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Decision No. 59726 

BEF·ORE 'n1E PUBLIC U'I'I.1..I'IIES COMMISSION OF THE STA!E OF CALIFORNIA 

In the Matter of the Application of 
PEERLESS LAND &: W A'I'ER CO., INC., for 
authorization to' execute evidence of 
indebtedness. 

In the Y~tter of the Application of 
PEERLESS L~~ & WAXER CO., a California 
corporation, of Bellflower, California, 
for ce~tificate of public convenience 
and necessity to operate and maintain 
water systems in the incorporated city 
of Bellflower, Los Angel~s County, 
California, under Section #1001 of the 
Public Utilities Code 

and 
for autho:ization to issue common stock 
~der Section #52 of Public Utilities 
Act. 

Application No. 41148 

Application No. 41355 
Amended 

Mrs. Sarah G. Zastrow, pre~ident, for applicant. 
John N. Frolich, attorney, for Plunkett Water Company, 

interesteQ party. 
Donald B. Steger and Richard R. Entwistle, for the 

Commi$sion staff. 

OPINION ..... -.r_ .... _ .... 

Peerless Land & Water Co., Inc., by the above-enti~led 

applications, filed May 18, 1959, anc. July 28, 1959, as amended 

August 14, 1959, respectively, seel(s .::.ut:!:lority to execute two long­

term non-interest bearing contracts for the purchase of water system 

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

the City of Bc1l~lower> Los Angeles County, and seeks a. certi£icaee 

of public convenience and necessity to 0?erate a public util~ty 

water system in seicl parcel No.9 and Tracts Nos~ 24336, 24337, 

24333, 2L!-202, 23648, 24342, 2tlo258, 24156, and tentative !ract No. 

;' 
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24871, known as parcel No.8, in the Cities of Bellflower and 

Lakewood, Los Angeles County, and authority to issue 34,395 shares 

of $1.00 par value stocl( in the aggregate amount of $34,395 to be 

used in the payment of current and accrued liabilities in connection 

with the water system facilities in said latter tracts and for two 

new wells in existing service areas. The establishment of :rates for 

w~ter service in Parcels Nos. 8 and 9 is also sought. 

A public: hearing was helcl before Examiner Stewart C. Warner 

on December 30, 1959, at Los Angeles. Plunkett Water Company, a 

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 serve the area of Parcel No.8. After the 

::;>recise locations of the various water systems r operations in the 

vicinity of P~cel No. 8 had been established on the record, ~d 

after noting that the Plunkett Water Company had been notified of the 

hearing on the matter and had made no application to serve said Par­

ce.l, th'e presicling officer rejected Plunkett's complaint and protest 

on the grounds thet 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 tn its Parcels 

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, dat~g from April 1, 1941 to May 28, 1956. As of 

December 31, 1958, 't<1ate-r service was being furnished to 1,534 £l:Jt 

rate and 42 meter rate customers, 3nO 63 fire hyd:ants. 

Parcel No .. 8 W.~tcr Sys_t,£Et 'F~c.i.lities 

'!'he 't>1ater system facilities 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, ancl were turned over to 

the applicant on June 30, 1959 unde~ a percent of revenue refund 

agreement providing for a refund of the cost of the distribution 

system ~d all facilities except wells, pumps, pressure tanks, pump 

houses, and fences. Said 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 com.on stocle by the applicant to Mrs. zastrow, 

authoriey for which issuance is applied for heretn. The balance of 

the total proposed cOtmIlOn stocl~ issue of $34,395, amounting to 

$16,497.47, is the cost of wells l\)'os.lO and 16 and the cash advanced 

as shown in the instant Application No. 41355, as amended. 

Parcel No. 9 Water System Facilities 

The water syst~ facilities in Parcel No.9, which com­

prises 240 lots, were installed by E. C. Losch Company, a pipeline 

construction fi~ of P~am.ount, in 1953 and 1954 and until July 14, 

1953 were operated by Howard Plowman, ct ~l., Trustees. !he water 

systems were acquired by Bellake Investment Company on July 14, 1953. 

c. L. Zastrow, then president of the applicant, was also president of 

Scl1a!(c. Bcllclee sold the water system in l'ra.ct ~To. 17518 'in P.a:ce1 

No. 9 to applicant on July 14, 1958, and solO. the system in Tract I~o. 

15316 in Parcel ~To. 9 to applicant on August 1, 1958. 'Ihe record 

shows tha: no application to operate ~ public utility water system 
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in Parcel t~o. 9 was sought from the COllJ1!lission or granted by it to 

Bellake but tMt, in fact, it was so operated. origina.l records 

showing tiLe cost of ~he facilities installed by LosCh were unobtaic­

able for the record and an original cost appraisal was submitted by 

applicant in Exhibi~ ~;o. 2[:-. 
(".~J' 

Said appraisal emounted to $46,356.45 
«t~~.i~;" 

which was $9,733.70 less than the recorded amounts on applicant's 

books of account for total utility plant excluding nonutility land of 

$1,250 and the residence at wellsite No. 14 of $7,300. The total 

:im1Otmt of the contracts, approval of which is sought in the instant 

Application ~!o. 41148, is $64,640.15 which is the total amount 

recorded on applicantrs books. 

A Commission staff accounting witness recommended approval 

of the two-long term contracts, copies of which were attached to 

Application No. 41148, su?ra, as Exhibit B and were fil¢d at the 

h~aring as Exhibi~$ Nos. 10 8:l.d 11, inasmuch as the original cost of 

the utility prop~rties depreciated pl~ cost of nonu:ility properties 

c.cqui:oed through the issuance of the contrac~s subseentia11y exceeds 

the p::esent worth of the contracts based upon an assumed 6 percent 

interest rate. Said witness further recommended that the plent ac­

quisition debits of approximately $l3,OOO arising from this trans­

ac~ion be amortized over a 10-year period of time as charges against 

income in lieu of interest. !-Ie computed tha~ the annual charge on a 

lO-year basis would approximate $l,300 compared with an initial 

annual interes~ cost of $3,098 if the applicant were required to re­

place ~e contracts with a 6 percent interest bearing long-term in­

debtedness equal in am01Jnt to the Cldjusted book cost. :rais 

·.dencss further ::'oeomended the approval of the issuauee of the 

34,395 s!1arcs of common stock at par value and pointed out that such 
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issuance would increase the common stoek equity of the applicant 

&o:n 13 percent to 24 percent. 

Position of Plunket~ Water Company 

Donald R. Pl'\.'l.X'lkett) an indiviclual doing business a.CJ 

Plunkett Water Company, furnisbes water service in the area shaded 

in brown erayon on the map, Exhib1't No.1, and to the Woodruff Jewisb 

Community Center generally loc~ted a~ the northeast corner of what 

'Wo1.11d be a westerly e-.xtension of Felson Street and Woodruff just 

north of the C1:y of Long Beacb. 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

=uptcy of its proprietor which said b~ptcy was found not to be a 

fact about one month prio: to the hearing on the insttmt matter on 

December 30, 1959. The Plunkett service area is at least 300 feet 

west of the west boundary of tentative Tract No. 24871, and Somerset 

Mut:ual Water Company ~o:bose service area is outlined in yellow crayon 

on t:he map, Exhibit No.1,. furnishes water service to a ch"..tt'cb in 

the inte:vcning area. west of said 'tract and the Plunkett service 

area. As noted heretofore,. Plunkett testified th~t ~e was DOW rea~y, 

willing and 2.ble to serve Parcel No. 8 but, as of the date of the 

bearing O~ the instant matter, he had filec no ~p~lication for a 

certificate to so serve, and he made no 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 Need~ for Water Service in Pa~eels Nos. 8 and 9 
and Ap?iican~is Capabilities to Meet Such Ncedc 

The =ecord shows that ~~e properties encompassed by the 

proposed boundaries of P~rcel No. 8 were subdivided by the R. A. 

Watt Company and subsidiary co:porations and that the developers 
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advanced the funds for the water system to C. L. Zastrow or Sarah G. 

Zastrow. Refut'l.d agreements were entered into by the developers and 

C. L. zastrow or Sarah G. Zast'row calling for reftmc1s to· the devel­

opers on the basis of 22 percent of revenues for a 20-year period. 

The agreements required $73,344 in deposits by the developers based 

on $180.80 for each regular serviee connection and an extra $60 for 

each special service connection. Concomitant agreements, similar in 

form, were entered into between applicant and Sarah G. Zastrow. The 

effect of these v.a:rious agreements was to provide $15,445.54 in 

excess of the cost of distribution facilities, to apply on the cost 

of bacl~p facilities. The :record shows further, that the water 

system was installed by C. L. Zastrow and Saxah G. zastrow in 1958 

and 1959 but was not turned over to the applicant until June 30, 

1959 upon completion of the subdivisions. R.efund contracts 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 water system 

~talled in 1953 and 1954 was operated by Howard Plowman, et a1., 

Trustees; was in distress; and was acquired by Bellalce Investment Co. 

which made all necessa:z:y repaixs> drilled a n~ well, and put the ' 

system on a satisfactory basis to its consumers and then sold it 'to 

the applicant pursuant to the contracts contained tn EXhibit B, 

supra. The water service in said Parcel is being furnished· on a flat 

rate schedule. 

From a revicrA of the record it appears that the sources of 

water supply developed, installed, or acquired by the applicant in 

Parcels Nos. S 31'ld 9, and the transmission and distribution facili­

ties in said Parcels are adequate to meet the needs of applicant' s 

present cOUSlJIllers in said Parcels and of eonS'UZ1lers who may be added 

to the water systems therein. 
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A Commission staff engineering witness recommenced that 

applicant be ::equi%ed to install meters on all services in Parcels 

Nos. 8 and 9 within a rea..c;onable leng1:b of time and to install a 

suitable measuring device to determine: production at each source of 

water su~ply in order to maintain a record of the quantity of water 

p:oduced 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 carried out. 

Findings .and Conclusions· 

It is found as ~ fact and concluded that public convenience 

and necessity require that the application for a certificate of 

public conveniene~ and necessity covering Parcels Nos. 8 and 9 be 

granted. No showing of public convenience and necessity h&ving been 

made for any aree. outside the bound.a.ries of Parcels Nos. 8 and 9, 

the orde: which follows will proviee that the applicant shall not 

extend its water system outside said boundaries without further 

order 0: the Commission. 

Applicant's request for approval of the two non-interest 

bearing contracts, attached to Applic~tion No. 41143 as EXhibit B, 

and the request for authority to issue stock contained in Applica­

tion No. 41355, amended, appear 1:0 be reasonable and s.3.id requests 

will be granted by the order hereinafter. 

The certificate of public convenience and necessity 

granted hereinafter shall be subject to the following provision of 

law: 

that the Commission shall have no power to author­
ize the capitalization of this certificate of 
public convenience and necessity or the right to 
own, operate, or enjoy such eertific4te of public 
convenience and necessity in excess of the amount 
(exclusive of any tex or annual charge) ac~ally 
paid to the State as the consideration for the 
issuance of such certificate of public convenience 
and necessity or right. 
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The action tal<en herein shall not be construed to be a 

finding of the value of the property herein described.. 

OR.DER ... ,..... ......... --
Applications as above entitled, as amended, having been 

filed, public he.sring having been held, the matters having been 

submitted and now being reac.y for deCiSion, 

IT IS HEREBY ORDERZD as follows: 

1. a. That Peerless Land & Water Co., Inc., a corporation, 
be and it is granted a certificate of public conven­
ience and necessity to extend its water system and 
to construct and operate a public utility water 
system in the ar.cas designated as Parcels Nos. 8 
and 9 as outlined in the opinion herein .. 

b. That applicant shall not extend its water system 
outside the boundaries of Parcels Nos. 8 and 9 
without f~ther order of the commission. 

2. a. '!hat applic<l1'l.t be and it is authorized to apply its 
presently filed tariffs throughout the areas cer­
tifica~ed ~ this order. 

b. That applic~~t is authorized an~ directed to file 
within thirty days after the effective date of 
this order and in conformity with General Order 
No. 96 the schedules of r~tes 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 sl~ll become effective 
upon five days' notice to the public and this 
Commission after filing as hereinabove proviee~. 

3. '!hat: applicant shall initiate a program of instal­
ling met:crs on all services in Parcels NOs. 8 and 9; 
shall complete such program prior to December 3l, 
1961; and shall report to the Commission in writing 
when such program has been completed within ten days 
thereafter. 

4. that applicant shall within thirty days after the 
effective date of this order, install a suitable 
measuring device to detc:rmine production at each 
source of wate: supply in Parcels Nos. 8 and 9, 
and shall notil:"Y the Commission in writing within 
ten days after the tnstallation and placing in 
operation thereof; ·that applicant s~l maintain 
a record of the quantity of water ?roeueed at each 
source .. 
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5. 'I'.o.at applicant shall file, within thirty days after 
the effective d~te hereof, four copies of a compre­
hensive map drawn to an indic~ted scale not smaller 
tt~ 300 feet to the inch, delineating by ~~opri­
ate ma:ckings, the various tracts of l:m.d .and 
te~ritory served; the principal water 1?roduction, 
storage and distribution facilities; and the 
location of the various properties of the applic~nt 
in Parcels Nos. 3 and 9. 

6.. a. 'I:hat applicant shall determine the accruals for 
depreciation by dividing the original cost of the 
utility plant less estimated future net salvage 
less depreci3tion rese:ve by the estimated remaining 
life of the plant. Applicant shall review the 
accruals as of January 1st of the yca~ following the 
date service is f~st rendered to the public under 
the rates and rules authorized herein and thereafter 
when major changes in utility plant c~sition 
occur and at intervals of not more than five years. 
Results of these r~iews shall be submitted to, the 
Commission. 

b. That applicant shall malte a new depreciation 
accrual study based on Janua~ l~ 1960 utility plant 
and depreciation reserve balances and shall, within 
180 days after the effec~ive date hereof, submit the 
results thereof to the Commission for review. 

7. raat if d~e autborization herein granted is exer­
cised, applicant shall procure and dedicate to 
water utility purposes, the lots oX' areas on which 
the wells, pumps and tarotS are or are to be located 
and easements oX' permits where the pipeline mains 
are or are to be located in lots, other than in 
public streets, ancl shall file, withitl. thirty days 
after the effective date hereof, one copy of each 
appropriate document showing such procurement, 
dedication, easement or permit. 

S. a. !hat applicant's request for approval of the 
contractual evidences of indebtedness, Exhibit :3 
attached to Application No. 41148, be and it is 
granted and that sa.id inst:rotlle'O.ts be and. they are 
app:roved. 

b. 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 annua.l installments over: :l 
period of ten years by charges to Account 538, 
Miscellaneous Income Deductions. 

c .. !hat applicant is authorized to issue 34,395 shares 
of its common stock of a par value of $1.00 per 
share in the aggxegate 3ClOunt of $34,395 in cancel­
lation of indebtecbiess owing to Mrs. Sarah G. Z.ast':ow. 

-9-



ds * 

d. T'Mt tl'l.e amount charged to Account 100.5 shall be 
disposed of as provided for in ordering par~aph 
8.b. of this decision. The Commission is of the 
opinion that the money, property or labor to be 
procured or pai~ for under such contracts and by 
the issue of such stock is reasonably required by 
applicant for the purposes herein stated and that 
such purposes, except for the amount to be charged 
to Account 100.S, arc not reasonably chargeable to 
operating expenses or to income. 

9. '!hat applicant shall file with the Commission .a 
report or reports as required by the Commission's 
General Order No. 24A, which order, insofar as 
applicable, is made a part of this order. 

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

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

Dated at Sat'! ~TI~ 

day of ~~ • 1960. 

, California, this ;69;7;1,; 

. 'JU'JLIC '1'1' "':--0:<:- -,,;,,;~,!~,~~.:7.i ...J w, ... ~, ,...-.J ..,.,).""" .......... \.1." ~ 

.TA"'~ O' eAe.r-OON.'" 1 

. 
~~~I 

~y=-.---.-- .. ~ 
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APPt!CABILITY 

A~1)IXA 

Page 1 of 3, 

Sehedw.e No. 1 

G;;..;mt ~ED SEBV1CB 

Applica.ble to all metered wa.ter ::el'V1co. 

!F.?RITORY 

Certain groups ot subdivided. tracts, (deeigne.ted 'by parcel ntmlbers), 
situat~ in or near the Cities or Bel.ltlower aM Po:ro.mount, toe At'1ge1e~ 
County. 

RATES Per ~ter. 
P,r Mwth 

Quantity Rates: 

First 
Next 
Next 
Next 
Over 

;00 au.ft. or leas ••••••••••••••••••• 
1,000 eu.ft., per 100 eu.ft ••••••••••••• 
3,500 eu.rt., per 100 cu.ft ••••••••••••• 
5,000 eu.rt., per 100 cu.rt ••••••.•••••• 

10,000 cu.tt., per 100 cu.ft ••••••••••••• 

M1n11m.m1 Cba.rge: 

For ;/8 x 314-1neh meter ••••••••••••••••••••••• 
For 3/4-1neh meter ....................... . 
For l-inch meter ......................... . 
For l~ineh meter ••••••••••••••••••••••• 
Fo~ 2-1neh meter •••••••••••.••••••••••• 

The Minim.utn Charge will ent1 tle the customer 
to the quantity of water which that monthly 
m1n1m~ charge will p1Jl"cha.se at the Quantity 
Rates. 

$1.75 
.2; 
.20 
.l; 
.. 12 

$1.7; 
2.50 
3.50 
5.00 
·s.oo 
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APPtICABILM 

APPENDIX A 
Pa.ge 2 or 3 

Schedule No .. 2 

Applicable to all water service ~~hed on a flat rate ba~is. 

:r:<RRlTORY 

Certain grOUP! of subdivided tro.cte (designAted by parcol numbers), 
situated 1:0. or near the Cities of Bellfio'Nel' and PerSlnount, I.o::J Angele:s 
C01.mty. 

~ Per Service Connection 
PAr Month 

For a single family residence, 
1ncluding prem13e~ .............................. $2.00 

For each additional residence on 
the same prem10es tmd. served from 
the same service connection ••••••••••• 1.25 

For each single buBine$~ establishment •••••• 2.00 

SPECIAL CONDITIONS 

1. The above na.t rates apply to serv1~ eonneetio~ not lo.rger tha.n 
3/4-1nch in diameter. . 

2. All service not covered by the above cls.:::sifieatiotl.:!: will be 
furnished only on s. metered basis. 

3. Me~rs maY' be installed at option of utility or ~tomer for a.bove 
classifications, in ~bich event serviee thereafter will be turni~bee only 
on the basis of Schedule No. 1, ~neral Metered Service. 
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APPLICABILITY 

APPENDIX A 
Page 3 or :3 

Sch~:ule No. :; 

PUBL!C ~ F.YnRANT SEEYICE 

AppUca.'ble to all r1r~ hydrant :=e:rv1ce furnished to the CO\Ulty of 
Los Angele~. 

TBRR.ITORY 

Certain groups of subdivided tracto (des1gnnted b.1p~reel numbers), 
situo.ted in or near the C1t1ee of Bell1"lower arld Paramount, Lee Angeles 
C01Jllty. 

For e~ch hydrant ••••••••••••••••••••••••••••••• $1.50 

SPECIAL CONDITION I 

The above rate a.pplie~ to 4-iD.eb. aIld 6-inch h1dl"ante. 


