Decision Wo. | 73785

BEFORE THE PUBLIC UTILITIES COMMISSION. OF THE S"‘ATE OF CALIFORNIA

Application of S, O, PATTERSON and
SHIRLEY R. PAI’IERSON to purchase,

and of HOWARD S. PULLIAM and WILMA "
D. PULLIAM, to transfer, the . Application No. 49703

VISTA GRANDE WATER SYSTEM in Tebama (Filed October 2, 1967)
County, California. , RS

OPINION

Howard $. Pulliam and Wilma D. Pulliam,' his w:l.fe; ﬁaue‘
requested authority to sell the unincorporated Vista Grande Water
Systenm, serving about 72 metered customers near Red Bluff to
S. 0. and Shirley R. Patterson, husband ‘and wife > present owner... of
the Las Flores Water Works, 1ocated a‘bout 10 miles south of '-he '
Vista Grande System. The Pulln.ams aequired the:tr certif:.ca.te in
- 1959 (Decision- No. 57920, Application No. 40586) and are now 1n.v:.ng |
in&mymas, Mexico. The Pattersons acquired the 'I..as Flores System x/ '
by tra:nsfer in 1966 (Decisiou No.. 70296 Applicatiou No. 48105)

The Vista Gramde water faci.lities and assoe:f.ated proper- -
ties, together with details of the fiuanc:.al arrangements :.uvolved
ic the proposed tramsfer, are described i.n a report submitted
November 21, 1967 by a Comm...ssiou F‘.:.nanc:t.a’.\. Examiner based on. h:.s |

investigation of the application. The. repo:.. :[.s hereby :.noluded :I.n
this record as Exhi.b:.t 1.

The application, supplemented by the staff's :r.nvest:.gatron, Lo

discloses that the transfer, for a total pr ice. of $30 000 :I:s to be

effected by a real estate purchase contract (Appl:r.oat:f.on, Exh...b:.t "’)"):’. o

that prov:x.des for a $500 cash depobit, $3 500 :I.uto esorow- and the
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balance, $26,000, in the form of a promissory mote secured by a |
first deed of trust, payable at the rate of $200 or more. per month

including 6 percent interest, over an 18~year termm‘;

Financial data submitted by applicants cnd reviewed by'the‘.

staff indicate that while buyers appear to be acquiring,,for- |
$30,000, utility'properties having a depreciated original.cost, as:
of September 1, 1967, of $17, 433, thus resulting in a debit | ‘
acquisition adjustment of $12, 567 the assets being acquired includeg;l_
some nonutility properties not showm as such in: the-plant account |
balances at December 31, 1966 The nonutility properties comprise
twWo parcels of 1and Lots 23 and 25, and improvements thereon con-
sisting of a dwelling, garage and several outbuildings on.Lot 23
and an office buflding om Lot 25. (The staff's report notes the ;
possibility that the sum of $3, 126 shown.for "Structures" in the
utility's annual report of plant accounts and related depreciation, .
as of December 31, 1966 may represent the coSt of some" of the -
nonutility structures indicated above.) o '

~ The record discloses that the buyers intend to-convert _
the above-described structures to nonutility use as rental units,_j:
and that they are»not willing to Join in an'amendment to the S
application to eliminate the land and buildings that will not be '
used in utility operations and thus tofreduce the encumbrance
.against utility properties.‘ ”‘4‘ R

"The utility s annual report for 1966 hereby included in

this record by reference vshows a net operating income of $1 800
after deducting $650 for depreciation. The. application does not
indicate the amount of nét rental income buyers might realize from

the dwelling or other rentals of nonutility structures._ Thus,_the
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indicated cash flow doespnot‘appear to eover repaymentiofithedr

purchase loan. , o ‘i. “ | o
Accordingly, the staff has recommended (Erhibit 1 par. °)ff‘3

that issuance of a promissory note for $26 000 be authorized, in R

view of applicants' finanecial statement and the fact that a sub-

stantial part ($12, So7) of the indicated $30, 000 purchase price |

appears to be attributable to the acquisitionlof—nonutility'proper-ii'

ties. The staff has also—recommended (Exhibit 1, par. 10) that

certain plant balances be recorded by applicants in their books of

accoumt SO as to-reflect ntility and nonutility property and relatedf;'

depreciation xeserves,
The CommisSion finds that- _ o |
1. The proposed transfer, sdbgect to the staff's recommenda-‘pjv
tions (Exhibit 1, pars. 9, rO and-ll), hereby adopted,_wou1d~notfbe‘
adverse to the public interest. .

2. The money, property or labor to be procured or" paid for by'f'y*'i

the issue of the indebtedrmess. herein authorized is reasonably
required for the purposes.specifiedrherein,iand such purposessare'r'
not, in whole or inm part, reasonably chargeable-to~operating“i
expenses or to income. | ', | | N

The Commission concludes that the application,herein .
should be granted in accordance with the provisions of the ensuing
order. _

The authorization herein granted shall not be construeo

a finding of the value of the rights and properties herein :

authorized to be transferred o

Applicants, S. 0. and Shirley R Patterson, are hereby
placed on notice that the Commission reserves the right in anv

further proceedings involving the Vista Grande Water System, to Va.'“'”
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allocate the aforementioned promissory note totutilitifandpnonQVp‘“'

utility operations.

A public hearing is notJnecessary;="

IT IS ORDERED that: o
1. Howard S. and Wilma D. Pulliam, husband and wlfe, afterff’
the effective date of this order may transfer to S 0. and Shmrley
R. Patterson, husband and wife, the certificate of public convenzencee
and necessity heretofore acquired by said Pulliams pursuant to
Decision No. 57920, in Application No. 40586~ together with the
properties described in the application and staff report (Exhabit 1} N
berein as comprising the Vista Grande Water System.\ o
2. Within thirty days after the date~of actual transfer |
applicants S. 0. and Shirley R. Patterson shall file with the ff
~ Commission two fully conformed copies of the instrument or in-‘
struments of transfer, as executed together with a notice of
adoption of the existing tariff schedules of Vlsta Grande Water
- System on flle'with this Commission., | |
- 3. Applicants S. 0. and- Shirley R. Patterson are authorlzed
to rssue a promicsory note ia the smn of ot to crceed $26 000 for
acqn_sition of the properties herein nnthorized to ‘be transferred
o 4. Applieants S. 0. and Shirley R. Patterson shall record 1n
thelr books of account the utility'plant account balances in the K
total amount of $22 553, and the related reserve for depreclatior
'\as of: Angnst 31 1967, in the total amount of $S 120 except that
if the structures are not part of the utility-plant then applxcants
shall record the structures and related dePreciation restrve as non-fy

utllity'water property
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5. On or before the end of the third month after the date of
actual transfer, buyers shall cause’ to-be filed with the Commission,‘i
in such form as it may prescribe, an annual report covering operationc -
of the sellers for the calendar year 1967 | |

6. Upon completion of the sale and transfer herein.authorized
and upon compliance with all the terms and conditions of this order,_
Howard S. and Wilma D, Pulliam shall be relieved of their public ‘t‘
utility obllgations in connection'with the utility systemkherein‘$5
authorized to be transferred . - C

7. The authority herein granted to iSSue 3 note will become
effective when applicants S. 0 and Shirley R. Patterson have paid
the fee prescribed by Section 1904(b) of the Public Utilities Code,
waich fee is $26 00. In other respectslthe effective date of this
oxder shall be twenty days after the'date hereof

Dated at _San Francisco.

day of _ FEBRUARY, , 1968/

, California, this )

| commssno
o TR




