
Dec1 sion No.. 5:l53S· ... 
. . 

BEFORE .T.ErE PUBLIC O'TILI'XIES COMMISSION OF ~BE STATE OF C.ltLIFOmIA 

In the Matter o! the Application of ) . . 
C. A_ MacDONALD and MILDRED D .. MacDONALD" ) 
doing 'business under the n~·c and style : 
of Gare~ Acres Yater Company~ a publ1e ) 
utili ty to transfer, and of GAEDElq 'WATER • 
COP.PO~!ON" a Cal!tom1a corporation to ) 
issue certificates of stock. : 
~-~----~----~~~-~-~--~) 

OPINION 
-..-.~- .... .....,~ 

Application 
No. ;)6883 

This is an application for an order authoriZ1ng C. A. 

MacDonald and Mildred D. MacDonaJ.<l to transt'er the Garden Acres 

~tTater Company to Garden Water Corporation and nutho·r1zing Garden 
..., 

Wa.ter Corporation to issue $40,000 par value of 1 ts common stock • 

. Applicants MacDonald are, and since 1946· have been" 

engaged in operating the system. for the distribution of water in 

a portion of Kern 'County near Bakersfield knO'Wll as Rexland Acres 
1I . 

and Garden Acres. Xlle present application shows that t~ey. ~~ 

desire to transfer the properties and 'business, subject to out­

standing liabilities, to a. corporation 'Which they have caused to 

be organized in exchange tor LlJO shares of stock of the par value 

of $100 each .. , 
) 

From information on tile with the Co:nm1ss1on it appears 

'chat applicants MacDonald acquired the system in 1946 tznder authori­

zation granted by Decision No. 393;O~ dated August 27 of that year, 

for the sum of $6,000~ 'that they made substantial additions to the 

r; 
In their 1954 annual report applicants MacDonaJ.d show opera.ting 

revenues of $9,377 and net income or $l~26J, 'With 420 service: 
connections at the endo! the year. 
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syst~, and that as or December :31, 1954, they had increased the 

inveS'bnent to $40,084.23, exclusive of accounts receivable. The1r 

1~nanc1al statement at the close of 1954 shows their reported 

investment in a.ssets and the1r liabilities and capital 3.S l"ollows: 

ASS2t S 

Utili ty plant -
Fixed capital 
Less-reserve tor depreciation 

Net utility plant 
Current and. aCCl"Ued assets 

t1~bilit1es and Cqn1tal 

Total 

Consumer5 1 adv~¢es tor construction 
Donations· 
Proprietary capital 

Total 

$40,084.23 
16,516.51 

$23,567.72 
6&3.61 , 

~~1211TV: .. 

$l2,316.00 
600.00 

11.,,29 5. ~l'· 

Wt!c211T3~ 

Investigation $ho'V.·~ tha.t the consumers' advmlces!or· 

construction are pay~'ble in semi-.3%mual installments over n pe:r1od 

of 10 years upon the basis ot 35~ o! the gross revenues· and that the 

new corporation ~ll azsume the obligation of repaTlng the amounts. 

Upon taking over the properties the corporation Should 

acquire all existing records relating to the construction and 

acquisition costs and should set up on its books the balances in 

the plant and depreC1a tion rese:ve accounts ot tb.~ present 

operators. While it clearly appears that the plant expenditures 

have been apprOximately $40,.000,. it is equally apparent that a 
," .' 

portion of sllch amount has been recovered by ~eprec13.t1on eh.?rges 

and that a ;portion has 'been. proVided W'1 th indebtedness .w1c:h the 

corporation 'Will assume. 

Thu~~ we are asked to approve a transaction ~er~bY 

Garden Water Corporation would issue ~40,.OOO of stock and assame 

indebtedness of approximately $12,.000, a total of $52,000, in . . 

-2 



A • .3 688'.3 MMW 

l')ay.m.en t for properties having a reported net book value of approxi­

mately $24,000. There is nothing 'before us to show that such net 

book value does not reazonably represent original cost less accrued 

deprecia tion. 

We cannot approve SIlch a financial stl"lJcture. The requ~st 
, 

of applicant corporation" it granted" 'Would result :1n over-
, 

capi talizat10n of the properties. In Our op1n1on th.e proper and 

reasonable basis for an order authorizing the capital1zc:.t1on of 

utility properties is the original cost" est1l:lated it not kno'Wn, 

giving eftect, however? to the depreciation reserve ~ch has been 

accumulated. On this basis, the most tb.at we ,can authorize the new 

corporation to issue and assume is limited by the reported net ·book 

value of the properties to be transferred. ACCOrdingly, we 'Will 

au'tb.orize the new corporation to assume the payment of approximately . 
$12,000' or indebtedness and to issue not. exceeding $12,,000 par v~ue 

. . \ 

of 1 ts common stock. We find that the transfer of the water system 

under these cond1t1ons 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 propel"ties herein authorized to be 

trans!erred .. 

~e Commission haVing considered the above entitled. matter 

and 'being of' the opinion that a public hearing is not n~eessary" 

that the application should be granted, as herein prov1ded~ that 'the 

money" property or labor t~ be procured or paid for 'by the issue 

of the shares of z' tock herein authorlzed is reasonably reqUired by 

applicant co,rpora1;ion for the purpose spec1iied herein" and that 
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such purpose is not7 in ~ole, or in part7 reasonably chargeable to 

operating expenses or to ineome7 therefore,7 

IT IS HEREBY OBDERED as 1:01lowz: 

1. c. A. MacDonald and Mildred D. MacDonald may transfer 

their operative righ. ts and real and personal property used in the 

operation of the Garden Acres -VTater CompanY7 on or 'before October 

317 19557 to Garden Water Corporation. 

2. Garden 'Water Corporation7 in paj'lUEn t for such 

propert1es7 may asS'.;une the payment of outstanding 1:ldebtedness con­

sisting of con~ers~ advances for construction and may issue not 

exc~eding $127000 par v.llue of 1 ts common cap1 tal stock. 

3. On or before the date of actual transfer, C. A. 

MacDonald. and Mildred D. MacDonald shall retlmd all deposits 'Which 

customers are entitled to have refunded. my 1.mre:Cunded deposits 

shklll be transferred. to and become the obligation for refund of 

Garden Water Corporation. 

4. If the authori ty herein granted is exerCised., 'C. A. 

MacDonald and Mildred D. M.acDonald7 'Within 30 days thereal"ter., 

shall not1i'y the Commission in w:r1 t1ng or the date or the completion 

of the transfer herein authorized. and of their compliance 'With the 

condi tions h eree:!:. 

5. '!he rates., Nles and regulations of C. A. MacDonald 

and Mildred :0. MacDonald noW" on file 'With the Commission shall be 

retileti 'Wi thin 30 days a!'ter the date of tra:lsfer under the name of 

Garden Water Corporation., in accordance 'With the procedure pre­

scribed by Ge:l.eral Order No. 96,7 or., in lieu of such. ref11ing., 

Garden Water Corporation may file a notice of adoption of said 
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presently filed rates, rules and regulations. No increase in the 
/ 

present rates shall be made unless authorizcl 'by the ,Commiss1on. 

6. Upon due compliance v.1. tb. all the cond.1 tions or th1!l 

order, C. A. MacDOnald and Mildred D. MacDonald shall stand relieved. 

of all further utility obligations and liabi11ties in connection 'With 

the operat1on of the public uti,li ty water system herein authorized . 

to 'be transferred. 

7. Garden 'Water Corporation shall file 'Wi tb. the Commission 

a report,. or reports,. as :"equ1red by General Order No. 24-A, 'Which 

order, insofar as applicable, is made a part or this order •. 

S. The authority herein granted 'Will becom.e e:f":tect1ve 

20 days after the date hereof". 

.?L 
Dated at __ ~s:~~".:...r:a.~~Dd$d"""''''~'_-J'' Cal1:f'ol1lia, this 1-

day of ~Lt4~, 1955. 

U 

COmmissioners 


