
Decision No. __ 5_7_'1: __ 4_9_ 

EEFOP£ THE PUBLIC UTILITIES COMMISSION OF THE S~A~E OF CALIFORNIA 

In the Matter of the Applie~tion 
of PACIFIC I-TATER CO., a Co.lif'ornia 
corporation, and EIG BEAR PINES 
1-JATER COMPANY". a California 
corpora t1011, und.er Section 852· 
of the Public Utilities Code for 
authority of' Pacific W~ter Co. to 
acquire all of the issued and. 
outstanding stock ¢! Big :Seal" 
Pines Water Company and under 
Section 85l of the Public Utilites 
Code for authority to merge Big 
Bear Pines Water Company into 
Pacific Water Co. 

OPINION -.--. ...... - ............. 

Application No. 40417 

~is is an application for an order of the Co~ission 

(1) authorizing Pacific Water Co. to acqUire the ztock or Big 

Be(.~:" Pines Water Company and (2)" authorizing Pacific Water Co. 

ano. Big Bear Pines 'Water Company to merge •. 

Applicants are public utility water corporations in 

southern California, Pacific Water Co. operuting in various pl~¢es 

in the Counties of Los Angeles, Orange". Kern and San Bernardino 

and Big Bear Pines Water Company in the Sugar Loaf area dne. tho 

1ckewood-t.Toodland area in Bear Valley, Sml Bern~rd:i.no COU%J~ty. 

For 1957 they hav,e repol"tcd the following: 
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Op~rating revenues 
Net operating revenue, 

before depreciation 
Depreciation 
Util::.ty income 

No. of consumers 

Big 
Pacific Bear 

$274,190 

15,285 
~ 568 $C;Z:283l 
7,627 

$ 8,529 

~ $~. 
354 

On February 18, 1958, by Decision No. 56261, tb.e 

COmmission established rates for Big Bear Pines Watol" Comp~y 

~h1ch were designed to produce annual net oper~t1ng revenues ot 

$550, after providing of approximately $2,500 tor depreciation. 

The CommiSSion found t~t not all the company's facilities were 

properly includable in the rate base. 

It appears t~t the two corporations are controlled by tho 

S.:::LlE: 1:lterest!:i, are 'Under the some manaeem.ent z.nd have the Sallle 
Jj 

principal place of doing bUSiness. Big Bear Pines Water Company, 

for the most part, has been financed with moneys advanced 'by Pacific 

i;ater Co. Which <.!mounted to $62,735.85 OlS of April 30,1 1958. 

Those in control.o! the two corporations have concluded to 

merge them into one organization. They report thct Big Bea.r Pines 

"later Company has 'been unable to borrow :tUndz from. bt.nks o~ other 

V 
The outst~ding common stoCk was ~eported held on December 31, 
1957 by the folloWing: 

J. L. Lyon 
George C.. Lyon 
Dorothy J. Lyon 
J. L. Lyon, trustee 

~ota1 

Pacific 

$:338,1603 
22,947 

950 
7,500 

£370,000 
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Big Eear 

$ 500 

$ 500 
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financial institutions for capital improvements, that it does not 

have SUfficient resources to repay the sums borrowed from Pacific 

1'Jater Co., and that the bondholdol" and stoclmold0l"S of P~,cific 

Water Co. are desirous of haVing the assets of Big Beal" Pines 

1.rater Company transferred to it so that such assets 'Will 'De 

subject to the bonding capacity of Pacific i?atcr Co. 

Under the arrangements 'Which h:lve been nmde, J .. L. Lyon 

.... rill sell the outstanding .:hares of stock of ;e·ig Bear Pines t.Tater 

Comp~y to Pacific "Tater Co. fo:: the S'lll7l of $10,562.50, Which is 

said to represent the cost to Mr. Lyon, and thereafter the two 

corporations Will enter into a mergel" whereby Big Bear Pines 

Wo.ter Company will 'be merged into Pac1fic ivater Co. end the 

latter, as the S'UrViVing corporation, 'Will succeed to all the' 

property; ri~~ts, privileges and franchises of Big Bear Pines 

He.tel" CompanY7 subject to all lic.bil1ties and obligations .. 

The recorded assets, liabilities and net 'Worth of the' 

ti-TO corporations as of March 31, 1958, and the pl"O forma 

bal~ce sheet as of the same date, giving effect to the merger, 

are reported as follows: 
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Big Beal" p~c1r1c 
Pines Water Water Assets ComEanJ!: Qo .. Tot~l 

Utility plant $213,866 $2,304,286 $2,518,152 Less - Reserve 2~'17~.~ 16~'~272 122'I02~ Net utility plant l7 ,l21 2, 14l",007 2,319,128 CUrrent assets 819 284,,979' 285,798-Defe:-red debits 6,999 156,437 161,.436 
Total $185,939 $2,582,423 $2,768,362 

L~abi1ities and Net Worth 

Long-term. debt $ $ 734,150 $ 734,150 CUrrent liabilities 67,836 311,042 378,$18 Contracts payable 27,788 9, 7S) 37,;71 Other credits 1,975 132,997 l34,972' Consumers' advances 478,l52 478:,1.52' Contributions 125,.$91 l25,89l Preferred stock 368,530 368,530 Common stock " 500 370,000 370,500 Capi t.ll su....""'Plus l6~ 91O 7~ 217 2~8 227 Ea.rned sUl1>lus (7-:17:0) (2~:02~) C2:20~ 
Totcl .$.lS~ ,9..22. ~21~S22~22 i~lI76S2.262 

I 
The pro forma ba1.-mce shoet indicates that 'the lnerged 

corpor~t1on at the outset 'Wil'l have a capital st:ru.zture as follows: 

Long-tem debt 
Advances 
Preferred stock 
Common stock and surplus 

Total 

$ 734,150 
478,,152' 
368,530 
510,,218, 

12,,091 y05.0, 

35.1% 
22.9 
17.6 
24.4 

JOO.O% 

While it is true the pro forma b~lance sheet 1nd1c~t~s a 

combil1ed deficit of $99,209., reference to the COmmission',z files 

Shows, so far as Pacific "Tater Co. is concerned, tllat its deficit 

did not develop until 1957, a surplus having been reported prior 

to thut year, and that the CommiSSion dur1ng the last year bas 

reviewed the company's oper~tions and has granted rate relief 

deSigned to produce additional gross revenues of $156,270. 
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Although the surViVing corporation will take ov¢r the 

accumulated deficit of Big Bear Pines Water Company, the recent 

rate ~~crease granted that company should reSUlt in that zysten 

b~ir~g able to meet its depreciation requirements and to pay its 

opera ting and maintenance costs • ..11 thout dra:wing on the remainder 

of the syste.m of Pacific Water Co. 

Under the circumst~ces as presented in this application, 

we ~.r'2 of the opinion, and so find, tMt the pro,osed merger 'Will 

not "co adverse to the ~ublic interest ~ that the application 

should be grcnted. In making our order 'We place applicants on 

notice that our action is not to be construed. as a finding of 

vclue of the stock or properties of ~1g Bear P1.."les 'VTa tel" Company 

nor as indicative of amounts to be included in a i"uturc rate 'base, 

or 1."l operating expenses, for the purpose of det~rmin1ng just and 

reasonz'ble rates. 

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

The COmmission having considered the above-entitled 

matter and being or the opinion that a public he~r1ng is not 

necessary and tbzt the ap~11c&t1on should be granted, as here1n 

provided, therefore, 

IT IS HEREBY ORDEPJm as follows: 

1. Pacific Wo.ter Co_, on C).nd art~r the effective date 

hereof, and on or before December 31, 1958, may ~cqu1re ~11 the 

outstanding stock of Big Bear Pines Water Company_ 
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2. Big Bear Pines Water Company and Pacific ·~ate~ Co .. ~ 

on ~d after the effective d~te hereof and on or before December Zl~ 

195$, may enter into a tlerger whereby Big Bet'!.r P1.."'lez Water Company 

is merged into Pacific Water Co., ~d Pacific Water Co. ~cceeds to 

all the property, rights, priVileges and fr~nch1se$ of Big Bear 

Pines 'Via-te::- Company, subject to all it,s liabilities and obligc.tions. 

:3. On and s.fter th.e d~te of actual merger, Pacific 'VTater 

Co. is authorized ~d directed to charge and cpply in the present 

scrvicl? area of Big Bear P1n~s Wo.ter Company the r.3,tes presently 

c~rged by the latter comp.:my ~d its o;m r..ues now on file and 1n 

effect througnout its entire system. 

4. Pacific i·Tater Co., if it accomplishes th~ merger 

hereinabove authorized, shall, within :30 days there~fter, tile the 

r~tes ~.uthorized herein :md revise its presently effective tariff 

schedules, 1ncludi.."'lg to.riff service area maps" to" :provide for th~ 

applico.tion of sc.id tariff sch.edules 1n the present service ar~a. of 

E1g Be~~r Pines Water Company in a. mo.rm.er acceptable to the Commission 

~d in accord~nce With the ~rocedure prescribed by General Order 

No. 96. Such rc.tes and revised t".riff sho~ts sMll become effectiv~ 

upon five daysf notice to tne CommiSSion and to the public after 

filing as here~bovc vrovidei. 

5. If the ~uthority herein granted is exercised, P",c1fic 

vTater Co. i-Tithin .30 days c.rter the merger shall notify the CommiSSion 

in writing or the date of the merger. '!.Tith1n six months after the 

completion of the merg~r" it shall file ,,:1th the Commission 0. copy 

of each journal entry used to record on its books the aco.uisit1on of 
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Big Bear Pines Water Company and the distribution to· pr1m2.ry plant 

and other accounts. Such distribution shall be made in accord~ce 

with Utility Plant Instruction NO.4 of the Uniform System or 
ACC01..mtS. 

6. Pacific i·later Co. shall m.::.1ntain separClte records of 

its investment in and ope:~i. .. tions 0;(' the system to be a.ccrll1red from 

Big Bear Pines Water Company. 

7. The authority herein granted sMll become effective 

20 d~ys after the date hereof. 

dc.y of 

Dated at San Fmnei.sco 

O/'~ ,1958. 

, California, this 
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