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Decision No. 91.236 
';4AN 15 1980 

,BEFORE !'BE PUBLIC UTILITIES COMMISSION OF l'RE S'.tATE OF CAI.IFORNIA· 

Iu the Matter of the. 'APpj.ieation 
of UGUNA HUTS- WATER, COMPANY, 
for Authority to ,Issue 4,500 
Shares of its Common. StoCk ... 

) 
) 

5 
Application. No. 58861 
(Filed May 14, 1979) 

----------------------------~) 
nrrEltIM OPINION AND ORDER. 

'!his application was filed. purstzant to Finding 5 in 
D.90006 dated February 27, 1979 in A.S8440, et aJ,.., that Laguna 
Rills Water Company ~C) should issue common stock to acquire . . 
the main extension contracts held by 'its parent, Laguna Rills 
Utility Company (LRUC).. No~ice of the filing of the' application 
appeared in the Commission '$ Daily Calendar dated. May 15, 1979';' 
No protests were filed. with. the Commission. 

A: revised' memorandum dated December 13, ,l~79 was prepared 
on this matter by the Commission staff and placed in the fonr.a.l, file; 
it is' bereby received in evidence as Exhibit No.1.. Its contents 
a:e as follows: :' .' 

.. 
"In Application No. 58861, Laguna Rills Water 
Company' requests Commission authority to 
issue 4,500 shares of its common stock" with 
a par value of $100 per share, for the 

, following purposes: 
"l. To acquire and terminate 21 main extension 

contracts held by its parent company, 
I..aguna Hills Uti~ity Company. These main 
extension eontracts had an unpaid principal 
balance of $903,056 at March 31, 1979'. 
Laguna Hills Water Company proposes to. issue 
3,540 shares of common stock having a total 
par value of $353~30S in exchange for these 
contracts; 
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.. ' "2. To issue 850 shares of cowwoo. stock 
(par value $100.00 per share) .to its 
~rent . c~y to pay unpaid refunds 
of $82~860; .. . 

"3. To issue common stock to its parent 

! pP _ _ _ ~ t$l~~9~ ~~~~~i.~~._.J' 
G:.... . .. . l.. . ... __ .• _~~ . 

. ~,,~ a prior proceeding, AppliCation No:' 58840jt 
the staff ·accountant recon:mended,. in seaff 
Exbibit 7-A,. that I.a.guna Rills Water Company 
issue common st"ock to retire maiu extension 
contracts owned by the parent company. The 
staff recommendation was adopted in the 
Findings in Decision 90006,. dated Februa.:ry 27, 
H~. . 

'''rhe staff account:a.nts approve in principle 
Laguna. Hills Wa.ter Company's request. However,. 
the amount of stock tbat should be issued in 
excballge for the main extension contracts is 
in dispute because of differences between 
Laguna Rills Water Company and the staff 
accountants as to the proper interpretation 
of the ten:dna.tion provisions of I.a.guD8. Rills 
Water Company's main extension rule. Laguna 
Hills Water Cotlll)8.ny believes that the te%mina­
tion value of the main extension contracts . 
is $353,.308, while the staff accountants believe 
that the tend.1.1a.tion value of the main extension 
contracts is $-250,188. '!here is no d:t:spttte over 

. the unpaid re~~ or_:tl;~ .. otJ:le~ . obligations. _ ..... 
;--. .. '~'h _~ •• _ • -_.- - ••• '- •• 

; "It would be appropriate in tMs, ,:>roceeding for .­
the Commiss:ttnl'to issue· au interim. order author­
izins!; I.agllIla Hills Water Company to issue 
:tmmeaiately stock for the amounts not in dispute. 
The amo=.t in dispute, i.e., the $103:,120, 
arisi.ng out of cl.ifferen.ce·s in interpretation of 
the main extension agreement termination provi­
sions,. should be resolved through a. formal public 
hearing.,.· 
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"In lig!lt of the pending rate base del:ermination 
.in Applicati.on NUmber 58440, et a1, which is 
de~den.t in part on this stock issuance, the 
staff accountants have no obj ection en an interim 
order authorizing the issuance of 3",lj40 shares of 
coumon stock (par value $100.00 per share) for 
the. purposes outlined above .. tt 

',. , ,-

Upon carefal· consideration of, this application ~ . . 
conjunction with Finding 5 in D.90006and the staff memorandum;:,,l . 
we have determined there is ·an~ aCfeqti.ite-l)as1s' for~ authoriZi%lg by' 
interim order the issuance of 3,440 sb.!res of the proposed· 4,SOO 
shares. We have similarly determined that a publie· hearing should 
be held to develop an adequate record t~pon which to; deCide-,whether 
authority should be granted to issue ttl:e remaining 1,060' shares of 
the proposed stoCk issue. 
Findings of Fact 

1. For purposes of· this inte%'l.m decision only, the termina­
tion value of the 21 main extension ,contracts held' by uroc should 

be fixed at $250,188. 
2. A public hearing should ~ held· to· test the validity of 

the higher value claimed by. LHWC. 
3. A eommon stock issue of the 3,440 shares herein authorized 

is for proper pUl:'poses and the money, property, or labor to be 
procw:ed or paid for by the issue of the common stock authorized by 

this decision is reasonably required for the purposes specif:ted', 
which purposes are not, in whole or in part, reasonably:, chargeable 
to operating. expenses or to income. 
Conclusions of Law 

1.· LRWC should be .authorued to issue 3,440 shares of its 
$100 par value common stock to uroc in exchange for the property 
and debt forgiveness specified in the application. 

2. !he determination whether LRUC should be authorized to 
issue the additiODBl 1.060 shares of ComalOU stock shouldawa1t the 

further hearings before this Commission. 
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In. issuing this decision we place the· issuer of tbe 
authorized stock and its shareholders on noticetbat we do not 
regardtbe uumber of shares outst:andi.Qg.~ the total par value of 
tbe sbares~ nor the dividends· paid'~ as measuring the return it 
sbould be allowed to earn on ':£'ts investment in plant, aud that 

this authorization is not to ~ construed as a finding of·' the 

value of the company's stock or property nor as indif:ative o~ . 
amounts to be included in proceedings for the de termi.na tiou of. 
just and reasonable rates. 

Therefore ~ IT IS ORDERED that: 
1. Lagana Rills Water C~ ~ on or after the effective 

date hereof .and on or before March 31~ 1980 7 may i.ssue 3~440 
shares of its $100 par value COt1iSJlOn stock to Lagana Rills 
Utility Company in exchange for the ,property and debt forgive­
ness specified in the application. 

2. Laguna Hills Water Company shall file with the 

Commission a report, Or reports, &$ required by General Order 
No. 24-:s. 

I • 
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3. '!'his order shall become effective when Lag'U%la Hills 
'Wa ter 'Company bas paid the fee prescribed by Section 1904.1 
of the ?ublic Utilities.. Code, which fee is $68&. , 

Dated JA.N 15 1980 , at Sau Fraucisco',~ 
Califond.a~ 

.. 
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