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Decision No .. 84520

BEFORE THE PUBLIC U'IILITIES COMSSION OF THE STATE OF CALIFORNIA

Application of CALIFORNIA CITIES ) ,
. WATER CO., a Califormia corporation, )y
to purchase the water utility - ) Ap lieation No. 55587
properties of PARKWOODS MUTUAL ). (Fi ed March 27 1975)
' WATER COMPANY 'in Lake County, S ‘ ]
California : | : '

OPINION

John D. Dillingham, wh.o is authorized to act on beh.a.lf of
the water company known as Park-Woods Mutual Water Company, ‘Inc..
(seller), and California Cities Water Company (buyer), a California
coxrporation, request authority fox seller to transfer its. water util--
ity properties to buyer and for seller to 'be relieved of its publ:.c
utility obligation. : :

Seller was found to be a public utility by this Comission
in Decision No. 78732 dated May 25, 1971 in Case No. 9133. and is.
presently supplying water to 100 members of the public: in an area
which is part of Clearlake Woods in Lake County, California. ,

Park-Woods system consists of approximately 27,750 feet of
water mains ranging in size from four inches to six :.nches in diaineter,
100 services, and 100 meters. The total water supply is purchased at
the filed annual metered service rates from the Clearlake District of
buyer. The original cost of property being transferred is estimated
by seller and buyer as $80,000, with a depreciation reserve as’ of
December 31, 1974 of $43,800, resulting in a. net book cost. of $36 200.
'.Ehese figures are supported by Exhibit A of the application, but




‘dz.ffc_r, primarily in depree:.ation reserve, from those shown by’ t:he a
seller on the last annual report filed with the Commission, dated
December 31, 1973, which are: original cost $76,257, reserve’ f.‘or |
depreeiation $28,629, and net book cost $47 628.

The selling price is $36,200 under the followi.ng terms:

Cash of $6,200 minus any balance owed. buyer for water sold
to seller; in addition, buyer will pay sellexr $100 pexr
customer for the first 300 additional customers who

come on line on existing AC or plastic water lines

within 10 years of t:he s:’.gning of the purchase agree-
ment.

‘Seller warrants th.at:-

a. There are no customer deposits to estdblish
credit.

b. Thece are no ma.in extension advances.

¢. There are no mechanic*s liens aga.inst
the water system properties to be
acquired.

d. There are no tax liens against the water
system properties to be acqu:[red.‘

Seller desires to dispose of the watex syst:em because of the
demise of one of the pr:!.ncipals, and because a ut:.l:!’.ty of’ this small
size is not an economically feasible operation. .

Buyer desires to acquire the system because it is a water
purveyor, experienced and qualified to operate the systen,. and now
provides all the water used in seller's operations. L |

Buyer proposes that the tariffs, :mles ». and: regulat:.ons

- applicable in its Clearlake. District will be made applicable to the
customers of seller. The acquired system will be :anorpora.ted iato
and operatedas part of the Clearlake District of buyexr. At preseat

- chaxges axe the same in both systems; however ‘buyex, . by Advice Letner

No. 35, has-requested an offset rate :f.ncrease of 2-80 pereent: for the
Clea::lake Dist::ict._ S S : . , R
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Buyer proposes, upon acquisition of the Park-Woods:system, ~
to improve the water supply to the system by removing the 2—:.nch
meter connection, replacmg the meter with a direct connection, and
looping the Park-Woods system into its own-

Ordering Paragraph 6 of Decision No. 78732 dated May 25
1971 in Case No. 9133 reads: "6. Park-Woods Mrtmal ‘Water Company
shall not, without further order of this Commission, e:ct:end it.s water
System."” Buyer requests that this restriction be removed. ‘ In Park
Woods Homeowner's Association, Inc. v Park-Woods Mitual Water
Company, Tnc. (Decision No. 81131 in'Case No. 9337) we issued an
interim order which continued the restrictlon on new ser'vices u.ntﬂ ‘
the. Comm:[ss:;on was satisfied that directed correc‘t:[ve actions had
been taken. Case No. 9337 has not been closed, a.nd restrictions
imposed by Decision No. 81131 remain in effect. o

Both applicants undertecok to notify the comunity of the‘ :
application. No protests have been recei.ved ' ‘
Discussion ' ‘ ‘
Decision No. 78732 supra :.nd:x.cates that D:Lllingham and
‘Lewis, who owned substantial numbers of residentizl lots in the
texritory in question, decided to make them saleable by providing .
water service through a system wh:x.ch they intended to ‘control and
operate. 'Rather than seek a cert:if:.cate of public convenience. and -
necessity, the subdividers built and opera sed the system under ‘the ﬂ
guise of a mutual, representing to the Department of. COrporations
and to various individual customers that.sellexr was a t::ue mutual ‘

If seller had been operated as a mutual, each 1ot purchaser would

have received a share of stock appurte.nant to the lot. Howeve.r, few

if any, of the shares were ever :Lssued and the subd:.v:‘.ders maintamed
control of the water company. None of the customers was permitted to
participate in the management of the so-callecr mutual In at lesst =
several. instances, land purchasers were ‘told that they' we.::e entitled to
stock; In several instances, the land buyers pa:.d for the. scOCk.
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Decision No. 78732 contains ‘the follawing find:tngs and
. conclusions' " ' : :

"F‘.Lndings of Fact

"Based upon the above, we f:'.nd that Paxk-Woods Mutual '
Water Company has not restricted itself to delivery
of water to its shareholdexs or lessees thereof.

We further £ind that the holders of shares nuwbered
1-29 and 126 are captive stockholders in no position
to effectively enforce any of their rights as stock-
holders. We also find that if all owners of lots
encompassed by the 84 users of water had in fact
been issued one share each, Lewis and Dillingham

would still hold a controlling stock interest in
the mutual water company. ,

' "Conclusion of Law

"We conclude that Park-Woods Mutual Water Company
is not entitled to an exemption from public util-

. ity regulation under Section 2705 and thexefore
has been and is a ‘water corporation® as defined
in Section 241 of the Public Utilities Code, and

a ‘public utili w:.th:Ln the me.aning of Sect:f.on
216pof that Codzy

Those findings and. conclusions were not i.nt:ended to terminate
whatever equitable rights the putative shareholdex/ consumers nay have
received as a result of payments made to, or represent.at:[ons made by, .
the developers. In fact, the very name of the corpora.tion as well as -
the course of conduct described in- Decis:mn No. 78732 way be suff:f.cient
to create a presumption that those who wexe promised or. paid for shares

of stock are entitled to share rateably.in the proceeds of: any sale. E
| Since there has been no showing that Dillingham and the .
lewis estate and/ or heirs have terminated their: domination of the
mutual water company, we feel there is a need to insu::e that: our pr:.or
actions in Decision No. 78732 and our authorizatlon to se].l do mot.
r&sult in any unjust enrichment of those in- cont::ol of the corpora.tion
at. the expense of the general membership. Wh:.l.e th:[.s Com:l.ssion h.a.s |
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jurisdiction over the relationship between a utility and its cuStoxnus,;; ‘
the Superior Court has jurisdiction to handle problems arising between =
a corporation and its stockholders. Our oxder will presexve a fund _
created as a result of our order pending settlement of potential cla:x.ms
to that fund, whether by litigation oxr negotiation. '
Findings ‘ ; (R :
: - 1. Buyer ‘has the ability to- acquire and operate seller s water '
| system without interruption in service. EEE A
2. Buyer will improve service by removing the meter bemee.n N
the systems and loop:.ng the Park-Woods system into its own system '
‘3. Thexre are no customer deposits, main extension advances, :
wechanic's liens, ox tax liens agai.nst the properties to be acqu:.red
4. Upon completion of the proposed transfex seller will no -
longer be performing public utility service.
5. The transfer is not adverse to ‘the public interest. ,
6. Restrictions on expansion imposed by Decisions Nos. 78732
and 81131 should not be removed prior to closing Case No. 9337. |
7. There is insufficient evidence to support.a: find:.ng that :
some customers of seller a.re not: entitled to share in the proceeds of
a sale of the companysassets._ o ¥
8. A public he:aring is not necessary-.
Conclusions ' 5 :
. The applicat:.on should be granted es hereafter provided
2.- The authorization herein granted shall not be construed. as
a finding of the va:l.ue of the rights and properties herein author:.zed
to be transferred nor as indicative of the amounts to be included in
oroceedings for the determnetion of just and reasonable rates.
3. The Comss.:.on should order the impoundment of- all funds
resulting from either the sale of the Operating property or from

dissolution of the se.Ller until all claims to such funds are lawfully -
resol:ved : : :
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IT IS ORDERED that: - -

1. On or before one year after the effectLve date of this order,
Park-Woods Mutual Water Company, Inc. may sell and transfer the water
system referred. to in the application- to the Cali.fornia C:f.ties Water |
Coxpany. |

2. As a condition of tb.:Ls :;rant of author:.ty, buyer shall .
assume the public utility o‘bligations of sellex w:tthin the area sexrved o
by the water sy:»tem being transfer"ed.

3. Within ten days aftex: complet:f.on of the: transfer, buyer
shall notify the Commission, in. wr:.ting of the date of completion and

of the assumption of the obliga':ion set forth in parag::aph 2 of th:l’.s
oxder. - -

4. Buyer shall either file a statement adopt:{.ng the tar:.ffs of ‘
seller now on file with this Comiss:l'.on or refile under its. own name
those tariffs in accordance with the procedures prescribed by Genera.l
Oxdexr No. 96-A. No increase in rates shall be made unless author:.zed '
by this Commission. ' ' S -

5. Onor before the actual date of tra.nsfer, seller sha.ll de~
liver to buyer, and the latter shall receive and preserve all records
memoranda, and papers pertaining to the construction and operat:x.on of
the water system authorized to be transferred.

6. On or before the end of the third month after the date of
actual transfexr, buyer shall cause to be filed with the Comission, in
such form as it may prescribe, an annual report cover:.ng “the’ operations
of seller for the pexiod commencing with the first day of tb.e current '
year to and including the effective date of the transfer.

7. Upon compliance with all of the terms and cond:.tions of this
order, seller shall be relieved of its public utility obl:[gations in
connection with the water system transferred.

8. Relief requested from restricti.ons meosed ‘by Order:.ng Para-
graph 6 of Decision No. 78732 is denied w:.thout prejudice. el
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9. Buyer 3ha.11 deposit all funds due under the cont::act of sale '
in an :Lnte.rest-bearing bank accoum: in the name of Pa:k-Woods Mut:u.al
Water Company, Inc., said account to require the sisnature of the o
Secretary of this Cqmission, in addition to authorization from seller
for release of funds. It is intended that the funds in such account’
be released when the Commission has received suff:l‘.ci‘ent ‘:[ndicad.ow of
a settlement of all claims between the ut:!.l:.ty s customers as share-
holders, or when a court having jurisd:[ction to det:ermine such claims
renders judgment distributing the funds.

10. Within sixty days after the consmat:ton of the pm:chase
herein authorized, Califormia Cities Water Company shall file with
the Commission a copy of each journal emtry used to- record the: pu:.'-'
chase on its books of account. -

' 11. The Secretary shall furnish applicants w:{.th sufficient
copies of this decision for notice to all owmers of property served

. by seller. Applicants shall serve a copy of this decision on each
owner of property by mailing a copy to each address vhere wate:: bills

. are sent. Enclosing a copy of the decision with the. next: ::egular b:l.ll
~for water will satisfy this order. :

The effective date of this order is the date hereof .

Da.ted at San Francisco c:aufom:ca ‘this '1Q
day of - JINE * , 1975. \




