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Decision No. 67:1'85 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALI.FORNIA 

In the Matter of the Appl1catio~'l ot 

DUARTE WATER COMPANYI A CORPORATION~ 
and CALIFORNIA WATER &: TELEPHONE 
COMPANY 1 A CORPORATION I tor an 
Order authorizing: 

A. Duarte Water Company to sell 
and california Water & Telephone 
Company to buy all o~ the assets 
of Duarte Water Company; and 

B. Duarte Water Company to 
withdraw rrom the water utility 
bUSiness; and 

c. california Water & Telephone 
Company to engage in and carry on 
the water utility business of 
Duarte water Company; and 

D. ca1iforn1a Water & Telephone 
Company to assume obligations of 
Duarte Water Company as a part of 
the purchase price of the assets 
of Duarte Water Company; and 

E.. california Water & Telephone 
Company to issue and deliver to 
Duarte Water Company 64 1 006 shares 
of the $6.25 par value common stock 
of california Water & Telephone 
Company as a part of tbe purchase 
price of the assets of Duarte 
Water Company. 

Application No. 46144 
Filed January 231 1964 

Bac1galupi 1 ElkUs &: Salinger, by Warren A. PalmerI 
tor applicants. 

OPINION 
~~-----~ 

This is an application for an order of the Commission 

(1) authoriZing Duarte Water Company to sell and transfer all of 
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its assets and to Withdraw from the water ut1lity business; 

(2) authorizing califOrnia Water & Telephone Company to acqUire 

sald assets and to continue the water utility business of 

Duarte Water Company; and (3) authorizing ca11forn1a Water 

& Telephone Company, in acqUirlng sald assets, to assume 

ob11gat1ons and to 1ssue 64,006 shares of 1ts $6.25 par value 

common stock at a prlce of $20.15 per share. 

A publlc hear1ng on th1s matter was held in Los 

Angeles before Exam1ner Donovan on Apr1l 23~ 1964~ at which 

tlme the matter was taken under submission. The Comc1ss1on 

has rece1ved no protests in the proceeding. 

By DeciSion No. 57234, dated August 26, 1958, 1n 

Application No. 40162, the Commiss1on author1zed the merger 

of Duarte Domest1c Water Company, a publlc ut1l1ty, 1nto 

Duarte Mutual Water Company, a mutual water company. Duarte 

Mutual Water Company, a ca11fornia corporat1on, the surv1v1ng 

corporation of the merger and renamed Duarte Water Company, 

has cont1nued the operat1ons formerly conducted by the ut111ty 

and the mutual 1rrlgation company in anQ around the City of 

Duarte, Los Angeles County. As of December 31, 1963, its 

reported' number of active service connections totaled 5,964, 

1ncluding 81 1rrigat1on and 387 fire protectlon cqnnections. 

california Water & Telephone Company, a californ1a 

corporation, 1s a public uti11ty engaged 1n rendering telephone 

service in portions of southern california and provid1ng water 

service in portiOns of San Diego and Monterey Counties and in 
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parts of Los ~~eles County 1 including areas near the City of 

Duarte. It proposes to purchase all the assets of Duarte Water 

Company by assuming such coropanyts 1iab11ities and ob11gations 

and by paying the sum of $1 1 3301124.501 sald sum to be payable 

$2 1 000 in cash and the balance of $11328 1 124.50 by the issue 

of 64 1 006 shares of common stock valued for such purpose at 

$20.75 per share 1 which was the ~~C prlce on AUo~st 191 19631 

the date the agreement regardlng the acquisition of Duarte 

Water Company's properties by california Water & Telephone 

Company was entered into. It 1s also noted that the quoted 

over-the-counter market price of California Water & Telephone 

Company's common stock was approXimately $20.75 per share at 

the t1me the app11cation was filed. Add1tional expenses have 

been 1 or wlll bel 1ncurred for comm1ssions 1 fees and 1nterest 

directly related to the acqu1s1t1on. 

About 86% or the outstanding capital stock of Duarte 

Water Company 1s owned by Western Utl1it1es Corporat1on. Th1s 

corporation 1S also the principal single stockh.older in, 

californla Water & Telephone Companyl owning about 10,% of the 

outstanding shares of sa1d company. The rema1ning 149b of the 

outstanding shares of Duarte Water COmpanyl a total of 21983 

shares 1 1s owned by 11067 shareholders. or this number 11 022 

stockholders holding 21149 shares lndividually own from one to 

f1ve shares 1 40 stockholders holding 431 shares lndlvidually 

own in excess of five but less than 25 shares 1 and five stock­

holders holding 403 shares 1ndividually own 25 or more shares. 

Of the five shareholders holding 25 shares or more of Dua~te 
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Water Company only one owns shares in californ1a Water & 

Telephone Company~ and this shareholder owns only 58 shares, 

or twenty-eight hundredths of 1%~ of the outstanding shares 

of Duarte Water Company. 

Exhibit B, attached to the application, shows that 

as of September 301 1963, the net assets of Duarte Water 

Company I after deduction of the depreciation reserve , amounted 

to $2~493,136.58, that outstanding liabilities totaled 

$652 ,543.891 and that common stock equity and contributions in 

aid of construction were $1~7431962.45 and $96,630.24, re­

spectively. For the nine-month period ended September 30 1 

1963, the company reports operating revenues of $281,355.72 

and net 1ncome of $48 1 557.81. 

In recordL~g the acqUls1tion of the net assets of 

Duarte Water Company the purchaser I californ1a Water &: 

Telephone Companyl proposes to utilize the book balances 

shown on Duarte's books except for the e11m1nation of a 

$96,630.24 balance 1n the contributions in aid or construction 

account and the balances in the capital stock and surplus 

accounts. Included in the fixed asset accountba.1ances of 

Duarte is a $789,791.23 balance for water r1~~ts. Such . 
balance is in excess of the $321 ,008.00 which this Commission 

in Decision No. 62481, dated A~t 29, 1961, round as repre-

sentlng a reasonable estimate of the original cost of Duarte's 
water r~ghts ~or rate-ma~ purposes_ In the order wh1ch 

rolloW3 Ca1~ro~a Water & Telephone Company, ~n record1ng the 
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acquisition of Duartets net assets, Will be reqUired to include 

on its books the balance in the contributions in aid of con­

struction account as shown on the books of Duarte and will 

be restricted rrom capitalizing as the investment in water 

rights any amount in excess of the estimated original cost 

of such water ri&~ts. 

Applicants allege that the p~oposed sale and acquisi­

tion will be mutually advantageous to the public and to the two 

corporations inasmuch as consolidation of the operatiOns Will 

achieve economies in financing, maint~nance and accounting. 

The Comm1ssion has considered tr~s matter and rinds 

that: (1) there will be no change 1n rates as a result of 

the transter; (2) the sale and transfer to californ1a Water 

& Telephone Company of the water utility business and related 

~ssets of Duarte Water Company Will not be adverse to the 

pub11c interest; (3) the money, property or labor to be 

procured or paid for by the issue of the shares ot stock 

herein authorized is reasor~bly reqUired for the purpose 

specified herein; (4) such purpose is not, in whole or in 

part, reasonably chargeable to operating expenses or to 

income; and (5) the request of california Water & Telephone 

Company for authority to pay certain costs, expenses and tees 

to Western utilities Corporation in connection With the proposed 

acquisition is neither necessary nor proper £or consideration 1n 

this proceeding. 
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On the basis of the rorego1r~ f~ndlngs we conclude that: 

(a) the application should be d!s~ssed insofar as it relates to 

a request for authority to pay certain costs~ expenses and fecs~ 

and (0) in all other respects the app11cat~on should be grantee. 

In issuing our orde:- herc~n" we place Cali1"orr..ia ~"ater & Telephone 

Company and 1ts sha~eholders on notice that we do not regard the 

number of ohares outst~ne!ng~ the total par value of the shares 

no~ the dividends paid as me~sur1ng the return said corporation 

should be allowed to earn on its investment in plant and that 

the approval herein given is not to be construed as a f1nd1n3 

of value of said corporat10n Ts stock or propert1es nor as 

indica.tive of amounts to be included in proceedings for the 

determinat10n of just and rea.sonable rates. 

o R D E R 

IT IS ORDZRED that: 

1. Duarte Water Company ~y sell and transfer to 

C~11rorni~ Water & Telephone Company its public ut1lity water 

bUSiness and related assets. 

2. california irater & Telephone Company may purchase 

and acquire said puo11c utility water bus1ness and related assets 

and, in part payment, ~~y assume outstanding liab1lities and may 

~ssue not to exceed 64,,006 shares of its $6.25 par value common 

st ocl{ at a pri ce of $20.15 per share. 
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3. California Water & Telephone Company shall account 

for the acqu1sition of the properties herein authorized to be 

transferred, 1n accordance with (a) the requirements of Plant 

Instruction 4 of' the Un1form. System of Accounts for t.-!ater 

Utilities (Class A, Class B and Class C), and (0) the comments 

in the foregoing opin1on. Within sixty days after the consum­

mation of the transfer, it shall file with the Commiss10n a 

copy of each journal entry used to record the tr'an3f~r on its 

books of accou."lt. 

4. ca11fornia water & Telephone Co~any shall f1le 

w1th the Commiss1on a ~eport, or reports, as required by General 

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

part ot this order. 

5. On or before the date of actual transfer, Duarte 

Water Company shall rel~d all depOSits, 1f any, which customers 

are entitled to have refunded. ~~y unrefunded deposits shall be 

transferred to and shall become the obligat1on for re~~d of 

Ca11forn!~ Water & Telephone Company. 

6. On or before the date of actual transfer, Duarte 

viater Company shall transfer all advances for construction held 

by it to california 'VTater & Telephone Company and the latter 

shall assume the obligation for repayment of such advances. 

Applicants" mthin fifteen days afier the date of transfer" 

shall jOintly file '111th this COI:".mission a certified copy of an 

appropriate 1nstrument sho\>Ting the names of all persons or corpo­

ratj.ons in whose :f"a'l7o:' such obligations eXist and the amounts 

thereot. 
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7. On or berore the date or actual tranarer~ D~arte 

Wate~ Company shall transfer and deliver to california Wat~r & 

Telephone Company all records, memoranda and papers perta1n1r~ 

to tbe construction and operation of' the properties here1n 

authorized to be transferred and the latter shall receive and 

preserve such records, mem.o~anda and pa:gers .. 

8. If the authority herein granted to transfer 

properties is exercised, california Wat,er & Telephone Company, 

within thirty days thereafter, shall no'tify the COmmission" 

in writing, of the date of completion of such transfer. 

9. california Water & Telephone Compar~ shall fi1e~ 

t\"ith1n five days after the effect1ve date of the transfer, a 

notice of adoption of the presently filed tariff schedules of 

Duarte Water Ccmpar~. 

10. The rates, rules and regulations of Duarte 1'later 

Company now on file with the Co~~~ssion shall be ref1led within 

thirty days after the effective date of the transfer" under the 

n~me of ca11fornia Water & Telephone Company, 1n accordance wlth 

the requirements of General Order No. 96-A, except that ca11rorn1~ 

Water & Telephone Company mey withdraw such of Duarte Water 

CompanyTs rules and standard forrnz as are substantlally ldentical 

with California Hater & Telephone Compan.yt s r:u1es and standard 

fo:":l'.S ~ and ~li thdrawal 01" which will not result in increases or 

more restrict1ve ·condit1ons 1n the presently f1led tariff 

~chedules of Duarte Water Company. 

'. 01 '. ~ ; ~ 
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11. On or before the end or the th1.rd month after 

the consummation of the transfer as here1n authorized, 

californ1a Water & Telephone Company shall cause to be filed 

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

report.1 or reports, of Duarte Water Company covering the period 

commencing With the first day of the current year to and including 

the effective date of the transrer. 

12. Upon compliance with the terms and conditions of 

the transfer, Duarte Water Company shall stand relieved of all 

further public utility obligatiOns in connection with the oper­

ations of the public utility water system herein authorized to 

~e transferred and, effective upon consummation of said transfer, 

it is hereby declared to be a nonut1l1ty company exempt from the 

jurisd1ction of this Comm1ssion. 

13. This application" L~sorar as it seeks author1ty 

for California Water & Telephone Company to pay certa1n costs" 

expenses and fees to Western Utilities Corporation, is dismissed. 

14. The effective date of this order is the date 

hereof. Any authority herein granted and not exercised will 

expire on Septe~er 30" 1964. 

Dated at San FranCiSCO" california, this /~ day 

of ___ """,~ ...... ~~ ______ " 1964. 

comiii1,ssioners 
_ 9 _ Comr:1sCio::ler Fre4er-j,ck B. Roloborr. being 

~ecos~nr1ly nb~ont. 414 not part1c1~to 
i::l the <!1!ipo~1 t10n or this proceecUns. 


