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Decision No. 91427 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Application oi'.HARVEY KNOX ) 
for authorization to sell ) 
all outstanding shares of' ) 
stock of' the YERBA BUENA ) 
WATER COMPANY to ROBERT M. ) 
EZRRY, ROY E. MARQUARDT, ) 
HOWARD P. HOUSEp LA~~CE ) 
J • CASHION, JAMES B. TARVER ) 
and VICTOR J. SPRAUER. ) 

-----------------------) 

Application No. 59069 
(Filed August l4 p 1979) 

John W. Wissinger,Attorney at Law, tor Harvey Knox, 
applicant. 

Ralph B. Helm, Attorney at Law, f'or Robert M. Berry, 
Roy E. ~~quardt, Howard P. House, Lawrence J. 
CaShion, James B. Tarver, and Victor J. Sprauer; 
and Stuart Simmons, tor Wilshire Boulevard Te~ple 
and W~lshire BOulevard Temple Camps; interested 
parties. 

lI.a~Jean Purcell and Robert M. Mann, for the 
mml.SSl.on sta£f'. 

Q..E!!!!Q.! 
Harvey Knox (Knox) seeks authorization of' the Co~ission 

£or the sale of all outstanding shares of stock or the Yerba Buena 
Water Company (Yerba Buena) to Robert M. Berry, Roy E. MarC!uardt, 
Howard P. House, Lawrence J. caShion, James B. Tarver and Victor 
J. Sprauer. The 26,000 shares outstanding are to be sold to the 
specii'ied bUyers in the £ollowing amounts: 

Buyer 

Robert M. Berry 

Roy E.. Marquardt 
Howard P. House 
Lawrence J. Cashion 
James B. Tarver 
Victor J. Sprauer 
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Total 

Shares 

.8,667 
8,666 
4,81.5 
l,284 
1,284-
1,284 

26,.000 



A.59069 • • 
Authorization for such S<ile is required pursuant to Sections 851 
through $54 o~ the Public Utilities Code. 

Yerba Buena supplies domestic ~ter service to parts 
of Sections 26 and 27, Township 1 South, Range 20 West San 
Bernardino Base and Meridian adjacent to the Pacific Ocean p 

County of Ventura, State o£ California, commonly kno'\\'X'l as lIoalibu, 
Ventura. It consists of approximately 700 customers, 2 '\o:ater wells, 
2 storage tanks and 20,372 feet of transmission lines. 

Yerba Buena was granted its operating authority by 
Decision No. 40950 dated Nove~ber 19, 1947 in Application No. 2S777. 

Because the agreed purchase price of $210,000 represents 
more than 400 percent of the indicated rate base as shown by the 
June 30, 1979 balance sheet attached to the application,and because 
of staff concerns respecting the adequacy of ltaintenance of the 
system after purchase, a duly noticed public hearing was held before 
Administrative law Judge Orville I. Wright in Los Angeles on 
January 16, 1980. 

The rationale for the prospective purchasers to pay 
an amount far in excess of the indicated rate base ""as giv~~ in th~ 
application and establishp.d at the he~ring._ Knox purchased the 
~ter cO~?9ny in February 1971 in ordp.r to ~stablish and develop a 
reliable dom~stic -water supply to a residential deve1opn:e:lt that 

he o~~ed in the ar~a. ~~ox indicates that he has significantly 
~proved and expanded the ~~ter co~pany's storage and distribution 
facilities, has completpd his develo?m~nt, and no longer o,,~s any 
significant amou.~t of property in the area. The proposed buyers 
o'Wn 444 a cres of real property contig:uo'Us to YerbB BuenCl" s certifi­
cated area, and therefore have a far greater interest in the future 
o~ the water company than has Knox, who intends to leave the area 
and inaugurate 8 new develo~ent in northern California. The 
utility is, however, restricted by Decisions Nos. 59493, dated 
January 12, 1960, and 61403, dated January 24, 1961, both in 
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• 
Application No. 39469 !rom extending service ou~siae the au~horized 
service area. The restriction is based on ~ter supply and pota­
bility and can only be removed by an appropriate finding and order 
by this Comnission. 

The buyers are fully aware that rates charged for water 
service are measured by the historical utility rate base and not by 
~he purchase price of the capital stock. They are also aware that 
no rate base is established in this proceeding; said rate base may 
well be more or less than indicated by the balance sheet attached to 

the application. The staff was diligent in communicating ratema~ing 
prinCiples to the prospective buyers both by letter and at the hearing. 

With regard to the proper maintenance o£ the system, the 
testimony of' Robert ~.ann of the staff as to appropriate measures 
was concurred in by Eugene D. Michael, a consulting geologist and 

engineer retained by the parties to the proposed sale. Further, 
Roy E. Y.arquardt, one of the buyers, testified of his intention to 

provide 24-hour customer call service and to make an early move of 
his residence to the vicinity of Yerba Buena. Mr. Marquardt 
testified to having extensive bUSiness experience, including utility 
'WOrk. 

The prospective purchasers are financially ca~able and 
expressed ~~llingness to advance funds to Yerba Buena, if required. 

T.aere was no opposition to the application, and its 
approval ~s recommended by the staff at the conclusion of' closing 
sta. tements. 

The action taken herein shall not be construed as a 
finding of the va.lue of the properties to be transferred. In issuing 
this decision we place Yerba Buena and its shareholders or. notice 
that we do not regard the number of shares outstanding nor the 
purchase price or 'the shares as measuring the return it. should be 
allowed to earn on its investment in plant, and that this authorization 
is not to be construed as a £inding of the value of t.he company's 
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A.59069 • • 
stock or property, nor as indicative or amounts to be included in 

proceedings £or the determination of just and reasonable rates. 
Findings or Fact 

1. Yerba Buena is a California corporation in good standing 
and a ~ter utility SUbject to the jurisdiction o£ the Commission. 

2. The sale of all of ~he outstanding stock to the bUyers 
as set £orth in the application would not be adVerse to the public 
interest .. 

COncluSion or Law 

The application should be granted. 

ORDER 
"'--'--.-., 

IT IS ORDERED that: 

1. Robert M. Berry, Roy z. l~quardt, Ho~-ard P. House" 
Lawrence J. Cashion, James B. Tarver, and Vietor J .. Sprauer may 

acquire all of the issued and outstanding capital stock of Yerba 
Buena Water Compony from Harvey lC:lox. 

2. Robert M. Berry, Roy Z. lI.arquardt, Howard P. :rouse, 
:t.a .. ."ence J. Cashion, James B. Tarver, anti Victor J. Sprauer!ll8Y 
control Yerba Buena Water Company. 

3. Within ninety days after the date hereof, Robert M. Berry, 
Roy E. Marquardt, Ho ..... ard P. House, I.a\rolrence J. Cashion, 
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A .. 59069 • • 
James B~ Tarver, and Victor J. Sprauer shall !'i1e reports inform­
ing the Cou.mission whether or not the control authorized has been 
COltpleted. 

The effective dste of this order shall be thirty days 
after the date hereof. 

Dated MAR 18 1980 
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