BEFORE THE PUBLIC UTTILITIES COMMISSION OF THE smm op mn-om
PATRICK J. SAMPSON, )
Complainant | ' . o
B : ’ Case No. 9288 e
V. - | :(Filed November 4, 1971-' -

Amended February 11 1972)
SHARDER GROU? NoO. 'I’HREE ~INC.,
a California corporat:!.on

Defendant.

Patrick J. Sampson, Attorney at Law, in
Propria persona; and Moran & Nuss by -
Thomas F. Nuss Attormey at Law, for

Jaffg:p & Mallery, by Arthur J, Jaffee and
Robert W. Nowack Attorneys at Law,

for EeEenHZnt

Robert C. Durkin, for the Commiss:[an staff.

Complainant seeks an order declaring defendant to be a
public utility water company subject to the jurisdiction of this
Commission. Defendant filed a declaration and answer claim:f.ng to be
4 mutual water company duly incorporated under the laws of California .
and not subject to regulation by the Commission. A member of the -
Commission staff appeared at the hearing, examined w:[tnesses s issued
2 statement, but took no position.

A public hearing was held before Examiner DeWolf on June 26
and July 7, 1972. The matter was submitted on July 7 subject to the :
£1ling of concurrent briefs, which have been filed. | |

Complainant alleges that Sharder was organized for the
purpose of delivering water solely to its shareholders at cost but .
has, In fact, delivered water to persans other tha.n its shareholders.
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He contends, therefore, that defendant Is subject‘to.the jufiSdiction,
control and regulationm of the Public Utflities Commission pursuant to
Section 2702 of the Public Utilities Code. Tract 25493 of Los Aageles
County was developed by Mountain Springs Estates, a Califprﬁia cor="
poration, hereinafter referred to as "Estates", In 1961. While using
no water whatsoever, Estates{controls‘Sharder by awning;227:of_§hef‘f
320 shares of stock issued and outstanding. At all times herein |
mertioned, Sharder was the sole supplier of domestic water to
Tract 25493.

Complainant further alleges that:

(a) Sbharder is not substantizlly comnsumer-controlled,
its water users have been denied the usual
judicial remedies available to sharcholders, anc
therefore, requires public utility regulation.

(b) As a further result of the fact that Sharder
is not substantially consumer-controlled,
Sharder charges a water rate of 51 cents per

100 cubic feet plus an assessment of $32 per
year. ‘

(¢) Cirty water service to the tract immediately
adjacent to the service area of defendant is
charged at the rate of approximately 33 cents
pex 100 cubic feet witk no assessments.

Defendant answered the complaint by admitting part and
denying part and alleged, among other things, that: (1) It has never
suppliad, and will not supply, water to any parcel or lot that does’
not have a share of water stock located om that property‘and‘by
which service is permitted and required; (2) it will, pursuant to
its Articles of Incorporation, serve watexr to tepants or'léssees of
that stockholder; (3) it has from time to-time_requested;perscns'whqm~
it bas believed to have purchased am interest in the property to
complete the procedure to acquire stock from their predecesser inm
interest; {(4) as long as there is a share of stock appiicabie to
that property onm which a pexson is living, the water,cdmpany wnder
these sxticles capcot refuse tc pzvvide'watezyde:vicé, évenﬂthqugbxthé
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person occupying the property may be holding under color of title and'_

does not have physical possession of the share of ,tock-'and (5) the
issves set forth by cowplainant are not properly before the Publlc
Utilities Commission but are properly a matter to be considered in.
the Superior Court in terms of stockholders® claims against Boards
of Dixectors.

A prehearing conference was held on May 2, 1972 and
Statements requested by the examiner of the issues iuvolved were
£iled. :

Complainant's statement is in part as follows-‘

Complainant relies primarily on Sections 2702 and 2703 of
the Public Utrilities Code for the statutory basis of his claim. It
is his conteation that the Public Utilities Commission is required
to exercise its jurisdiction over mutual water companies when such
companies are organized for the purpose of delivering water solely
to their stockholders but deliver water to others tban their stock-
bolders (Sectiom 2702) oxr if the mutual is organzzed bo;h for the
purpose of delivering water to stockholders and to other persons

(Section 2703). Complainant believes that Section 2702 Is applicable

but apparently Sharder contends that undex the art‘cles it must:

provide water not only to shareholders but also to non-shareholders
In such event, Section 2703 would be applicable.

Defendant's statement is partly as follows: ; _
Sharder Group No. Three was created by the fllxng of . xts ‘
Axticles of Imcorporation with the Califormia Secreta-y'of State on
July 31, 1956. The company was organized in comnection with a plan

for the development of a subdivisicn to be known as Mbuntain Sprlngs‘

Estates Tract 25493 and to operate as 2 mutual water company fur-
nishing water to the lots w1thin this tract. The asscto of thc-wate*

company were acquired from Mountain Springs Estates, tne conutructionff
coxporation, for approximately $7$,000 in exchange for: the issuanc# ‘f

of the capital stock of the water company. As each lot thh;n the
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subdivision was thereafter sold, one share of Sharder stock was
allocated upon this lot, and & transfer of the s_t‘oc‘.c‘- from Mdun:'aih‘
Springs to the purchaser was made by the tramsfer agent of the watex
company upon presentaticn of a deed to him by the purchase_;_

The iInitial question posed by the complaint is, does the
delivering of water by defendant to persons who have acquired land
withiz the subdivision, but who are not sharcholders of record,
constitute delivering water to nonm-shareholders so as to make the |
matual a public utility within the meaning of Section 2702 of the
Public Utilities Code? Defendant contends that it does not.

Plaintiff's witnesses complain about excessive assessment
charges on water bills and numerous difficulties in getting their -
shazes of water stock and in the shutting off of their water for
nompayment of water assesswents aand water charges. |

The defendant's witnesses testified that thexre are 52 water
users in this tract, all of whom are within the ori.ginal water se'-v:f.ce"
area of the defendant. - .

There is no evidence that defendant has sold wo.ter out zﬁe _
of the tract or that it has dedicated any of its property to publ:’.c
use outside of the subdivision and its original sexvice area.

There is evidence of numerous complaints as to: mmgemcnt
of the watexr company, processing and issuing of shares of water stock
to customers and the lack of information concerning sr:ocknolders
meetings.

Findings , - L
1. Defendamt has not dedicated its property to public 'ﬁse“u R
2, Defendant does mot offer, deliver, or sell watexr to personsf“ IR
othexr than its stockholders. : :
3. Defendant' is operating as a mutual water comparny serv:.ng
water to 52 custowers on a non-profit basis, , '
4. Defendant does not lose its s"a*us as mutw..a... watex
company mexely because it delivers watexw to persons occupyiug lots
in Tract 25493 when such persons do not have shares of stock of
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the mtual watexr company in their possession, so 1ong as the persons |

are entitled to a share of stock and are in the process of obtain:l.ng
it.

Conclusiomns _
The Commission concludes that: '

1. Sharder is not, and has not been, operating as a publ:tc
utility subject to jurisdiction of this Comnission.

2. An investigation into the service. area, operations and
profits as to whetber Sharder has been, or is, a public util:.ty
should not issue at this time. _

3. The complaint should be dismissed.

IT IS ORDERED that the complaint is dismissed. :
The effective date of this order shall be twenty days after ‘
the date hereof.

Dated at _ San Francisco | s Ca-l:t.fo_rnia,. this - _L____day R

of __ nOTORER > 1972,

Commissioner D. W. Holmes, deing
nacessarily absent, did not participate
in the disposition or this proceoding.. -




