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Decision No. 47~.OQ 

BEFORE THE PUBLIC UTILITIES CO~"1ISSION OF THE, STATE OF CALIFORN.IA. 

In the matter of the Application of 

SOUTIiE.nN CALIFOPJlfIA WATER COHP JJJY 
and' NARTIN .AND GOOLD WATER COF.POP.ATION 

for aJ.'l order (~) authorizing Southern 
California Water Company to acquire all 
of the p ropert1e~:, ond to assUl'llC 0.11 of 
t4c liabilities, of Martin and Goold 
'V)ater Corporation, and to consolidate 
the territories served by such properties 
wi th the Walnut Grrove service areo. of 
Southern California Water Comp:my; 
(b) o.uthorizing Martin and Goold Water 
Corporation to convey ~~d transfer all 
of its properties to Southern Califomj,a 
'\.Jater Company; :m,d (c) authorizing 
Southern Celifo~ia Water Company to 
render, and Martin and Goold Water 
Corporation to discontinue rendering, 
public utility water service in the 
terri tory now sc.rved by Martin and 
Goold ,·rater Corporation. 
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Application 
No. 32986 

(ond Amendment) 

O'Melveny &: Myers" by.E:.. E:.. ~wD.rds and L. !4. 
~~gh:t,. :for a.ppliconts; 1:.. Stein, for the
Corami s sion f s staff. 

o PIN ION -----_ ...... 

In this proc~eding the Commission is asl(cd to make its order 

uuthorizing the t:rsnsfer o:r ~c properties o:f' M.o.rtin cmd Goold Water 

CorpoT:ltion to Southern C~li:f'omia Water Comp~y. 

The record sho~s th~t Martin and Goold W:lter Corporation w~s 

org~ized by Earl Martin mld J. M. Goold in 1940 to tci(e over' and 

opcr~te water properties now serving a portion of Los Angeles County 

ne~r Temple City .~d Arcadi~; th~t Southern Califor.ni~ Water Co~po.ny 

uCQ.uircd all th('~ outstanding stock of said corporation on M~rch 1.5, 

1950; ond thz..t no'" it i s ~'t'oposed. for the corpor:;.tion to be dissolved 

~d its assets and licbilities distributed to the sole stockholdcr~ 
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suCh tr~s~ction to b~ ~adG etfcctivc as of January 1, 1952. 

In Exhibit A, ~tt~chcd to the ~end~d ~pplic~tion, M~rtin 

::md Goold Water Corporc.tion reports its fixed capi tr-:.l accounts in tho 

aggrcg~te amount of $401,882.42 ~d its depreciation reserve at 

$73,045.70, a net: investment of $328,836.72. Southern Cc.1ifornia 

Water Comp.w.y, h01wever, h~s co.used an historico.l cost study to be 

m.ade of the properties :md h::.z presented ~ summ.c..ry of the s.om.e showing 

estim.~tcd historic~ costs of $438,222.02 CIld cstim~tcd reserve re

quirements of $54,908.24, or u net vo.lue of $383,313.78. It proposes;, 

.:nd o.sl{s at:.thorization, to pl~ce these revised figures on its books 

upon o.cquiring thc:l properties. This propos(;Ll would result in incre:.s

ing the net book value of the properties by the sum of $54,477 . 06. 

The record shows that the excess of $36,339.60 in the esti

m~ted historicc.l costs over the recorded figures for fixed' co.pi tal is 

due, prim~rily, to the applic~tion of overheads ~t 12% to book figures 

in preparing the o.ppr~isal figures. A witness called on behalf of 

Southern Cali:('om,ia 'Vl:::.ter Comp:.ny testified that differences in 

inventory qu:,mti t.ies were minor,. that ·th.e b010ks of Martin ond Goold 

'~o.tcr Corpor8.tio:n~ fc.irly reflect costs, exclusive of overheads" and 

tho.t the increases in the fixed capitol f'igu,res now proposed, in 

effect, represent differences between the charges Me,rtin ~d Goold 

Water Corporatio:r:~ made" prior to the time its stock was acquired by 

the present holder, md the charges Southern California Water Company 

would have ~ade under its pr~ctices of recording capital costs. The 

proposed reducticln in the depreciation reserve requirement is due to a 

recolculation based on lives used by Southern California Wo.ter Comp~y 

which, in general, appear to be longer th~~ those formerly used by· 

M~rt~ ~d Goold Water Corporation. 
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Upon acquiring the properties, as here propos'cd" . SoutheI"n 

C~lifor.nio W~tcr Comp~y intends to consolidate the oper~tions with 

those of its Wa.lnut Grove service area into a district to bekno'WIl us 

the South Arcadia District. The testilnon.y shows thC',t economies will 

be effected" as 0. result of such 0. consolid.ation, through the climinn

tion of duplicate offices and operating personnel. 

Upon rcvie'Win.g tl'l.c record we o.re of the ,opinion tho.t the 

proposed transfer will not be adverse·to the public interest. We do 

not believe, however, that thi.: record w:l.rr::mts ~ order ~uthorizing 

Southern California Water Comp~y to repluce recor~cd figures in the 

fixed capital ~d depreCiation reserve accounts with the historical 

cost estimates presented in this proceeding. The record clc~rly 
, ' 

.indicctcs tho.t in general the book figures represent costs. As to 

the proposed addition of ovcrhe~ds, we. do not believe it reo.son:Lblc 
. , 

to penni t o.djustments to' be made to' increo.sc th~ fixed ca.pi t~l 

accounts by ~ounts previously ch~rged to oper~ting e~~cnses at the 

election of those formerly in control of the ·affairs of Martin and 

Goold \'To.ter Corporc.tion. Accordingly, it is our opinion t!l~t if 

Southern California Water Comp~y ~cquir~s the propcrti~s it should 

onter in its books the fixed capit~ ond ~~e depreciation reserve 

accounts of Mart5.n ;m.d Goold W{3,ter Corpor2.tion. The difference 

between the cost(l) to Southern Califor.nio..W~ter Comp~Y1 on the one 

hcmd, and the net book figures of the assets to be acqUired, less the 
,. 

lia.bilities to ,be assumed, should be charged to the company's surplus 

account or to c. deferred debit account for amortization by charges to 

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

E~~ibit 4 indicctes that Southern C~ifor.n1a W~ter Comp~y has 0. 
net investment of $262,067.43 in the Martin and Goold Water Corpor~
tion. 
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A public hearing h::lving be€ll held on the cbove e:nti tled 

~Dttcr, the Commission having considered the applic~t1on and the 

evidence presented mld being fully tldvised in the premises, 

IT IS HEREBY ORDERED as follows: 

1. Martin and Goold Water Corporation, o.:f'ter the effective 

d~!te hereof ;md on or before August 31, 1952, may convey znd transfer 

:?.ll its properties to Southern California Water Corporation and there

upon discontinue rendering service. 

2. SOt:Lthern California 'Water Company may acquire sn1d 

properties, assurr.Le the liabilities of Martin and Goold Water Corpora

tion, and consolidate the properties ond opero.tions With thos£e in its 

Walnut Grove service area. 

3. ThE~ action tc.ken herein shc.ll not be construed to be 

a finding of the value 0 f the properties herein authorized to be 

tr~s!'erred. 

4. On or before the dO-te of actual trr.nsfer, Ma'rtin ond 

Goold W~ter Corpor~tion shc:.ll refund all deposits which customers~re 
. -

enti tled. to have refunded. lIny unrefUnded deposits shall be trDnS

fcrred to and become the oblig~tion for refund of Souther.n Califor.ni~ 

Wo.ter Company. 

5. The rates, rules'Dnd regulations of Martin .:>nd Goold 

W~ter Corporation now on file with the Commission shall be ref1led 

Wi thin thirty (:30) days after the date 0 f trtmsfer under the name of 
, . 

Southern Califom:1a 'W~ter Compony, in accordance with the procedure 

prescri bed by Gen,eral Order No. 96, or, in lieu of' such ref'iling, 

Southern California Water Company m<lY file a notice 0 f Cldoption of 
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so.id presently :t'iled r::.t€:s, rules and regulations. No incre~.S{;' in the 

present r~tcs sh~cll be lll:).de unless authorized by the Comraission. 

6. If Southern C~lifornia Water Company ~cquires said 

properties i t sh~ll record on its books the fixed capi t~l accounts Clnd 

deprccic.tion reserve of Martin ond Goold 'Water Corpor~tion. The 

excess of the purchase price po.id by it over the net book value of' the 

nssct$ ~cquired, less the liabilit1€s to be assumed, shall be charged 

to its surplus account or to a deferred debit account for ~ortizntion 

by Ch~rges to income or surplus over a period of not exceeding ten (10) 

years beginning in 1952. 

7. Southern Co.lifornia Water Comp;my shall file n copy of 

each journal en'try used to record on its books the c.cquisi tion of tl'l,c 

properties of Martin and Goold W~ter Corporation, such filing to be 

made wi thin thirty (30) days Cofter the date 0 l' such. entries. 

8. The authority herein gr~ted will become effective 

twenty (20) days after the date her0of. 

Dated at S~ Fr~cisco, California, this ~~ day of 

May, 1952. 


