Decision No. 538 : . nR lﬂ |NAL

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF GALIFORNIA '

Application of MALLIE 0. RICEARDS )
and BERTHA A, RICHARDS, husband
and wife, doing business as

"Le Grand Water Couwpany", for an
order under Public Utilities Code g
Section 851 authorizing them to
sell all of their operating prop-
erties to the Le Grand Mutual
Services, Inc., a mutual water
company;

Application No. 48386
Filed April 11, 19_66

Cobey & Adams, by James A. Cobey and William P.

%izl% for Mallfe 0. Richards and Bertha A.
chards, applicants.
John D. Reader, for the Commiss:.on staff,

OPINIONf

Mallie 0. Richards and Bertha A. R:tc;har_ds', do"iﬁg business
as Le Grand Water Company '(héreinaftef referred to as Company) ,
seek authority to transfer their public ut:[l:’.‘:y ,-wat:ei' system to Le ,
Grand Mutual Services, Inc., a mutual water company- (héfeinafter
referred to as Mutual), which seeks to aéquiré ﬁthe sys‘tez‘nr.

A duly noticed public hea::mg was held in this ...atter
before Examiner Jarvis at Le Grand on May 18, 1966 and the matter
was subnmitted on t:hat date.

Company £u::nishes service at 91 connections and five fire
protection hydrants in the \mincorporated town of Le Grand in.
Mexced County. Company has, for some time, been financially unable‘
to make needed improvements to its water system. (See Decis:i.ons ‘
Nos. 64179 and 67346 in Appl:’.cation No. 43981. ) It cannot: pro~-

vide adequate service to its customers without these impxovements.

L Decision No. 67346 Tound that Company was:'f:.nan?ﬂ?ally unable to
make $10,050 in improvements ordered by Decision No. 64179.
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‘Mutual was formed in July of 1963 by res‘den:s of Le Grand in order

to obtain better water service. \'Iutual £ semce area 1s 1arger
than that of Company, but it includes all of Cempany’ s serv:.ce arez.

Mutual received a loan of s 12 OOO from. the Farmers Home
Administration of the United States Departc:ent of Agriculture and
Mutual itself raised $8, 000 in order to establ:f.oh a water system in
Le Grand and viecinity. Mutual deemed it advantageous to acqu:.re '
Company's water system and use portions thereof in its new system.
On February 4, 1966, Mutual and Company entered :’.nto an agreement
whereby Company agrecd, su.b;; eet to authorization by this Comssion,
to sell its water system to Mutwal for $11,000. 2 A.s of December 31,
1964, the originmal cost less accumulated dep::eei‘ation of Company s
watex systen was $7,342.76. | " | -

Mutual is a bonsa f:f.de nutual watexr company.' If the
requested transfer is authorized subject to a mat:cr he-e...nafte"‘ -
discussed, Mu*‘ual will not be umder the Juriedietion of the Comm.s-
sion. Mutual's rates will be higher than those of Comoany $5. 50
per month rather than $4 per month for a service connection for a
s,.ngle-fam...ly unit not exceeding 7,500 square feet in area. Mutu.:zl
h2s 2 $10 membership fee and a connection fee, later d:‘.’.seu sed

Mutual has expended $100,000 in cothructs.ng a water dis-
tribution system which is designed to serve 500 pe*son.s. ‘_ 'rhe system'
meets and exceeds the comnstruction requirements of General Ordexr N
No. 103. Mutual's comnection charge is based upon the approximate

cost of running a line and r:.ser to a customer's property,

2 7The agieemert provides IOr an lmmedlate €ash payment Of ST 200
and that the wemaining balance shall be evidenced by an tmsecured

note and bear simple intereot of 6 pex cent per annum w"th m..mum"
annual installments of $700.




A.48356 1B

accordance with its rules. During constfuctioﬁ‘ofvthééYétém-
until April 15, 1966 ~ the commection charge was $40. The‘preSQnt
counnection charge is $80. | ‘ o

Each of Company's customers was mailed a ﬁotiée‘indicaﬁing
the time and place of thé public hearing heieiﬁ; No one éépeéred
at the hearing to protest the grantingvdf the application;--At-thc‘
time of the hearing eight o£ Company's customérs; rcpreséntiﬁg 13”
service coonections, had not joimed Mutual. Mutual's §r¢sideﬁ: |
testified that cach of the eight customé:s had;bcen‘coﬁtéctéd‘and
that they indicated they would either joirz Mutual or obtain water
Zrom wells on their property. The record also discioses that
Mutual's dylaws provide that it holds oﬁt'sc:vicc;windéfinic61?5 to
all those living within the bourds of its~service-éré§4oﬁ*afﬁén-
discriminatory basis. Any of Company’s remaining‘eight éustomers
will be able to joinm and receive scrvice fropﬁMptﬁal?dt“anYtime In
the foresceable future. The Commission is of the opinion ﬁhat
Mutual can provide better water service‘ﬁo-the residentéuoﬁ_the'
Le Grand"areﬁ and that the applicatidn—sﬁould.ﬁé{giéntééqéS\hetein-‘
after pfovided.‘ | | |

The record indicates that Mutual intendg'tb‘céerate as a

nonregulated mutual water company mot under the jurisdiction of the

Commission. Paragraph 7 of the agrecement betwcen'Company‘aﬁd

Mutual provides as follows:

"7?. Temporary Water Service to Sellers. As en
integral part Of thc comsideration furnished the
Sellexrs by Purchaser for the sale of the prop-
exty sold hereuncex, the Purchaser prouises to
furnish the Sellexs for a pexriod of 6 months Srom
date hercof, or for such portiom of said 6 moaths
as Sellers continue to own theilr remaining land
within the Le Grand axea, water service at rates
not excceding those presently established by the
State Public Utilities Commission for such sexrvice.
This provision of this agreecment is, of course,
subject to the approval of the said State Publie
Utilities Commission and it is umderstood that it
may be changed or eliminated by said Commission.
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Furthermore, if the pexformance of this promiée
would have the legal effect of converting the
Purchaser from a mutual water company to a pub-

lic utility, such promise shall not be performed
by the Purchaser.” | '

A supplemental "Addendum and Disclaimer" att#che&,to-the agreement
in part provides that if implementation-éf paragtaph:7'would-subject~
Mutual to the jurisdiction of thg Commission, Compény"agteesvtO"
abide by an order deleting the requirements of that paragraph.

Sections 2701, 2702 and 2725 of the Public Utilities Code provide
as follows: o

"2701. Any person, firm, or corporatiom, their
lessees, trustees, receivers or trustees appointad o
by 2ny court whatsoever, owning,controlling, oper-
ating, or managing any water systen within this
State, who sells, leases, remnts, or delivers water
to any perxsom, firm, coxporation, municipality, ox
any other political subdivision of the State,
whether under comtract or otherwise, is a public
utility, and is subject to the provisions of Part 1
of Division 1 and to the jurisdiction, comtrol, arnd
regulation of the commission, except as otherwise
provided in this chaptex.

2702. Any corporation or association orgamnized

for the purpose of delivering watexr solely to its
stockholders or members at cost which delivers
water to others than its stockholders or members,
or the State or any department or agency thereof

or any school district, or any other mutual water
company, for compensation, becomes a public utility
and is subject to Part 1 of Division 1 and to the

jurisdiction, control, and regulation of the com~
nission. , _

"2725. As used in this chapter, 'mutual water com-
pany' means any private corporationm or association
organized for the purposes of delivering water to
its stockholders and members at cost, including use

of works for comserving, treating and reclaiming
water,"

The record discloses that Mallie 0. Richards and Bertha A. Richatds, |
Company’s owners, are not members of Mutual. Therefore,_tﬁé’fu:nigb-
ing of water to them for compensation, in accordanée'with pgxa?

graph 7, would subject Mutual to the Commission’s.juriSdic:ion upder‘

the above-cited code sections. In the circumstances, thé[transferf

will be authorized except'as to the ptovisibns Of‘paragfaph 7;r";

i
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No other points require discussiom. The Commission makes
the following findings and conclusion. |
Findings of Fact

1. Le Grand Mutual Services, Inct 13‘5 boua‘fide‘mutual‘
watex cocpzny. | | , |

2. The transfer of the public utility water systemipresently"
owned by Mallic O. Richards and Bertha A. Richards to Le. Grand

Mutual Services, Inc. would not be adverse to the publ;c interest

~ ..Conclusion of Law

The application should be granted as hereinafteriprevided'

IT IS ORDERED that: o |

1. Within one yeax after the-effective date of this.ordere
Maliie O. Richards and Bertha A. Richaxds, doing busxness as
Lie Grand Water Company, may sell and transfer their public utillty
water system to Le Graud Mutrval Services, Inec., 2 mutual water -
~company, in accordance with all the provisions of the 'Agxeement
of Sale and Puxchase", except paragraph 7 thereof executed by
thke parties on February 4, 1966 and whieh is attached to the
application as Exhibit A. ; A

2. Within ten days after tﬁe actual traunsfer, Mhliie'o.
Richaxds and Bextha A. Richaxds shall’ notify the Commisolon, in
writing, of the date upon which the transfer was consummated |

3. TUpon completion of the sale and“ ransfe* hereiu authorzred

and compliance with 211 the terms and condxtzons of this o*der,
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Mallie O. Richaris and Bertha A. Richsrds shall be relfeved of |

their public utility obligations in cotmection with the utility
systen herein authorized to be tr&n_.sfefred‘.

The effective date of this order shall be ten days after
the date hereof. | | ' |

Dated at ___ SsaFrmmio Celifornia, this 4% day
of » _JUNE , 1966. | B




