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In the Matter of the Application of
LIRDC TAND COMPANY to sell and LERDO
- WATER COMPANY to purchase the watexr
- gystem used for and in comnection with
the irrigation of Lerdo Sub=Division
"A", Eern County, Celifornls, asnd such
other of the rights of said Ierdo Land
-Company &8 mey be of the nature of a
public utility.
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Thomas C. Job, for applicant,
E. T. Miller, in propris persons,
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BY THE COMMISSION.

Q2INIO

This is an epplication of Ierdo Isnd Company having
its principel place of business in Ioo Angeles, 103 Angeles County,
for‘anthority t6 sell its irrigation plant and system at Lerdo,
'Kbrn Comnty, to lerdo Water Company, and of the latter company to
issue stock inrpayment therefor.

Lerdo Iand Company was Incorporated on March 10,
1911 for the purpose of placing on the market & tract of approxi-
zately 6,500 scres of land\situated epproxinetely six miles north
of Bakersfield, Kexn County.




The original incorporators of Lerdo Iand Company

woxre a8 follows:=-

We L. Xeller, Los Angeles, California.
A. C, Balch, Los Angeles, California.
V. E. Eollidsy, Los Angeles, Californias.
Joseph Sartori, Los Angeles, Californis.,
Ben R. Meyer, Los Angeles, Califormia.
We G. Xercknoff,  Ios Angeles, Californis.
A. G. Wishon, Presne, Californis.

The property which Ierdo Land Company owns has been

divided into three tracts lmown ss sub~divisions "A", "B", and,"C".

In addition a townsite has been surveyed. This apélicaxion is
concerned only with sub-division "A", containing 4,161 acres and the
townsite éontaining 596 scres, no property having been sold or
water developed upon the remeirning portions of the tract.

These laxnds were first placed on the market in Decem=
ber 1912, The general price was $150.00 per acre on ten years time
payable in ten e¢usl installments. Qut of approximetely 1400 scres
80ld under contract, only aboul 3IZ0 acres are now in good standing,
the contracts for the other acresge having been forfelted. The
330 acres mow under contract ere held by sbout ten individuals.

By a clause in its contracts of sale lerdo Tand
Company has obligsted itself to form mutusl water companies upon

1ts property, as the land shall be sold and fully paid for. 2o

sccomplish this Terdo Iend QQmpﬁHy pl&ﬂg 8% fome future time to

divide its property into districts end to Lorm = mutual waler com-
peny in eech district, the stock in said company to be issued to
gettlers upon the basls of one shere of stock for eack aecre of land
purcheged and fully paid for.

| On sccount of the small amount of land sold and the
few settlers upon said land, and the fact that none of the land
hae as yet been fully paid for zmo mutucl water companles have as
yet been formed by Lerdo Lond Compeny but settlers have been fur-
rished weter at the rate of {{8.00 per acre per anmam. Certain

settlers for a time held coﬁtracts entitling them t¢ water at




$4400 per scre but all of these contracts have been forfeited.

The present apvlication is the ountgrowth of an in-

formel complaint as to Lerdo Land Company's water rates filed in
February 1915. Investigation by the Commission showed thet Terdo
Lend Company weas performing the functions of & public wtility
and it was socordingly directed to file tariffs witkz the Commission.
Lerdo Laxd Compeny thereupen decided to form a second corporation to
be known as Lexrdo Water Company in order thet the Iend Company might
be freed from the obligaiions of a public utzlzty.
Lerdo Weter Company was accordingly lncoryorated on
September 22, 1915 with sn suthorized capitalization of 5,000 shares
of capital stock of the psr velue of $25.00 per shere or a total
par velue of $125,000.00. It is proposed that 4,995 shares of
said'stoqk shall yP issued %o Lexrde Land Company in payment for its
water properties éﬁa the five remaining sheres issued to directors.
In ekchange for this stock Ierdo land Company not only agrees to trans-
for 1ts weter properties dut alse agrees to make improve&ents from
time to time so that the total value of the system will eventiually
smount to $125,000.00. |
. In oxder thst the provisions of its contracts of
| sale may be complied With, if is proposed that as each purchaser of
the lend makes Tinal payments and receives deed to his property he
shall elso receive one share of stock in Ierdo Weter Company for
oesch acre of land, end thereafter when & sufficient number of set-
tlers heve located in any one distriet it is proposed that they shall
surrender their stock in Ierdo Weter Company and receive a like
nunber of sheres in & mutual companye.
Pen&ing‘the formation of mutuel weter companies,
Lerdo Water Company proposes 0 furnish water to settlers at cost.
The property which Lerde Land Company proposes %o
trensfor to Lerdo Vater Company consists of all the water proper=

ties now ovmed by Ierdo Lend Company, imcluding & smell parcel of




real estate surrounding each well, pumﬁs, asccessories, machinery, ease-
menfs for rights.of way for water ditckes, etc. .

Lerdo Tend Compeny has frilled seven wells in sub-
division "A™ and two in tke Ioréo tovmeite, These wells are equipped
with pumps, etc. . The Company bas also constructed & system of
capals, and ditches. |

Witness for applicent testified that $71,000.00 had
been invesféd to date in this water system and that approximately
$125,000.00 would be necessary to complete the system so as to
serve the entire tract sdeguately when settled.

At the hearing oFf the spplication Mr. H. T. Miller,

a purchaser of land, sppeared %o protest égainst eny action on the
pert of Terde Lend Company wkich would in any way lmpair his con~-
tract rights, parﬁicularly as regards the Fformation of mutual water
compsnies end tke fﬁrnishing of water thereby.

It does not appear from the evidence that Ierdo
Leoxd Company is reéuired by its contracis to form a mutusl company
or companies at the preseant éime, none of the land having been fﬁliy
paid for. It further appesrs that the cormation of & mutual com-
pany at this time would be impracticsble on account of the few and
scettered settlexrs upon the land. '

We are not convinced, howeﬁer, thet the formetion
of & new public utility corporation by Lerdo Lend Compeny forms a
solution of its problems. This Commission has always stood ready

to assiet the corporstions of the State in separsting their pubdblie

utility business from their other business where it is apparent

that such separation woulﬁ be edvantageous to the public and Yo the

corporetions lmvolved.

In the present case, however, it is proposed to form
& new public utility corporation and issme $125,00C. par value of
capital stock in order %o serve water tO'tenvor twelve individuals
soattered over approximstely 4,000 scres of land, This course ép-

pears to us to be neither economical®? necessary. Such &
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corporation cannot hops to pay opersting expemses for gome years to

come. Although Lerdo Land Compeny has agreed to asswme certain of
the financial obligatibns o2 the new company, we believe that these
obligationa will be more satisfactorily teken ocare of if Lerdo ILand.
Company retains title to the property with full reaponsi‘bnity :tor
its orﬁoient operation.

& further difficulty in appliocant's plan arises from
the contracts entered into dy Lerde Land Gompanj, for the formation
of ‘mntugl water companies at some future date. At the present time
Lerdo Land Company bes outlined only iz & most general way the man-
ner in wbick It will proceed to separate Lerdc Water Company ‘1n1:':>
mutual water companies, and the manner in which these mu'm;tl' water
compaxies will be operated. Witaout a more definite knowledge of
the mamner in which this separation will be acoomplished we cannot
recommend the granting of this application. When spplicant can
come before this Commission with s definite plam for the formetion
of mutual water ocompaxes or for the incorporatior of a public utility
compeny which can be reasonsdly expeated to operate independently
of Lerdo Land Company, we will be inclined to look with more favor
upon this spplication. In the mesn time we recommend that this
application be dismissed without prejudice to its renewal at &
lager date..

LERDO LAND COMPANY having applied to this Commission
for authority to 5911 its water utility yroperties in Kern County,
California, to Lerdo Weter Company for 4,995 shares of stock of the
par value of $25.00 per share and Lerdo Water Company having applied
to thi‘s' Commission for authority to purchase said property and to




' issune 5,000 shares of stock of tke par valwe of $25.00 per share,
4,995 shares to Ierdo VWater Company in payment for its weter mtility
properties and five shares f£or qualification of directors,. o

And & nearing having been held; o
And it sppesring to the Commission that for the

reasons set out in the foregoing Opinion, this epplication shomld

be. dismissed withont prejudice;
IT IS EZREBY ORDERED that the epplicetion hereln be
and it is hereby dismissed without prejudice.

Dated at San Francisco, Califormia, this 21%@
o Harch, 1016, -
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Commissioners.




