
: .. 

SW/ds ** 

Decision No. __ 7.=..-::::39:x,;;;ji4u.SL--

BEFORE THE PUBLIC UTILITIES COMMISSION OF 'tHESTA'XE OF CALIFORNIA. 

lnvestigation on the Co~sion's own ) 
motion inte> the rates •. 'rules ~ ::eg,ula- ) 
tions~ operations~ contracts, practices, } 
services.,. facilities,. equipment ~ ) 
securities, finances, and financial 
transactions of Vallecito Water Company, 
Suourban Water Systems, Calfin, Victoria 
:tJ'ro't:ual Water Company~ and San Gabriel 
?al1ey Water ·Company, corporations; and 
~to certain transactions between said 
corporations aud Camille· A. Garnier, 
C. H .. ,Dietz ,', Walker Hannon,. R. R. 
Nicholson, Frederick R .. Schumacher~ 
WilliamJ.. Hickey ~ Toll & Co .. ,. Security 
F1r~t National Bank,. a corporation,. . 
(Whittier Branch), and Bank of' America 
National Trust and Savings Association, 
aeorporatiou. 

Case No.. 8086-
(Instituted December 15, 

1964) 

, ' ". 

,,:. , .... (For Appearances see Decisio1lNo..71795)· 

FINAL OPINION. 

1{', 
By Decision No .. 71795,-dated December 3~, 1966, which is C/' 

an Interim Opinion and Interim Order, Vallecito's transfer of 

18.003 shares of 1ts 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. s.tock· 

transfer records and cancel thetrans.fers:of such shares ofstoek 

and report. to the Commiss.ion,. withiufive days thereafter. its 

compliance •. 

March' 25, 1968 - In The Supreme Court of the Utlited~ States~. 
October Term., lS67, No.. 1161, VallecitO' Water Company, 
Petitioner,. vs. Public Utilities Cotmnission of the State of 
california, Respondent - Cert. Den. 
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In its Interim. Cpinion~ the Commi.ss1<Qn concluded that 

£\tr:ther findings with respec.t to the lawfulness of the. acquisi

ti~i by other respondents of shares of;' Vallecito stock ~d· . . .' '. ;~, . 

~er conclusions thereupon would. be· th~ subject ofa s~~ate 
'"', I , ,'. 

" .,' . 
decision. that is the purpose herein. 

Comm~cing on page 8 of the mimeographed edition. of 

th; Inter1m.Cpinio'Q, in Decision No. 71795 and C01itinu!'1lg..~~ugb. 
next to the las.t paragraph on page 9 thereof, ·the c~~tances .... . .... . ... y.. .;.:., 
sur.Ir<>uuding the aC.quis1tion of l~.J.llS shares of Valleeito-' s 

cOtmllOn stock by R. H. Nichols~'Il.· San . Gabriel's chairman of the 
" , .. ," .. 

board, and· the,c:ireums.~ees s\trrounding the' acquisition of 

760 shares of V~l{~~~tO'r~' common stOck by Util:t~ htvestme~t 
Company> both Nicholson's. shares and those of Utility Investment 

Compa,Uy having been sold 11:0 San Gabriel· pursuant to author1zatio:l. 

contatUed in Decision No. 66140,. are 'out'1ined. 

Findin&= 
. . 

'With respect to the lawfulness. of the aCquisition by 
.' .' r· .' '., 

other respondents of shares. 0,£ Vallecito stock;, the!- Commission 
't ... '. 

find:: aa follows: 

1. a. The circumstances a'arround1l:tg the acq,uisition ~f 

Vallecito stock by R.: R~ Nicb.olson~ chairman of San Gabriel Valley 

Water Company's baud of directors and piincipal stockhol~r 

either by himself or a Nicholson family ~t administered by hfmJ 

and respondents other than Suburban and calfin have been :[nvesei

gated. . Nicholson's personal. financial recO~~c;. were made available 

to, and reviewed by counsel for calfin. He and his tax, legal and 

financial advisers and his bankers were examined and cros;-~ed. " . ." I 
.... '. .' ..:./. ~ . P. 

'l:l Sbou~""be- Ilp122 shares. , ..... " . 
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San Gabriel's records were reviewed by the staff, and were made 

::rvailable to all parties to this proceeding.. San Gabriel's officers. 

and 'ba:okers were examined and cross-examined. 

1:>. The record shows tb.a1: Ni.cholson was not financed· by San 

G:1briel; he was not San Gabriel's alter ego or agent: he was not a 

public utility; and he did, not violate Section 852 of the Public 

Utilities Code in his acquisition of 11, l22shares of Vallecito 

atock. Nicholson acted as an inclividualwith personal funds:, :: '. 

secured by $500,,000 of his Santa .Anita Turf Club stock as co.~la't.eral,. 

to acquire Vallecito's stock. Calf:tn Co.ts holdings of Vallecito 

. stock were acquired with public utility (Suburban's) funds., 
. ., . 

Decision No. 71795 (supra) found Calfin Co. to: be. Suburban's alter 

ego,. and Hickey to be an agent for the m..'lII.Sgemeut and operation of 

Vallecito by Suburban. Section 852 is explicit as to' theacq.uis:ition 

and purchase of the stock of one public utility by another public', 

utility. 

c.. No circumstance or circumstances are revealed on, this 

record which would cause the Commission not to' reaffirm Decision 
" ' 

No. 64305> dated Septem1)er 2>,.. 1962,. in Case No •. 74220£ R) R~ 

Nicholson vs. Vallecito Water Company. Said decision,. as noted 

in Decision No .. 71795 (supra), dismissed for lack of jurisdiction 

over Nicholson as an individual,. his complaint against Vallecito 

for the latter's refusal, in fear of violatitlg Section 852, to, 

transfer the shares of Vallecito stock he had 3C<tuired or to" 

permit him to· vote said shares. 
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d.. .l'he record on the results of this investigation reaffirms 

Decision No. 64305 (supra). 

2. a. San Gabriel Valley Water Company, a public, utility water 

corporation under the jurisdiction of this Cotomission and therefore 

subject to' the provisions O'f Section SS2 of the Public Utilities 

Code ~ formed Utility Inves'tment Company, on April 17 it- 1963,·, fO'r 

the purpose of acquiring stock' of VallecitO' Water Company,.' alsO' a 

public utility water corporation under the jurisdiction of this 

Co1llIllission and therefore subject to' the provisions of Section 852 

of the Public Utilities Code.. Such formation' was for no" other 

purpose .. 

b. San Gabriel financed Utility Investment 's purchase of 
\ 

7~O shares of Vallecito stock~ which were later sold to' San Gabriel 

ostensibly pursuant to' authorization contained in Decision 
. 3-/ 

NO'. 66140, dated October l5~ 1963~ in Application !~o .. 45443.- ' ("'/' 

c; Utility Investment was the alter ego ef San· Gabriel in 

the acquisition of 760 shares of VallecitO' stock~ 

d~ Since nO' Commission authority had been sought by or 

granted to' San Gabriel prier to' the purchase of Vallecito stock 

by Utility Investment~ the acquisition by the S.m Gabriel-Utility 

Investment aligtlment was in violation of Section 852 of the Public 
, ' 

Utilities Code. Such acquisition was and is null and· void 'and. 

of nO' effect. 

'1/ Decision NO'. 73801~ dated. March 5) 1968, renewed the attt:hor1ty . 
granted by Decision NO'. 66140 ~ and extended the time,. during 
which S3n Gabriel is authorized to acquire all the.outstandiDg 
shares ef Vallecito, for five years.. ".:,.! 
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3. a. When San Gabriel was autbori.zed by Decision No:. 66140 

to purchase all of Valleeito' s available' stock, the Co1I!mi.ssion 

did not know of the ~awful purchase of 760 shares of such stoek 

by the ~ Gabriel-Utility Investment alignment; suCh knowledge was 

'not disclosed until the proceeGings in the l.nst:arJ.t investigation. 

b. !be authorization gr~tcd by Decision No. 66140 could 

not have applied to ~Ia unlawful acquisition of 760 shares 'of 

Vallecito stock by Utility Investment and later ~ Gaoriel; nor 

does or could the rene-..1al of the authority which was granted. by 

Decision No. 66140, as such renewal was granted ~ Decision 

No., 73801, be exercised for such purchase. 

4. It may be that San Gabriel-Utility Investment could, . 

under the provi.sions of Section 853: of the Public Utilities Code,. 

be exempted by th~ Commission from the provisions of Section S52, 
.'. 

but consistency with Decision No. 71795 (ragarding the'Suburban

Calfin-Ioll ~ Co.' p~'"Cchase of 18,003 shares of Vallec.ito· s.toek) 

precludes suen exemption. 

!he Commission concludes that ValleeitO' should·be 

ordered to reverse its stock transfer records .and' cancel all 

trax:.s£ers of stock to 'O'eility Inves.tment: Company end the subse

quent transfer thereof to San Gabriel Valley Water Co::i.pany. 
, 

!he investigation should be discontinucad. 

F!NAL. ORDER 

II IS ORDERED that: 

1. The tr.:m:sfers of· 760 shares of its eommon stock by 

Valleeito Water Company eo Utility In~estcent cOmpc::.:n.y and of. 
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those shares to San Gabriel Valley Water Company'were and: are 

null and void and of uo e££eee. 

2. Vallecito shall, wiehin ten days after the effective 

date hereof, reverse its stock transfer records to Utility 

Investment Company, and subseqUrent transfer of this stock 1:0-

San ,Gabriel, Valley Water eompa.n,:, and shall, within' five days 

thereafter, report in writing' to' the Commission its compl:t.mce 

herewith. 

3. rus investigation is discontinued. 

!be effective date of this order' shall be twenty days 

after the date hereof. 
" Dated at 1Iu brt e • • california, this 

Comciss.11~ner_-..;I-.~...;"' ..... _CJ_a:_I;%C)_V_' _......;_ 

Comm1ssion&r !iff:. S2f'T1-sor 
Pre~nt but~ot ~t1Cipat~ 
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