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BEFORE THE PUELIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the matter of the Application of

SQUTEERN CALIFOENIA WATER COMPANY
and MARTIN AND GOOLD WATER CORPORATICON

for an order (a) authorizing Southern
California Water Company to acquire all
of the properties, and to assume all of
the liabilities, of Martin and Goold
Vater Corporation, and to consolidate
the territories served by such properties
with the Walnut Grove service area of
Southern Californila Water Company;

(b) authorizing Martin and Goold Water
Corporation to convey and transfer all
of its properties to Southern California
Water Company; and (¢) authorizing
Soutnern Czlifomia Water Company to
render, and Martin and Goold Water
Corporation to discontinue rendering,
public utility water service in the
territory now served by Martin and

Goold Water Corporation.

Application
No. 32986
(and Anendment)
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0'Melveny & Myers, by E. N. Edwards and L. M.
Wright, for applicants; T. Stein, for the
Commission's staflf.

CPINION

In this proceeding the Commission is asked to make its order
authorizing the transfer of the properties of Martin and Goold Water

Corporation to Southern Califomia Water Company.

The record shows that Martin and Goold Water Corporation wés
orgenized by Barl Martin and J. M. Goold in 1940 to take over and
operate water properties now serving a portion of Los Mngeles County
near Tomple City and Arcadiz; thot Southern California Water Company
acouired all the outstanding stock of said corporation on Merch 15,
1950; and thet now it is proposed for the corporztion to be dissolved

and its assets and licbilities distributed to the sole stockholder,
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such trznsazction to be made effective a2s of Januery 1, 1952.

In Exhibit A, attached to the amended application, Martin
and Goold Water Corporation reports its fixed capital accounts in the
aggregate amount of $401,882.42 and its depreciation reserve at
$73,045.70, a net investment of $328,836.72. Southern California
Water Company, hewever, hos caused an historical cost study to de
made ol the propertics and has presented & summary of the same showing
estimated historical costs of $AB8,222;02 and estimoted reserve re-
quirements of $54,908.24, or a net value of $383,313.78. It proposes,
and asks authorization, to place these revised figures on its books
upon acquiring the properties. This proposal would result in increds-

ing the net book value of the propertics by the sum of $54,477.06.

The record shows that the excess of $36,339.60 in the esti-
moted historical costs over the recorded figures for fixed capital ié
due; primarily, to the application of overheads at 12% to book figures
in preparing the approisal figures. A witness called on behalf of
Southern Califomia Water bompany testified that differences in
inventory quantities were minor, that the books of Martin and Goold
Water Corporation falrly reflect costs, exclusive of overhéads, and
that the increzses in the fixed capital figures now prbposed, in
effect, represent differences between the charges Mertin wnd Goold
Water Corporation made, prior to the time its stock was acquired by
the present holder, ond the charges Scuthern Califormia Water Company
would have made under its practices of rccording capital costs. The
proposed reducticn in the depreciation reserve requirement 1s due to 2
recalculation based on lives used by Southern California‘Water Company
which, in general, eppear to be longer than those formerly used by

Martin and Goold Water Corporation.
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Upon acquiring the properties, as here proposbd,'Southern
Califormia Water Compony intends to.consolidate the operations with
those of its Walnut Grove service area into a district to be lmown as
the South Arcadia District. The testimony‘shows thot economies will
be effected, as & result of such a consolidation, through the climina-

tion of duplicate offices and operating personnel.

Upon reviewing the record we are of the opinion that the.

proposed transfer will not be adverse to thé‘public intere;t. We do
not helieve, however,‘that the record warrants an order authorizing
Southern California Water Company to replace recorded figdreg in ;he
Tixed capital and depreciation reserve accounts with the historiéél
cost estimates preséntéd in this proceeding. The reccord c;qarly
Jdndicates thet in general the book figures represent costs. Asuﬁo
the proposed édd;fion of overheads, we do not believe it :easonable
to permit adjust&eﬁts to be made to' increase the fixed capital
accounts by smowunts previously charged to operating expenses at the
election of those fomerly in control of the affairs of Martin and
Goold Water Corpofaticn. Accordingly, it is our opinion that if
Southern Califormnia Water Company acquires the properties it shbuld
enter in its books the fixed capital and the depreciation reserve
accounts of Martin end Goold Water Corporation. The difference
between the cost(l) to Southern California Water Compony, on the one
hand; and the net book figures of the assets to be acquired, less the
liobilities to be assumed, should be chérgedhto‘the company's surplus
account or to o deferred debit cecount for amortization by charges to

income or surplus over a period of not exceeding ten years.

(1)

Exhibit 4 indicates that Southern Colifornla Woter Company has 2
net investment of $262,067.43 in the Mortin and Goold Water Corporn-
tion. A
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_ORDER

A pubtlic heéring having been held on the sbove entitled
notter, the Commission having considered the applicaztion and the

evidence presented and being fully advised in the premises,
IT IS HEREBY ORDERED as follows:

1. Martin and Goold Water Corporation, after the effective
dete hercof and on or before August 31, 1952, may convey and transfer
all its properties to Southern California Water Corporation and there-

upon discontinue rendering service.

2. Southern California Water Company may acquire said
properties, assume the liabilities of Martin and Goold Water Corpora-
tion, and consolidate the properties and operations with those in its

Wzlnut Grove service area.

3. The action taken herein shall not be construed to be {

a finding of the value of the properties herein authorized to be

tronsferred.

L. On or before the date of actuzl transfer, Martin and
Goold Water Corﬁoration shall refund all deposits which custogers‘are
entitled to have refunded. Any unrefunded deposits shall be tragsA
ferred to and become the obligation for refund of Southern Califomia

Water Company.

5. The rates, rules and regulations of Martin ond Goold
Water Corporztion now on file with the Commission shall be refiled
within thirty (30) days after the date of transfer under the name of
Southern Califomia Water Company, in accordance with the précedure H
preseribed by General Order No. 96, or, in lieu of such ref;ling, |

Southern California Water Company may file 2 notice of adoption of
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soid presently filed rates, rules and regulations. No increase In the

present rotes sh2ll be made unless authorized by the Commission.

6. If Southern California Watcr Company acquires said
properties it shall record on its bocks the fixed capital accounts and
depreciation reserve of Martin and Goold Water Corporation. The
excess of the purchase price pald by it over the net dbook value of the
assets acquired, less fhe liabilities to be assumed, shall be charged
to its surplus account or to a deferred debit accouht for zmortization
by charges to income or surplus over a period of not exceceding ten (10)

years beginning in 1952.

7. Southern California Water Company sholl file a copy of
each journal entry used to record on its books the acquisition of the

properties of Martin and Goold Water Corporation, such filing to be

made within thirty (30) doys after the date of such entries.

8. The authority herein granted will become effective

twenty (20) days after the date hercof.

-.a./

A
Dated at San Froncisco, Californiz, this Jr -~ __ day of
May, 1952.
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