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| 3EFORE THE PUSLLC UTILITIES COMMISSION OF THE STATE OF CALIFOR)

bécision No.. 70449

“In the Matter of the Joint Application )
of DONALD R. PLUNXEIT D3A PLUNKETT ),
WATER COMPANY and SOMERSET MUTUAL )  Application No. 47818
VATER CO., a non~profit corporation, (Filed August 16, 1265)
for an order authorizing the former to
sell and the latter to buy a portion

)

(Amendment filed
of a public utility water syscem.

Jamary 5, 1966 )

Lrnus R. Fike, for Donald R. Plumkett,
applicant. ‘

Martin E. WhelanL_Jr., for Somerset
Matual Water Company, applzcant.

Edward W. Rose, for owners of property
TApts.” at VWoodruff and Artesia in
Bellflower; Z. K. Shepherd, for the

ity of lakewood; ama Neil AL

Fxtzgerald for Union ﬁeveIopment
Co., Imc., interested partzes.

Jerry J. Levander, foxr the uommxssxon
stazr. ,

QPINION

anald R. Plunkett, an individual, doing BusineSS‘as

Plunkett Water vompany, seeks authority to sell the port*on of;
his publ;c ut;llty water system, located 1n the Cmty of Bellflower
which sexves 231 customers through 48—serv1ce connectxons?\toH o
uomersét'xutdal Vater Cb., a mutﬁal water company, now fﬁrnishing,
water sexrvice to approxlmately 3,000 stockholdxng customers in

. Bellflower. The sale xs proposed to be made pursuant to the |
sgreement, dated August 10, 1965, vhich is Exbibit No. 1 accachedf'
to the applmcatxon.' Pursuant to saxd agreemenc Plunxett would
retain hxs Mell No. 1 located: 1n Bellflower and ucilzze it as a
'st_ndby source of water supﬂly to his rcmginlng 149 customcrs

loceted in the Cxty of L;kewood who are. now-served by-Wbll Nb. 2g.
1ocuted Ln.Lakewood.

..
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Public hesring was held before Examiner Warmer om
January 20, 1966 at Bellflowef. No protest was entered. Although
21l of Pankett s Bellflower customers wexe served with a brief
notice of the time and place of hearing of the application with
reference to the appllcatlon on file with the Commission the.
notice‘feiled to indicate to the present‘customersuof applicantv
€Y that to obtain water fromfthe*mutusl‘they'must bocome sharc-
holders of the mutual by purchesing stock therein- (2) whst price
oust be paid fot such stock; (3) how'moch'the‘cost of mutual water
will be increased; and (4} what othexr: signiflcsnt natters are
~ fairly raised by this applxcstion. ,

Plunkett alleges that the proposed sale would be in the
public Interest because lncreased costs of producing water due to -
mandatory water exchange ag*eemonts cffect ive in the Central Bas in
of Los Angeles County would requ&re Plunxett to apply for a rate
increase amd, wuthout the Bellflower propertzes his Lakewood custo- ‘
mers would te supplled solely by the production of Well No. 2 at
lower production costs. He further elloges that fire protection
wotld be improved in the Bellflower SYSth. Somerset wishes to
purchase applicant' s system in order to interconnect its present -
water system which adgomns Plunkett s system.on the north oast and
wcst | |
| The amendment to the'application containss as so attsch- ‘ 
" ment thereto, am epplicatmon by Somerset to the State vazsion of
Corporations for z pexmit to sell and issue not to exceed . 18 shexee
of its $100 par value capital stock which it proposes to sell\to-_
Plunkett's present customers at 2 price of $435 per share'pervscre
(fractional share portions are Iiszsved to ownors of £x aotions ofyon
aexe) to reimburse, in part, Somerset's troasury for he costs OL o
acquisition of Plunkett's faCllltiCS- Somerset's sharcs of stock |
are appurtenant to the land and are a requisite to the obtain;ng of
water service by any property owner thhmn Somerset s service axea.

Neither applicant nor Somerset th.PfOVlded information as to-the"
_ . R _
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cost of thesc shares té’Piudkett's-present customers'or'théubésié“‘
on which poyment fortthg shares would be made. -

Plunkett was grante& a certificate of public conven-
ience and necessity to-organize,\opefate and maintain a public
utility water company'by-Décision No." 42382, dated December-zs;,
- 1848, in Applzcatmon No. 29458. Tﬁé’Béilflbwervportion now'-
comprises sxngle famlly resmdences, muluxple-unxt apar:ments,
and some commercial properties.  The Lakewood portion, fqr‘the
most part, comprises singlé-family.residenées,

Plunkett testxfmed that he was unable to contmnue to
finance his publxc utility water system operatﬂnns without a '
rate increase and that he would utll;ze the procneds from the
sale of his 3e11£10wer water system to pay off a long-uerm note,
the proceeds from.whxch had been used o puxchase and xns~all a -
high pressure tan« in that system, the balance of the original
cost of $15,000 being about ss,ooo. | |

Exhibit No. 3 is a report of a Commission s:aff
engineer's investigation of the application in which he'reqém- '
mended that the application be demied because thé,prqused'_‘
transfer wouldﬁ |

(a) Substantizlly increase the charges for

£lat rate service for customers trans-

ferred to Mutual.

(b) Reduce applicant's annual cash operatxnb
income from $2°0 to a loss of $l

(e) npquzre customers transferred to Mutual
to spend their pezs onal funds for purchase
of Mutual shares in order to continue to
receive water service.

Reauxre customers transferred to Mutual
to spend their personal funds for metexr
installation if they should elect to
change from £lat rate to meter rate
sexvice.
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(e) Substant;ally reduce the quantity of water
available from Well No. 1 when the lk-inch
pipe is installed.

Exhibit No. 3-4, a supplemeno to Exaivit No. 3, shows
that based upon the amendmenc to the applxcatzon, the :ransfer
would result in a 36.6 per cent increase in annusl_charges'for
water service to Plunkett's 3ellflower customets;  Said exﬁibit
did‘not,-however, inelude the effect of the increased water |
production;costs to ?lunkett, heretofore referred to, effective
October 1, 1966, which would be about $1 500 on an anmual basis.

Exa;bxc No. 3 further. shows chat Plunkett s remaln;ng
L2l ewood system would operaoe at a substantial loss under the
proposed transfer and Plunaett admitred thac an applicatmon for
a rate increase in the Lakewood system is bclng prepared If
the lnsuant applecatson were granted, Plunkett hoped to dzspose‘
of che remainder of the system to the Cxty of Lakewood, but no
offer oy saxd city has been made. The staff argued that the |
grantxng,of the applxcatzon would be detrimental to Plunkect s
Lakewood customers because, in addition to its uneconomxc effecto;
the application does not provxde for the feasible del*very of an
edequate supply of water from Well Nb. 1 to the Lakewood system
cn an emergzency bases.

The Commlss;on has carefully consxdered che record
before it and flnds as follows: ' |

1. Plunkett's water system has been in operatlon sinoe
1948 ‘and now serves 231 customers in ucllflower and 149 customers
in Lakewood wh~ch.wou1d be severed by the proposed trensfer 0*‘

the Bellflower syst~m ‘£o Somexset Vutual Water Company._
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2. The granting of the application would increase the
xates for water service to Plunkett's Bellflower customers,
would finencially burden Plunkett's Lakewood customers, would
not provide Lakewood with a soundly engineered standby source
of supply, and would. require Plunsett s Bellflower customers
to purchase Somerset s stock in order to continue to receive
vater sexvice. | | :
| 3. The 231 customers who would be concerned in this
transfex heve not consented to assume the burden which would
be involved, nor were they advised of the possibility or
contxngency. '

4, Granting‘of the applicet‘on would enable Sometaet
to intercomnect its water system and might provide imPrOVPd
fire protection service to Plunkett's Bellflower. customers.

5. The disadvantage to Plunkett s Bellflower customers,

on the one hand, and his Lakewood customers, on the other hand,

and to them, collectively, outwemgh the advantagos to them of
the granting of the application.' |

6. Grantxng of tne application would be adverse to'the'
public xnterest.

The application should be denied,
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IT IS ORDERED that this application is demied. =~
The effective date of this order shall be twenty days
after the date hexreof.

4 Dated at gan #rascieo  , California, this A4S "..-_‘C."
day of . NARCH . 1966. “ |

ﬁ/w/ Y %M

S Pi'esident




