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OPINION

In Application No. 46719, Golconda Utilities Company GGUC)
seeks: authority for the transfer to it of a water ystem owned by
Kentwood in the Pines Commnnity_Associationi(KPCA);'authority,tou-'v
issue common stock in payment of Lts demand'notes issucd'tofK?CA'
for purchase of ‘the water systcmf gn order directing Kentwood in
the Pines Municipal Watex D:.strict (KPMWD) to transfer title to
the properties used by KPCA in its.operations an.order directing
Title Insurance and Trust Company and Union Title Insurance Company
to release to GUC certain deeds of trust wherein KECA is trustor-ie-
an oxder restoring to KPCA certain.water rights transferred to
othexs; and authority to £ile and apply KPCA' present water rates.

In Case No. 8054, Whisperxng Pines-Mhnlcipal Water
District (WEMWD) secks an oxdexr: declaring that each lot within
Whispering,Pines has certain watcr rights appurtenant thereto,
declaring that ‘all water diverted under a certain State. Water . l, :
nghts Board license is-required for the- reasonable domestic necds
of the property within Whispering I’incs" directing that, except
for omne specific customer, no users outside of Whispering Pines be .
sexrved with water diverted under that licens“- determining that e‘-
the Superior Court for San Diego County had Jurisdiction.to grant -
a certain preliminary Injunction; prohibiting.any successor of the
water utility s original owcexr from.violating the terms. of the B
diversion license violating a certain permanent ingunction, ox

failing to recognize certain appurtenant water rights, o

1/ All incorrect designatioms,. such as "Kentwood in. the Pizes Comr
munity Association? Inc.” and "Kentwood-in-the-Pines Community = .
Assoclation, Inc.,’ used by various parties, shall be.considered
herein to be "Kentwood in the Pines Community Association", "

2/ Incorrectly referred to by GUC as "Kentwood Municipal Water'
District’ :
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A public hearing on the two proceedings was held on a _
consolidated record before Examiner Catey at Julian on December 16,
1964. Copies of the application, the complaint the answer of
GUC to the complaint » and the notice of hearing had been served in
accordance with this Comission s zules of proccdure.' GUC pre- o
sented testimony in its 'behalf by its president and aiso called a
staff engincer to introduce certain factual information. |
Protestants presented testimony by a former attorney of KPCA and
by the president of WEMID and also ealled a former officer of KPCA
to verify certain documents. The president of WPMWD also presented
testimony specifically related to the complaint. Provision was |
nade for several late-filed exhibits to. be furnished by the |

various parties, Defendant KPCA. did not appear.' Both proceedings
wexe submitted on January 15, 1965.

Applicant, Complainant and Defendants

~ GUC 1s a California corporation owning - and/or operating
public utility watexr systems at Keeler in Inyo. County, at. Hinkley |
in San Bernardino County, and ncar San Bernardino in San Bernardinow .
County. It is a wholly owned subsid:.ary of Golconda International
Corporation (GIC) » @ Nevada corporation. The. pvesident of GUC is
also presrdent of GIC. He and other mem‘bers of ‘his family own
more than 50 percent of the stock of GIC He' and his wife were
menbers of the board of directors of KPCA when that body agreed
to sell the water system to GUC. : , ,

KPCA is a nonprofit California corporation owuing and |
operating public utility water. systens in two separate areas known- :
genexally as WhiSperlng Pines and Kentwood in t'ne Pines, _located
pear Julian in San Diego County. KECA did not Sofn fo the
application to transfer the watexr systens to GUC and did not

appear herein._




_ AL 46719, C. 054 ds

WEMD is a municipal ‘water ddstrict organited" and existing S
undexr the provisions of the California Municipal Water District Act _'
of 1911, The district boundaries encompass the Whispering Pines |
tracts and the land adj acent thereto cwned by KPCA. and used for. the \

development, storage and distribution of water to those tracts.

WEMAD has not yet underxtaken to own. or operate a water distribution '-

systen.
History ‘ o .

The water 3ystems serving WhiSpering Pines and Kentwood
in the Pines have been the sub)j ect of controversy since their
inception. Most of the problens which have plagued these systems
have been created by failure of the various o'oners to follow :
procedures prescribed by statute and by this- gommission. ,

The record in Application No. 29855 shows some of the
early history of watex. operations in the two. tracts known as |
Whispering Pines. In ox about the yeax 1929, one Edith Austin
Ayers (Ayexrs) subdivided those tracts and acquired so:ne 150 acres
of land adjacent thereto upon which there were certain springs ' .
which she utilized as the source of water supply for the tracts.
An wmdetermined number of purchasers of the 350 to 400 lots in the' |
tracts paid for shares of stock, at $100 per share, in WhiSpering
Pines Mutual Water Company, Ltd., from Ayers. ‘The' mutual water o
company stock was not issued 5 however, and Ayers apparently used
the proceeds from the intended sale of the stock as’ though such

funds wexe contributions in aid of construction\ o:E-the water- :

3/ The recoxrds in the following. proceedings were incorporated :
herein by reference at the hearing: A. 29855, oxriginal certi-
ficate proceeding; A. 40306, transfer to heirs of original
ownex; A, 40307, transfer o KPCA; A. 44452, rate proceeding
of KPCA; A. 45303 proposed transfer to KPMWD
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I system which she installed to sexve the tracts. 'Inasmuch'asfn ,plans‘ "

for the mutual watexr company were abandoned‘ the’ construction oi‘
the water system without prior authorization of this Comission o
was in violation of Section 50 (a) of the then Public Utilitics

Act (Section 1001 of the present Public Utilities Code) .

Ayers Operated the watcr system without authority of
this Commission until the year 1949, when she waz 8ranted a
certificate of public convenience and necessity. After Ayers
death in 1950, her estate was probated and’ distributed to her heirs
pursuant to a decree of the Superior Court in San Diego County.
After operating the system for eight years without authorization
of this Comnission, the heirs re<:p.:<~:.<.=;ted5 authority for their
acquisitigx} of the watexr system. Concurrently, the heirs |
requested authority to transfer the system to ICPCA. In their o
application, buyer and sellers pointed out that ICPCA "is better ,‘ ’
qualified to properly operate this Public Utility by virtue of the
perpetuity inherent in a corporatio ' o '

The record in Application No. 40307 shows that the
purchase price to be paid by KrPCA was 330 000 of which $lS 000 was
to be payable in cash and $lS 000 was to be represented by a
promissory mpote, payable on or before December 31 1958 secured
by a deed of trust covering the land and rights-of—way used for
the development, storage and distribution of water in Whispering
Pines. Although the decision7 in the proceeding permitted KPCA

to issue the deed of trust only during the period from August 24

Decision No. 43245, dated August 23, 1949 in Application v
No. 29855.. , o

Application No. 60306.
Application No. 60307, R
Decision No.’ 57222 dated August 19 1953.
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1958 through December 31, 1958, the autborized deed of trust *was"not "

issued, and all parties apparently relied upon the previous invalid :
deed of trust Lssued by KPCA on June 25, 1958 'rbe copy of the |
promissory note filed as required by the decision shows that the
note was assigned to two of. the original directors of KPCA :t.n
November 1958, for an undisclosed sum. *It also indicates that an
extension of time was made for payment of $7 500 of the principal
on June 30, 1959 and the remaining $7,500 on December 31, 1959.-_
Inasmuchk as the extension of time would have made the note payable
at periods of more than 12 months after the date of issue such
extension of time appears to have been invalid because without -
Comntssion autborization. | o -
Exhibit No. 4 in Application No. 44452 indicates that
KPCA issued: (1) bonds dated July 1, 1958, In: ‘the: total Sum of
$35,000, secured by a First ‘rrust Deed on the utility s real | |
property together with- a bill of sale on the physical property and :
equipment located on the real property, (2) a Second Trust Deed
dated November l» 1960, in the sum. of $10 657 503 and (3) a 'Ihird _
Trust Deed, dated October 1 1961, in the sum- of $8 885.48 The
exhibit states that the $35, 000 related to the First 'J.‘rust Deed
was provided by various residents of the area who became bondholders :
of RPCA, for the purchase of tbe Whispering Pines water utility
properties, whereas the Second ‘rrust Deed and '.T.’hird 'Irust Deed were |
related to funds whicb had been provided by two of KPCA'S original-'
directors, allegedly for- operation. maintenance repairs and. other )
utility purposes. The exbibit shows that KPCA had not applied forv-- i
nor received authority to issue thc evidences of indebtedness and

to encumber the utility property. The exhibit states that KPCA
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planned to request Commission authority to reissue its notes in i
exchange for the invalid obligations.

Exhibits Nos. 1, 6 and 7 in Application No. 44452 indicate '_
that KPCA: (1) installed a separate water systen to serve Kentwood-
in the Pines, ah area mot contiguous to KPCA's line, plant or system "
serving W’hispering Pines; 2 restated its boolcs to show plant costs
in excess of original costs actually incurred" (3) _exacted: contri- o
butions in aid of conStruction from new customers,v and-- (4)‘ could
not account foxr over $21,000 of its funds which had apparently not
been spent for utilicy purposes. All of these actions may well
have been In violation of the- Public Utilities Code > the filed
tariffs of KECA or accounting procedures prescribed by this )
Commission. As stated in Decision I\Io0 66255 dated November 5, 1963 , |
KPCA's "entire method of operation appears to involve a deliberate |
diszregaxrd of the Laws relative to either certificates, reports, or |

issuancc of sccuritics"."

Decision No. 66255 also denfed Application No..45303 of o

'KPCA to sell the Kentwood portion of the water systems to KPMWD
The Commission found that the proposed transfer’ would have been

adverse to the public interest. Exhibit No._ 5 herein shows that

two of the directors of KPMID were holders of the Second 'rrust Deed .

and Third Trust Deed referred to. hereinbefore. ‘

Decision No. 66255 authorized a 26 percent increase in
KPCA's rates and required KPCA to adopt straight-line, remaining
1life deprec:.ation, to correct its depreciation reserve and. plant
accounting records, to app1y for Commission authorization for all
long-term debt, to flle reports showing proceeds and disbursement

of funds from the long-term debts 5 to determine and record amounts
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received as contributions in aid of construction, and to submit a
repoxrt accounting for the missing $‘21 400. Except for filing the-~ ,j |
increased rates, KPCA did mot comply with the order. | ‘.

Paragraph V of the application hexein’ states that, on
March 10, 1964, KPCA was without funds to continue the utility |
operations. KPCA and CUC entered into the agreement attached to
the pleading as Exhibit No. 1, providing for GUC to operate and ',
~manage the water systems. . Exhibit No. 14 herein, copies of K.PCA" : ,' ‘
minutes, shows that GIC's president and his wife were elected on
harch 14, 1964 by the KPCA board of directors. to fil]. two | |
' vacancies on that body, that on May 23, 1964 ‘the menbers of the\yl
board of directors recommended sale of the water systems to GUC |
and that the directors than all resigned. Exhibit No. 2 attached
£o the application, the bil‘.l. of sale for the transfer of the
utility systems from KI’CA to GUC Is dated May 23, 1964

GUC's president testified that GUC had issued unsecured
{nterest-free demand motes to KPCA in the amounts. of $37 690. 15
and $42,069.14 in payment for . the water systems. The notes,
Exhibit No. 6 herein,! prov:.de that the holder thereof will accept
shares of GUC stock when issuance of such stock is’ authorized by
this Commission. GUC's president further testified that the notes
subsequently had been acquired by GIC the parent corporation of
GUC, for a price "in the: neighborhood of" $10. GUC and ¢Ic ¢
jointly and severally agreed to indemify the directors and -
officers and those members approving ia writing the sale of the
systems, against all actions, proceedings, claims and demands and

against any loss, damage or injury whicn they may in any manner ‘

sustain by reason of the sale, and against all costs, danages or‘ T

expenses which they may pay or incur in\\consequence of the sale.f"_ .
: V-‘..,_'__j ST .o

\‘Mw
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As indicated in.the discussion hexein of the utility s *rt“JJ
history, KPCA may have Violated the Public Utilities Code and
various orders of this Commission° an oxder wrll be rssue¢:
instituting am inwes igation into—KPCA's operations. “ |

Proposed Transrer

There axe two questionable and significant aspects to the |

transfer proposed In Application No. 46719. .

(1) Tke disPosition by KECA of its assets in
exchange for GUC's promissory notes in the total smounr
of $79,759.29 and subsequcnt sale of those notes to GIC
for approximately $10 would leave KPCA.with no mesns oF~- 
paying its remaining lisbilitfes. It is | quite cleer, and
we so find, that, pursuant to Section 825 of the Public
Utilities Code, the bonds and deeds of trust issued by
KPCA are void. Neverthcless, wembers of the public .
apparently purchased the bonds without being aware that
they wexre invalid. Thcse circumstances nilitate against
a finding that the proposed,transfer is-not adverse to
the public interest. o | |

3] The agreemcnt by~which GUC and GIC prOpose to ”
indemnify certain KPCA directors, officers and membe-s -
from consequences of the proposed sale is s form.of
indcotedness with indcterminate timing and smounts of
payments. Neither GUC nor'GIC havc shown that they
have the ability to pay the significant sums which
might possrbly result from litigation.invoIVing the B
indemmitees. These clrcumstances prcclude a finding
that GUC has the financial resources to~acquire and

operate the systems.
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Proposed Stock Issue

If the proposed transfer were authorized it would not be
appropriate for this Commission to authorize GUC to issue $79 759
par value of its common stock in payment of its two demand notes ,
aside from the fact that its parent corporation paid only about $10
for those notes. If KPCA ultimately is required and permitted to
make good on its stated intention in an earlier proceeding to

request Commission authority to reissue evidences of indebtedness

and encumber utility property, it would not be' proper to authorize

issuance of stock now which would be in duplication of whatever
encxmbrance might later be authorized. | |
KPMHD Transfer |

GUC alleges that certain property sold to I(PWD by KPCA ”“

is used in the utility operations. 'I'he record will not support a
finding as to the validity of the transfer because GUC did not ' _
establish the utility status of the prOperty in question. We do not
reach, therefore, the question of our Jurisdiction to’ requ:.re KPNMD
to make the requested transfer. The status of the property in
question will be considcred in thc investigation of KPCA to be
opened by this Commission. T -

Deeds of "‘rust Bonds and Notes

Decision No. 57222 authorized KPCA to purchase the =
Whispering Pines system on the basis of $15 000 cash and $15 000 |
indebtedness. The resulting 50 percent equity would have provided “
a reasonably sound capital structure. KPCA did not disclose that ,
it did not have the $15,000 in cash and that it intended to finance -
the acquisrtion entirely with borrowed funds. ) It is extremely

mlikely that the Commission would have authorized the $3S 000 bond.‘.-v“
h o
‘

I
il
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issuve and the associated first deed of trust, leaving KPCA.with no

equity whatsoever in the system. | _ ,
The second and third deeds of trust are apparent1y~re1ated
primarily to the Kemtwood system installation. Even’ if KPCA.had
finaneed the‘Whispering Pines system.with 50 percent equity, it
would not have been appropriate for the utility to incur'further
indebtedness for any portion of the Kentwood system.which properly o
should have been £inanced by advances from,the real estate devel- B
Opers, pursuant to the utility s filed main extension rule. i" ,‘
| GUC.requests an oxder of this Commission,requiring the o
holders of the deeds of trust to ‘release them to GUC Conversety,
the attormey for various bondholders-moved that this | -
Coumission authorize and direct the reissuance of valid bonds in
exchange for thelr invalid certificates. Neither action is appro-'
priate because: (1) although werfind that the deeds.of trust, bonds
and notes involved are all void they may be of use to the holders k~
thexeof as evidence in any court aetions against the parties ‘
responsible for issuance of the‘documents, ‘and (2)_thistonmission‘_
1s empowered to authorize, not-direet,.the xssuan¢eioffé§1a¢nc§;¢fg
indebtedness and encumbrance of utility property.- _ o
- Counsel for various bondholders argued that the illegal
bonds were, in effect, "demand bonds"'not requiring.Commission ”"
authorization. This argument is- not valid because- (l) the bonds ty
included a provision permitting&them.to become payable at periods |
of more than 12 months after the date of issuance, and (2) the
bonds provided for encumbrance of utility plant.,
~ Coumsel also argued that the-utility plant covered by the-
bonds and first deed of trust should be presumed conclusively to be
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nonutility plant pursuant to Section 851 of the Publ:‘.c Ut:.lit:'.es '
Code, which provn.des, in part: ‘ |

"Nothing...shall prevent the...encumbrance...by
any public utility of property which is not
necessary or useful in the performance of its
duties to the public, and any disposition of
propexty by a public utility shall be
conclusively presumed to be of proPerty~thCh \
is not useful or necessary in the performance
of its duties to the public, as to MY ees .
encumbranceyr dealing with such prOperty in
good faith for value....”.

We do mot concur in this view. A party cannot . be sa:’.d to huve
acted "in- good fa:'.th" if he has not made a reasonable :’.nvescrgation “
and determined that the property :anolved was not useful or neces~

sary in the utility's operatn.ons. Th:ls obviously could not be true -

of land upon which are located the Springs wh:.ch are the sole source o

of supply for the Whispering,PineS-water system. Mbreover, bond-
bolders hexe were familiar with the property, and there ‘Was no
showrng that they'belleved in good faith that it was not useful
or necessary. o . |
KECA apparently has issued certain demand"notes;‘the‘\
liabilicy for payxent of which is not proposed to be assumed by GLC.p
For example, the attorney who advised and’ counseled KPCA.from.its
inception testified that payment,has‘not been made on notes he
accepted from KPCA, nor on brlls’he has rendered to- K?CA for part
of his services. h}: L

Whevland Case

Ayers failed to provide purchasers of lots in.WhlSpering

Pines with shares or memberships in a mutual water comp*ny. The o
record herein does not show whether Ayers. expressly deeded any
"watex rights” to lot purchasersror whether ‘the promised snares or

mcmberships in a mutual water company came to be commouly and
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improperly termed "water rights". In any ovent, Ayers appropriated

and diverted water from Bamnex Creels and delivered it to the o
residents of Whispering Pines for ovexr 20 years before those
Property owners brought a class aetion in the Superior Court for the
County of San Diego against Avers to have the:l’.r ”water rights“ :
adjudicated. That action, No." 141424 commonly known as the
‘Waeyland case", was imtiated because Ayers had announcod her :
intention to obtain a certificate of publio convenience and neoes-
sity from this Commission and subsequently to serve additional ,areas
vwhich were outside WhiSpering I;:[‘.nes.' The Wheyland easve. was .;ettled
on September 23, 1948, by a stipulated Judgment declar:.ng that there
is a permanent primary domestie water right as to each lot w:.thiu
the Whispering Pines tracts,. from Ayers Banner Creek source.
GUC contends that the stipulation made by Aye:s n.n the
Wheyland case constituted the transfer of utility property, in the
form of water rights, without Commission authorizatn.on. GUC as‘xfcs
this Commission to issue an order restoring the water rights to
XrCA. WEMWD takes an. opposing view and’ requests this Commission to
affirm that each lot within WhiSpering Pines has apourtenant thereto
2 permanent and paramount right to a supply of water for domestic |
PUTPOSES.. I |
| - The record here::.n does not show whethor the stipulated
Jjudgment in the Wbeyland case established water rights in lieu of
the previously prom.sed shares in a mutual watexr company or- merely
confirzed prevzous water rights whieh had come into be:.ng by deed
or othexwise. Without this in...ormation and p.roor of the dato of any
dedication to public use, no f£inding on this issue can be made. , Th;.s-
subject also will be covered by the investigation of K:PCA to 'oe o
opened by this Com:.ssion. . | | |
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Mushet Case

- In 1951, varilous ownexs of property riparian to Banner
Creek brought suit in the Superioxr Court for the County of San
Diego to en;oin the appropriation and diversion of Banner Creek :
water for del:.very to Wbispera.ng Pines, Julian and vicin:(ty., That.
ac..ion, No. 166880, commonly lcnown as the ”Mushet casc",‘ apparentlyl_ :
was precipitated oy Ayers' heirs prepanng to deli.ver Banner Cree’c '
water In large quant:.tie.-,. to Julian Mutual Water Company. 'Ihe |
Mushet case was settled on May 23 1956 by a st:z.pulated Judgment
which declared that the Ayers water system had a pre script:tve right""
to divert 17.5 acre-feet (762,300 cubic feet) o£ water annually .
from Bammer Creek. In 1958, a supplemental compla:.nt was f:.led n.n .
the Ifusbet case, maldng K:ECA a party thereto. Tbn’.s f:l’.l:tng was
prompted by KPCA's plans to supply the Kentwood area w:'.th Banner
Creek water. A st:x.pulated Judgment entered there:.n on August 25
1960 placed a further limitation on diversions from Banner Creek |
requiring that the diverted rate of flow shall not cxceed 0 03 cub:[.c 8
feet per second (13.5 gpm) . "
MeNichols Case

In 1964, various individuals and-WPM&b filed af" complaint B

in the Superior Court for the County' of San Dr:tego, asking the court'z :
to restrain KPCA and GUC from prosecut:!.ng an application to ‘the ,
State Water Rights Board for a perm:.t to extend the use area of the
water entitlement under License '\Io. 4759 of that Board and from
providing water to any property or user located ou...*::[.de the two
Whisper:’.ng Pines tracts and mot thcn served * That act:ton, No.
232736, which we shall call the "McNichols case", also reqnested
other relief relative to recognit:.on of paramount water r:.ghts of |

users within the Wh:'.spering Pincs tract...
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On June 19, 1964 the Superior Court granted a temporaxy L

injunction prohibiting KPCA, and any successor: or agent from .
delivering water to: Camp Bishop Stevens, owned by the- Protestant
' Eplscopal Church, when such water is reasonably requ:.red for
domestic purposes within the two WhisPering P.mes tracts.
"Reasonably required” was defined as any actual weekly dol:'.very to
the two tracts up to l7 500 cubie feet > with the further require-‘
ment that thexe be at least 100,000 gallons of wat ter in the |
200,000-galion xesexvoir. whenever water. 1s delivered to Camp Bi shop
Stevena. | SR
WEMAD n.ndicates that tr:'.al of the MeN:Lchols ease is. to be
defexred untlil aftex Commiss:ton aet:a’.on herein. -

Restriction of Serv:l‘.ce Area R

- KPCA has not been ordered proviously by th:x.s Comission
to limit its service area. In the absence of sueh restri’.etion,
Section 1001 of the Public Utiln.ties Code permn.ts extens:t.on :i‘.nto
texxritoxry eont:‘.guous to the ut:x.lity, lines, plant or system. - .
Section I.E. of General Ordex No. 96-A requi;rea, however, ‘that the
utility shall file revised tar:f.ff serv:’.ee area. maps for sucb
e*ctensions, before commencing serv:t.ce. | o |

| WEMID requests an order of this Comiss:’.on which would
require that KPCA's Banmer Creek sourees and WhiSpering Pines water
system be used solely for the two WbisPering Pinos tracts and one
specific cottage outside those tracts., WPWD bases th:.s request
upon the requirements and restrn.etions ineorporated in the Judg- o
ments in the Wheyland and Mushet case - and. upon KPCA'S estimates
that the preaent development w:.thin WhlSpering P:ana will requ:.re
greater peak deliver:tes in 1965 than can be diverted legally- lrom .

Banner Creelc. ' :
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We f£ind that KPCA's Whi per:tng P:Lnes system has been
dedicated to sexve all of the lots in Wh:'.spering Pines, as :’.s
evidenced by the area certificated by Dec:.sion No. 43245 and the
tariff service area map now on. f:.le for KPCA. 'I.‘he Mushet Judgment
which established a right of only 17.5 acre-feet per yoar, has not
been challenged and may be assumed to be in full force and effect.

The testimony of GUC s presn.dent shows that, even w:.tb less thsn

150 of the appro:t:.mately 350, Wh:lsper:.ng P:.nes 1ots us:’.ng water,

about 10.4 acre-feet of water were used w:.thi.n the o' tract°
during 1964. It is apparent, then, and we so find that the entire
Banner Creek entitlement will be needed for the present dech.ca ed
area of sexvice long, before all of the lots are occup:ted. Undcr |
these c:.rcumstances, and whether ox: not the stipulated Judgment in
the Wheyland case is valid, it might be contrary to the puolic \
interest to add permament customers outsidc of the presen.t

dedicated area of sexvice. This :!'.s an apprOpriate subject for :
further review in the gommission s :.nvest:’.gation. of KPCA. In the N
meantince, the oxder herein w:!.ll prohibit tbe add:ttion o’E permanent;' ;
customers. ‘ | | | |

The testimony‘_-ref GUC_’_S“'presu‘.‘dent :‘.r_xd:‘.‘cetesthet:water"_ S
sexvice from the Wh:.spering Pines system hasl‘aiready beeri extended N
to seven customers, includ:.ng Camp Bishop Stevens, outside of the
Whispering Pines tracts. Of these' customers, only Camp BJ.ShOp
Stevens uses suffic:.ent water to’ cause a sigm.:E:.cant dra:'.n on ..ae
Bannex Creek dn.vers:l’.ons., Semce to present customers other then g
Camp Bishop Stevens will be pemtted to. cont:“.nue on a’ permanent |
service basis. It is apparent, and we f:md that the temoorary

inj unetion in the McNichols case will provu‘.de reason ble :T.nrer:t'.m




protection to lot owners iIn Wh:‘.spering Pines unt:‘.l the question of . SRR

dedicatlon, the legality of KPCA's extension of service to Camp'f w
Bishop Stevens and other related. matters can be covered In the
Comm.ssion s investigation of K‘ECA..

F:.ndins:s and Conclus:!‘.ons

In addition to the va r:[ous detailed findings :I.n the -
forego:‘.ng opinion, the Commission finds that- ' |
1. The proposed transfer to GUC of the water systems owned

by KPCA, under the terms set forth herein, i'.s adverse to the publ:i‘.c;' -
intexest. |

LN '

2, TFor the foreseeable future it will not be adverse to the
public intexest for GUC to manage and operate the water systems e

owvned by XPCA, in accordance with the agreement attached as Exm.brt
No. 1 to application No. 46719. ‘

3. The present tarliff service area maps on f:'.le by KPCA do
not show clearly and eompletely the present dedicated areas of
service.,

4. The present source of supply for the Whispering Pines
systen is not adequate to supply the ult_:f.mate needs o‘:E‘ the pre sent
dedicated area of sexvice in and near WhiSpering ‘P:’.nes', " and.
adequate proof has not been nrescnted that the present souree of
supply of the Kentwood system ¢an supply more than the ultimate
needs of the present ded:.cated area of serv:'.ce :I.n and near Kentwood
in the Pines. . | - _

S. There Has been no showing that the’ issuatce by KPCAof -
$35,000 in bonds primarily for purchase of the Whisperirig ?ines “"
system is appropr:x’.ate and #:oul‘d vresult' in a 'woricable‘ capi-tal‘ .

‘structure. In any event, this Commission is not ‘eﬁpowered,;._toj;; :
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direct the iSsuance of such securities, as requested in»the motion o
made on behalf of scveral holders of invalid bonds, nor has KPCA
applied for authority to Issue them.

| The Commission concludes that the: transfer of KPCA'
watexr systems to GUC Should be denied, that GUC should be B
authorized to manage and operate those systems pursuant to the
agreement between the two utilities, and that appropriate restrlc-t

tions shocld be placed on. aervice areas and delivery of Surplus

water.

IT IS-ORDERED that"' , o
1. The apolication of Golconda Utillties Companv (GUC) is
cenied. ' o - .

2. Xentwood in the Pines Community Association (KPCA) and

GUC are autnorized to carry out the terms of the agreement attaehed o
as Exhibit No. 1 to Application No. 46719, p::ov::dmg for the
management and operatxon.by Guc of the water systems owned by o
KPCA in and about‘WhISPering Pines and Kentwood ln tbe Pines, San tft“-f '
Diego County. | | "‘ o 5
‘ 3. Within ten days aftcr tbe effeetivc dater of thls order,v
GUC shall file on,behalf of KPCA,revised tariff service area meps
clearly showing: |

(a) The boundaries of the WhiSperxng Pxnes area
cexrvificated by Decision No. 43245, dated
Lugust 23, 1949, in Applicatzon No. 29855,

(b) The bowmdaries of any-additional prOpertiee\
other than Camp Bishop Stevens, which axe
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outside the cerxtificated area but which
have been furnished permanent water ‘
sexvice from the Whispering Pinmes system
prior to the date of this order.

The boundaries of Camp Bishop Stevens, with
a notation showing that only surplus water
is to be provided to that customer, in
accordance with the temporary injunction in
the MeNichols case,

The boundaries of the water system and area
sexved in the Kentwood in the Pinmes tracts.

The boundarics of any additional'properties\

which axe outs®de the Kentwood in the Pines

tracts but which have been furnished permonent:

watexr service from the Kentwood system.prior

te the date of this order., : . :
Such £iling shall comply with General Ozder No. 96~A. The effectzve 
date of the revised tariff sheets shall be estsblished by supple-.7,fe'

mental order herein. . v o

4, Tntil: otherwise authorized by further order of this

Commission, neither KPCA nox any successor ox agent thereof o
(including GUC) shall extend oxr provide sexrvice outside the service

area delineated on the tariff sexvice area maps to be- filed

pursuant to Paragraph 3 of thls order.

5. The motion made on behalf of various bondholders, ask:tno |
this Commission to authorize and direct the reissuance of valid bonds
in exchange for their {nvalid certifioates, is denied.‘
| 6. In all other respects, Case Vo. 8054 1is dismissed.

The effective date of this order shall’ ‘be twenty days
- after the date hereof ' '

: Dated at __  Sen Franciseo
day of _ Hlfeer. , 1965.

oL LGOS S, oners
Commissioner Frederick BoHoXobols, belng
=19~ necossarily absent, ¢id not participate
in the diSposi'uon of thi.» proceodi.ng._




