Dectsion No. _59726 _ ORIGIRE

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of )
PEERLESS LAND & WATER CQ., INC., for )

authorization to execute evidence of

Application No. 41148
indebtedness.

PEERLESS LAND & WATER CO., a California
corporation, of Bellflower, California,
for certificate of public comvenience
and necessity to operate and maintain
water systems in the incorpcrated city
of Bellflower, Los Angeles County,
California, under Section #1001 of the
Public Utilities Code

and
for authorization to issue common stock

under Section #52 of Public Utilities
Act.

In the Matter of the Application of ;

Application No. 41355
Amended

Mrs. Sarah G. Zastrow, president, for spplicant.

John N. Frolich, attormey, for Plunkett Water Company,
interested party.

Donaid B. Steger and Richard R. Entwistle, for the
Commission staff.

QPINION

Peerless Land & Water Co., JInc., by the above-enti*led
appiications, f£iled May 18, 1959, and July 28, 1959, as amended
August 14, 1959, respectively, seeks zuthority to execute two long-
tern non-interest bearing contracts for the purchase of watexr. system

facilities in Tracts Nos. 15316 and 17518, known as Parcel No. 9, in

the City of Bellflowez, Los Angeles County, and seceks a certificate

of public convenience and necessity to operate a public utility
water system in said parcel No. 9 and Tracts Nos. 24336, 24337,
24328, 24202, 23648, 24342, 24258, 24156, and tentative Tract No.
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24871, known as Parcel No. 8, in the Cities of Bellflower and
Lakewood, Los Angeles Coumty, and authority to issue 34,395 shares.
of $1.00 par value stock in the aggregate amount of $34,395 to be
used in the payment of curremt and accrued liabilities in connection
with the water system facilities in sald latter tracts amd for two
new wells in existing sexvice areas. The establishment of xates for

water service in Paxcels Nos. 8 and 9 is also sought.

A public hearing was held before Examiner Stewart C.Warper
on December 30, 1959, at Los Angeles. Plunkett Water Company, &
neighboring public utility water company, appeared to protest the
application and complain on the grounds that the applicant was en-
gaged in an unlawful operation in Parcel No. 8, and that Plunkett was
ready, willing and able to sexrve the area of Paxcel No. 8. After
precise locations of the various water systems' operations in the
vicinity of Parcel No. 8 had been established on the record, md
after noting that the Plunkett Water Company had been notified of
hearing on the matter and had made no application to serve said Par-
cel, the presiding officer rejected Plunkett's complaint and protest
on the grounds that no legitimate‘basis for such complaint and pro-
test was shown, but accepted Plunkett's appearance as an interested

party. No other appearances were entered, except those of the Com~
mission staff.

General Information

The applicant furnishes water service in incorporated areas
in the Cities of Paramount and Bellflower in its Paxrcels
Nos. 1 through 7, inclusive, under certificates of public conven-

ience and necessity granted by Decisions Nos. 34063, 34694, 49980,
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50589, and 53141, dating from April 1, 1941 to May 28, 1956. As of
Decembder 31, 1938, water service was being furnmished to 1,534 flat
rate and 42 meter rate customers, and 68 fire hydwants.

Parcel No. 8 Water System Facilities

The water system facllities in Parcel No. 8, which com=
prises 414 lots in the 9 tracts plus 15 extra services, were installed
in 1958 and 1959 by C. L. Zastrow, deceased, ané were turmed over to
the applicant on June 30, 1955 undexr a pexcent of revenue refund
agreement providing for a refund of the cost of the distribution
system and all facilities except wells, pumps, pressure tanks, pump
houses, and fences. Saild latter items arc covered by a short-term
note from the applicant to Mrs. Zastrow for $17,898.29 which latter
amount is a portion of the indebtedness proposed to be cancelled
through the issuance of common stock by the applicant to Mrs. Zaétrow,\
authority for which issuance is applied for herein. The balaace of
the total proposed common stock issue of $34,395, amounting to
$16,497.47, is the cost of wells Wos.l0 and 16 and the cash advanced
as shown in the instant Applicatiom No. 41355, as amended.

Parcel No. 9 Water System Facilities

The water system facilities in Parcel No. 9, which com-~
prises 240 lots, were installed by E. C. Losch Company, a pipeline
construction £fizm of Paramount, in 1953 and 1954 amd uatil July 14,
1958 wexe operated by Howard Plowman, et al., Tiustees. The water
systems were acquired by Bellake Investment Company on July 14, 1958,
C. L. Zastrow, then president of the applicant, was also president of
sellake. Bellake sold the water system in Tract No. 17518 in Parcel
Mo. O to applicant on July 14, 1958, and sold the system in Tract No.
15316 in Parcel No. © to applicant om August 1, 1958. The zecord

shows that no application to operate a public utility water system
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in Paxcel No. 9 was sought from the Comuission ox granted by it to
Bellake but that, in fact, it was so operated. Qriginal records
showing the cost of the facilities installed by Losch were umobtain-
able for the record and an original cost appralsal was submitted by
applice&g in Zxhibit No. 24. Said appraisal amounted to $46,356.45
whichf%$§‘$9,733.70 less than the recorded amounts on applicant's
books of account fox total utility plant excluding nonutility land of
$1,250 and the residence at wellsite No. L& of $7,300. The total
amount of the contracts, approval of which is sought in the instant
Application No. 41148, is $64,640.15 which is the total amount

recorded on applicant's books.

A Commission staff accounting witness recommended approval
of the two-long term contracts, copies of which wexe attached to
Application No. 41148, suprz, as Exhibit B and were filed at the
hearing as Exhibits Nos. 10 and 1l, inasmuch as the original cost of
the utility properties depreciated plus cost of nonutility properties
2cquired through the issuance of the contracts substentially exceeds
the present worth of the contracts based upon an assumed 6 percent
interest rate, Saild witness further recommended that the plant ac-
quisition debits of approximately $13,000 arising from this trans-
action be amortized over a i0-year period of time as charges against
income in lieu of interest. He computed that the amnual charge on a
10-year basis would approximate $1,300 compared with an initial
annual interest cost of $3,098 if the applicant were required to re-
place the contracts with a 6 percent interest beaxing long-term in-
debtedness equal in amount to the adjusted book cost. This
witness further recommended the approval of the issuance of the

34,395 shares of common stock at par value and pointed out that such
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issuance would increase the common stock equity of the applicant
from 13 percent to 24 percent.

Position of Plunkett Water Company

Donald R. Plunkett, an individual doing business as
Plunkett Water Company, furnishes water service in the area shaded
in brown crayon on the map, Exhibit No. 1, and to the Woodruff Jewish
Community Center generally located at the northeast corner of what
would be a westerly extension of Felson Street and Woodruff just
north of the City of Loumg Beach city limits. This public utility
water company, operating under the jurisdiction of the Commission,
has not otherwise expanded its water system due to the alleged bank=
Tuptey of its proprictor which said banruptey was found not to be 2
fact about onc month prioxr to the hearing on the instant matter on
December 30, 1959. The Plumkett sexrvice axea is at least 300 feet
west of the west boundary of remtative Tract No. 24871, and Somerset
Mutual Water Company whose service area is outlined in yellow cxayon
on the map, Exhibit ﬁo. 1, furnishes water sexrvice to a2 church in
the intexvening asrea west of said Tract and the Plunkert service
area. As noted heretofore, Plunkett testified that he was now ready,
willing and zble to serve Paxcel No. 8 but, as of the date of the
bearing on the instant matter, he had filed no application for a
certificate to so sexrve, and he made mo showing of public convenience
and necessity, including requests of Plunkett for water service in
Parcel No. 8, or water supply, financial, or management capabilities.

Public Needs for Water Service in Pareels Nos. 8 and 9
and Apniicent’'s Capabilities to Meet Such Needs

The record shows that the propertles encompassed by the
proposed boundaries of Paxcel No. & were subdivided by the R. A.

Watt Company and subsidlary corporations and thet the developers
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advanced the funds for the water system to C. L. Zastrow or Sarah G.
Zastrow. Refund agreements were entered into by the developers and
C. L. Zastrow or Sarah G. Zastrow calling for refunds to the devel-
opers on the basis of 22 percent of xevenues for a 20-year period.
The agreements required $73,344 in deposits by the developers based
on $180.80 for each regular service commection and an extra $60 for
each special service commection. Concomitant agreements, similar in
form, were entexed into between applicant and Sarah G. Zastrow. The
effect of these various agreements was to provide $15,445.54 in
excess of the cost of distribution facilities, to apply on the cost
of backup facilities. The recoxrd shows further, that the water
system was imstalled by C. L. Zastrow and Saxah G. Zastrow in 1958
and 1959 but was not turned over to the applicant wmtil June 30,
1959 upon completion of the subdivisions. Refund comtracts in the
amount of $57,898.46 between applicant and Sarah G. Zastrow cover

a portion of the facilities.

As to Parcel No. 9, the record shows that the watexr system
installed in 1953 and 1954 was operated by Howard Plowman, et al.,
Trustees; was in distress; and was acquixed by Bellake Investment Co.
which made all necessary repairs, drilled a mew well, and put the .
system on a satisfactory basis to its consumers and then sold it ‘to
the applicant pursuant to the contracts contained in Exhivit B,
supra. The water service in saild Parcel is being furnished on a flat
rate schedule.

From 2 review of the xecord it appears that the sources of
water supply developed, installed, or acquired by the applicant in
Parcels Nos. 8 and 9, and the transmission and distribution facili-
ties in said Paxcels are adequate to meet the needs of applicant's
present comsumers in said Parcels and of consumers who may be added

to the water systems therein.
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A Commission staff engineering witness recommended that
applicant be required to install metexrs on all services in Paxcels
Nos. 8 and 9 within a reasomable length of time and to install a
suitable measuring device to determine production at each source of
water supply in oxrder to maintain a record of the quantity of water
produced at each source. These recommendations appear to be reason-
able and in the public interest and the order hereinafter will pro-
vide that they be carxied out.

Findings and Conclusions

It is found as a fact and concluded that public convenience
and necessity require that the application for a certificate of

public convenience and necessity covering Parcels Nos. 8 and 9 be

grantedl' No showing of public comvenience and necessity having been
nade f£or any area outside the boundaries of Parcels Nos. 8 and 9,
the ordexr which follows will provide that the applicant shall not

extend its water system outside said boundaries without further

order of the Commission.

Applicant’s request for approval of the two non~interest
bearing contracts, attached to Application No. 41148 as Exhibit B,
and the request for authority to issue stock contained in Applica-
zion No. 41355, amended, appear o be reasonmable and said requests
will be granted by the oxder hereinafter.

The cexrtificate of public convenience and necessity
granted hexeinafter shall be subject to the following provision of
law:

That the Commission shall have no powex to authox-
ize the capitalization of this certificate of
public comvenlence and necessity oxr the right to
own, operate, or enjoy such certificate of public
convenlence and necessity in excess of the amount
(exclusive of any tex or amnual charge) actually
paid to the State as the consideration for the
issuance of such cextificate of public convenience
and necessity or right.

-7
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The action talken herein shall not be comstrued to be a

finding of the wvalue of the property herein described.
CRDER

Applications as above entitled, as amended, having been
filed, public hearing having been held, the matters having been
submitted and now being ready for decisionm,

IT IS HEREBY ORDERED as Zollows:

1. a. That Peerless Land & Water Co., Imec., 3 corporation,
be and it is granted a cerxtificate of public conven-
ilence and necessity to extend its water system and
to construct and operate a public utility water
system in the arcas designated as Parcels Nos. 8
amd 9 as outlined in the opinion herein.

That applicant shall not extend its water system
outside the boundaries of Parcels Nos. 8 and 9
without fuxrther order of the Commission.

That applicant be and it is authorized to apply its
presently filed tariffs throughout the areas cer-
tificated by this order.

Thet applicant is authorized and directed to f£ile
within thixty days after the effective date of

this order and in conformity with General QOxrdex

No. 96 the schedules of rates attached hereto as
Appendix A and a tariff service area map acceptable
to this Commission, to provide for the application
of its tariff schedules to the areas certificated
herein. Such tariff sheets shall become effective
upon f£ive days' notice to the public and this
Commission after £iling as hereinabove provided.

That applicant shall initiate a program of instal-
ling meters on all services inm Parcels Nos. 8 and 93
shall complete such program pzior o December 31,
1961; and shall report to the Commission in wxiting
when such program has been completed within ten days
thereafter.

Thet applicant shall within thirty days aftexr the
effective date of this oxder, imstall a suitable
measuring device to detexmine production at each
source of water supply in Parcels Nos. € and 9,
and shall notify the Commission in writing within
ten days after the installation and placing in
operation thexeof; that applicant shall maintain

a record of the quantity of water produced at each
sourece .
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That applicant shall £ile, within thirty days after
the effective date hereof, four coples of 3 compre=-
hensive map drawm to an indicated scale not smaller
than 300 Zeet to the inch, delineating by appropri-
ate markings, the various tracts of land and
territory served; the prineipal water productiom,
storage and distribution facilities; and the
location of the various propexties of the applicant
in Parcels Nos. 3 and 9.

That applicant shall determine the accruals for
depreciation by dividing the original cost of the
utility plant less estimated future net salvage

less depreciation resexrve by the estimated remaining
life of the plant. Applicant shall review the
accruals as of January lst of the yeaxr following the
date service is fizst rondexed to the public under
the rates and rules authorized herein and thereafter
when majox changes in utility plant composition
occur and at intexvals of not moxe than five years.
Results of these reviews shall be submitted to the
Commission.

That applicant shall make a new depreciation
aceruval study based on Januaxy 1, 1960 utility plant
and deprecilation resexrve balances and shall, within
180 days after the effective date hereof, submit the
results thereof to the Comission for review.

That if the authorization herein granted is exer-
cised, applicant shall procure and dedicate Lo
water utlility purnoses, the lots or arcas on which
the wells, pumps and tanks axe ox are to be located
and easements ox permits where the pipeline mains
are ox are to be located in lots, other than in
public streets, and shall £ile, within thirty days
after the effective date hexeof, one copy of each
appropriate document showing such procurement,
dedication, ecascment ox pexrmit.

That applicant's request for approval of the
contractual cvidences of indebtedness, Exhibit 3
attached to Application No. 41148, be and it is
granted and that sald inmstruments be and they are
approved.

That the charge to Account 100.5, Utility Plant
Acquisition Adjustments, resulting from the
execution of the contracts herein approved, esti-
mated at $13,000 by the staff accounting witness,
be amortized in equal annual installments over a
pexiod of ten years by charges to Account 538,
Miscellanecus Income Deductions.

That applicant is authorized to issuc 34,395 shares
of its common stock of a par value of $1.00 pex

share in the aggregate amount of $34,395 in cancel-
lation of indebtedness owing to Mxs. Sarah G. Zastrow.

-9
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d. That the amount chaxged to Accoumt 100.5 shall be
disposed of as provided for in ordering paragraph
8.b. of this decision. The Commission is of the
opinion that the money, property or labor to be
procured or paid for under such contracts and b{
the issue of such stock is reasonably required by
applicant for the purposes herein stated and that
such purposes, except for the amoumt to be charged
to Account 100.5, are not reasonably chargeable to
operating expenses or to income.,

That applicant shall file with the Commission a
report or reports as required by the Commission's
General Ordexr No. 244, which order, insofaxr as
applicable, is made a part of this oxder.

That the authority to issue stock hexein granted
will lapse if not exercised within one year from
the effective date hereof.

That the authority herein granted for approval of
the contractual evidences of indebtedness will
become effective when agglicant has paid the fee
prescribed by Section 1904 (b) of the Public Util-
ities Code, which fee is $65. In all other
respects the effective date of the order shall be
twenty days after the date hereof.

Dated at Sgp Francisco , California, this 27/,
, 1960.

rresident

Commiaaionor. BVonets. O s
W OnOTS.. —-Jﬂ..oam. ol
necoasarily adseny, did ne+ pai:ti'cipa.‘:f
iz the disposition of this Droceedlng.
U Ui ARSI

STATE OF CALIFORNIA
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APPENDIX A
Page 1 of 3

Schedvwle No. 1
GENERAL METSRED SERYICR

APPLICABILITY

Applicable to all metered water service.

TERRITORY

Certain éroups of subdivided tracta, (designated by parcel mumbers),

situated in or near the Cltles of Bellflower and Paramount, Los Angeles
County.

RATES Par Meter .
Par Month

Quantity Rates:

First 500 cu.ft. or less Sooessssncsncsnnony $1o75
Next 3,500 cu.ﬁo’ per 100 cu-ﬁ- sscccssnnenrs .20
Nem 5,000 Cu.f't-, pﬁr loo Cu-ft. cvsvravovane 015
Wer lo,om cu.ft.’ per 100 cu.ft. (AR E NN Z R XN N Y] .m

Minimum Charge:

For 5/8x3/4—inch MOLET secersnsssnesssccannves
For 3/4mA0Ch DOLET cevensrsnvccssnrcsannns
For l"'inCh mew [ EEE X S RN PR YRR RN Y Y RY)
For l'&-inCh meter PosesvssNeRRrROIVRRRRERLS
FO:" 2-inCh me'tol‘ PPN GOLBEIBNIEIVIRESRBRS

The Minimm Charge will entitle the customer
o the quantity of water which that monthly
minfmum charge will purchase at the Quantity
Rates.
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Schedule No. 2

CENERAL FLAT RATE SERVICE

APPLICABILITY

Applicable to all water service furrished on a flat rate basis.

TERRITORY

Certain groups of subdivided tracts (designoted by parcel numbers),

situated Iin or near the Citles of Bellflower and Paramount, Los Angeles
County. ,

RATES Per Service Connection
Par Month

For & single family residence, :
inc:.uding premises sevevscsensssReRasEREVLa S $2.00
For each additional residence en

the same premises and served from

the same service connectlon .eveemcence 1.25

For each single business establishment ...... 2,00

SPECTAL CONDITTIONS

1. The above {lat rates apply to service conmmections not larger than
3/l=3nck in disameter. .

2. ALl service not covered by the above classifications will be
furnished only on a metered basis.

3. Meters may be instelled at option of utility or custemer for above
clagsifications, in which event service thereafter will be furnished only
¢n the basis of Schedule No. 1, Genarsl Metered Service.
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APPENDIX A
Page 3 of 3

Schedule No. 5
PUBLIC FIRE HYDRANT SERVICE

APPLICABILITY

Applicable to all fire hydrant service furnished to the County of
Los Angeles.

TERRITORY

Certain groups of subdivided tracts (designated by porcel numbers),
situsted Iin or near the Cltlec of Bellflower and Paramount, Loz Angeles
County.

RATE: 2 Par Month

For e&ch hydrmt ..l.....‘....‘ll'..--.......'.-. $l.5°

FRCTAT, CONDITION /
The above rate applies to 4-inch and 6-inch hydrants.




