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Decision 93675 .NOV 31981 : 
-----

BEFORE T.-lE P1:BLIC t7I:'I'I'IES CO~SSIO~ OF THE STATZ,'CF' CAi.!E'6R~'i:A. 

I:1 the Mat~er of the A??lication of ) 
(1) RESERt'E CIt. A~"D GAS COMP~""l," a· ) 
California corporation, for authority) =0 sell all of the outstanding shares) 
of the ca?ita1 stock of APPLE VALLEY ) 
RANCHOS WAT,SR COMP~~, a california ) 
corporation> for authority to~ buy ) 
such stock. ) 

------------------------------~) 
o po I N:,'I 0 N, ---- _._-' 

~=v of Aoo1ication 

, 

Ap~lication 60644 
(Filed June 11, 198'1) 

Getty Oil Company (Getty) ,±(: ~ :)~la~·are co::por:~:£or.,.< seei<s 

authority to buy all 75, shares of the outstanding capital stock of, 
A??le Valley Ranchos water Company (AV) from. theonly:;~shareho,lder 
of AV> Reserve Oil and GaS ,Company (ReG), which~a~ acalif6=nia 
corporation. On January 23, 1980 ,Getty acquired~, all of': the:· assets' 

of ROG by merger ~ . The attorney who fO·:'!':'le:'l~· 're?r~s~·n:~e' ~OG' 
exec~tec.- .:_l?-e application on beh~l: 0: ROG. , '. . ',.' ..'" 

Getty paie' ROG shareholdersap?roxi:nately S6.2;S':nillion 
for R()G's assets' corlsisd.ng 'O-rinei~allv of ·o.'ilano. q"as' exp:for:ation . 
and ~:'oCuct{o~~pro?e:ties, . a·:efin~t:y',,-and·6'~her'· mark~tiri<;~'asset,s:",' 
i:lcludi:lg ail of AV's stock. ' 

1/ Line 6 of the caption omits. the -language: '<and (2') 'G~1:ty Oi·l: .,.' 
CO:':lpa!'lY, .a .Delaware corporation,'''. 
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AV is a public utility serving' approximately '5-,400' 
customers in the community of Apple Valley in San· Bernardino­
County. AV's 1980 annual report shows' a restated: net' utIlity 
plant of $3,546,332, total assets of $3, 939,.909·~ . a restated, 
corporate capital and surplus of $1,.938:,469:. operatinglosses 
of $240,727, and total losses of $250',596,. ,Getty's annUal report 
to stockholders shows total assets on a consolidated 'basis as 
of December 31, 1980 of approximately $3,22&,&76-,000, common 
shareholder's equity of approximately,$4', 143, 91.2~,000, and a' . 

1 

net income of $871,866,000. 
Getty'S Authority to Conduct Intrastate Bus-iness. 

Getty's principal place of busines.s is. in- Ca1:[fornii~ 
In Exhibit 1, a letter dated September 11, 1981, Getty trans­
mitted' a Certificate of Good StandIng, Foreign' Corporation, , 
from the Secretary of State of California dated" : September 4', 
1981, qualifying Getty~l to conduct intrastate business i'£1 -
california, subject "to any licensing. requirements otherwise 
imposed by the laws of this State". That ce~tif:[cate:[s a 
prerequisite for Getty, a foreign corporation, to secure 
authorization to transact public utility business within, 
California (see Public Utilitie~ (PU). Code Section'704) .. 

~/ On September 1, 1936- Pacific Western 011 Corpor.ation, c;etty':s 
predeceaaor, was qualified: to:"trausact .intrastate "bus,iness., 
in California. " 
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Discussion 

ROC formerly exercised control over AV through its 

wholly owned development subs.idiary. Apple Valley Ranchos . 
(Rauchos), a corporation. Getty representsthattbemanagement 
and staff operating AV's system, have. remained unchanged:~ Getty 
acquired Rancbos in the ROc;. merger • The net wox:thof· AV's 
facilities was a minor portion of ROO t S assets at the time of 
the merger. Getty represents, that the AV acquisitionw&s not 
specifically mentioned in the merger' agreement.· Gettyd'id:,not 
secure authority from the Commission to acquire or controI,AV 

'\ ". 
either directly or indirectly.. Therefore, that, acqui'sit:Lon. , . 
prior to the merger or control is void (see PO Code,Sect1on8s4). 

Prior to the merger AV filed' Application" (A.) 58520 
for an order authorizing an increase in its: rates' and~'further ". 

. " 

requested interim rates to' cut :tts out-of-pocket losses. 
• . ,I 

Decision (D.) 9043S dated June 19~, 1979' autborized an interim 
increase in AV's rates., The· ROC-Getty merger' occurred during: 
the processing of AV's. amendment to A.58520: in ,which AV seeks a 
further rate increase. AVwas advised,that CODI!lission 
authorization was 'needed to transfer control of AV to, Getty. 
Subsequently, this application was filed~ 

Two of the findings of' fact in D.9043S are as follows: 
"1. AV's parent ROC and/or its aff:[li&te'Ranchos 

bas subsidized" AV's operations as an adjunct 
to its major developmental and' sales activities 
in AV' 8· service area.. ' 

* * * 
"12. It would be reasonable' to require AVto: take . 

the following actions, which may require 
another amendment to ita application and: 
~reparation of exhibits prior to setting . 
further bearings on' AV'. request for further, 
rate relief: . . . 
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It (a) 

"(b) 

"(c) 

"(cl) 

"(e) 

"(f) 

"(g) 

Prepare an exhibit on' AVIs agreements 
to serve areas to be developed ,in, the 
future by Ranchos and'! or ROG which' 
identifies the areas to be served', the 
facilities required' to' serve, and the 
costs of the facilities needed to serve 
these areas, the obligations and/or 
commitments of Ranchos andlor ROGto 
complete the necessary facilities, and 
the appropriate ratemaking treatment 
for past and future extensions made on 
this basis. 

Prepare a proposal to clarify the 
ownership, dedication to public use, 
and operational status: of the wells" 
used by AV. " 

Resolve discrepancies between customer 
and water use data and projected·: revenues. 

Record rate base items pursuant· to·: the 
Uniform System of Accounts for Water, 
Utilities. 

Classify revenues by separate subd·ivisions 
in. accordance with the Uniform System of 
Accounts for WaterUtil!ties. 

Present a financing. proposal(s) for AV to, 

Implement the staff accoU'Oting' ree'ommend­
ations set forth il1 paragraph 24, of 
Exhibit 5." " , 

As a prerequisite to secllring' further rate relief in 
A .. 58520, AV filed information called: for in Findln,g12·. The, 
Commission staff objects to major elements of· AV's proposal ... 

,'-' 

The resolution of these disputes will be made in: a later d'ecision 
. , . ~ , 

in A.58S20. Getty is put on notice that the Commusionmay not 

adopt (1) its ratemaldtlg and book adlustments in> A.58S2'O» or 
(2) its proposal tomakeAV respona1bleformeet1ngprior 

cOIIDi.tments of ROC- or Ranchos. to completeeo1l8tructf.on. of water 
systems in certain areas, or (3) its finallCulgl)1:'oposa.ls~, .... 

',' .' 
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Further Potential Transfer of AV 

... Getty entered into- an escrow for the' sale of its Apple . 
Valley Ranch D:tvision, which includes AV, toR&RWestern Estates, 

Limited (R&R), a Canadian corporation. Abs'entComxnission 
authorization, the sale of AV's stock to R&R wou1d:be.vo:£.d: .. . ' ) . 

Getty had llOt filed an applicati.on to selli:ts:AV s.tock,tO' 
R&R as of, September 17, 1981. 
Notice 

Notice of the, filing of.tbe application appeared on 

the Commission's Daily calendar ,of June,15'~.1981., No. protests, 
have been received~'· 
Fiudings of Fact 

I 

1 •. ' AV !sa California corporation operatIng as' a public 
utility water company subject to the Jurisd,rC:tlonof::this' 

., 
Commission.,' 

2. Getty, a ':£oreign corporation, pos~esses aCe:r.t'ific'ate 

of GOod Standins from the Secretary of. State ofCaliforn'ia, 

qu~lifyins it to conduct intrastate business . in Califo'rni~~ . 
3. The control of AV by Getty wOl.lld· ~ot ,be adv,~rs'e:·:to.· the'· 

public interest. 

4. There is no known oppositi'on and no reason to~~ delay 
granting'the authority requested. 
Conclusions of Law, 

1. A public hearing: is not ,necessary.. .. '. 

2.. Since Getty holds a Certificate ~fGood'Standing' to 

conduct intrastate business in Californic7l'I . Getty mc7lYbe autho'rized ' . 

to conduct public ut'ility operations in:California~ 

3. The following order should.beeffectiv~'on the,dat~of 
s.i9nature to permit Getty to lawfully c.ontrol .. theoperationsoi;":AV:. ", 

, . ' \ . '" . , .' ~ .' '" ' . 
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The authorization, granted is for,tb.eporPose.ofthis 
. .' .'. ,,' 

proceeding only and is not to be construed as a finding 'ofthP,o" 
value of the assets or capital stoekof AV • 

...... ,. 

IT IS ORDERED that :Getty Oil Company ~ a Delawareco,rporation" 
is authorized to control Apple Valley Ranchos Water Comp-any~ 

This order is effective today •. 
Dated NOV ,31981 , at San Franei;sco, California. ' 
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