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Decision No. .54629 

BEFORE THZ PUBLIC UTILITIES cmrossION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of 
GREAT WESTEPw."'J WATER SERVICE, a 
Calii' orr..ia. corporation, to buy ~ 
and SA-1MI. H. EMERS ON and J.. B. 
HENDERSON CO., LTD. to sell all of 
the outstanding s~ock of DESACRES 
WATER COMPk~Y, a California corpo­
ration. 

) 
) 
) 
) 
) 
) 
) 
) 
) 

DESACRES WATER COMPJ.....~y, a Csliforr..ia ) 
corporation, to distribute in vol- ) 
untcry liquidation ell of its assets, ) 
operating rights, and certificates ) 
of public convenience and necessity } 
to GREAT i;lESTERN WATER SERVICE, a ) 
California corporation. ) 

o ? I N ION --- ........ _--

Application No. 3S630 

Great Western Water Service, .. a corpor~tion,Y by the 

above-entitled applicction, seeks authority to buy all of the out­

standing stock of Desocres Water Company~ ~ corporation,~ in 

accordance with the terms of the agrce:::ent,of sale d~ted 

November 2, 1956, e copy of which was attached to the applicction 

as Exhibit ftAft. Desacres o.lso secl-"..$ authority to distribute in 

volunto.ry liq1.udation all of its assets" opercting rights,~nd 

ccrtificc.tes of public convenience ~nd necessity to Great Westorn. 

Gre~t Western w~s gr~ted ~ certific~te of public con­

venicnc.e c..."'l.d necessity to oper~te as a public utility. by 

Decision No. 539$5, issued Octob~r 30, 1956, in Application 

No. 3$394. Dcsacres was granted a certificate of public convcnienc~ 

and necessity to operate as ~ public utility w~ter company by 

to .25 Great v:estern~ 
referred to as Desacres .. 



j .... 3$630 ET . ". 

Decision No. 49824, issued Y.:arch 2,3, 1954, in .A.pplic.lt1on No. 3;092. 

Each utility furr~shes ~~ter service in an area southeast of 

Palmdale, Los Angeles County, and each has filed an~pplication tor 

a certificate of public convenience and necessity tO,extend its 

service area in overlapping terri tor),: Great \fiestem f s /;.pplicc.tion 

No. 37874 and Des~cresT Application No. 3783$. Said applications 

were temporarily removed from calendar ot tho request of each 

applicant c.nd are pend~~g. 

By the instant c.pplieation Great ~'!estcrn pro,oscs to 
. 

purc~sc all of Desacres T stock from S~ucl H. Emerson and 
. . 

J. B. Henderson Co., Ltd., for a fixed price of $3$,350, pc.y.lblG 

as .f ollows : 

1. 

2. 

Cash in the amount of $500, at the close of escrow. 

A promissory note in the amount of $6,500 socurcd 
by the delivery of $6,500, face value of iand con-
tracts and/or trust deeds, to be delivered to 
Desacres upon close of escrow. 

A promissory note in the amount·o~ $30,000, payable 
in quarterly installments o! $1,2;0 per c:rua ... -ter 
begin."'ling J~uary 15, 1957, u.~ti1 paid; said no~ 
to be secured by l:lnd. contracts tJ.ri!/ or trust deeds 
~aymcnts upon which tho yield will be at least, 
~1,Z50 quarterly. 

4. A prooissory note, in the ~ount of $1,350 , payable 
either through the delivery by Greot Western to 
Dese-cres of 135 chares of Grec.t Western; common 
stock or in cash. In the event stock is deli vorod 
in lieu of cash, Groa.t 'Vlestcrn shall have th~· 
option to ~epurchase said stock at par to and 
incl~ing JMOOry 15 1 1963. 

Exhibit TTBfT attached to too application is a copy of 

the escrow instructions dated. November 2, 1956, to Security First 

National Bank or Los Angele" Clendale Branch. 

Exhibit TTC" is ~ copy of Great Western's balance sheet 

ae of November 23, 1956. It shows total ~ssets, including, ~336.46 

each, of ~97,932.06. Accounts pcyablc coountcd to $1),659.$7 and 

eapitc.l of Warren O. Wagner of ~e4,272.19 represented the balanco 

or liabilities and net worth. 
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Exhibit "D" is a copy of Desacres T be1zo.ce sheet as of 

October 31, 1956. Total a3~ets were $26,411.74, including cash of 

$37.8;. Liabilities included an amount of $39.9S due the bank; 

accounts payable were $6,415.80; reserve for depreciation was 

~3,555.96; capital stock issued was $16,400; ~d the company showed 

a deficit of $4,178.30, ~d a loss of $3,660.09 fo~ the first ten 

months of 1956. 

By Decision No. 53985 (supr~), Great Western was author­

ized to issue ~p to 20,000 sharcs of its Cl~ss "B" common'stock 

at ~ par value of $10 per share in the aggregato ~ount of ~200,OOO 

to ~'lTarrcn o. \'lTagner in excha:oge :for the transfer by said 1'lagner to 

Great Western of land sales contracts and/or trust deeds to an 

aggregate f3ce value of not less than ~200,OOO, the i~como from 

which was to be used for the acquisition or construction of 

f.acilities used and '~sable cs a part of Great WesternTs water 

cystcm installatio~. Said decision provided further, however, 

that none of the shares of Class "B" stock authorized should be 

sold or issued without Great Western TS first having plc.ced said 

sroros in escrow, to be tr.:.nsferred out of escrow· o::.1y upon order 

of the Commission .. 

Nowhere in the instant applic~tion is it shown thct 

Gre~t Western h~s pl~cccl suffici~nt amounts of its Cl~ss "B" stock 

in escrow to purch.::.sc the neeessary runou.."lts of ~nd sales eo·ntr~cts 

and/or trust deeds from ij!o.rrc... ...... O. ~Jlagner, which it intends' to o.ncl 

must furnish as coll.::.-:er.ll security for the promissory notes pro­

posed·to be issued for the o.cquisition of DCs~cr0sT stock. Nor 

ho.s Gro."lt Western sought ."In ord~r of the Commi::>.sion to transfer 

~uch shares 'or interest therein, or receive ~ny eonsidor~tion 

therefor. Th~ order hcr6iIlC.ftcr will contc.in "" condition tha.t 

Greo.t Western sh~ll meet thesc stated requirements before the 
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authorization to applicant to carry out the provisions of the 

agreement, Exhibit "A", shall become effective. 

In the instant. application, Great Western a.sks the 

Commis sion to indicate to what extent its Class "A" CO.'ClCon stock 

may be is·sued in exchange :for Class "Bn coItmon st ock upon the acqui­

sition of the operating rights and assets of Des~cres by Great 

1'1estern. In this connection it is noted that Grc~t Western has not 

been authorized by the Commission to issue ~ny Class "A"co~on 

, stock, .l..'1.d until a proper showing relating thereto has been m~de ~ ---to the Commission, no indication with respect to the instant 

request can be given. 

From a review of the application it appeD.rs that if 

Great vlestern seeks and i.s gr~nted authority to i $Sue Class "E" 

common stock of sufficient a:nou..""lt to purcr...:.se l.:md sales contracts 

and/or trust deeds otsufticiont amount to 1'1.::.ce such land sales 

contracts and/or trust deeds as col~teral security for the notes 

to be issued to Desacrcs, it will then be finzncially able to .~ct 

the financial obligations incurred by reason of its acquisition of 

the stock of Desacres. When such conditions have been met, it docs 

not c.ppear tm t the' proposed ~cquisition by Great- vlostcrn, of the 

outstilnding capital stock of ric~:lcres, will be adverse to the 

public interest, and o.n order will be entered gr<lnting the appli-

cation as requested conditioned, however, upon these precedents. 

In tlC.king this ;finding, it is the Co:CissionTs opinion that the 

:loney, property or lc.bor to be procured or paid for by the issue 

of tho pro::issory notes herein authorized is rcasombly required 

for the purposes spj~cificd her-ein.a.nd that such pt:rposes are not, 

in whole or in part, reasonably chargeable to' operati~ expenses 

or· to income. 
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The authority herein granted is not to be' construed as 

being indicative of'amo~~ts to be included in a future rate base 

of Great ~lestern for the purpose of dctexmining j\.lSt ~d' rcc:soooblc 

rates. 

The certi£ico.te of public convenience and necessity 

~uthorizec tooc tra~£e~od herein is subject to the following 

provision of law: 

That the Cocmission shall r..ave no power to 
authorize the capitalization of ~his certifi­
cate of public convenience a.~d necessity or 
the right to own, operate or enjoy such 
certificate of public convenience .-md ne'cessity 
in excess of the amount (exclusive of any tax 
or annUll charge) actually paid to 'the State ' 
as the consideration for t.."le is SU.:l%lce of such 
certificate of public co~veniencc and necessity 
or right. 

o R D E R ..... -- ~-

The Comcission having considered the above-entitled 

matter, ~d being of the opinion that a public hearing is not 

necessary, and t~t the application should be granted as herein 

provided; therefore, 

IT IS HEREBY ORDERED as foll~~s: 

1. That. Great Western \llator Service, a!ter the 
ef,fecti ve date hereof, ~d on .or before 
December 31, 1957, may acquire the issued 
and outstc.ne.ing stock of Desacres '\Ilate:­
Cocpany f~o~ ~ue1 H. ,Emerson .~~d J. B • 

. Henderson Co., Ltd •. 
, . 

2. That Greo.t 1.J'cstcrn~1(lter. Service, cfter the 
effective dctc hereo£~.and on or before. 
December 31, 1957, ~ayissuc its pro~ssory 
not~s i.~ the o.ggrcgo. te' aoount of not to 
exceed $37,$:50; in po....~·.,payt:l.ent or the 
purchase price, to "be, paid for the out­
stc.nding capi toll stock, 'of.' Dcsacres "I{ater 
Company, su ch notes .to be' issued in 
accorclc.nce with the tcr.cs of the o.grec~cnt 
of s.::.le, Exhibit i1A", a'ttachcd 'to tho applica­
tion, subject, however, to the condition 
that o.ny comon stock of G~eat ~!estcrn 
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;.a. 

b .. 

c. 

6 .. 

7 .. 

repurchased by it as provided in the agreecent 
of sale attached, as Exhibit nAn, to the appli­
cation shall be $~ repurchased with funds then 
existing in Gre~t WesternTsearned surplus. 

That Great Western W~ter Service shall file with 
the Comcission a report or reports as required 
by Genercl. Order No .. 24-A, which order, insofar as 
~pplicable,i$ ~de a part of this order. 

That upon tho ~cquis1tion of all of the out- . 
stc.nding stock of Desacres t'latcr Compa.ny, Great 
Western Water Service cay dissolve Desacres 
Water Company ~~d may acquire its operating 
rights and assets. 

That on the date of acquisition of the stock 
of Desacres Water Company by Great Western Water 
Service the certificate of public convenience 
and necessity grant~1 'to. Desacrcs ~later Comp~y 
by Decision No. 49824 be, and it is transferred 
to Gre~t Western W~ter Service. 

That Great Western Water Service, on an! after· 
the date of acquisition, is authorized and 
directed to cho.r~c, in the territory acquired 
under the author~zation herein granted, the 
rates presently being chcrged by De:mcres Wa.tcr 
Cocpany Dlld to o.pply in ~id terri tor.! its own 
rules now being on file with the Commission. 

That Great Western Water Service, if it acquires 
the hereinabove described properties, sho.ll, 
within thirty do.ys 'therecl"ter, file the rates 
authorized herein, and shall revise its presently 
effective t~iff schedules to provide for the 
application of its rules and.said r~tcs in the 
service ar~ being ~cquired herein to~ether . 
i'r-ith a :-evised service area :lap, clJ. in aceord.a::lce 
with the procedures prescribed by Gcner3.l. urc1er 
No .. 96. Such rates a.~d revised t.:rii'f sheets 
sh~ll become effective upon five d~YST notice 
to the COCQission a.nd to the public ~ter filing 
as hereinc.bovc provided. 

That on or before the elate of actual transfer of 
Desac'res Water CompanyTs properties'.to Cre~t 
Western Water SerVice, Desacres shall refund all 
depOSits which customers ~re entitled to have 
refunded.. &~y of said unrefunded deposits s~ll 
be transferred to ~nd become the obligation fo:-

'refund of G:-eat Western Water Service. . 

That if the authority herein gr~"lted is exercised, 
Desacres Water Company and Great Western W~ter 
Compc.ny shall each, .within thirty days thereafter, 
notify this COmmiSSion, in writing, of the' date 
of such completion of the property tr~fer heroin 
authorized and· of their compli~~ce with the 
conditior~ hereof. 
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s. Upon due complic.ncc wi th ~ll of the conditions 
of this order Dcsacrcs Wat~r CO~pc.ny, ~ cor­
poration, shail st~~ relieved of ell f~her 
public utility obligations and liabilities in 
connection with the operation of the water 
system herei.~ authorized to be trrulsfcrrcd. 

9. That the authority herein granted chall become 
effective when Great Western W~tcr Service 
sh~ll have paid the fec prescribed by 
Section 1904(0), of the Public Utilities' Code, 
which fee is $38, and when Great Western Water 
Service shall have obtained ~uthority from the 
Commis sion to issue, and sh.o.ll m ve issued, a 
sufficient cmount of its Class "BTT COmI:lon stock, 
to cxc~nge said stock for a sufficient amount 
of land s~cs contracts a.~d/or trust dcCdsz~ 
from ~Tarren o. vlagner, 'to be Doble to fulfill 
the collateral security requirements of 
EY~ibit nA" of the application. 

Dat cd at San Fra.ncisoo C 1 '£ . hi ,-r~..I"" 

of .. - ~~./J, 1957. 

1 0. l. orma 1 t s ~ --.-....:!y 
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