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Decision No. ------

BEFOim nre PUSLIC UTILITIES COMMISSION OF T"AE S£K:Z OF CALIFORNIA 

Ap~licat::'on of MI?.AF::.oRES "V1A.r.'"'ER COH?A1"Y ~ ~ 
!NCORPO?JaED, for Certificate of ~~blie 
Conveniecee end Necessity. 

----------------------------------~). 
In ti~e ~ttcr of the Applicat~on o~ ) 
M!R.AFLCRZS W.A!ER COMPR~i'!, INCORPO~.:I'ED ) 
~d CAL!FOR..'!IA CONSOLD)A':El) '11P:J:ZR COMPANY,) 
INC., to- sell and b~" utility pl~t, .) 
trans·fer Certificate 0: Public Conven- ) 
ienee and Nccessi~, :0= auZnori~J to ) 
issue COtm:l101l s'i:ock and to ineebt on short 
term bO'-"'rowing. 

Invcstisa~~on into tbc oue=at~ons ~d ) 
~rl.lctiees of 1·1.1:RAFLORES 'tolA:.l.'l·:R COM?M."Y, ) 
INCORPORATED; OAl( ~OLL WAX.i:.,;.~ COMP1~iY, ) 
!NCORPORP..TED; MINSON COMPR~"Y, a 1-: :r:.;' t~d ) 
partnership; ALTON L. ?l..3St; RUSSZLL K. < 
MEUON; L. D. MINOR;' ancl smA?'! A. S 
EARTIZSON. ) 

Applic.atiO'C. No. 45317 
(F~le.:l April 5, 1963) 

Ap,lication No. 45324 
~iled April 9, 1963) 

C3S¢ No. 7322 
(Filee AprU 24:. 1962) 

Ro~rt r.J .. l.''ra;.'l'O, for ~.i'raflores Wa~er Company, 
ZP?l~c~csnd rcspon6ent. 

Rooe-r't r.... Tra..Ee .and L<en~ Bla'!--..e 7 for Califor.o.ia 
- c~Solm"tc<i Water Co., ar-,plicant. 
Ha=rnc~ c .. Seovill£, for O.:lk K"=1011 't-7.lterCom!?any, 

x/tillSon C0 9 , t. D. Minor and Stuart A. Bartleson, 
zpplic~nt end responOe~tso 

~il HOI Saroy::m., =0'::' the Commission stzff. 

OPI1~ION - .... --"------

After due notiee public hearing in these ~tters was beld 

on a consolidated r~cord before Examiner Emerson on y~ 7 and 8, 

1963) .at Smlta Max-ia. '!be IO;3ttcrs arc submitted and ready for 

d~eision. 
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The two appl~eations we~e engendered by this Commission's 

Decision No. 64804~ issued in Case No. 7322 on Z:m.um:y 17, 1963, 

~7hich decis:i.on, axnong other things, directed Miraflores to file an 

appropriate application for a certificate of public convenience and 

necessity and directed Oak l~oll to negotia~e with ~~:aflores 

respecting the transfer of the Oa:, Knoll water system to ~.:i:ra£lores. 

In broad terms, these proceedings present proposals by whiCh 

(1) Miraflores would be certificated for that over-all area in 

which it is presently serving or bolds itself out to serve tbe 

public, (2) Oak Knoll would transfer its system to Y~raflores and 

subsequently dissolve ~ and (3} a new public utility water corpo­

ration, Cal.iforni~ Consolidated Wa-=er Company, Inc~, would purchase 

all of the water ,system facilities, receive the Mi~aflores 

certificate and become the successor to Ydraflores and Oak Knoll 

in providiug water service in the ar~a. 

The record shows tha~ all respondents in Case No. 7322 

bave promptly, and fully complied with all of the d::.reetivcs 

contai'Ced in Decision No. 64ao4~ 

'!b~ area fo::- which certifiea,tion is .sought (delineated 

on Exhibit No. 1 in this proceeci.ing) may gC1.ler:llly be described 

as the entire area lying between U.S. Highway 101 on ~e east, 

Orcutt R.oad on the west, Lakeview Road on the no::-...h and Clark 

Avenue and Stubb,lefield Road on the soutb~ wlth some minor varia­

tions, all lying in tbe unincorporated territory to the south of 

Santa M.arla 1o.owc. as the "Orcutt Wye". '!be area includes 

approximately 2,750 ee:es of land zoned primarily to residential 

and small-business uses. Of the 2,750 acres in the total area, 

SOO acres. a:re presen-=ly fully developed, although not: contiguously. 
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Approximately 2~028 customers received public utility water service 

in the area during 1962. Estimates for the yea-:cs 1963, 1964 and 

1965, show an average· growth of about 450 customers pe: yea-r. '.the 

ultimate density, based on land usc as zoned by the County of 

S.anea Ba=bara, is expected to requi::::e utility water service for 

appro~tely 6) 330 semce connections. 'Xo meet future growth and 

its attendant necessary increase in plant facilities will require 

major plant additions of wells, pumps, storage X'eservoirs and 

tr.a.nsm:i.ssion mains to total estimated expenditures of $l74,500. during 

the year 1963 and, $177,300 during tbe year 1964~ 'I'be over-all 

system has been designed to exceed the minimum X'eqai:rements set 

forth in this Commission's General Order No. 103. It presently 

operates under a State water supply permit~ 

In v.tew of the evidence X'espccting the needs of the public 

!on the area, the Commission finds ta.at public convenience and 

necessity require and will require the construction and operation 

of the public utility water system proposed and that Miraflorcs 

should be granted a certificate for the area as ~equested. 

The interrelationships of Miraflores, Oalt Knoll:. Minson 
y 

Co., and others, bave heretofore been explained and will not be 

repeated l"lcrein. Suffice it to s.ay, that Oak Xnoll ~a. Miraflores, 

promp'tly and in good faith, have negotiated the sale and' transfer 

of all of the Oak Knoll utility assets to Miraflores for the sum of 

$171,650 and that as soon as authorization for such transfer is 

issued by this Commission, Oak Knoll will dissolve. The financial 

arrangements of transfer are set forth in certain agreemen'ts and' 

in "escrow instructionsfr which also involve 'the proposed successor. 

to 'the two comp-'11lies. In view of the evidence reGpecting such 

11 See Decision No. 54804 in Case No. 7322, an Inter...m Opinion and 
Order issued January 17, 1963. 
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aspects of the consolidated proceec1ings, the Commission finds that 

the sale and t;ransfer of Oalt Knoll to Miraflores wIll not: be 

adverse to the public interes~ and should be authorized~ 

California Consolidated Wate1: Company, Inc~) is a 

California corporation, originally ineoX'pOrated under :the name 

Western States Utilities on August 22, 1958, whi.ch 1'l3s entered into 

agreements to purchase all of the utility pl.nlt of Miraflores 

including the Oak Knoll system~ UDder its proposal, it will 

receive all utility assets, excep~ cash in batik, accounts receivable, 

prepaid interest or refundable deposits for a sales price of 

$500,223 payable in cash upon close of escrow and subject to 

custamaxy adjus~ents incicent to closing. Main e~ion agree-. 
mcnts owned by Pabst and by llinson would be fully acquired out of 

the gross sale price and become the obligations of california 

Consolidated for future refunding: california Consolidated v7a~ 

Company, Inc., has not heretofore un4ertaken any operations, 

presently owns no properties and is without assets~ 'rae f1.mds 

needed for financing its proposed operations are to come from its 

pa:ent, Consolid.:lted Water Company, a Delaware corporation. 

Consolidated Water Company is a holding company, owning 

all of the outstanding stock of four' utilities. It fi~ces the 

pm:cbase of the stock of its subsidia:y companies by selling its 

own debt securities and preferred stock to institutional investors, 

primarily insurance companies, and by sale of its common stock to 

the public. Each of its subsidion:y companies is a "domestic" 

corporation,. incorporated in the state in whiCh it operates. 

Consolidated Wa~er Company bas an Arizona bolding company, 

Southwestern Consolidated Water Co=pany, as an affill.ate, the 
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latter owning two utility and one nonutility companies operating 

in Arizona~ Eventual merger of Consolidated and Southwestern 

Consolidated is contemplated. 

Califoruia Consolidated Water Company, Inc~" will become 

.a wholly owned subsidiary of Consolidated Water Company.. '!he 

latter, whi~~ originally proposin; a capitalization for California 

Consolida'b.:...J. of $750,000 on a 60 percent debt to [,.0 percent equity 

ratio 'Without considering the large balance of main extension 

agreements outstanding, has now agreed to purcbase up to $500,000 

of Ca1;'fornia C01lsol1dated~S eommon stock, initially; and ,to provide 

$400,000 as a short-term loan to consummate the pu:rehase of the 

~raflores-oak 1<0011 system and to, provide for the first year's 

eonstruetion requirements. Estimates of utility plant, together 

with the corresponding depreciation reserv'c, are as follows: 

Utility Plant end Reserve 

Item 1963 1964 1965 - - - -
Utility Plant: 

$2,633,890 Beginning of Year $1,081,870 $1,417,470-
. End of Year 1,.[.,17,470 1,638,,890 1,776,080 

Depreciation Reserve: 
Begitming of Year 
End of Year 

92,920 
133,710 

133,710 
183,520 

183~520 
239,250,. 

Insofar as capitalization of California Consolidated is 

involved (all parties are fully aware of the Commission 1 s concern 
. 

respecting the poor financial structure of M1raflores and the 

requirement th~t it be substantially strengthened) cal~fornia 

Consolidated and its parent propose an approximate 60 percent 

debt to [:.0 percent equity ratio as a ear>ital stl:Uctu:re~ To such 

end~ they have eOImnitted themselves initially to issue and to 

accept common stock in "an amount determined by this Commission to 

be appropriate~ 
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" 

rae main extension ad.vances ~ssociated wlth tae Miraflo:es-

Oalt Knoll system wbicb are 0'WneQ. by r.;lbst .and Minson haVe a:l unpaid 

balance of approxima:ely $230,699: ~c sys~ purChase price of 

$500)223 includes $320,000 fo: plant, $273 for meteri~l and supplies, y 
and $179) 950 for me.in extension cont.:acts owned by Pabst and by 

Mi.nson.. ~lifo::nia Consolidated will ~SStEe· tbe 'rCtlU:incie: of the 

outstanding advances for construction. 

Because of the substantial cash drain occasioned by 

refunc.ing of m.ain extension advances, such advances must be 

conside~ed in determining California ConsolidatcdJs capital 

st7:uctu~e • To negleet to so consicler tl'lese advances would be 

t~tamount to the crca~ion of a near-future fi~131 position as 

poor as that of Mir~flo:es. Califo:nic Coo$oli~tedJs parent and 

its affiliate have capitalization ra~~os approaching a~proxima:ely 

GO percent debt to 40 percent equity ~ 'ruc consttue-::ion advances 

bele by thc parent and the .azfil~tc .:Ire nominal, bowever, whereas 

CSliforci..a Consolidated's construetion advances will be subst:lnt::'31 

.;md wZ,ll :ceq,ui:re a la:rge and eontinu-1.ng cash pay o~ and drai:1 on 

its resou:e~s~ Tee 60/40 ratio, while not idcal~ is acceptable. 

The Commissio:l. cannot agree, however, tb.Qt the ratio of stock to 

debt (the l~'tter inclucling advances) sho:.:ld ,be :my poo:er for 

C31ifornia Consolidated tb~ for its pa:ctl.t.or 'affiliate. 

The rcco:cd shows that est~tcd assets of ~lifor.o~~ l 
I 

Consoll.datad. $$ of December 31. 1963 ~ Doecmbe: 31. :1.964 WOUld) 

be about as follows: . 

y 'rae $l79,950 acO'f.."Ut is the °present wor.~".t ~J.US accrued re:CU'l~ 
of eon:r~ets h3Ving the un?a~d balance of ~2JO,699. 
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V 
Pro Forma Assets 

~ Dcc~ 31 z 1963 Dec. 31:1 1964 

Utility Plant $1~[,.17 ,500 $1,638,900 

Depreciation Reserve 133~700 133,500 

Net Utility Plant 1,283~800 1,[,.55,400 

World.ng Capital 9:1000 9aOOO-

Total $1,292,800 $1,46L,.,400 

In V"lew of the evidenee and recognizing the continued 

growth of plant, as illustrated by the foxegoing tabulations, and 

the necessity of financing much of it by means of additional main 

extension agreements, the ~ssion finds that California Consoli­

dated should issue $500,000 in common stock by the end of 1964 if it 

is to attain, or closely approach, the desire<1 capitaliution ratio . 
of 4(). percent equity and not to exceed 60 percent: debt. California 

Consolidated .;md its parent have a l::'uc of credit cztabli.shed for 

$2 ~OOO ,000 ~ I'Cs finaucial ability, considering both the capital 

structure and credit aspects, thus appears to be assured. 

In view of the ev-ldence, the Cou:Imission finds that the 

sale and t:.ansfer of Miraflores and Oak Knoll to California Consoli­

dated will not be adverse to the public interest and should be 

authorized~ Further, the Commission finds that the money,. property 

or labor to be procured or paid for by the issuance of SO, 000 shares 

of $10 par value sha~es of steelt hex~inafte'r autborized, is. 

reasonably required by California COnsolidated for the purposes 

hereinabove stated, which purposes are not in whole or in part 

:easonably cba~geable to operating expenses or to income. 

y Before ac1j ustments to el Jj xnin:l'tC certain irregular fees r~corded 
by Miraflores. 
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In connection w-.tth itz invcst:iga~ion of the operations y 
an& pr~ctices of Miraf10rcs the Commission has hexetoforc found 

that Miraflores' practices respecting fees should ~ot be pcr.mi~ted 

to be reflected in the rates wl~ch ~y be charged to the public. 

Noth~n~ in t:us :eco:d supp¢rts a different conclusion. 7.0 such 

e:t.d, tae-:cefore, 'the mnounts involved will be exclu~d from the 

balances to be t-:cansfcrreQ. to the prima:r:y plant ~ccotmts of the 

$uccessor utility. 

'l"'ae agreements respecting sale and transfer of properties 

between the respective parties consist of (1) an agreement, dated 
. §j 

February 20, 1963, for the sale of Oak Knoll to Miraflorcs, 

(2) an ag:reement, dated Y.Larch 5, 1963-, for the sale of Miraflorcs 

to California c~nSOlidated2land (3) escrow instructions,datcd 

Ma:rcb 1":., 1963, and April '16, 1965.
lf 

I:l v.LC"'i1 of the ev"i.dence, the 

Commission :inds that tbe rcspcct~ve parties should be autbo:ized 

to carry out the terms anQ. ~onditions thereof excC'?t that no­

'Co::-tgoge:t or other evidence of indebted.ncss, shall 'be issued as 

contcmpl.!lteci. by paragraph 27 of tl-lc agreement of M3:eh 5, 1963, 

(Exh::'bit 10)) m.thout specific' au'thority therefor having been firsot 

Mir.lflo.es now holds a total of appr~Aimately $450 in 

custO!XlC=s' deposits for the esttlblishment of erec'tit~ 'l'he'Ma:cb 5, 

1963, 'tr~sfer ag:eement provides th.3t $ucb deposits will be 

tr.!lusfc::ed to California eonsolidated and become its obligation 

for refund:=.ng when due /II Sueh procedu:e. will StNC ta.c eccc anc1 

~ Decision No. 64804. 
gJ Exh~bit 11 in this record~ 

§j Exb::'bit 10 in this :ccorc.~ 

II Exhibits 12 and 13 in this reeord. 
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inconvenience of seller ma!d.nz refunds and l'urcl,ascr il:rD:rlcdi.ately 

thereafter requirkng their redeposit and is in ~be public intcrest~ 

Miraflores i~ presently under order of t~'lis Commission 

not to construct water faciliti~s outs~.de: of the area actually 

being se:ve~.~ Tract develope:s and i~dividuals nave re~uested 
the extension of facilities to thci: prope:ties and ~;e ~'aiting 

termination of Stich p:ohibition; In viC%' of tbe CV'1.dence ~ tbe 

COtlllXlission f:.'llds that tbe prob.:;""oi t~on m:.ry be l:;'fte(t immediately 

and. ~hr.: o-rde: herein will so p:ovidc. " 

All p::Jrties to' these p:::oecediugs have req.uested 

expedittous handling of these matters and. the principals bave 

waived their rights of petition for rehearing and bave urged tb~t 

the o::de: herein be made effective immediatel,. ~ In 'View of such 

pleas, and in particular in vlcw of the waitinz public's desire 

for service, the order herein wi' .. l be made effect"love on the date 

hereof~ 

The certificate issued herein is subject to the 

f:ollawing provision of law: 

'Xbc CoQi.ssion sb,sll l'lavc no power to .:tu~orize 
the capitalization of ~l~s cer~if~cate of public 
convenience and necess:!.ty 0::' ~be right: to own!, 
0pc'ra~c or enjoy sueb certifieate of public 
convenience and necessioty in excess of tile amount 
(exclusive of any tax or annual charze) actually 
paid to the State as the considcra~ion.f~~ the 
issuance of such certificate O'f public convenience 
and necessity or tight. 

California Consolidated and its sharebolders are placed 

on notice that this Commission ~es not regard the number of sbares 

outstanding, the total pa: value of the sbares nor the diVidends 

paid as measur~ng the return a urllity should be allowed to earn 

Y Decision No. 64804, order1.nz paragrapb S. 

-9-



A. ·L:-5S17, L;.53tt, C. 7322 c:s 

on its investment in plant and taat the action tal«Y.o. herein shall 

not be construed to be a finding of the value of its stock or 

p'roperties nor as indicative of amounts to be included in a future 

rate base fo: tbe determination of just and reasonable rates. 

~urtber, no::i..ce is given that :Z.ts relationship wltJl its pa:cnt or 

any other associated companies ~ill1 be closely sc:ut~Dized £rom 

t~ to time by this Commission~ 

The actions taken herein shall not be construed to be 

findings of the value of the prope'.t'ties herein .:n:tbor1.zed to be 

transferred~ 

Based upon the e'Vidence and the findings -contained in the 

foregoing opinion, 

IT !S ORDERED as follows: 

l~ '!be proht'bition against consttuction of facilities 3S set 

forth in orde:-lng paragraph 5 of Decision No. 64304, issued 

J a:luary 17, 1963, is hereby te~n.ated. 

2~ A certificate of public convenience an~ necessity is 

hereby granted to Miraflores Wate: Company, lnc~, for the 

construction and operation of a public utility '\I1ater system within 

and limited to that ares delineated on Exhibit No~ 1 in these 

procccdings~ 

3~ Oak Knoll Water Company, Incorporated, is hereby 

authorized to sell and transfer its public utilitywa~ system 

to Miraflorcs Water Company,7 Ine.,7 in accordance w;'th the tems 

and conditions of those certain agreements contained in Exhibits 

Nos. 10, ll, 12 and 13 in these p:oeeedings. 
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L~~ M:i' .. raflores Water Company 1 Inc., is be:eby autaorized to 

$011 an~ ttansfer its public utility water system, together with 

the certificate of public eonvenience and necessity hereinabove 

granted, to California Consoli&a~ec1 Wate: Company, Inc~, in 

~ecordancc wL~~ the terms and conditions of those ce:tain agrc~nts 

cor..t8.i!led in Exh~bits Nos. 10, 11, 12 and 13 in these proceedings. 

5 ~ The te=ms and condition:; of Exhibit No ~ 10, hereinabove 

=efer~ed to are he.e~l ~i£iee by add~g to the last sentenee of 

paragraph 27 tae:eof the wo:ds ~;af~= the p.r.tics have seeu:ed. the 

authority of t~e Public Utilities Commission of the State of 

California tberefortl~ 

6: C.;xliforni.a Conso lidatcd 'to1.ilter Company, Inc:, on or after 

the date hereof and on or before December 31,. 196L:., may issue and 

sell not to exceed 50,000 shares of its common stocl~ at not less 

than $10 a share for the purposes bc=einabove se~ fo~ 8~d shall 

::ile with this Commission a report or reports as %'equi..red by 

Gene:::al Order No~ 24-A, which o:cder, insofar .os applieabl~, is 

~de 3 p~rt ae:eof. 

7 ~ Upon completion of the p:opel:'ty tt.ansfc%s hereinabove 

autbotizeo.: (a) California Consolidated Water Company, Inc., shal: 

witb:tn thil:t.y days tb~eafter notify this Commission in writing of 

~e date of sueb completion, and (0) Oak Knoll Water Company, 
- ,. 

Incorpo%'3tcd, and Miraflores "t7ate:r Company, Inc:, shall stand 

relieved of all further public ut~lity obligations and liabilities 

in connection m .. th the operation of the public ut"1.lity ·properties 

t'r.msferred~ 

e~ On or before the date of actual transfe=,. Oak !\noll 

"J ater Company, Incorpor atcd,. anci. Mira£lores 'to7 ate: Company, Inc .. , 
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sball transfer and deliver to California Consolidated Water Company, 

Inc.:. and the latter shall receive and preserve all records, 

memoranda and papers pertaininz to the construction and operation . 
of the properties to be ttansfene<i. 

9~ 'V1ithin sixty days after transf.er of the p:operties" 

C.illifornia Consolidated Water ComJ?a.c.y, Inc.:. shall file in 

qu.adruplieat:e with this Comcnission .and in eonfoma:o.ce w~th the 

provisions of General Order No~ 9G-A:. a compleu set of tariffs 

(includin.g UlXiff se:vice area ~, rules and rates) in its own 

name, such tariffs to contain no increases in rates or cbarges nor 

to contain no more restrictive rules or conditions than those now 

on file by Miraflores Water COmpany, Inc., and shall bea%" as an 

effective date the date of actual transfer of ~e propertie$~ 

In the interim. period" existing tarlffs shall be continued in 

effect wIthout modification. 

10: By not later than foar months following t::t'ansfer of the . 

properties, California Consolidated Water COtIpany, Inc~, shall file 

with this Commission four copies of a comprehensive map, drawn to 

" 

an indicated scale not smaller th~ 400 feet to the inch, delineating 

by appropr...ate markings the varlous tr~cts of land ancl territory 

served; the principal production, storage, transmission and 

distti.bution facilities, and the location of the var'z'ous water 

system properties:. as they existed three months after the date of 

transfer. 

ll~ Cal1 .. £O'J:nia Consolidated Water Company, Inc;, is authorized 

to acqui're the, main extension agreements owned by A~ L; :Pabst and 

by Minson Co: (enume%ated on page 3 of Exhibit S attached to 

Application No. 45324) for an a::DOtmt not exceeding $179,949. Any 

d::.fference between the uoreftmded balance of the adv'ances and the 
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present 'Worth of the agreements shall be credited to P.ccount 265 7 

Contributions in Aid of Construet!on. 

12~ In recording the transfer on its bool(S, California 

Consolidated Water Company, IncZ, sh.all: 

(3) Exclude £rom the balance transferred to prlm.axy 

acco\mts aU amounts, included. in AccoUnt 100-1 (Utility 
. 

Plant in Serv'ice) ~ representing engineering fees and equipment 

rental fees credited to A; L. Pabst. 

(b) Exclude from the depreciation xesexve account 

an amount representing the es~im.ated depreciation accumulatec':. 

on the engineering fees and eqtr.r.pment rental fees hereinabove 

excluded from. the primaxy plant accounts ~ 

Tbe effective date of this order sball be the date bereof. 

Dated at S8.n. FrandaCO' , Cali£orni3, this 

/6..zt day of C1IJ&: , ,1963~ 
CI (I 


