Decision No. 51338 . . - @RH@%%A&J -‘

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of

C. A. MacDONALD and MILDRED D. MacDONALD,
doing business under the name md style
of Garden Acres VWater Company, a public
utility %o transfer, and of GARDEN WATER
CORPORATION, a Califomia corporation to
issue certificates of stock.

Application
No. 36883
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This 1s an application for an order aunthorizing C. A.
MacDonald‘and Mildred D. MacDonald to transfer the Garden Ac:'reé‘
Water Company to Gardmv Water Corporation and authorizing Garden
Water C;rporation to Lssue $40,000 par value of 1ts common stock.

Applicants MacDonald are, and since 1946 have been,
engaged in operating the systenm for the distribtution of water in |
2 portion of Kern County noar Bakersfield kmown as Re:él_and Acres
and Garden Acres.  The present application shows that they now
desire to transfer the proiaerties and business, subject to out-
stancing liabilities, to a corporation which they have caused ’to )
be organized in exchange for ADO shares of stock of the par vvalue‘
of $100 each.

]

. /
From information on file with the Commission it appears

that applicants Macdonald acquired the system in 1946 wnder authori-
zation granted by Declsion No. 39350, dated August 27 of that year, |

for the sum of $6,000, teat they made substantial additions to the

In their 1954 annual report applicants MacDonzld show opera{:ing
. revenues of $9,377 and net income of $1,263, with 420 service
connections at the end of the year. o
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system, end that as of December 31, 1954, they‘haé increased the
investment to 340,084.'123,' exclusive of accounts receivable. Their
Sinanclal statement at the close of 1954 shows their reported
Investment In assets aizd their liadilities and capital é.s follows:

Agsets

Utility plant ~
Fixed capital $40,084.23
Less=reserve for deprecliation 6.5L |
Net utility plant $23,567.72
Current and acerued assets o 643.63

$24.217.33

L ities 2 Canite ‘
Consumers’ advances for comstruction $12,316.00

Donations 600.00 -
Proprietary capital | 11,295.33

Total 824, 21133
Investigation shows that the consumers! advanc-ers: for "
construction are payable in semi-annual installments over a z&émOd
of 10 years upon the basis of 35% of the gross revenues and: *t':l;at the

new corporation will assume the obligation of repaying the amounts.

Upon taking over the propertiecs the corporation should
acquire all existing records relating to the construction and
acquisition ¢osts and should set up on its books the bala:‘icesv in
the plant and depredafion reserve accounts of the present o
oﬁ:erators. While it clearly appears that the plant expmditures |
have been approximately $40,000, it is equally apparent thet 2
portion of such amount has been recovered by dﬂpreciation cha*-ges
and that a portion has been provided with indebtedness vaich the

corporation will assume.

Thues, we are asked to azpprove a transaction whereby
Garden Water Corporation would issue $40,000 of stock and assume

indebtedness of approximately $12,000, a total of $52,000, in
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paynent for properties having a repor':ed net book value of approxi-
mately $24,000. There Ls nothdng defore us to show taat such net

book value does not reasonably represent original c¢ost less acerued

depreciation. .

We cannot approve such 2 financial structure. The requc-;_st

-

of applicant corporation, 1f gramnted, would result 4in over-
capitalization of the properties. Tn our opinfon th.e proper and
reasonable basis for an order authorizing the capi'talizc.tion of
utility p;opertie, 15 the original c¢ost, estimated if not Imown,
giving effect, however, to the depreciztion reserve which has been
accumulated. On this basis, the most that we can authorize the new
corporation to issue ond assume is limited by the reported'ziét ‘book
value of the properties to be transferred. Accordingly, we will
authorize the new corporation to assume the payment of appro:d.mately |
312,000 of indebtedness and to 1 ssue no‘c exceeding $12,000 par value
of 1ts common stock. We find that the transfer of the water sy.,tan

under these conditions will not be adverse to the public interest.

The action taken herein shall not be construed to be a

finding of the value of the properties herein éuﬁ:orized to be
transferred. ' |

ORRER

The Commission having considered the above entitled matter
and being of the opinion that 2 public hearing is not necessary,
that the application should be granted, as herein provided, that the
money; property or labor to be procu:réd or paid for by' the issue
of the chares of stock herein authorized is reasonably required by .
applicant co,rporaﬁion for the purpose specii‘ieci herein, and that
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such purpose is not, Iin vwhole or in part, reasonably chargeable to

operating expenses or % income, therefore,
IT IS HEREEBY ORDERED as follows:

l. C. A. MacDonzald and Mildred D. MacDonald may transfer
thelr operative rights and real and personal property used in the
operation of the Garden Acrés Water Company, on or before October

2%, 1955, to Garden Water Corporation.

2. Garden Water Corporation, In payment for such
propertles, may assume the payment of outstanding indebtedness con-
sisting of consumers! advances for construction and may issue not

exceeding $12,000 par value of 1ts common capital stock.

3. On or before the date of actual transfer, C. A.
MacDonald and Mildred D. MacDonald shall refund all deposits which
customers are entitled to have refunded. Any unrefunded deposits
shall be transferred to and become the obligation for refuﬁd of
Garden Water Corporation.

bs I the authority ﬁerein granted is exercised, C. A.
MacDonald and Mildred D. MacDonald, within Y déys thereai'fer, ‘
chall notify the Commission in writing of the date of the completion
of the transfer herein anthorized and of their‘compl;ance with the

conditions hereof.

5. <be rates, rules and regulations of C. A. MacDonald
and Mildred D. MacDonald now on file with the Commission shall be
refiled within 30 days after the date of traasfer under the name of
Garden Water Corporation, in accordance with the procedu're_‘pre'-
scribed by General Order No. 96, or, in lieu of such refiling,
Garden Water Corporation may file. a notice of adoption of sald
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presently filed rate:i, rules and regulations. No Increase in the
present rates shall be made wnlesc authorized by the .Commission.

6. Upon due complismce with all the conditions of this
order, C. A. MacDonald and Mildred D. MacDonald shall stand relieved
of all further utility obligations and 1iabilitics in connection with
the operation of the public utility water systex herein 'authdrized‘
to be fransferred. |

7. Garden Water Corporetion shall file with the Commission

a report, or reports, as required by General Order No. 24-4, Which

order, insofar as applicable, is made a part of this order..

8. The authority herein granted will become effective
20 days after the date hereof.

Ty

Dated at S Fopciseg _, Califomia, this ___7_»__ |

day of out/, 1955.
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