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Deci:sion 54 12 041 DEC, ~~: 1984 " , 

"., , . , . 
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

'Application or Sheila Kurwitz 
Millsaps <101ng bus1ne" a:s BL&E 
to,:s-elland,Bud Peltonen tQ.'buy 

}' 
) 
) 

, ,~< ;.,,;;..~: ;'.:j~; i'''): : ;"::2;:i ' 
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,the"water :system ,in Humboldt 
County. 

) 
) 

(Filed' January', 31 ~ , 1984) 
.~> . 

-----------------------------), 
OPINION -------

Sheila Kurw1tz Millsap:s :seeks authority to sell the water 
:system of BL&E, Inc. to Bud Peltonen who- joins in the application. 
The :system is located near Trinidad in Humboldt County ,and serves 2'4 
customers in Big Lagoon Park SubdiVision, ,: Block A~ 
Seller 

The applicant':seller~ Millsaps, is the w1d~v o~ Richard 
KUrwitz, who purchased all: the stock in BL&E, Inc. from Georgia
Pacific Corporation. (DeCision 8:19'17, dated September 25-, 1973'" in 
Applica tion 54285.) In 1975 Richard Kurw1 tz',: was k1lle<1 in a traffic 
accident, and his widOW, :since remarried ~ Ron M1llsap:s,now 
operates the system. 

Millsaps is not the proper seller, a tact whiCh she 
recognizes. In her answers to '~nterrogatories propol.lnded by 
Administrative Law Judge (ALJ) Baer, Millsaps states that: "The 
designation in the caption, 'Application of Sheila Kurw1t~ Millsaps, 

, , 

<1ba BL&E ••• ' is in error. The application should read and ,request is 
hereby made to amend the ,application to 'Application of Sheila 
Kurwitz Millsaps, as Administratrix of the Estate or Richard A. 
Kurwitz, the sole shareholder or BL&E, Inc., a corporation,. '" 

We ,will, however, overlook this technical defect since' it 
is imperative that t,is system be placed in the hand3 ofsomeonewh~ 

. '. . . 
";,1s w11lingto operate it in' the public i.nterest. Koreove,r,? ,:Since 

~ , 

", . 
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1975 Sheila H1l~saP3 has held hersel~ out as the sole person With, any 
. . ,. , ., 

right. title, or legal interest in BL&E" has co.rresponded with the 
. • 'I . 

Commission statr o.n behalf' or BL&E, has operated the water system, - . ~. ., " .,. .. ,...... ... 
ind,1s deemed by the custo.mers to be responsible for'1t:;',:,:' 
',' .... ' •• ..".' ......... , .. I, , ...... , 

Buye'r"/' :", :"";,,,.,-, """/', .=-""'-'-;" ", , ,' . 
..... '" v . "."'~':.:~ 

::,.~' ~::::' .. \~.'. Bud Pel tonen is a 44 year-eld. resident er the su1x1iV1:s1en, 
served by BL&E's system. He alleges that, after examining all'ether 
alternatives, he believes 1t is in his 1>est interest as a resident to. , , 

attempt to rejuvenate the system and to. put it on a break-even 
basis. He also. 'believes that he is the best Q.ualitied res.1dent.o.r 
the subdivision to o.perate the' system an<1 cites his experience u a 
land surveyor (15 years), as an operato.r of 40 to. 60-teo.t boa~ With 

. many and complex pumping systems. (10 years), and as an unl1cen3ed., 
self-employed bu1l<1er. Peltonen's financial statement 1$ atta~hed to. 
the'applicatien. It shows assets of $327,000, liabilities. of $30,000 
(owed on a house in Eureka) and' net worth o.f $297,000. Listed as 
real preperty owned by himself is BUE ~t a cost or' zero. ,and present· 

, , 

value of' $35,000. The application stat~sthat the or~g1nal' cost or 
the water system is $38,000, but that the depreciati,on reserve is. 

unknown.. Thus, the net book cost is unknown. 
Description er Water System 

.In the application the applicants state that the'system 
consis.ts or one well, 12 incbes in d.iameterand. lOS; :feet deep.; two' 
pumps., one at"5 hp and one at 5 h}), producing a to.tal,o!'360 gallons 
-per minute; 'two- storage tanks with total capacity o.t 28:,000 gallons; 
3,334 .teet or 6-inch as.bestos-cement ma:1ris; and 24 .services, 22 or 
which are metered •• 

Since the filing ot the app.l~ca:tion, Peltonen in.torme<1 the 
ALJ that he had co.nstructed and co.nnect.ed. a second well to. the 
system. This info.rmation was confirmed in the verified answers to. 
:lnterrogator1es tiled by Killsaps....p \· " .. 

'" ~ " "', ,.,'" -~ .. " .. ~.,. ", 
.• \ ....... ~ .... .,'f,': •... , .~.:,~' .. ·t .. H· .. ,'l," 

, .\,', 
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Transaction 

r • From a deed attached to the appl1cat1on,itappears that 
Sheila Millsaps conveyed an interest in BL&E's real property to 
Peltonen on August 23, 1983. The deed was recorded Sep.teml>er 6, 
. . . 
19~3~ A bill of' sale dated October 3, 1983 and signed, by Sheila· 
Millsaps for BL&E transfers all water system fac1lit'iesto PeltOnen. 
The purchase price for all transferre(j real and personal property is 
zero. It is clear that applicants expect us to ratify a tran'sact1on 
that has already occurred. in :tact, .it" not, in law. 1 

DisCussion 
• 

Certain aspec,ts or this transaction are disturbing.' We 

note, first, that in the Corporation Grant Deed, attache<1 to· the 
application and by Which Peltonen allegedly obta1ned an interest in 
the real pro»erty or BUE devoted to 'va ter service, the" grantor 1s 
not BL&E, Inc. but Klamath Cutters, Inc., a California corporation,. 
which was at one time 100% owned by Richard Kurwitz •. According to an 
unsigned copy of BL&E's 1982 Federal Income Tax Return.attaehed to 
the application, the estate of Richard Kurwitz, owned': 100Jof the, 
common stock of' Klamath Cutters, Inc. as of December 31, 19,82'. 

. '''- .... ..,~ .... .. 
-~. -. 

" . 

1 Every sale of utility property, with, certain except1o~.not 
relevant here, is void without authority. PublicUt1lityCo<1e SSS1 • . . 
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Second, in that same <feed, the property is not conveyed 1n 

fee'Simple absolute,: Rather, Peltonen 15 granted:-~~.~:,:."~:·~,: 
.' . 
........ r~", • ..,. .~. 

........... ~.-. 

.. • ... j 

" ••• al1 that real proJ)erty situated-in the;.;,;;~~ . .;.~;.. :
unincorporated area o~ the County ot Hum~oldt, 
State of california, described as follows: ,_ 

"The exclus1ve right to use, repair, alter, 
reconstruct, replace and maintain the existing 
tanks, wells, springs, water collection and 
d1str1~ution systems, with related appurtenances 
such as pumps, p1pelines and miseellaneous 
e~uipment located in, on and under those parcels 
of land descr1bed as tollows: 

"BEGINNING on the South line of Park Drive, as 
shown on the Map of Tract No. 2Z (B1g Lagoon Park 
Sub4iv1sion - Block A.) ••• " (The remainder ot the 
legal description is in metes and bounds.) 
Even assuming that IUamath Cutters, Inc. bad any title to 

convey, the above-ctuoted language does not appear to, convey· anything 
but an easement or license. 

Ihird p we note the Bill of Sale, by which Peltonen became . . . 

the owner of BL&E's physical plant recites: "For value received ••• " 
Because the application shows no monetary payment being made by 
Peltonen toBL&E for either the plant or the real property, we ~e 
left to wonder what thing of value he gave or promised to give in 

exchange tor the rights he purports to receive. 
However, a sta~t investigation by the Comm15510n'~ 

Transportation D1n:s.1on representative in Eureka and an5wers to tl:e 
ALJ's interrogatories have answered some of the ~uestions ra1sed:~Y 
the application. A s~rr search of th~ probate file' reveals. tbat 
Richard Kurwitz died intestate on August 19, 1975. On September 19', 
1975, Sheila Kurwitz riled a petition tor letters otadm1n1$trat10n~ 
On November 1S, 1915, the court appointed' her adm.1n1strator: of ·the .. 
estate ot Richard Xurntz. 

,.~.;: ~~.'~: ,.:', . , 

....... ~~, ,i~~ ."'_'~ , . 

• 'F .,' 

._ ....... ,.,.,. hI "f ,_, . 
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. .' On May 9. 1918. Slle1la Xunr1tz !"1lect. a petition ror' order 
directing conveyance of' real. pr~perty. Sbe alleged·. that' certa1nreal 

,"" " ' 

property record-eel in the name or Richard Kurw'1tz vas in raet: the· .. ..... . ,",. " 

p'roperty or Klamath Cutters~ Ine., a Calirornia corporation. 'She - -" ~ ..... ~ , . '~. . ., .... ". . 

rurther alleged tllat:,"':··.~' .":. 
'" ... ~ .... ,-'" ~ ", ' 

"1'b.e.court will not. by issuance or the requested 
order, lose jurisdiction over said property 
because Qne hundred percent C100~) or tlle 
ownership or the outstanding capital stock or 
Klamath Cutters, Inc., is a community property 
a:s.set of the probate estate of the decedent and 
or petitioner." 

" She asked tlle court. tor an .ord·er d'irecting her, to~ execute., 
and deliver a conveyance or the real property to Klamath Cutters, 
Inc. The real property involved consisted or rour parcels. Parcel.2· . . 

is the parcel that is involved in tll1s application.. By order dated 
May 30, 1978, the court directed Sheila Kurw1tz to convey the four 
parcels to Klamath Cutters, Inc. 

Much later, by Corporation Grant Deed. dated August 23, 
'983, Klamath Cutters, Inc. conveyed Parcel 2' to Bud Peltonen •.. The 
deed is signed by Sheila: Kurw1tz Millsaps, Presid.eritarid secretary of 
IClama th Cutters, Inc ... 

For our purposes it is su~r1cient that 1nt'ormat1on in our 
formal rile or in the probate tile (ot' which we may take'orr1cial 
notice) shows that on December- 14, 1963, Lou1siana-Paeific 

. . 

Corporation conveyed the real prop.erty in quest.1on to.'R1:eharc:1 A. 

Kur:v1tz; t.hat UPOll his death in 1975, his estat.e suceeede.d to his 
interest in that proJ)ertYj that the probate court ~rectect Sheila 
Kurv1tz M1ll:s.a.p.s, as administratrix, to convey the property to 
Klamath Cutters, Inc; and that. acting as president .ot'- namatli. 

~ .. , 

Cutters, Inc. Sheila Kurwitz Millsaps 'conveyed that property to 
Peltonen. 

It is clear t'rom the cop1es ot' <leeds in the, rile that 
. ., " ,r' 

Richard A. Kurwitz only owed an easement ·or license 1z:l"the . real 

• 
property used by the BL&E water system. The langUage descr1bing. the 
real property in the grant deed from Louisiana-~ac1t'ic.Corporation.to
Xurwitz is identical to' the legal description 1rl the corporation 
grant deed from Klamath Cutters. Inc. to Peltonen. 

- 5 -
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We be11eve the above account ade~uately disposes of our 
, . 

1"ir.st and secon<1 concer1l3 described above. Our third concern was the 
.pri~~.paid, it' any, tor the water system. Tbe apPli~at1on' shows that, 
Pelt-onen paid nothing. for the system, wbicb has a value or' $35~OOO·. 
,The ALJasked by interrogatory: "What thing of value, did· Bud 
'p~i:tonen give orprom1se to give in exchange for the physical plant 
'and ~ea1 property ot BL&E, Inc.?" Millsaps answered: "In, 
consideration ot Hr. Peltonen's receiving. all or tlleassets or BL&E, 

, ' . 

Inc,., he would take over and assume all responsibilities in' 
connection with the operation, maintenance and iml>rovement of the 
water system. Applicant is 1nformeaand believes that he has 
fulfilled his terms of the agreement ,by improving the system: and 
constructing a backup ' well and performing other miscellaneous 
improvements." 

Thus, Millsaps was apparently willing to convey the water 
syst~m facilities to Peltonen gratis in exchange for,his promise to 
assume the resl>onsibility to operate, maintain, and improve the 
.system • 

While this transaction is not entirely free of questiOns, 
the sta!'!' nevertheless supports the transfer as a means of placing 
the system in the hands or a person who is willing to operate, it 'for 
the benefit of' the ratepayers. The applicants have represented to 
the'ALJ and to the sta!'t' that Pelt-onen has completed a: seco~d,well 
and has connected-it to the, system. This will allow the restriction 

, , -
upon the number or customers to 'be lifted: anci- property owners: will be 

• . '11' • 

:permitted to develop or sell their lots in· the sul>div1a1on'~ . 
served byBLU .. 

Findings of Fact 
,. Peltonen has the t'inancial and teehn1cal·al>11ity t<>ol>erate 

the water system ot' BL&E, Inc. 
2 .. , Peltonen is'alreac1y operating the. water system-and. the 

• ~ • t· ' ~ ,'," 

transt'er t'or which authority is sought has already ~curred '1nt'act" 
ir not in law_ 

- 6 -
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3. Peltonen is w11l1ng to assume the public' u~!li~y obligation: 
a~~iatec! nth the water system ane! to operate it 1Ji' the' public' 

• ,. "".' •. ' ,~. '¥.' ". 

j,nterest.,~."':~<~!.:· ~' 
... ..-... '\ , .. , 1..;.A,,~. , ..... 

. . ' .-....... ~.. The seller has in the past been unresPOIlSi~e"to stafr 

'~~~;~~~ndence, customer' complaints, and Comm1SSion~~d~~$' 'and. has 
t '.0'.' . . , 

'not'"been able to operate the system in accordance with her statutory 
"ObliPtion nor With the rules, regulation's,. and, orderS. ot' tlie . 

'I 

Commission. ' 

5.. There are no prote'sts. A public hearing is no-tneeessary. 
Conclusions of' Law 

1. The application should. be granted.' . 
2. The transfers of real prop-erty and. water system facilities . . 

described in the application ,as having occurred in 198;3; w1tho1:'-t 
CommiSSion authority should be ratitied. 

ORDER .... -.. ..... --
IT IS ORDERED that: 

,. The application is granted and the transfers of real 
property and wat.er system facilit1esoecurring in ,1983 between Sheila 
lCurw1tz Millsaps, seller, and Bud Pelt-onen, buyer, as set 1"orth1n 
the ap~lieation, are hereby ratified. 

2. Buyer shall assume the public utility obligat1onsof seller .• 
3. Buyer shall either f"ile a statement adopting seller'~ 

tariffs or retile those tar1rr:s under its own name as, prescribed. in . . , . " 

General Order" Series 96. Ra tes :shall not be increased unless 
authorized by this Commission; , 

4. Seller shall deliver to buyer~ and buyer shall keep, all 
record.s or the construction' and .operation of' the water system •. 

5. Within 90 days after the eff"ective' date of' this order~ 
buyer shall file in pro~r form, an annual report on the~ water 

system's operations for the calendar year 1983. :"' .. "':~;""'" .. 
," .~'!.:,A...."..~,. .. .~."" 

I.· .............. :~,'t,,...:,~ ... ' 
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no 
6. When this order has been complied w1th~ seller shal':l have 

further ob11ga t10ns :1n connection wi tb. th:1s wa ter s.ys~m. 

---.... ... ..,... ..... ' ... . .. ' . 

~J''''c-.· .' 
-.. - ..... . ........ ' .. -_. 
'~' •• , ... '.1Io .... : ...... ...:-.. ,. , .... ...... '.,' 

..... '# •• -,. 

. ~ .. " ... 
" , 

."-' .,.'-' ............ - -. ,:,...w • 

Th:1$ order become:r. er.rect1 ve 30 days f'rom: today. '. 
Dat.ec1 DEC ~ 9 1984 r at san Franc1:sco-, Ca11f'orn:1a • 

, 
',' 
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