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Decision No. 66478 
------

BEFORE Tr~ PUBLIC UTILITIES CO~MISSION OF TnF. STATE OF CALIFORNIA 

In the Matter of the Application ) 
of S M WATER COMPANY and CALIFORNIA ) 
CONSOLIDATED WATER COMPANY, INC., ) 
to sell and buy utility plant; to ) 
transfe: Certificate of Publie ) 
Convenience and Neeessity; and ior ) 
autho:ity to issue eo~on stoek. ) 

) 

Applieation No. 45854 
(Filed Oc~ober 11) 1963) 

This is an application for an order of tbe Commission 

(1) nutl"loriz!.ng S ~1 Water Company (seller) to sell and transfer 

its water. system to California Consolidated Water Company, Ine. 

(pureh.:J.sor) and (2) authorizing pureh.:Lser to issue ~nd sell 

$70,000 par value of it:~ eommon stoek. 

Purchaser. recently commenced operating as a publie utility 

water corpora~ion, having acquired the water systems of Miraflores 

Water Company, Incorporated, .:lnd Orcutt Town Water Company pur­

suant to authority granted by Deeision No. 65710, dated July 16, 

1963, and Deeision No. 66319, dated November 19, 1963, respeet~ 

ively. Both of ~hese water systems arc loc~ted near the City of 

Santa Maria in Santa Ba~bara County. 

Seller was granted a certificate of public convenience 

.:lnd necessity to construct and opcra~e its public utility ~3ter 

system within certain speeified territory near the Ciey of 

Santa Maria by Decision No. 58645, dated June 23, 1959, in 
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Applieati,on No. 40623. 

PiJ.:cchA~e't' propos(?s to Acqui:ce seller's water system 

with funds to be derived through the issuance of $70,000 par 

value) of its commOn stock, and through short-term borrowings. 

The base purchase price is $150,000, subject to adjustment, as 

set fo~th in the Agreement of Purchase ~nd Sale, dated Auguct 221 

1963, attacbed ~s Exhibit A to the application. 

Exhibit H attached to the application, sets forth 

purchaser's pro forma balance sheet at January 1, 1964, reflecting 

the proposed acquisition and fin~ncing nrrang~ments. 

?U~chaser ~epresents that it proposes to apply to the 

Commission within approximately six months, for authority to issue 

bonds or debentures in sufficient amounts to retire any balance 

of initial short-term indebtedness. 

The Commission, having considered this matter, is of 

the opinion a hearing is not necessary, and finds that: 

1. there will be no change in rates as a result of the 

tr.:.nsfer. 

2. The sale and transfer of the water system considered 

herein will ~ot be adverse to the public inte~est. 

3. The money, propertYJ or labor to be procured or paid 

for by the issue of the shares of stock herein authorized) is 

reasonably required for the purpose specified herein, and such 

puxpose is not in whole or in part, reasonably chargeable to 

operating expenses or to income. 

On the ba.sis of the foregoing findings, we conclude tha:i: 

the application should be granted) subject to the conditions 
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contained i~ the following order. 

In issuing our order herein, we place California 

Consolidated Water Company, Inc., and its shareholder, or share­

holders, on notice that we do not regard the number of shares 

outstanding, the total par value of the shares, nor the dividends 

paid as measuring the return said corporation should be allowed to 

earn on its investment in plant, and that the authorization herein 

given is not to be construed as a finding of value of said 

corporation's stock or properties, nor as indicative of amounts 

to be included in future proceedings for the purpose of determining 

JUSt and reasonable rates. The action taken herein does not 

constitute a finding of the value or original cost of the properties 

authorized to be transferred. 

With respect to capital structure, Exhibit H indicates 

that with completion of the acquisition authorized herein, purchaser 

will have a ratio of combined debt and advances for construction of 

approximately 72 percent and equity capital of 28 percent of total 

capitalization. California Consolidated Water Company, Inc., is 

hereby placed on notice that the Commission will expect that 

appropriate steps will be taken to tmprove its capital structure 

to a more sound and acceptable ratio of not more than 60 percent 

combined debt and advances, and at least 40 percent equity capital. 
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!T IS ORDERED th~t: 

1. S M Water Company cay sell and transfer to California 

Consolida:ed Water Company, Inc. its public utility water system 

proper~ies, including its certificate of public convenience and 

np.cessity, in acco:dnnce with the terms and conditions of the 

agreement attached to tbe application as Exhibit A. 

2. C~liforni~ Consolidated Water Company, Inc.) for the 

sole purpose of acquirir.g said certificates and properties of 

S M Water Company, and not for the purpose of making payments of 

~ny nature whatsoever relating to advances for constr'U.ction, or 

for any other than the first-mentioned purpose, may issue and 

sell, at par, not to exceed $70,000 par value of its common stock. 

3. Ca:i£ornia Consolidated Water Company, Inc., shall 

account for the acquisition of the properties herein authorized 

to be transferred, in accordencc with the requirements of Flant 

Instruction 4 of the Uniform System of Accounts for Water Utilities 

(Class A, Class B and Class C), and within sixty days after the 

consummation of the transfer, it shall file with the Commission a 

copy of each journal cn~ry used to record the r.ransfer on i:s 

books of account. 

4. California Consolida~ed Water Company, Inc. shall file 

with the COmmission a report) or reports, as required by General 

Order No. 24-A, which order, insofar as applicable, is made ~ part 

of this order. 

5. On or before the date of actual transfer, S M Water 

Company shall refund all deposits, if any, which customers are en­

titled to have refunded. Any unrefunded aeposits shall be trans-
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ferred to ~C shall become the obligations for r.efund of California 

Consolidated WateT Company, Inc. 

6. On or befo~~ the dote of actual transfer, S M Water 

Company shall transfer all adv~nces for construction held by it 

to Califo~nia Con~olidated Water Company, Inc., and the latter 

shall assume the obligation for Tcpaymcnt of such advances. Appli­

cants, within fifteen days after the date of transfer, shall jointly 

filc with this Commission a certified copy of an appropriate instru­

ment showing the ~am~s of all persons or corporations in whose 

favor such obligations exist ~nd the ~mounts thereof. 

7. On or before the date of actual transfer, S M Wate~ 

Company sh~ll t~ansfer and delivcT to California Consolidated Water 

CompDny, Inc., all record~. memo~~nda and papers pertaining to the 

construction ~nd operation of ttl~ oropcrties herein authoTized to 

be transferred and the latter shall receiv~ and preserve such 

records, mcmor~da and papers. 

8. If thc authority herein sranted to transfe~ properties 

is exercised, California Consolidated Water Company, Inc., within 

thirty days thereafter, shall notify the COl~ission, in writing, 

of the date of completion of such transfer. 

9. C~lif~rnia Consolidated Water Compa~y, Inc., shall file, 

within five days after the effective date of the transfe:, a notice 

of adoption of the presently filed ~ariff schedules of S M Water 

Company. 

10. the rates, rules and regulations of S M Water Company 

now on file with the Commission shall be refiled within thirty 

days after the effective date of the transfer under th~ name of 

California Consolidated Water Company~ Inc., in accordance with 

the requirements of General Order No. 96-A, except that Cali£o~ui.n 



Consolidated W~tcr Company, Inc., may withdraw such rules and 

standard forms of S M Water Company as are substantially identical 

with the rules and standard forms of California Consolidat~d Water 

Comp~ny, Inc., and withdrawal of which will not result in increases 

or more restrictive conditions in the presently filed tariff 

schedules of S M Water Company. 

11. Upon compliance with the terms and cOl1ditions 

hereof, S MWat~r Company shall stand relieved of all further 

public utility oblig::ltions in connection with the operations of 

the public utility water system herein authorized to be transferred. 

12. On or before the end of the third month, after the 

cons~tion of the transfer 3S herein authorized, California 

Consolidated Water Company, Inc. shall cause to be filed with 

the Commission, in such form as it may prescribe, an annual report, 

or reports, covering the period commencing with the first day of 

the current year to and including the effective date of the transfer. 

The effective date of this order shall be the date 

hereof. Any authority herein granted and not exercised will 

expire on May 31, 1964. . /J 

'Ri8iiiiiiiIR;;;;"fi!!a'"~ J 7--611 Dated at ________ , California, this . 

d f DECEMBER 1961"2 8y 0 ---_--.;;,;.~_,2... 


