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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Applicaticn of
ISIDORE MALAMUD, doing business under
the firm name and style of GODFREY
HEIGHTS WATER CO., and RIVERSIDE
RIGHLAND WATER CO., a mutual stock
water company, for authority to
abandon and dissolve public utility
and to transfer water distribution
system.

Application No. 37445

Perry Bertram, for applicant Isidore Malamud,
doing business as Godfrey Heights Water Company.
Roland H, Crabtree, for applicant Riverside
Highland Water Co.
Repinald H. Knages, for the Public Utilities
ommelission starsl.

OQPINION

A public hearing was held in this matter at San Bernarding
California, beforce Examiner Mark V. Chiesa. Evidence having been
presented and the matter submitted, it is ready for decision. By
Decision No. L4445, dated June 27, 1950, Isidore Malamud, doing
business as Godfrey Heights Water Company, hereinafter referrcd to
as Godfrey Company, was granted a certificate of public convenience
and necessity to operate a public utility water system for the
distribution and sale of water in the unincorporated arca known
as Cal Neb Ranch comprising some 125 acres in which is located

Tract No. 3444, San Bernardino County, and, in addition, in the

area adjacent thereto known as Tract No. 2966; said arce being locat-

ed near Highgrove, California, as moro particularly delincated
on the map filed as Exhibit No. 1 at the hearing on Application
No. 31029, as omended.
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By this application Isidore Malaomud seceks cuthority
to sell and transfer said public utility woater system to Riverside
Highland Water Co., a nutual water company, hereinafor referred
to as Riverside Co.; and the latter has joined in the application.
Applicant is at present serving domestic water to
67 lots in Tract No. 3444 and also %o two lots adjacent to but not
in said tract. Applicant Malamud's source of wateéer is irrigation
water which he 1s now recelving froz the Riverside Co., Dy reason
of his ownership of shares in said company. Godfrey Company has
no woells in production and is dependent upon the irrigation water

it receives from the mutual water company, which company takes the
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position that it is not obligated to furnish an uninterrupted flow

of”iffiggﬁion water to its sharcholders on 2 year-round basis.

The Riverside Co. has netified the Godfrey Company that it does not
consider itself obligated to continue to supply water during the
winter months. The utildity, in consequencc; believes that the
prescent source of water supply 1s in jeopardy.

The cvidenece shows that if the prescnt source of water
is withdrawn Godfrey Company would not at prescnt be in a position
to furnish uninterrupted domestic water o its censumers. Although
Godfrey Company has one well which could produce watcr; the
rcopening of this well would requirce reconditioning and some
medification of & portion of the distributicn systen.

Annual reports for the years ending December 31, 1954 and
1955, filed by Godfrcy Cempany with this Commission, show cost of

utility property ond depreciaticn reserve as follows:

1954 1955
Utility Property $21,305.88 $21,305.88
Reserve for Depreciation 2,411.L0 2,893.LL
For the same years the company's revenues and expenscs
were as follows:

Revenue
Expense
Profit or Loss
(Red Figure)
-2
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The record docs nct show thot Godfrey Campany is
obligated on account of customers' deposits or advances in aid
of construction.

Codfrey Company propcscs to transfer and scll to
Riverside Co. said utility property, cunsisting of threc lots,
water well, distribution system, certain water shares, together
with rights of way and/or casements, as more specifically sot
forth in the application. In consideration therefor Riverside Co.
agrees to furnish domestic water to present and future lot owners
and consumers in the aforesaid dedicated service area, and o
construct and maintain adequate and suitable facilities for such
purposes. It will also install, at its own cost;water meters on
the 67 lots in Tract No. 3444 now being served by the Seller,
Meters for other lots in the acreege will be installed as sub-
divided at a cost, to lot owners, of approximately $50 per meter.

Each lot owner will receive one-half share of stock in

_the Riverside Co. The cost will be $1.00 for transfer fce.

Domcstic water will be supplied to all of the lot owners on the

basis of & $3.00 monthly rate for 3,000 cubic feet or less, plus
10 cents por 100 cubic foet in excess of 3,000 cubie feet as more
fully set forth in the application and exhibits filed therewith.
In addition to thc charge for water, lot owners will pay an annual
asscssment on the onc-half share of stock, which assessment at
prcsent would amount to %10.50 per share.

Godfrey Company now has a flat rate of $3.00 per
conncetion per menth and an optionzl metered rate of $2.00 per
month for the first 2,000 cubic feet; or less; plus 10 cents per
100 cubic foct in excess of 2,000 cubice feet.

Riverside Co. is a mutual water company which has been
engaged in the distribution of irrigation water in the Hiverside-

San Bernardino crea for many years. It olso serves domestic water,
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After World War II the company greatly expanded ivs domestic
facilities due to population growth and change in the character
of seme of the property from agricultural to residential. In
excess of $150,000 has been spent in doveloping its domestic water
system. Some of this develeopment is in the immediate vieinity of
the cervificated service area of the Godfrey Ccapany, and the
evidence shows that the two water systoms can be consolidated ot
omall additional cost. The record shows that said mutual water
company is ready, able and willing %o provide an adequate scrvice
to present and futurc lot owners in the arca in questiona

As of December 31, 1955, Riversidc Co. possessed total
assets of $388,767.63 subject to liabilities of $51,163.63. The
net worth of $337,604 was represented by $187,800 of capital stock
outstanding (4,695 shares of the par value of 340 each) and surplus
of 5149,80L. Net inecome for the years 1954 and 1955 was, respec-
tively, $12,173.10 and %3,265.73.

The Commission has reccived oxpressions from proscnt
consumers for and against the proposed sale. Those opposing prefer
a public wtility to 2 nmutual water company because utility ratcs are  s——
usually lowcer and the mutual would not be under public regulation.
Those who favor the change complain of low water pressurc and poor
scrvice.

After submission of the matter, Isidorc Malamud, doing
business as Codfrey Heights Water Company, petitioned for 2 reopen-
ing of the procceding in order to enable him to make o showing
that an adequate water supply (indepondent of the prescnt source
from the Riverside Co.) could be developed from the well on one of
the lots that will be transforred, and thot the water could be
made availeble to present and future consumers in the said dedicated

aQred.
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The application for authority to transfer the water
system and to abandon and dissolve the public utility will be granted.
The petition for reopening will be denied. This is becausce no useful
purpose would be served by o showing in the record that the Godfrey
Company is able to establish an independent source of water supply.
The Commission does not accept the cenclusion of Riverside Co. that
it can, at its own option, cut ¢ff the water supply of the Gedfrey
Company and deprive its present or prospective customers of a nceded
supply of domestic water. A mutual water company that knowingly
supplies water to a public utility for resale for domestic consumpe
tion may very properly be held to have dedicated such water To 2
public use. If it has, it is without any legel right to cut off or
curtail the supply without having first obtained cuthority from
this Commission so to do. The issue of whether or not there has
beon a dedication by Riverside Co. is not before the Commission in
thic proceeding. The evidence in the record does not warrant, nor
does the resolution of the issue require, a finding on that question.
The Riverside Co. is put on notice, however, that its position with
respect to 1%s right to deprive the Godfrey Company of its water
supply will not, should the quostion cver arise, go unchallenged by
the Commission.

The only issuc before us in this proceeding is whether
or not the proposced sale and transfer will be adverse to the public
interest. The application is that of a seller, who desires to sell,
to transfer to 2 purchaser that is in a position to render an
cdequate service. after full consideration of the application and
the evidence of record, we arc of the opinion and so find that the

proposed sale and transfer will not be adverse to the public

intcrest and that the application should be granted. The authority,

as reguested in the cpplication will, of course, be permissive and

not nandatory.
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The action taken herein shall not be construed to be a
finding of the value of the properzics hercin authorized to be

transferred.

A public hearing having been held, the Commission being
fully advisced in the premises and having found that the proposcd
sale and transfeor will not be adverse to the public intercst, and
good cause appearing,

IT IS CRDERED as follows:

(1) That Isidore Malamud, doing business aé Godfrey Heights
Water Company, may sell and transfer, on or after the effective
date of this order and on or before June 30, 1957, his public
utility properties to Riverside Highland Water Co., a corporation,
substantially in accordance with the terms and conditions as set
forth in the application and the memorandum of agreement with
escrow instructions (Exhibit No. 3 in this proceeding) .

(2) That on or before the date of actual transfer, Isidore
Malamud shall refund 2ll customers! deposits, if any, which
customers are eantitled to have refunded; and within thirty days
thercafter shall notify this Commission in writing of the completion
of such refunding.

(3) That Isidore Malamud shall, within thirty days after
the date of actual transfer; file with this Commission a verified
statenment showing all obligations to make refunds of customers!
advances for construction, if any, the amounts thercof, and the
names of the porsons or companies in whose favor such obligations
exist as of the date of the transfer.

(L) That in thc cvent of existing obligations to make
refunds of customers' advances for comstruction, as required to be
fcpprtcd by paragraph (3) hercof, Riverside Highland Wator Co. shall,

beforc the consummation of the sale and transfer herein authorized,

agree to assume payment of sald obligatione to make rofunds.
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(5) That in the event the authority herein granted is
exercised, Isidore Malamud shall, within thirty days thereafter,
notify this Commission in writing of the date of the transfer
of the public utility property as herein authorized and of com-
pliance with the conditions hereof.

(6) That upon due compliance with all of the conditions of
this order, salid Isidore Malamud, doing business as Godfrey
Heights Water Company, shall stand relieved of all further public
utility obligations in comnection with the operation of the water
system herein authorized to be transferred.

(7)  That the "Petition to Vacate and Set Aside Submission
and Hold Further Hearing" be and it hereby is denied.

The effective date of this order shall be twenty days

after the date hereof.

Dated at Sa3 Frazciseo , Californiz, this%&y

v, 1956,
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