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BEFORE THE PUBLIC UTILITIES· COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of ) 
Harvey West, on ~ehalf of all the ) 
partners of Graeagle Water company, ) 
a partnership, to transfer Graeagle ) 
Water Company's system to Graeagle ) Applieation SS-12-057 
Water Company, Inc., a California ) (Filed Dece~r 30, 1988) 
corporation, and to issue 33',746 ) 
shares of its no-par value capital ) 
stock (par value fixed at $5 .. 00). ) 

) 
U-53-U ) 

------------------------------) 
2....E:...LNJ 0 N 

Graeagle Water Company, a partnership, is a public 
utility providing water service to approximately 650 customers in 
the Graeagle area of Plumas county. It received a certificate of 
public convenience and necessity to operate a public utility water 
system ~y Decision (D.) 61400 and D.63364, dated January 24, 1961 
and March 6, 1962, respectively, in Application 42423. The 
partners and their share of interest in the partnership are as 
follows: 

Harvey West and Shirley West 1/3 
Ro~ert West and Marjorie West 1/3 
Daniel West and Leah West 1/6 
Children and/or children's 

spouses of Ro~ert West 1/6 

Graeagle Water Company, Inc. is a California corporation 
in good standing incorporated on July 1, 1988. At the present time 
it has no assets or liabilities. 

Applicants request authority to transfer all of the 
existing assets and liabilities of the partnership, including the 
certificate of public convenience and necessity, to the 
corporation. They also request authority for the corporation to 
issue 33,746 shares of common stock with a stated value of $5.00 
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per share. These shares will be issued to the partners in the same 
proportion as their interest in the partnership. 

The properties to be transferred and the related 
obligations to be assumed by the corporation, including current 
trade obligations, customer deposit obligations, and refund and 
other contractual obligations of the partnership as of the time of 
the transfer, constitute the sole consideration for the issuance of 
the shares. The present book value of the assets to be transferred 
in exchange for the stock equals or exeeeds the par value of that 
stock. The number of shares to be issued was determined by 
dividing the utility's eapital as of July 1, 1988 by $5.00 per 
share. 

A statement of assets and liabilities included with the 
application shows that as of June 30, 1988 the partnership bad 
assets of $600,575.87 and liabilities, including contributions in 
aid of construction, of $431,84S.92. A pro forma statement of . 
assets and liabilities for the corporation shows total assets of 
$600,57$.92, liabilities of $431,84S.92, and capital stock of 
$168,730.00. 

Applicants state that their basic objective in filing the 
application is to permit applicant Harvey west and all the partners 
to incorporate the utility Hin order to more clearly delineate the 
assets and operations of the utility and to'provide the limited 
liability of a corporation. H They state further that management of 

~ 

the utility will continue in the same capacity after incorporation, 
that because the corporation has elected to be taxed as a 
partnership there will be no effect on rates, and that there will 
be no effect on rate base •. 

The water Utilities Branch (Branch) of the Commission 
Advisory and Compliance Division reviewed the application and 
recommends that it be granted ex parte. Branch notes that by 
0.88-10-056 in the utility's most recent qenera~ rate proceeding, 
we directed the utility to record easements of land used tor 
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utility plant and transmission lines and tile copies thereof with 
the Commission. Branch recommends application of this requirement 
to the corporation, and that the utility be required to transfer 
all used and useful utility properties to the corporation. 

We conclude that the proposed transfer and issuance of 
securities are in the public interest and should be authorized as 
provided in the following order. Since there will be continuity in 
management of the system as well as its ownership, there shou14 be 
continuity of service with no effect on ratepayers. To coordinate 
compliance with our order in 0.88-10-056 and this order, we will 
adopt the Braneh reeommendation that the utility record and file 
eopies of easements by making the fulfillment of that requirement a 
condition of the granting of this authority. 
lindings 9{ ~ct 

1. Graeagle Water Company, a p.artnership, is a certificated 
pUblie utility providing water service to approximately 650 
customers in the Graeagle area of Plumas county • 

2. The partners and their share of interest in the 
partnership are as follows: 

Harvey West and Shirley West 1/3 
Robert West and Marjorie West 1/3 
Oaniel West and Leah West 1/6 
Children and/or ehildren's 
spouses of Robert West 1/ G· 

3. Graeagle Water Company, Inc. is a california eorporation 
in good standing incorporated on July l, 1988. It presently has no 
assets or liabilities. 

4. Applicants request authority to transfer all of the 
existing assets and liabilities of the partnership, including the 
certificate of public convenience and neeessity, to the 
corporation .. 

S·. Applicants request authority for the eorporation to issue 
33,746 shares of eommon stoek with a stated value of $5.00 per 
share • 
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6. The shares of oommon stock will be issued to the partners 
in the same proportion as their interest in the partnership. 

7. The properties to be transferred and the related 
obligations to be assumed by the corporation,. including current 
trade obligations, 'oustomer deposit obligations,. and refund and 
other contraotual obligations of the partnership as of the time of 
the trans.fer, constitute the sole oonsideration for the issuance of 
the shares. 

8. The present book value of the assets to be transferred in 
exohange for the stook equals or exceeds the par value of that 
stook. 

9. As of June 30, 1988 the partnership had assets of 
$600,575.87 and liabilities, including contributions in aid of 
oonstruotion, of $43l,845.92-. 

10. A pro forma statement of assets and liabilities tor the 
oorporation shows total assets of $600,575.92, liabilities of 
$431,845.92, and oapital stock of $168,730.00 • 

11. Management of the utility will continue in the same 
eapaeity after ineorporation. 

12. The proposed transactions will not affect rates or rate 
base. 

13. The transfer of assets to the corporation is merely a 
change in the form of ownership not affecting the operation or 
beneficial ownership of the utility system. 

14. By 0.88-10-0506- we direoted the utility to record 
easements of land used for utility plant and transmission lines and 
file copies thereof with the Commission. 

15·. The proposed security issue is- for lawful purposes and. 
the money, property, or labor to be obtained by it are required for 
these purposes. Proceeds from the security issue may not be . 
charged to operating expenses or income • 
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16.. The proposed transfer and security issues are in the 
public interest and sho~ld be authorized as provided in the 
following order .. 

17. There are no protests to the granting of this 
application .. 

18. A public hearing in this matter is not necessary. 
conctgsions of LAw 

1. The application should be granted with conditions .. 
2. The transfer of the utility system of Graeagle Water 

Company, a partnership, to Graeagle Water company, Inc., should be 

authorized. 
3.. As a condition of granting authorization to transfer the 

system, applicants should be required to fulfill the requirements 
of 0.88-10-056 to record easements and file copies with the 
commission. 

4. The corporation should be authorized to issue 33,746 
shares of common stock with a stated value of $5 .. 00 per share • 

S. The authorization to transfer the system is not a finding 
of the value of the rights and properties to be trans·ferred 

&.. The number of shares outstanding, the total stated value 
of the shares, and the dividends paid do not determine allOWable 
return on plant investment. The' authorization to issue stocks is 
not a finding of the value of the utility'S stock or property, nor 
does it indicate the amounts to be inclUded in ratesetting 
proceedings. 

7. The order should be made effective on the date of 
issuance because the public interest would best be served by having 
the transactions take place expeditiously .. 

Only the amount paid to the State for operative rights 
may be used in rate fixing.. The State may grant any number of 
rights and may cancel or modify the monopoly feature of these 
rights at any time .. 
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OJU) E...B 

XT'XS ORDERED that: 
1. On or atter the effective date of this order, Harvey 

West, on behalf of all the partners of Graeagle Water Company (the 
partners), may transfer the water system desiqnated in the 
application, which shall include all used and useful utility 
properties, to Graeagle Water company, Inc. (the corporation). 
This authority will be effective when the utility has recorded 
easements and submitted a report to· the Commission in accordance 
with Ordering paragraph 5· of Oecision 88-10-056. 

2. As a condition ot this grant ot authority, the 
corporation shall assume the public utility obligations of the 
partners, shall assume liability for refunds of all existing 
customer deposits, and shall notify the atfected customers. 

3. Within 10 days after the transfer the corporation shall 
submit an original and four copies ot the tollowing to the 
Commission Advisory and Compliance Oivision, with a transmittal 
letter stating the proceeding and decision numbers: 

a. A statement of the date of transfer and the 
date the requirements of paragraph 2 were 
completed. 

b. Copies of documents showing transfer of 
assets to the corporation, inclUding bills 
of sale for personal property and recorded 
deeds for real property associated with 
utility plant and water rights. 

The Director of the Commission Advisory and Compliance Division 
shall send the original and 'one copy of the items sUbmitted to the 
Docket Office tor tiling. ' 

4. The corporation shall either file a statement adopting 
the partners' tariffs or refile those tariffs under its own name as 
prescribed in General Order Series 96. RAtes shall not be 

increased unless authorized by' this Commission • 
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5. Before the transfer oeeurs, the partners shall deliver to 
the eorporation, and the eorporation sha~-l keep,. all reeords of the 
eonstruetion and operation of the water system~ 

6. When this order has been eomplied with, the partners 
shall have no further obligations in eonneetion with this water 
system. 

7. The eorporation may issue up to 33,746 shares of eommon 
stoe~ with a stated value of $5-.00 per share. This authority will 
become effeetive when the issuer pays $337.46, set by Public 
Utilities Code § 1904.1. 

8. The authority granted by this order shall expire on 
July 31, 1990 if it has not been exereised by that date. 

In all other respects this order is effective today. 
Dated JUL 6 1989 I at San Franeisco-, california. 

j 
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O~ D E..R 

XT XS ORDERED that: ,./ 
1. On or after the effective date of this order, Ha~ey 

West, on behalf of all the partners of Graeagle Water Company (the 
partners), may transfer the water system designated in the 

/ 

application, which shall include all used and useful utility 
,/ 

properties, to Graeagle Water Company, Inc. (the c~oration). 
This authority will be effective when the utility/haS recorded 
easements and submitted a report to the Commission in accordance 

,; 

with Ordering Paragraph S of Decision 88-10-0'56. 
2. As a condition of this grant of a~thori ty, the 

corporation shall assume the public util~y obligations of the 
partners, shall assume liability for ;etunds of all existing 
customer deposits, and shall noti:~the affected customers. 

3. Within 10 days after th"NtranSfer the corporation shall 
write the Commission, stating the date of transfer and the date the 
requirements of paragraph 2 we~ completed. 

I 
4. The corporation sh&ll either file a statement adopting 

I 
the partners' tariffs or re!ile those tariffs under its own name as 
prescribed in General ordef Series 96. Rates shall not be 
increased unless authorufed by this Commission. 

/1' 5. Before the ;ransfer occurs, the partners sha1 del~ver to 
the corporation, and;the corporation shall keep, all records of the 
construction and operation of the water system. , 

6-. When thd order has been complied with, the partners 
shall have no fu~her obligations in connection with this water 

7. The corporation may issue up to 33,74& shares of common 
system. ~ 
stock with a stated value of $5.00 per share. This authority will 
become eff~ctive when the issuer po.ys $337.46, set by PU):)-lie 
Utilities ode §, 1904.1' • 
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8. The authority granted by this order shall e~re on 
July 31,; 1990 if it has not been exercised by that Cl~e .. 

In all other respects this order is effective today. 
Dated ________ , at San Frane seo, california • 

. Y 
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