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Decision No. 
- .... '7'1+'(:)WJiiii83S~-

1:81,0111[· 
• ~," .f " p.1 • • " •. ~ ., .' ",' ~ ': 

BEFORE THE PtmI.IC UTILITIES COMMISSION OF iHE STATE OF" CALIFORNIA 

Application of MALLIE O. RICHARDS) 
and BERTHA A. RICHARDS ~ husband ~ 
and wife ~ doing bus.11less. as 
"I.e Grand' Water Company" ~ for an 
order under Public Utilities. Code ) 
Section 851 authorizitl.g them to ) 
sell all of the1r:operating prop- ~ 
erties to the Le Grand, Mutual 
Services,.. Inc., a mutual water 
cotlpany .. , ' 

Application No.. 48386 
Filed Aprilll~ 1966 

Cobey & Adams, by James A. Cobey and William P., 
~i9:1ra~ for Manie 0.. Richirds and Bertlii A .. 

char s~ applicants. 
John D.. Reader, for the Commission staff. 

OP1:lITION - - - -. - - '-"" 

Mallie 0.. Richards and Bertha A.. Richards, doing business 

as I.e Grand Water Company (hereinafter referred'to as Company), 

seek authority to transfer their publieuti1ity.water system. tOo I.e 

Grand Mutual Services, Inc .. , a mutual water company· (hereinafter 

referred to as Mutual), which seeks to acquire the system. 

A duly noticed public hearing was beld in this :atter 

before Examiner Jarvis at I.e Grand ouMay 18, 1966, and, the matter 

was subc.itted on that date. 

Company furnisbes service at 91 connections and five fire 

protection hydrants in the unincorporated town of ie Grand in , 

Merced County~ Cot:!.panY' has, for sometime, been financiallY", unable 

to- make needed itlprovec.ents to its water system.. (See'Decisions 
1 Nos .. 64179 and 6-7346 in Application No. 43981..) It cannot pro-

vide adequate service to i.ts customers witbout tbese improvements. 

1 Decision No. 67346 found €hit company was financially unable to 
make $10,050 in improvements ordered by Decision No.. 64179'. 
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A.48386 NB 

Mutual was formed in,3uly of 1963 by ~esiden:s ofLe Grand in order 

to obtain better water service. Mutual's service area is 'larger 

than that of COtnpany ~ but it i'Qc~udes all" of Company's service area .. 

Mutual received a loan of $112,000 frOI:l the Farc.ers Hoce 

Administration of the United States Departtc.ent of Agriculture and 

Mutual itself raised $&,000 in order to establish a water system in 
I , 

I.e Grand and vieiUity. Mutual deemed it: advantageous to ltcqaire 

Company's water system and use portions thereof in its new system ... 

On February 4, 1966, Mutual and Company entered into an agreecent, 

~hereby Company agreed, subject to authorizatioI:. by'this'Com:nss1on~ 

to sell its water syster:t to Mutual for $11 ~OOO .. 2As of December 31',. 

1964,. the original cost less accumulated deprecation, of·Compl!1lY' s 

water systec was $7,342.76. 

Matual is a bona fide mutual water company_ If'the 

requested trausfer is authorized, subject to a m8t~er he:i:'efrlaft:.cr 

discussed, Mutual will not be under the jurisdietiop. of the' Cocrois

sion. Mutual's rates will be higher than those of Company: $5.50· 

per ~onth rather than $4 per ~onth for a service connection for ~ 

single-f3mily unit not exceeding 7 ,,500 s(tuare' feet in area. ~.J::u.:::l 

hils a $10 mea>ership fee and a connection fee" later discussed. 

Mutual has expended $100,,000 tn constructing a water dis

tribution systet:l which is designed to serve 500 persous. The system· 

meets and exceeds the construction requirecents of General Order 

No. 103. Mutual's connection charge is based upon: the approximate 

cost: of running a line and riser to a customer's· pr'operty, :i.:l, 

~'Ifie ag"'~eemet:.t provides for an ix::r:lediQte cilsh po:ty.:::.en-: of' '$-7,500 
and. that the :e:aining balance shall be evidenced by an. unsecured 
note aDd bear s:iI:lple interest of 6 percent per 2tlnum w!th.'C!nim~· 
annual installments of $700. ' , .' . ' , 
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accordance with. its rules. During construction of thesystcm -

until April 15, 1966 - the eonn~etion charge was $40. The present 

connection charge is $80. 

Each of Cot:lpauy's customers was mailed a notice indic~::i:l.S 

the time and place of the public hearing herein.. No. one appeared 

at the hearing to protest the granting, of the application. At the 

time of the hearing eight of. Company's customers, representing 13 

service connections, bad not join~d Mutual. Mutual's president 

testified that cilch of the eight customers had been contacted and 

that they indicated they would either join Mutual or obt.linwatC':' 

from wells 0'0. their proper~y. Tne record ~lso discloses that 

Mutual's by14W's provide th4t it holds out servicc;,1ndcfin1t~ly!, to 

.:'111 those li'\"'ing within the' bOutlds of its service' a::oea on a non

discriminatory basis. Any of Company's recainingeight cust~mers 
. . . L . 

will be able to join .and receive' service from Mut.ual'at" any time in 

the foreseeable future. The Cocmission i~ of the opinion that 

Mutual can provide bC~ter water service to t11e residents of the 

Lc Grand' area and that' the application should be granted as' herein-

3.fter provided. 

'!he record indicates that Mutua,l intends to cperaee as a 

non=egulated mutual water company not under the jurisdiction of ti:' .. c 

Comc1ssion. P.ttagraph 7 of the agreement betwccnCompmlY !1nd 

Mutual provides as follows:, 

1t7. Temporary Water Service to. Sellers. As.en 
integra! part of tEe eons~aer8t~on furnished ~he 
Sellers b7 Purchaser for the sal~ of the prop-
erty sold hereun<!er, the Purcl1aser promises to 
furnish the Sellers for a ~riod of 6 ~onths from 
date hereof, or for such portion of s~id 6 mo~ths 
as Sellers continue to own their remaining land 
within eh(!' Le Grand area~ water service at r~tes 
not exceeeing those prescn~ly established by the 
State Public Utilities Commission for such service. 
This proviSion of this agrecoent is ~ of course ~ 
subject to the approval of the said State Public 
Utilities. Cortmiss.iO'O. and it is uuderstood that it 
may be ehangfld or eli1:linate<i by said Comoission. 
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Furthermore, if the perfoma'Oceof this prom1se 
would have the legal effect· of eonverting the 
Purehaser from a mutual water company to a pUb
lic utility, such promise shall not be performed 
by the Purchaser." 

A supplemental "Addendum aud Disclaimer" attached. to- the agreement 

in pare provides that if implementation. of paragra.ph 7 would subJect

Mutual to eb.e jurisdiction of the Commission, Company agrees to

abide by au order deleting the requirements of that paragraph. 

Sections 2701, 2702 and 2725 of t:be Public Uti.lities Code provide 

as follows: 

"2701. Any person, firm, or corporation;, their 
lessees, trustees, receivers or trustees appotnt~d ~ 
by any court wba tsoever, owning ;,controlling". oper- V' 
a~i:lg, or r.::auaging any water system 'Within this 
State, who sells, leases, rents, or delivers water 
to any person, f1m., corporation, municiplll:tt:y, or 
any other political subdivision of the State, 
whether under eontract or otherwise, is a public 
utility, and is subject to- the provisions of Part 1 
of DiviSion 1 and to the jurisdiction,. control, a.nd 
regulation of the comc.ission,. except as otb~::w1$e 
provided in this chapter. 

"2702. Any eorporation or association organized 
for the purpose of delivering water solely to, its 
stoekholders or meQbers at cost which delivers 
water to others than its stockholders or members, 
or the State or any depar~eut 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, 3ud regulation of tbecom-' 
~ss1on. , 

n2725. As used in this chapter, 'mutual water com
pany' t:leans any private corporation or association 
organized for the purposes of delivering watert~ 
its stockholders and members at cost, ineluding use 
of works for conserving, treating. and reclaiI::dng 
water." 

the record discloses that Mallie O. Richards and Bertha A. RichardS" 

Co:pauy's owners, are not members of Mutual. Therefore, the' furnish

iDS of water to ehec. for compensation, in accordance- with para-

graph 7, would subject Mut:ual to the Cotcmission's jurisdi.ction under 

the above-eited code sections.. In the cirCUt:lStances~ the'. transfer' 

will be authorized except as to the prOvisions- of paragraph 7 ~ 
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No other points require discussion. '.the Commission ma.!<:es 

the following" find.ings and conclusion. 

Finding~ of Fact 

1. Le Grand Mutual Services, Inc. is a bona fide ·mutWll 

weter coc.piny. 

2. 'nle transfer of the public utility water system presently' 

owned by Milllic O. Richards aud Bertha A .. lU.cbards to Le .. Grand 

Mutual Services, Inc. 'Woul-:l not be adverse to the public:[nterest • 

. ~. Conclusion of Law 

the application should. be granted~s here1tlafterprovided. 

ORDER 
~----

IT IS ORDERED that: 

1. Within one year after the effective date of this order 

Mallie 0.. Richards and. Bertha A. Richards> doing business . as 

:'e Grand Water Company, t:lay sell and transfer th~ir public utility 

w~ter system to Le Grand Mutual Services, Inc., ~ mutual water 

. company, in accordance with all the provisions of the "A8x'eement 

of Sale and Purchase", except paragraph 7 thereof, executed.by 

the parties on February 4, 1966 and which is attached to· the 

application as Exhibit A. 

2. Vlithin ten days after the actual tranSfer, Mallie O. 

Richards and Bertha A. Richards shall" notify the Commission, in 

writing, of the date upon ~hich the transfer was consummated. 

3. Upon cOt:lt>:'etion of the sale atld~tl:ausfe. hereiu.authoriz~d 
,Tt- .... · 

and compliance 'With all the terms and co:l·Ci1tions of this o=der~ 
.' 
" '., 
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the effective date of tbi.s order sballbe ten days after 

the date hereof. 

Dated at __ Sa;_:a_Fr.l __ an_cisc_o ___ ~ california~ this,,~clay 

of ____ \ _~ __ E __ • 1966 .. 


