ORIGINAL
Decision No. 7@5& |

i

BEFORE THE PUBLiC UTILITIES COMMISSION OF TEHE S’I‘AIE OF CALIFORNIA

Investigation on the Commission's own g
motion into the rates, rules, xegula-

tions, operations, contracts, practices, g

services, facilities, equipment,

securities, finances, and financial

transactions of Vallecito Water Company,

Suburban Water Systewms, Calfin, Victoria

Mutual Water Company, and San Gabriel Case No. 8086
Valley Water Coupany, corporations; and (Instituted December 15,
into certain transactions between said | 1964)
corporations and Camille A. Garnier,

C. H. Dietz, Walker Haonon, R. H.

Nicholson, Frederick R. Schumacher,:

William J. Bickey, Toll & Co., Security

First National Bank, a corporation, .

(Whittier Branch), and Bank of America

National Trust and Savings Association,

a corporation.. e

- (Fox -Ai:pearances see‘_‘Decis‘ién No. .:71295-)- -

FINAL OPINION -

1/ o ‘
By Decision No. 71795, dated December 30, 1966, which is /

an Interinm Opluibn and Interim Order, Vallecito's transfer of
18,003 shares of its common stock to Calfin Co. and Toll &Co. and
to William J . Hickey was found to be null and void .and‘ of no effect
and Vallecito was ordered, within ten days, to reverse its st‘ocic» |
transfer records and cancel the tramsfers: of such shares of stock
and report to the Commission, within five days théréaf'rte'r",‘,f‘it;" |
combliance.- | | ' |

1/ March 25, 1968 - In The Supreme Court of the United States, .

= Octeber Term, 1967, No. 1161, Vallecito Water Company,

 Petitioner, vs. Public Utilities Commission of the State of
California, Respondent -~ Cert. Den. '

-1~




C. 8086 - SW/ds/Swiewx

In its Interim Cpinion, the -Cotninissian conclu]tled that
further findings with respect to the lawfulness of the: acquisi-
tion by other respondents of shares of 'Vallecito stock and
fm:‘ther conclusions thereupon would be the subject of a separa.te
decisfion. That is the purpose herein, I

Commencing on page 8 of the mi:heographed edition Of
the Interim Opin:.on in Decision No. 71795 and continuing through
| next to the last paragraph on page 9 thereof ‘the circumstances
sur::ounding the acquisition of 11, 1182 shares of Vallccito s /
coumon stock by R. H. Nicholson, ‘San Gabr:.el's chairman of the |
'bcard, -and- the. circumstances smounding the acquisition of
760 shares of Vallecito's common stock by Utility Investment |
Company, both Nicholson's shares and those of Ut:.lity,Investment
Company having been sold 'to Sax Gabriel. pursuant to authorization
contained in Decision No. 66140, are ‘outlined.

F_iad_i_ese , | -

With respect to the lawfulness of the acqui‘sition by
other respondents of shares of Vallecito stock, the Commi..sion
findz as follows: |

1. a. The circumstances s'urrounding the accy;uisition _s:E |
Vallecito stock by R. H. Nicholsen, chairman of San Gabriel Valley
Water Company's board of directors and principal stbckhdl_der
elther by himself or a Nicholson family trust administered by him,
and reSpondents other than Suburban and Calfin have been investi-
gated. Nicholson's persomal financial records were made availa'ble
to and reviewed by counsel for Calfin. He and his tax, legal and "

financial advisers and his bankers were exammed and cross exam:.ned.

2/ Shouldbe 11,122 shares. I

A
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San Gabriel's recoxds were reviewed by the staff; and were ﬁéde ‘

available to all parties to this proceeding. San Gabriel's officers

and bankers were examined and cross-examined., ‘ 0///,/
b. The record shows that Nicholson was not financed by San s

Gabriel; he was not San Gabriel's alter ego or. agent: he wasbﬁdt{a~
public utility:; and he did not‘violat§'5ection 852 of the Public |
Utilities Code in his acquisition of 11 122 shares of Vallecito
gtock. Nicholson acted as an indtvmdual with personal funds,"
secured by $500,000 of khis Santa Anita Turf Club stock~as col ateral
to acquire Vallecito's stock Calfin Co.'s holdings of Vallec;to
‘stock were acqu;red'with public utilzty (Suburban‘s) funds. |
Decision No. 71795 (supra) found Calfin Co. to be Suburban's alter
ego, and Hickey to be an agent for the managemenx and operat1on,of
Vallecito by Suburban. Section 852 is explicit as to the. acquisitxon
and purchase of the stock of ome public utility by another public |
utility. | |
c. No ciicumstaﬁce or circumstances are revealed’on'ﬁhié :
record which would cause the Commission not to reaffirm Declsxon‘
No. 64305, dated September 25, 1962, in Case No. 7422 of R '
Nicholson vs. VallecitoVWater Company. Sald decision, as noted
in[Decision No. 71795 (supra), dismissed for lack of ju:xsd;ctxon'
over Nicholson as én individual, his complaint against V&lleéi;o‘
- for the latter's refusalj in fear of vidlatiﬁg,Sectioﬁ 852‘ fo 
transfer the shares of V&llecmto«stock he had acquired or to.
perm;t him to vote said shares. | |
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d. The record on the results of this investigation reafflrms

Decision No. 64305 (supra)
2, a. San Gabriel Valley Water Company, a public util:f.t:y water
corporation under the jurisdiction of this Commission and- ther_efore
subject to the provisions of Section 852 of cho; Public 'U‘ti'lities“v
Code, formed Utility Investment Company, on Ap:il 17 ; 19‘63*,3 for
the purpose of acquiring stock of Vallecito Water Couioany,‘ aléo 2
publiec util:’.ty waterv corporation under tho jm:isdicﬁ:’.oﬁ of this
Commission and therefore subject to the provisions of Sectzon 852
of the Public Utzlities Code. Such formation was for no other |
puxpose. ‘ -
- b. San Gabriel financed Utility ‘;‘.nvestment'sl ‘purchas’ev of |
760 shares of Vallecito stock, which were later sold to San: Gabriel
oétensibiy pm:sué.nt to authorization contained in Docision | , '; :
No. 66140, dated October 15, 1963, in Application Yo. 454&3.'}'/‘ | "/ "

| e Utility Izivestment was the alter ego of Sa# Gabriel in
the acquisition of 760 shares of Vallecito stock.

© 4. Since no Commission authority had been sought by or
granted to San Gabriel prior to 'the purchase of Vallecito stock .
by Ucility Investment, the acquisition by the San Gabriel-Utility
Investment aligoment was in violation of Section 852 of the Pﬁbii.‘o"
Utilities Code. Such acquisition was and is null and void amd

of no effect.

3/ Decision No. 73801, dated March 5, 1068, remewed the suthority <
granted by Decn.sion No. 66140, and extended the time, during
which San Gabriel is authorized to acquire all the. outstand:’.ng
shares of Vallecito, for five years.
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3. a. When San Gabriel was autborized by Deéi__sion No. 66140
to purchase all of Vallecito's available stock, .the Comﬁ.‘&.ésion-
did not know of the wmlawful purchase of 760 shares of such stock
by the San Gabriel-Utility Investment aligmnem:' such Imowledge was
not disclosed until the proceedings in the instant investigat,.on. ‘

b. The authorization granted by Decision No. 66140 could
not have applied to the wlawful acquisition of 760 sha.res of
Vallecito stock by Utility Investwent and later San Gabriel; mor
does or could the remewal of the authorit;} wbi.c& was g:féntéd» 'By
Decision No. 66140, as such remewal was g:anted by Decision |
No. 73801, be exerciﬁed for such pm:chase

4. It may be that San Gabriel-Utility Investment could,
undex the provisions of Section 853 of the Public Utilities Code,
be exempted by tb.p Commission from the provisions of Section &s52,
but consistency w~ ..b. Decision No. 71795 (rega.rding the. Suburban-
Calfin-Toll & Co. px.ccchase of 18,003 shares of Vallecito st:ock}
precludes such exemption.

The Comission concludes that Vallecito s‘hnuld be
ordered to reverse its stock txansfer records and eancel all
tracsfers of stock to Utility Investment Company and the subse-
quent transfer thereof to San Gabriéi Valiey W_éter Compariy-.- '

The investigation should be discontinued.

FINAL ORDEK

IT IS ORDERED that:
1. The transfers of 760 shares of its common stock by

Vallecito Water Company to Utn.l:’.ty Inveotmem: Compony and of
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those shares to San Gabriel Valley Water Company were. and are
2ull and void and of no effect. | o
2. Vallecito shall, within ten days after the effective
date hereof, reverse :l.t:é‘ stock transfer :eéord:a to Utility
Investrent Company, and subseciéwent transfer of this stockﬂ to
San Gabriel Valley Water Company, and shall, within five days
thereafter, report in writing :o the Comission its compliance
herewith. _
3. This {nvestigation is discontinued.
The effective date of this oxder shall be twenty days
after the date hereof. _ _ 7( :
Dated at ___ %n Prueks | California, this _J .
day of APRIL | B

| Commissioners

Conmissiocner X. ?. c.uov

Prosent but not partic:ipat:,ng, _

Cormissioner__ Tred P. !oi-rusoy
Present but not participé;tmé..g‘ |




