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BEFORE THE POBUC urILITlES C<IIKlSSION OF THE STATE OF CALIFORNIA 

Application of ERNEST E. HANSEN for) 
authorization to sell all outa.taD.d- ~ 
1Dg sbares of stock of the· ... 
MEAJ)(JBROCE WATER: CCltPAlfY. 1Ilc:orpo-
rated. to .JOHN F. RAUSCH. . ~ 

OPINION ------ ...... -
Authority Soasht 

Applieati~ SOlS7 
(Filed Deeember 23. 1980) 

By Application CA.) 60157 filed December 23. 1980. 
Erne3t E. BaDse11 (Bansen) seeks authority under :Public Utilities 

Code II 851-854 to sell all of the outstaD.d~ shares of stock of 

the Meadowbrook Water Ccapany. Ine. (MB.) to 30hn F. busch (Rausch). 

HI. supplies domestic water service to approxu.a.tely 143 custcmers in 
the Crest Park area, also mown as Irtsp:trat1011 Park and Meadowbrook 
Woods, of San Beraard1no County. Hansen proposes to trCl&fer to 
Rausch all 320 oatstanding shares of .tack of HB. The stock interest 

represents all assets of the water cOllp8J1Y, 1nclud1Dg. a 107,000-g&11(l1 
storase taD.k, and approximately 20,000 feet of trausmias.ion lines. 
The agreed purchase price for the water cc.pany is $3,,000. lio written 
aales COD.traet vas submitted v1th the a~l>l1catiCXl. 

Hansen bas been the prmcipal shareholder of HB- smce 
August 1977 when he acquired ownership' of le at a foreclosure sale. 
In August 1979, Hansen des1gDated Itaw~eh as president of }lB.. From 
1979 to the present Rausch bas been solely respoasible for managtQg 

and cOIltroll1.ng the water system. Ceo August 2. 1979 Rausch paid 

Banseu $3,000 in cash in escha:Dge for all the outstanding stock of :MB.. . . 
busch 1.& in physical possession of the stock .. 

-1-



A.601S7 AU/Db 

Bausen proposes to transfer the aystea for the rea8~ 

that to continue operatioa. of the ccapauy 011 a profitable basia would" 

COl18ume more per.ODAl tiae than he bas available. 
The application farther request. that the Cawisaion "":~~" .. 

modify Deeision (D.) 92307 (infra) but prorides DO detail as to the 

DAture of mod1ficatiOll. 
" Prior ProeeediDgs . 

By Reaolutioa. W-2393 issued September 6~ 1975.~ the CCJWItiasiOll 
. grauted a rate increase to MS CX'1 the cooditiOl1 that it implement a 

five-phue fBprcwement program to correct serious deficiencies in the 
water ay.st:em~ the raUa authorized were subject to nfuDd if the 

i:IIpr~ta were DOt timely made. 
D.91855 issued June 3~ 1980" in A.S9182 granted interim 

au.thority to delay 1JIIple.a.tatiOll of the improvements ~ bat required 
l(8: to select ODe of three optiana .a to the 1I8.ttDer it would operate 

the system in the future.. !e did Dot cClllply with n .. 918SS. and filed 

a petitiOl.l on JUDe 3. 1980 seeldDg further delay 1n the 11Iplementation 
of the improvements. D.92307 dated October 3_ 1980 de:n1ed- MB,'s 
request and ordered a rate reduction aDd reftmds to its c:uatcaers. 

D.92307 recited that Je bad eleeted Dot to transfer the 
... ~ter ~yatem to ereatl1D.e-Lake Arrowhead Water Aa~Y (CIAWA> (option 
<a» or to. timel,. coapleb ita fi'ft-pbase baProvaent p'1.G;l (~~" 
(1:»). . The rema~D1D& opt1oa. (e) direc~ Bauen or }G,"to.,ezpldn:: 
(1)"" why xa. 11. Ulcapab1e or mN1111Da to prOCeed nth the Deeded . 
"f1mctiD&- .md cODStructiOll previously ordered, (2) o+-.J2er uuormatiClll 
relevant_ to lm'. f&11-are to comply with CODatraetiCID. and r4iportma " 
~ts ordered by the Ccmd •• iOl1. and (3) 1Dformatioa. CODCerD­

fag ra~ reductioDa and refunds t~t were to take place 1£ optioa.a <a> 
and (0) ~ Dot exercised; . - . 
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'!'be Coaaission foand that MIS. bad· not c~lied with any of 
the three optioa.a offered in D.91855. We cODcluded that customer 
ref1mcls and a rate decrease ahould be _de aa orig1Dally provided in 
lteaoluticin"Xo. W-2393. D.92307 ordered' a. follon: 

"1. Hea.dowbrook Water CoaIpanY .. Inc. aball 
within twenty days of the date hereof 
file with the Commission revised tariffs 
reflecttDg the rate schedule described 
in Appendix A .. 

"2. With1n sixty days of this date.. Headowbrook 
Water eo.pany, IDe. aball ... lee refanda to 
its customers for the period of JUDe 1, 1979 
through October 7 .. 1980 baaed em the dif ... 
ference of the rates fn effect em 
September 5, 1978 and the rates authorized 
by Resolution No .. W-2393. 

"3. For a reiDatatement of the rate level in 
effect on October 7, 1980 Meadowbrook shall 
file au advice letter upon completion of 
Phases I through III of the improvements 
ordered ::tn ltesolutiOll No. W-2393." 

~ January 22, 1981 the Hydraulic Branch of the Caaadssion 
ataff (staff) filed a protest to A. 60157 • Staff opposed the sale of 
KS for the follow1Dg reaaODS: 

"1. By Dec1aiOD. Ho. 92307, dated October 8, 
1980, the C(JIWI!iaaioa. ordered HB to file 
revised tariffs reflectiDg the rate 
schedule set forth in Appendix A of that 
decision. Such filing was dae October 28-, . 
1980, twenty days after the effective 
date of Decision No. 92307. To date, the 
Hydraulic Branch bas not received the 
required filing. HS is therefore in 
violation of Decision No. 92307. 

"2. 

, 

Decision No .. 92307 further ordered M8- to 
make ref1mds to its customers for the 
amount specified in that decision. Such 
reftmds were due DO later than December 3 .. 
1980, or sixty days after the effective 
date of Deei~iOll No. 92307. To date, the 
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Hydraulic Branch has no record of MS's 
compliance with this order... 1m is there­
fore in violatiOEt of Decision No. 92307 .. " 

'!'he protest contends that unless and until MS fully complies 
with the Coaa1saiOl1 orders as set forth in D.92307, the Cawission 
should not entertain the applieatiOD. to transfer ownership', and ahoald 
dis1aias it as be1.Dg premature. 

Staff also asserts that Rausch, as de facto manager of the - . 

system s1nce 1979, bas failed to comply with Comad.ssi011 orders in 
the following respects, which failures are grounds for denial of 
A.60157: 

"1. 

"2. 

"3. 

"4. 

"5 •. 

, 

,Comply with the orderlDg paragr;h~ of 
Interim D.91855, sett11lg forth e 
optiOnS for K'S to pursue... (D. 92307 , 
1IWDeO., W. 5-6.) , 
Actively pursue the secariDg of & Safe 
Dr1nld.ng Water BoIld Act Loan from the 
Department of Water Res.ources (DlR) to 
make the water system :l'.mf!rOY'emetlts out­
lined in Resolution No. :.i-2393. The 
attached declaratioc, of H. :s. Purcell 
[staff member] indicates that Ie bas 
failed to provide necessary iDformation 
to continue timely processfng of the 
loan application, filed 1n June, 1980. 
Prori.de adequate notice to Ie'. cus­
tOIlerS of upeOlling hearu.s, as expressly 
directed in Interia Decision Xo. 91855, 
and, subsequently, by letter of the 
administrative law judge (ALl'), dated 
June 13, 1980. (D.92307, m:tmeo., p. 5 .. ) 
Properly bill ita customer., a fact 
undisputed at the hear~s af July 14 
and 15, 1980. (D.92307, D1meo., p. 5.) 
Timely malee the required improvements 
to the :KB system. (D. 92307, 1IWDeO., 
p. 7 ... )" 
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Notice to Custocers 
The assigned administrative law judge (ALJ') aclri.sed'1Ia1'lsen 

and Rausch by letter dated J'anuary 27 p 1931 that c:uatomers of MS were 
to be notified by February 13, 198-l of the peudiDg application. By 
letter dated February 13, 1931 Rausch indicated that he bad complied 
with the ALJ's direction by specifically doctllle'D.ting. the steps he 
bad taken to satisfy the request. 

Three customers responded-to the notice of the instant 
application. A protest to the &pp11C4tioa. was made by Belen A. Diehl, 
a eustcaer, who challenged the claims _de by Jm. 1ri. ita filing. She 
also .sked whether the residents tn KS's service area could be aerved 
by the local public water district, instead of service by )lB. • 

. Hra. It. E. Roberts 1nqu1red vben tbe refunds ordered 
in D.92307 would be 1I8.c:le. B:. L. :Slack cODDented that be was opposed 
to the transfer 1£ it would result in excessive charges to the 

~ service offered. 
No beariDg bas been held in this IIIltter. 

Discussiaa. 
In D.92307 we found that l(8. bad repeatedly failed to comply 

with oar orders, including. orders of the A:L3.. Specifically, we foand 
that !e bad yet to complete the first phase of the five-pbase imprO'V'e-

1IeUt pl.aD., had failed to obtain fiDanciDg for the program, and bad 
fal1ed to correct pressllre and flow probleu, despite the inatalla­
tiOl1 of additioaal _ina. We pointed out that the customers of MR 

should Dot have to tolerate farther delay tn receiving adequate 
vater service because of management t a 1Dability to obtain proper 
funding for needed iJlprovement8 :In a timely 'llaftner. Accordingly. we 

directed "that rate. 'bC . recmced and' refailaa 'be _de in the hope tbat 

~""""th:ta actiOl1 would. spur Jm: to" mUe the Deceaaary i1aproveM'D.ta • ., . .' . '. . .... .. ~ . 

In lieu of .. eoaplyi:Dc,. HS petit10aed for rehearlllg of 
D ... 92307 • OUr denial of that petition led "to- D "fillDg .. pet1t1.OD. 
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for writ of review with the California Supreme Court. M3' s peti­

tion was denied by the Court on April 1" 1981. We delayed consid­
eration of A .. 60157 because of the then pendint, litigation stearni~ 

from D .. 92307. That lit1,atioo has since ended" and we are nOW' 
ready to render a decision. 

We are &rave1y concerned with MB's continuixl.& failure to 
comply with our prio:' decisions.. As previOttSly indic:aeed, several 
customers .'lre seel.d:n& the refunds ordered in D .. 92307.. We also take 
notice of a letter by Terry A. Smith" Battalion Chief of the I..ake 

Arrowhead Fire Protection District, filed on; April 24" 1981" which 

indicates that MB has failed to provide adeqlUlte water for fire 
protection service, their safety appears endangered because of 
inadequate water to f~t fires. 

Hansen, the le&a 1 O'W'ncr of MB" has not made the refunds 
required by D .. 92307. We consider the instant application a device ~ 
by Hansen to evade his responsibili1:y to make the ordered refunds 
and to reduce rates. We believe compliance with that decision is 
required before we can entertain an application to transfer OW':l.er­

ship. Until compli.rmce is made we need n01: address the substantive 
issue of whether the transfer of MB to Rausch is in the public 
interest. 

Accordingly" we will dismiss t:he application wf.thout: preju­

dice. However, we expect MB to comply with D.92307. We will~ there­

fore, allO'ill MJ) 30 days from the effective date of this decision to­

refand the total amount designated in D.92307 and to reduce rates. 
If MB fails to comply" we will direct our staff to prepare an order 
to shOW" cause why MB/Bansen should not be punished for contempt. 
From the application, it appears that Hansen has already transferred 
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owner.hip' of n t<> Rausch.. That transaction· 1a null and void without 
Conalsaion approval prior to the actaal transfer. Aa a. result. we 
will still reaard Hansen as the leaal CMler of )IB. and· hold him 
respoo.ai1>le for compliance With all Commission dec1a1011S and orders .. 
F,indigs of Fact 

1. Public hear~ in th:.ts matter 1& Jlot neceaaary. 
2. Rausch. the propoaed baye!, of lfB.., in effect. baa been 

aolely respol1Sible for maintainfns, and operatq the water aystem 
atDce Auaaat 1979. 

J.. Neither Rauach nor Rauen have _de the caato.er rate refunds 
ordered fn D.92307. 

4... Rausch. the purported 'buyer~ baa already paiel· Hauaen $3.000 
for the water aystem. 

s.. Rauach haa operated the vater ayatem aince 1979'. 
Conclusions of Law e 1. Failure of Hansen and Rausch to comply with a valid order 
of th1a Commission 1& sufficient reason to deny the relief aoqht. 

2. Banaen' 8 'requeat to sell and transfer MB- to- i:aa.aeh ahoald 
be denied until Hansen baa complied with D. 92307 • 

3. A.60157 should be d.1am:l.aaed without prejucl1ce. 
4. A transfer of public utility property without prior COlllld.sion 

authorization :1a. DIll1 and void. 
S. Bansen remaflls the leaal owner of KS. 
6. Hansen should be directed to comply with Order1Dc Paragraphs 

1 and 2 of D.92307 wit:h.in 30 days after the eff.active date of this 
order. If refunds. are not made with:1n that time:t oar Leaal Division 
staff should be directed to prepare an order to show cause why Banaen 
and/or H8 shoald not be paniahed for contempt. 

7. 4a Hansen may be aubject to a contempt action 1£ he fa1ls 
to comply with tb:Ls order, the order should 'become .ffecti.'ft UpoD. 

peraoaal •• %'rice on Banaen ... 
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ORDER 
~---.-.~ 

IT IS ORDERED that: 
1. The app,licatiOll of Meadowbrook Vater Company,. Inc.. (MB) 

to sell and traDafer the company to 301m F. Rausch is diam1saed 
without prejudice. 

2. 1e:La directed throush ita lea&l owner,. Ernest E. Hansen,. 
to comply with D.92307 by fil.1.n& the revised" tariff .a apec1f1ed in 
Ordering Parqraph 1 and by pay:1llg the total &:IIOc:m.t of customer .. ' 
refanda no later ~than 30 daya frOll the effective date of tb1s 
decision. 

3. 1m:La directed to notify the eo.da.:tOll when the refanda 
ordered 1n the preceding parqraph have been made 'DO later than 
10 days from the ldate of refund .. 

4. The Executive Director 1a directed to' cause personal 
aervice of this. order 011 Ernest E. Banaen .. 

, 'rh1a order becomes effective on the date that it ia served 
on Ernest E .. Hansen. 

Dated JUN i 6 1981 , at San Fr&DCiaco, Cal:tfomia. 

, 
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