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Decision No. 

:S~ORE THE PUBLIC tTIILITIES COMMISSION OF THe STATE OF CALIFORNIA 

In the Matter of the Application of ) 
EDGAR C. HOI.I.A1"D ~nd LEE' FOSDICK" ) 
doing business as SfJNSET WAt.:::..~ CO .. , ) 
for permission to sell water for ) 
domestic purposes to residents of ) 
SUNSEt TERRACE. ) 

Appli~t1on No. 42308 

Laurence B. Myers for applicants; 
Los osos Valley Water Company, by Lloyd E. Somogyi, 

protes~t; 

John E. Johnson for Cotm:lission staff. 

OPINION A~~ ORD~ 

By this application, filed May 31, 1960, Edgar C. Holland 

and Lee Fosdick, in a jOint venture known as Sunset Water Co-., seek 

a certificate of public convenience and necessity in order to provide 

public utility water service to a real-estate subdiviSion, of which 

th~y are the developers, located in the South Morro Bay area of San 

Luis Obispo County. !'he subdivision is generally kno'Wn as Tract 

No. 185 Sunset ·Terrace .. 

Public hearing in the matter was held before Examiner 

F .. Everett Emerson on July 12, 1960, at San Luis Cb:i.spo. The matter 

was submitted on such date and now is r~ady for decision. 

Applicants own a parcel of 140 acres of land, of which they 

have developed approximately SO acres into 84 reSidential lots known 

as Sunset 'I'~rrace Unit No.1. They have installed in said Un.i.t No. 1 

a system of water mains and service connections for each of the lots. 

Six standard fire hydrants are connected to the system. As of the 

date of hearing) one residence was un~er construction. The supply 

for the'. system consists of an 8-inch gravel-packed well, lying about 

500 f~et to the ease of Unit No. 1 on land ~~ed by applicants, ana 
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is one which has been in existence for. a number of yea.rs but only 

recently rehabilitated by applicants. Water storage for the system 

consists of a 60,OOO-gallon redwood tank located about: 1,150 feet 

south of Unit No.1. The syst;em was designed to comply with the 

provisions of this Commission r s General Order .. No.. 103. 

Plans for future development of the 'balance of the 140-3c:e 

parcel or for the ~ture water sys~em to serve the same are presently 

unknown.. However, applicants propose to place a second "Aell in 

operation at such time as 20 eustO'!:llers may be connected to the 

system in Unit No. 1 and propose to erect a second storage tank when 

100 customers are served.. Ap?licants intend that their water system 

serve only their o"m lands .. 

Applicants pr~pose to sell water at fla~ rates, using 

meters only for the purpose of curbing the' w3.seage of water by their 

customers. The proposed rates are intended to'p:oduce the same 

r~venueS as would be produced if the water rates of the Los Osos 

Valley Water Company were applied to applicant's Sunset Terrace 

system. Applicants have estimated that the Sf item will produce 8. 

nominal amount of net revenue when 84 customers. receive- full water 

service. 

Los Osos Valley Water Company, .:I. public utility "Under the 

jurisdiction of this CommiSSion, protests the granting of a ~er­

tificate :0 the applicants herein.. Applicants' subdiviSion lies 

within the area in which this water utility has held itself out to 

Serve. The l40-acre parcel of applicants is contiguous to the 

westerly boundary of an area which is in fact presently served by 

the water utility.ll 

il Witness Lambert testifieQ that the water utility has a customer 
"just acrOSS the street" from applic.lnts' property. 
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Applicants made inquiries of the utility, during the summer 

of 1959, respecting the availability of water service eo their then­

proposed subdivision and were informed that the utility would provide 

service under the terms of the utility's main extension rule.. Mutual 

misunderstandings developed amongst the parties as to· zhe requirements 

for the physical system, as influenced by conflicting :requirements of 

the utility and of local public authorities, and .as to the provis:i.ollS 

and application of the utility's main extension rule. Applicants, 

discovering what they thought to be a latent ambiguity in the standard 

form contract for main extensions offered by the utiliey(respecttng 

optional methods of refunding advance payments for syseem construc­

tion) became distrustful of the utility. ~gotiations were broken 

off and applicants proceeded to construct their own system. 

The water utility has made numerous ~provem~ts to its 

system in recent years. It has enlarged its water mai.~s, obtained an 

~dditional source of supply and bas considerably increased its water 

~tora.ge. It has plsns for additional improvements, including a 

second 230,OOO-gallon storage reservoir south of applicants' tract. 

If it were to serve applicants' tract from this reservoir it would 

pro·T.idc greater water pressure than applicants' system provides. It 

is a going concern, adequately Serving the public. 

It has long been the policy of this CommiSSion to protect, 

~herever poSSible, the existingutil1ty in any territory where it 

appears that the utility is properly discharging its duty and obliga­

tion to the public. In this instance, the ut~lity is ~endering 

reasonable service a~ proper rates and is fulfilling ade~tely the 

euties which it owes to the public. It holds itself out~ and is ready 

and willing, to serve the entire area in accordance with rules which 

are presently in force and on file with this Commission and at rates 
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which this Commission bas found to be reasonable. Unless first 

properly ~uthorized by the Commiscion) no ext~cion of service 

may be insta.lled under any &rra:-:ecscut or agreement the terms 

of which deviate from the utility's filed rates or rules. 

The utility's growth must generally be westward from its 

existing. system of water 'Q8.ins because of terrain o'l1ld the existence 

of an adjoining publie wat~ district. Granting a certificate to 

applicants would essentially block the logical growth of the utility. 

The desire of applicants to enter the water utility 

bUSiness so as to promote the sale of their lots and homes is in no 

wise controlling as evidence of public convenience and necessity. 

Public convenience and necessity is best served by tile extenSion of 

existing utility facilities and the Commission finds the fact so ~ 

be. In view of the evidence, the Commission findS tba1: the applica­

tion herein should be denied; accordingly~ 

IT IS ORDERED that the application of Edgar C. Holland and 

Lee Fosdick for a certificate of public convenience and necessity for 

operation of a water system in Sunset Terrace ~ San I.uis Obispo County, 

be and it is hereby d~ied. 

The effective date of this order shall be twenty days 

after the date hereof. 
San Fr.:l.n,.; .. -Dated at _____ -...._" ___ , California, this ,r;;. 

1'", =-- day 

f S::' ~ j" ::'j',J!:)",r. 1960 o __ -_'_-_'1_'"'_.1:"' _____ , • 

COtmrJl.ssiOners 

Co~1 s:::1 on~!' ... ~9.9~.qr.~J. ••• Jc"''''c.r •• be1~g 
ncecs~ar1:~ ~b:cn~. ~i! ~ot ~~~ticl~te 
i~ ~hc dis~o~itio~ 0: t~i$ ~roceodi~. 


