
BR./NB * 

Decision No. _..::7~O:::;.O.:;::...;::1.:;.;:;1:..- o RUUNAl 
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application ) 
of VALLECITO WATER COMPANY", a ~ 
corporation, for authority to 
sell and issue 50,000 shares of 
its' common stock. ' 

In the, Matter' of the Application) 
of SAN GABRIEL. V~u:.y WA'IER COM- ) 
? .. ~'ifor.' a!l. order authorizing it ) 
to .acqui~e common .. stockof ) 
Vallecito Water Company. ) 

Application No,. 47790 
Filed August .. 3, "1965·; 

Amended Sep,tember '1, 1965 .. 

Application No. 47809 
Filed Augus1: 13, 19?5, 

Wm. M. Lassleben z Jr., for applicant in 
Application No. 47790, and as interested 
party in Application No. 47809. 

Brobeck, Phleger & Harrison, by Robert N. LOnar' 
for applicant in Applicatior .. No. 4'So~, an 
as interested party in 'Application 47790. 

RaymondE.Heytens, for the Commission staff. , 

o P I.N I 0, N .... - .... ~-.~.~ 

By these applications, Vallecito Water Company seeks " 

authority to issue and se11'50,OOOshares of its 'common stoek unele~ '. 

a plan which provides that saiel shares will be offered,to existing 

sharebolders for-cash at no less than book value (approximately 

$14.38), or"for not less than $14~10 per share, which would yield' 

at least $705,000, and San Gabriel Valley Water ,Company seeks 

authority to purchase' all of the proposed issue at $16, •. 19 per' share , 

which would produce $805,000 of cash to Vallecito. Exhibit No·. 8 is 

S:.m Gabriel's offer to purchase 43,789' shares- at $16.tO per share, 

which would return $705,.003 of cash to, Vallecito. 

Public hearings were helel before Examiner Warner on 

August 30 and September 1, 1965, at Los Angeles. Xhe matters were 

submitted subject to the receipt of late-filed Exhibits. Nos. 13 and 

14 on or before September 7, 1965, which have been received,.' 
. , ' 
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Vallecito proposes to apply the proceeds from the stock 

issue to pay and discharge its recently issued $125,OOO~ l-year, 

unseeured, 6% previously authorized renewal note held by 'Security 

First National Bank; to pay anel discharge its $100,000, '90-day, 

unsecured, 67.. promissory note, dated June 7, 1965", he1dby saier' 

bank, the proceeds from which have been used to- pay accounts payable' 

of $31,000, to make service revenue refunds, of $30,000 for tbe:yest's 
, '. ,-

1959-1962 to pay notes of $22,500 payable to Neptune Meter'Company, 
" 

f 
to pay notes of $2',500 peyable to' Sunset InternatioTl4l Petroleum Com- \,' 

pany, and for working cash of,$14,OOOj to pay and discharge its 

$275,000, 90-day, unsecured, 6-1/2% promissory note, dated March 26, 

1965, issued to" a.nd'helel by Salesmen Realty, Inc., of Denver, 

Colorado, the proceeds from which have been used to replace, 30- and : 

12-inch concrete supply mains, replace the pumps and natural gas 

engines on Wells Nos,. 1 and, 6 with electric-driven pumps,. ·for demol

ishing., piping, and constructing sand traps, and installing meters J 
at the, well sites, for installing panels and underground' ,conduits, 

and for water meters, telemetering, transportation equipment"radio-s., 

tools, serv.t:ce stubs, fire hydrants., unforesceables" and' ,working' 

cash, all totaling an estimated cost, as shown in the aPt>lieation of 

$284,000; ,to pay the cost, amount1llg to $70,000, for the construc-

tion of .a.'~ew office,building and shops; to install .additi~l plant 

and needed 'facilities, to,texmi1l4te existing refund contracts, to 

reimburse the treasury for refund payments made this ye4r, and to 
, I 

provide funds to be used, in part, to make future required' refund 

payments, all totaling $130,000, as sho'Wtl in ValleCito's application .. 

There are several substantial discrepancies between the" 

disposition of the anticipated proceeds set forth in Vallecito's 

application and the proposed disposition outline~ by the witness 

Hannon, Vallecito '$ executive vice preSident, both as to amount and 

purpose. Included in the' construction cost for ,replacement of 
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supply mains in an amount of $6,093.46 for engineering ciaarges by 

Va1inda Engineering Co., of which Vallecito's president, Gamier,. is 

a principal. Also included in the es,timated costs for replacing the' 

well motors and pumps,. and the construction related thereto" is an 

amount of $5,.768.74, charged by Valinda~ No bids, were' sought on the ./" 

contract for engineering services. Also included' in construction, 

costs is an amount of $1,800 per month,. capitalized out of adminis- j 
I" 

trativeand general expenses,. representing 50% of general ma.nager J 

Richards' $900 per, month salary, 50% of secretary Roby" s $700 per 

month salary, 75% ofpresident:Garnier~s $700'per month salary, and 

50% of vlce presidents Hannon and Dietz'$150 each per month salary, 1 -
together with office expense of $150 per month·,. and $175 per month 

of legal expenses. !he effect of the capitalization of such sal~r.1es 

is to increase the eosts of plant and rcduceopcrcting'expenscs,and, f 

although the witness Roby testified that such ca.pitalizationwas 

'based on a,schedule' prepared by vice president Dietz,.'$uch schedule 

is not of record' herein ... ' 

Case No. 8086 is an investigation on the Cammissionrs own. ! 
motion into, among. other things, the circumstances surrounding the i 

a,cquisition of 18,003 shares of Vallecito's outstanding 38,332 shares 

of COt:mlon stock by William J. Hickey, an :Lndividual. Hearings ~n 

the investigation were held in July, August and early September 1965,. 

and will continue to be held. Decision No. 67261~.in Application \' 

No. 45688, found the transfer of the 18:,003 shares. to· and'acquisition 

by Calfin Co., a.lter ego of Suburban Water Systems, a public utility 

water corporation under the jurisdiction of this Commission~ or 

'roll & Co. as nominee for Security First National :Bank, to have been 
v 

in violation of Section.85~ of the Public· Utilities' Code and~ there-
, I 

fore, null and void' and· of no effect. Official notice . is' hereby' \ 

~taken of' DeciSion· No. 67261 and of the pendency of Case' No ~ 8086;'. \ 
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By Decision No. 69105, dated ,May 20., 1965, in Applie.ation 

No. 470.94, the Commission denied an application by Vallecito Water, 

Company for authority to issue $500.,0.0.0 aggreg.:atc par' value of 

convertible preferred stock, and a. corresponding amount of,common 

stock foraccomplish1ng the ,conversions. The present proceedings, 

ovcX'come the objectionable features of Application No. 470.94.' 

The Commission finds that: 

1. The granting of theapplieations is in the public interest, 

except that no stock should be issued to cover the capitali~tion of t 
aciministrative and general salaries, engineering'services, or the' 

cost of construction of a new office' building as proposedfn, 

Application No. 47790.. 

2. 'San Gabriel's offering price of $16.10. per share is ,the 

best offer and the sales price of the stock hereinafter authorized 

to be issued should be set thereat. 

3. The money> property or lsbor to be procured or p.aid for 

by the issue of the stock herein authorized is reasonably requir.ed 

for the purposes specified herein> and such purposes ,are not, in 

whole or' in part, reasonably chargcab,le to operating.' expenses, or to 

income. 

4. '!he validity of the acquisition of 18>0.03 shares of 

Vallecito's stock by William. .J .. Hickey is questionable and any shares 1 
of stock'herein authorized which may be acquired by William J~ Rickey 

should be ?laced in escrow until further order of the Commission. 

We conclude that Vallecito should be authorized to issue 

and sell not to exceed 50.,00.0. shares of its cOXllmon stock" at ,4 price' 

of $16.10. per share for the purposes set forth in these proceedings, 

subject to the exceptions stated in the above Findings Nos .. 1 and4~ l 
and that San Gabriel should be authorized to purchase' and acquire 

such of said shares as'may be available for it to purchase. ' 
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In issuing our order herein, we place Vallecito and its 

shareholders on notice that we do not regard the number of shares 

outstanding, the tota.l pa.r value of the shares nor the dividends 

paid as measuring. the return applicant should be allowed: to earn on 

its investment in plant and that the authorization herein given1s . 

not to be construed as· a finding of value of applic&lt' s" stock or, 

properties nor as indicative of amounts to be' included in proceed

ings for the determination of just and reasonable rates. 

No good cause is shown on 'the record for the granting of 
, . 

Vallecito's. request that separate orders,' on the instant matters' be 

issued, and such request is denied. 

OR.DER .... ----~ 

IT IS ORDERED that: 

1. Vallecito Water Company, on or before June 30, 1966, may J 

issue ~d sell not to exceed 50,000 shares of ite ~ommon otock ~t 
~ 

$16.10 per s~re fo= the purposes specified in the foregoing 
" 

o,i:lion, scbject to the ~ceptions therein stated. 

2. San Gabriel Valley Water Company is authorized to, purchase 

and acquire any or~ all of Vallecito's available stock authorized 

herein, at the price of $16.10 per share .. 

S.. Any stock herein authorized which is contemplated to be 

acquired by WillismJ. Hickey shall noe be sold or issued unless and' 

until Vallecito Water Company first shall have selected au escrow 

holder and said escrow holder shall have been first approved, in' 

writing, 'by the Commission. When issued, all doetaXients evidencing 

any of said stock shall forthwith be deposited with said 
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escrow holder, to be held as an escrow pending the further written, 

order of the Commission. !he receipt of said escrow- holder for 

said documents shall be filed ~~th the Commission and William J. 

Hickey shall not consummate a sale or transfer of said stock, or 

any interest therein, or receive any consideration therefor~until 
, '-

the written consent, of the Commission shall have 'been obta!nedso-

to do. 

4., Vallecito Water:Company shall file the reports required 

by General Order No. '24-B." 

The effective, date of this order shall be twenty days 

after the date hereof. 

Dated at __ -o;;S_an-...Fran __ ClS¢O_· ___ , California, this ;t."?' day, 

f NOVEMBE~ 1965' o _________ , . 

C01lDiilssioners " 

Comm1:::1onerPoter E., Mitcholl. being 
nocosZ~r1ly absont. did not participato 
in the d1spos1t1onor t.hisprocoeding~ 

. , . . 
Comm1zs1onor ,Wllliam M. BOZlllott",be1ng.
noco:::s.Q;ri1y .:losent" did not participate:' 
in the Q,1::;pos1t1on o,rth1::.: pro¢ood~t';" 

, .,'. I ' ". .,.-

t'", 

-" 

-6-


