
Deci:;ion No. 48648 

BEFORE THE POBLIC UTILITIES CO~~ISSION OF THE STATE OF CALIFOFNIA 

In the Matter of ~~e Application of ) 
· · ) 
· .. 
) 
· ) 
· ) 

MOUNTAIN PBOPERTIES? INC.? a 
Califomia corporation, and DESEF,T 
WATEli CO.? a Califomia corpo:'ation, 
under the provisions of Section $51 
or the Public Utilities Code, for 
tne right to consolidate into a new 
corporation to be known as Pacific 
~~ater Co. · 
-~~--~~----~--~-~-~~) · 
In the Matter of the Application 'of ) 

· · MOUNTAIN PROPERTIES, INC. ~nd DESERT ) 
\-lATER CO .. , (after consolida,tion into : 
PACIFIC WATER CO., a California cor- ) 
poration) to mortgage their properties : 
under the provisions or Section 851 ) 
of the Public Utilities Cod~. . : 
---~---~~-~---~----~) 

o PIN ION --------- ..... 

Applica.tlon 
No. 34371 

A'ppli c:Jtion 
No .. .34.372 

In these proceedings the Commission is asked to enter an 

order authorizing Desert Water Co .. and Mountain Properties, Inc. to 

consolidate their properties and oper~tions into a new corporation 

named Pacific Weter Co. one authorizing said new corport1,tion to issue 

sh~res of stock, to execute a mortgage and deed of trust and to issue 

bonds in the aggrcg~te principal ~ount of $500,000.11 

Desert ond Mount~in are publio utility water corpor~tions, 

the former opert1.ting in unincorpor:lted areas in San Bern~rdino County 

and tl':.c l~tter in unincorporated areas in Orange, Los Angeles, Kern 

~'"1d s~ Bern:::.rd1..."'lo count.ies. The corporations are affiliated.· Each 

h:::.s the S~1L1l0 officers :md the $~Ine boc.rd of directors. The out-

11 
In this decision De:::ert 'VTo.ter Co. 'Will be referred to as Desert? 

MO~"'ltoin Prop~rtics, Inc. ~s Mount~in ~d Pacific Water Co. as 
?ccil'ic. 
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stonding shares of COlT'.Dlon stock of Desert are held by J .t. Lyon :jJ'J,d 

of Hount:.in 'by J. L .. Lyon and G. C .. Lyon, t:.1 though tl"J.elo.tter cor

poration h~s outstanding shares of preferred stock held by others. 

Financic.l reports filed . with th~ COlT'_":lission indic~t~ the 

1ncre~ses during the lest three .yco.rs in the opcrz.tivc property ~d 

business 0 f both comp:mies, o.s follows: 

Services Plant Oper~lting Net 
Dec. ~l D~c. ~l Reven.ues Incrc.'O' ~e 

Desert - 1950 180 $ 16;,215 $ 5,;371 $( 137) 
1951 330 207,307 . 10,296 1,156 
1952 513 340,614 ·17,359 4,670 

Mou.'1. tam - 1950 4,823 664,102 124,992 24,356 
1951 6,209 1,177,745 :193,765 24,447 
1952 6,527 1,326,682 221,729 14,767 

At Decen:.ber 31, 1952, Desert had outst.:nding common s to ck 

in the amount of $22,400 and surplus of $142,681 .. 23 with no mortgage 

debt, and Mountain h~d outstanding preferred stock of $229,000, 

common stock of $79,200, surplus of $129,434.82 ond mortgage debt in 

f:lvor of Pacific Hutual Life Insur~ce Comp:m.y in the amount of 

$286,~00 .. 

The app1ic~tions show that applicants' zystcms are located 

in areas of rapidly increasing population, that both :;:.rc f:;:.ced with 

the necessity of expm1ding their facilities and that both are in need 

of funds from cxter.n~l sourc~s for thiz purpose~ It i: reported that 

?~cific Mutual Life Insurance Company will not increase the ~mount of 

its loan but th~t Connecticut ~1utu&1 Life Insuronce Cor.n.p:my has 

cgrced to .ldve.nce the su."Il of $500,000, provided tho.t the operations 

znd properties of the· two comp~~ies be consolid~ted under one owner

ship. 

It appe~rs that applic.mts T dir~ctors ~e more tht:'n.two-

. thirds of thcsh().reholders of each clc.ss of stock ha.vf:: ·approved D.n 

agreement of consolic:.:l.tion whereby Dczert c.ne l~ountain :w111 be 
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conso1ic.~tec. into 0. new corporation, nmed Pacific 14ater Co., 'Which 

'Will zucceecl to .me':. become the o....mer or nll t.."le properties 0 f the 

two present comp&~ics, subject to outstancing d~bts ~nQ obligations, 

~"'ld will issue i ts :::h~res of stock in cxchanee for the presently out

stenc1ing s...~.;'.res upon t:'1C bo.sis of one share of its p referred stock 

for each share of preferred stock of Mountain of th~ S~lil.e par v~.lue 

::.n.d di vide:nd ro.te, :md Will issue zh=.res of its COIllr.'lon stock'in 

mnounts bilsed on the book values as o'f Dec<:mber .31, 1952, of the out-

standing com."1l0n shares of Desert and Mountz.in. Pacific T s ~.uthorized 

~h~res of stock ~d thc~e to be outstanding if the proposed plan is 

carried into effect, are o.s follows: 

Authorized 1:2 oe outst~n~i1"le 
Shares Shares Par Value 

Preferr~ -
Class A, 6%, ~10 p':·.r 10,000 ' 7,800 $ 78,000 
Class B, 5%, $10 par 60,000 15,,100 151,000 
Cl~ss C, 3fo, ~10 par ;20.000 

Toto.l preferred 100,000 22,900 229,000 
COrnr.lon, $1 pOor" l",OOO,QQQ :270,QOQ 27O :&.OOQ: 

Tot:lls 1.,.lOO~OO ~~2.2~OO i222~OOO 

The sh~rcs 0 l' Class B preferred stock arc to be convertible 

at tho option of the holder.s u, to ~nc including December Jl, 1956, 

into sho.res 0 f corn..''Ilon on the basis of eight COTr .. ":lOn zh.:l.rcs for eo,ch 

Cl.?ss E sh~~.re. Dividends on Cl::::;::; A tone C1~ss B sh:lres ere cu.-nu1a-

tive at the rztcs indicoted but ~ivide.ndz on the Class C sh~res ~r~ 

noncumul.:.tive. Holdero 0 f preferred sh:lros 0 t ~ll three classes will 

be ~ti tlee to ten votes for e~ch of such sh~,res. 

Applicants hove filed a pro forma stotcment indicating for 

1952 consolid~ted revenues of $240,903.34 and net profit of 

$19,43$.62 after deducting eepreci~.tion, t~xez .mel interest. The 

e~~ibits supporting the ~pp1ications indicate th~t Pacific will set 

up on its books the rixed capital accoun tz one: eeprcc:t:ltion reserves 

of Desert ~d MountOoin. A pro forma statement or assets, li~,bi11 ties 
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A.34371,3437~~~W 

?.nd c~.pitu o.s of Dece:r:oer 31, 1952, is as follows: 

Assets 

Fixed capital 
Less-depreciation ro~erves 

Net fixed c3pital 
Current a:::sets 
De:f'~rr€:d debits 

Total 

tiabi1i ties ::-.nd Cop1 t:l1 

Long-term debt 
Current liabilities 
Adv~~ces for construction 
Dona.tions in aid of construction 
Preferred stock 
CO'!'llIllon stock 
Surplus 

Total 

$l, 667 ,,~97 .04 
170,473.43 

$1,496,823.61 
,64,452.79' 
13.489.31 

@lz57,%. 762. 71 

$ 302,997.49 
165,374.59 
42$,50-5.59 

75,.171.99 
229,000.00 
370,000.00 

J,716.05 

.Applicants report that in order to ref:tnance the 'presmt 

long-term indebtedness reprcscnt~d by the P~cific Mutual Life 

Insurance Company lo:m or $286,600, to pay short-term 0 'bl'igations of' 

$109,2.30.15 and to provide :runds for future c~pita1 extensions and 

for working co:pital, t.i.ey have m.:l.dc arrangmcnts to borrow ~i500,OOO 

from Connecticut Mutu~l Lire Insurence Company, such sum to be 

represented by First Mortgage Bonds, Serios A. The oonos will bear 

interest o.:t' the r3tc of 4~%, will m.o.turc June J.., 1973, C-"l.d :nay b~ 

redeemed on o~ before June 1~ 1957, ~t ~ premium or 5% of.' the 

princi:p~l amount ~d ther0~rter at :l p:oem.1unl decrc{I.sing one point 

every four years. 

The payment of the bonds 'Will, be secured by on indenture of 

mortgage end deed of trust providing fo!" the creation of the ini tiz~.l 

i zsue of Series A bonds in the amount of $500 ,.000 OI~d for the issue, 

therGo.fter of nddi tiono.l bonds of Series A or 0 th.l;:r series as pro

vided in the indenture. A copy of.' the form of th~ instru."Umt hO$ 

been filed in Applicction No. ~4372 as Exhibit c. 
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Upon reVi~:lg thes(;: two ,applications we arc of the opinion 

th.:~t the proposed consolie::.tion will not be <ldverse to the public 

interezt> th~t Pacific will have need f~~ ~~ds to impro7e its c~sh 

p(n~i tion ,:;nd to meet co-pi tol reG:iliremC>n't~" that the money, property 

o'r l:;lbor to be procured or p~id for by':;he issue of' the stock end 

'bonc..z h<:rein c.uthorized is reasonably ::t~quired for the PUTP,o'scs 

specified herein, that the expenditurostor such purposes, other thzn 

accl"'Uce interest" ere not, in whole or :tn pert, reasonably cho.rge-

:lolc to oper:lting ~xpenses or to incom,~, and t'ho.t we should enter :m 

order gr~ting applic~tsf requests. 

The action taken her<:in shal71. not be construed to be e. 

finding of the v&lu~ of' the properties l"lerein aut..~o:rized to be con-

solidated. 

The CO::l."nission having considered the above 0:lti tled metters" 

~d being of t...l;.e opinion that public he:lrines are not necessary :lnd 

that the ~pplicc.tions should be granted" as herein provided; there

fore, 

I:t IS HEREBY OP.DERED as follo'W'=: 

1. Desert 'Water Co • .:m.d Mount~in Pro?erties> Inc. m~y 

,execute ~ ~greemcnt of con$olidation in the fo~ fil~d L~ Applic3-

tion No. ~4~71 as EY~ibit E, and m~y conso1idcte their propcrti05 ~d 

oper~tions into Pnc:tfi c Wuter Co. 

2. '. Pacific Water Co. m~y asSUItc the pD.yI:ent of th¢ out-
, ' 

st~~ding debts and obligctions of Desert Water Co. and ~lountain 

Properties,' Inc . .:md m::ty issuo not exceeding, $78,000 pur vD~ue o~ its 

preferrec Cluss Asharc$ or stock; not exce~ling $151,000 p~r'val~c 

-5 



of its preferred C1css B shares of stock, ane not exceecing $370,000 

::ar value of :i.'~s common stoc~-:: in ·c=,-rr~-llg out the terms of the c..gree

::.cnt of consolidation. 

3. Pcc1fic 'WOoter Co. may 1S~iue frorc. time to time zuch of 

its shnres of co:o.''llon stock as are requi1.'ed to 'be issued upon conver-

sion of said preferred Clnss B sh~res. 

4. PaCific W~ter Co. m~y execute :m incenturc of mortgage 

and. deed of truzt in, or substa.nti~.llY' in, the smne form as th~.t 

filed in Application No. 34372 ns Exhibit C, and may issue, on or 

b~fore December 31, 1953, :It their princi.po.1 runount pluz accrued 

interest, not exceeding ~'500, 000 in prll'lcipo.l a:nount of its. First 

Mortg~gc Bonds, Series A, Due June 1, 1973, for the purpose of X'o

finzncing ou tst'::''"lding ind ebteeness, of meeting c:lpi t:ll requirer:1en ts 

3.."'lC of providing 'Worki."'lg c~pi tal. The accrued interest may be'usee! 

ror gcncrru. corpor:;:.tc purpo::es. 

5. The rates, rules :me. regulations of Desert WD.t6r Co. 

end !~1ou.r.toin Properties, Inc. now on file ~.d th the Com."'!lission sho.ll· 

be rcfiled Wi thin 30 days ;::.:f'ter the d.:~te of ·C:onsolieation uncer' the 

no.rr.e of Pacific Water Co., in c.ccordonce vlth the procedure pre

scribed by G~~eral Ord~r No. 96, or, ~ lieu ot zuch rcfi11ne, ?~eifie 

W~Lte:r Co. may file 0. notice of o.<!option of zo.1c! prcs~mtly filed ratcz, 

rules ~e regulations. No increo.se L'"l the pre~cnt r~tes shall be 

~~dc unless ~uthorized by the Commission. 

6. Pacific vIt-ter Co. sholl file with the COl':".miszion 0. copy 

of e~ch journol entry used to record on its book~ the acquisition of 

the properties of Desert Wo.ter Co. Zl'ld Nountein Properties, Inc . .md 

th~ tiistribution to prim<=!ry fixed co.pit~l ~d other accounts, such 

dat~. tc be filed within six months after compl<::tion of the conzoli~1c.

tion. 
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7. All ceposi ts which 'customers 'o'f Desert Water Co. ancl 

x~ountain Properties, Inc. are entitled to have refunded shall bE: 

trm-.sfcrreG to and become the obligation for refund of Pa.c1fic Wa'l;cr 

Co. 

$. If the au thon tr herein grc:nted is exercised, Pacific 

Water Co. > 'Wi thin :30 days therea.fter, shall noti1'y the Commission in 

writing of the dnte oi' the completion of the consolication herein 

~uthorized ond of its compli~ce 'With the conCitions hereof. 

9. Pacific Water Co. shall file 'With the Commission monthly 

repor~s es requiree by General Order'No. 24-A, 'Which oreer, insotar 

as applicable, is made n p~rt of this order. 

10. Th~ authority herein gr~tcd will become effectiv~~h¢n 
Po.cii'ic ,'Water' Co'. ~as paid the :fee prescribed by Section 1904('0) of 

the Public Utilities Code. 

/,4 D:lted at San FranCiSCO" Cclifomia" this --"" _____ . Co.:J.y of 

June, 1953. 

,,- - .. ·-"':"SC .. ··~ISScON/ 
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COl'Cr.'.:i. ssioners 
.' 

CI'I-( I\~~ ol'l~r ...... ~~~ •. ~ •• ~!" •• !~:t!~~~ .• be-1ng, 
r.1') ~ .~.4nr11N a.b3~nt. did not l'3or t1e1:PQ.w 
j,.n thO d.ifll:PO~1 t10n ot tM.s :proeee41~ 


