?=nsion proposed 
must rely principally on debt and adveances. for con­
struetion. 

HIn view of the Commission' e past ~d continuing concern over 
applicant's unbal~ceQ c~p1:al strueture* ~:~ch ~ll be further 
unbal~ced as a :csult of p=opo~ed eX?ansio~ without additio~ 
equity capita1~ it is reco~cnd~d that approval of applicant's 
requcst, i£ grani:ed~ be conditioned upon c'lc,.,clopment and 
m4intcnancc of a capital st~~t~~e containi~ at least 401-
total preferred. and. common stock equity, a:ld no more ~ 6Oi. 
debt ~d advances for construction combined. 

*Decision No. 52240, dated November 14, 1955, in 
Application No. 37401. 
DeciSion No. 52729, dated March 6~ 1950~ in 
Application No. 3i649. 
De~ision No. 54034~ date4 November 19, 1950~ in 
Application No. 38529. 
DeCiSion No. 55053, dated June 4, 1957, in 
Application No. 39069. 
Decision No. 57782, elated December 30, 1958, in 
Application No. 4062S. 
Decision No. 58716, dated July 7, 1959, in 
Apl>11eat1on No. 40954. 

"DeciSion No. 58716 cotXlmCnts upon Suburban f s unbalanced capital 
structure and prohibits contiguous extension without Commis ... 
sion's authority." 

'Ihis ratio would be 8'.921. excluding the VinneJ 1 and Forast La'Wn 
devclopoents danied by Doeision No. 66739 (supra.). 
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Upon consideration of the evidence, the Commission finds 

that: 

1. Applicants I M:>tion to Strike San Gabriel's Brief should be 

denied. 

2. Vallecito Water Company is a public utility water corpora-

tion under the jurisdiction of this Cotm:n1ssion, and has been since 

its inception on November 18, 1954; the operations of its predecessor 

as a mutual were largely in connection with agriculture since about 

the year 1914; its present operations axe preponderantly the furnish­

ing of domestic water service to subdivisions in unincorporated 

territory of Los Angeles County and in a small portion of the Ci'ty of 

Industry. Demands on Vallecito for W4'ter service to ten subdi­

viSions, comprising at least 750 lots, have been made by subd1v1de:s. 

Its current and accrued liabilities exceed. its current llnd accrued 

assets in the ratio of almost three to one; it is in default not only 

on its refunds payable to subdividers on main extension contracts, 

but also on notes with suppliers of se%Vicesj its financial condition 

is poor, and its water system carmot be modernized bec.lUSe of lack of 

funds. Its directors have voted to apply for a rate increase. 

:Because of its poor financial condition and its inability to secure 

additional financing, its directors, in January, 1963, determined to 

sell its assets; ane.' on April 27, 1963, Vallecito's directors 

accepted the highest bid for its assets, which was the $16.10 per 

share bid of Suburban Water Systems. 

3. Suburban Wate~ Systems, or its predecessors, have been fur-

nishing water service in Suburban's San Jose Hills District since 
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1944, and in its ~~ittier, P1eo-Riv~ra District since 1907; it now 

furnishes water service ~o appro~tely 46,000 customers. 

4. Suburban's financial eap~b11itics to purchase Vallecieo's 

~s:;;ets arc b.2.S~d on its estimate of the ava!lability of funds as set 

~orth in ZY~i~i: No.7. Such estimate of the available zunds '\.:St:.blc 

fo:r 'P'U.rehase of Vc.ll~eito is conjectural, incomplete, docs not ex~nd 

beyond th~ yeru:- 1964, and is pr:t.ma.:i:!.y ciepcncIent on proceeds f:om the 

sale of its pro~rties to the City o~ Sant3 Fc Spr.ings. 

of such sale being conz~tcd between the City of S~~t~ Fe Sp=~ngc 

a~:: $ub'Ut'oao i$ '\:t)co:rtain ana the t:i.:le "ilith::'t: which StI.eh p::oecods 

t:::'~:'1~ be made sv",ilable to Suburban is ince:Zinite. 

5. No~withst~ding the denial of Suburb~'s appliCAtion to 

serve th~ Vinnell and Forest La·~ developments and the result act 

cxcl~io:l. of finc:lci.:l.l re~ui%'e:ncnts therefor, t..."'l.e ratio of S'Uburb.:n' s 

~qt.:lity e.:~it.:.l to totru. e"'?~t.ll has been and is utl$~:isfa.etorily low, 

ano if thi.s applie~tion ~erc grant~d ~ould be mo~e so. 

6. Hacl the ::::z.lee cS:rcemctlt, Exhibit'S· att.aehcd to the appli­

cation ~ been eT..ec'\,;tcd pursuant to the criteria of bidding for the 

sa.!.c of ?x0l'c:::ios, the bid of San Gwrlel Valley 'VIater Company, 

suar~~tc~i~g a price to Vallecito's shareholders of not less than 

$16.06 ?C'r sha:e, 'ttyould ll.TV'C equa.ted to approximately $17 per shar~ 

7. V.llleci~o ~d Suburban b4ve failed to show that the grant­

ing 0= the ap~lication is in the best interest of V~llecito's con­

c~~rs and pro?rietors, and have also failed to s~w that the 

grcnting of the application is in the best inte:est of SUburoan's 

const::ners If 
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8. Suburban has i~iled to show its financial ability to carry 

out the terms of the Agreement for Purchase and Sale of Corporate 

Assets, dated August 12, 1963, a copy of which is attached to the 

application as Exhibit B. 

9. Neither Vallecito tlor Suburban has established that the 

granting of the application would not be adverse to the public 

interest. 

10. Suburban obtained a loan from Security First National Bank­

Whittier Branch, in Hay, 1963·; at least $279,600 of the proceeds of . 
said loan were then loaned to Cal Fin, a wholly owned subsidiary of 

Suburban; Cal Fin's officers and directors are interlocking and for 

the purposes of this proceeding cal Fin is the alter ego of Suburban. 

Cal Fin purchased or caused to be purchased Vallecito stock with said 

funds for the purpose of preventing the majority of Vallecito stock 

from being sold to San Gabriel Water Company's preSident, ~hich said 

latter company had applied for authority to purchase Vallecito stock, 

and which said authority was granted in October, 1963. Suburban has 

gained control of and does control Vallecito by means of Cal FiD'S 

purchase of Vallecito stock or by meaDS of Cal Fin's havfog caused 

the puxchase of Vallecito stock enabled by Suburban's loan to cal FiD. 

11. Cal Fin was unable to acquire Vallecito stock or cause 

Vallecito's stock to be acquired without SU~lrban's loan 1 a~d 

Suburban's loan enabled Cal Fin to acquire Vs'llecito stock or cause 

it to be acquired. 
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12. No application, pursuant to Section 852 of the Public 

Utilities Code 7 to acquire Vallecito stock or to cause Vallecito 

stock to be ac~uired was made by Suburban or its alter ego Cal Fin or 

granted by the Commission. The purchase of Vallecito stock by cal Fi~ 

in the manner described herein is tantamount to the purchase of said 

stock by Suburban and is in violation of Section 852 of the Public 

Utilities Code and is therefore void. 

13. Vallecito transferred shares of its capital stock to Cal 

Fin or to Security First Nat1o~al Bank-Whittier Branch. 

14. No application, pursuant to Section 852 of the Public 

Utilities Code, to transfer its stock to either Cal Fin, the alter 

ego of SubuxbaD, or Bank, as holder, was 1ll3de by Vallecito or gra~ted 

by the Commission. 

Conclusions 

Based on the foregoing findings, the ~ission concludes 

that: 

l. Applicant's Motion to Strike San Gabriel's Brief should be 

denied. 

2. This application should be denied. 

ORDER _ ..... ...-._-

IT IS ORDERED tMt: 

1. The MOtion to Strike San Gabriel's Brief is denied. 

2. Application No. 45688 is denied. 

3. Suburban Water Systems and Cal Fin shall, within ten days 

after the effective date hereof; report to the Commission iD writing 

their action regardiDg their unlawful acquisition or their causiDg of 

the unlawful acquisition of the stock of Valleci~o Water Company. 
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4. Valleeito Water Company shall~ withiD ten days aft ex' the ./ 

effective date hereof~ report to the Commission in writiDg its action 

regarding its unlawful transfer of its stock to Cal Fin ox to 

Security First National Bank-Whittier Branen, 8S holder. 

The effective elate of this cn:dex shall be twenty days after 
the date hereof. 

Dated at SfLTl 'F'r:mciseO 

day of --T'Y'( ~f 
(j 

, california, this 

, 1964. 


