
Decision No. _7_3_1_,_5_6_, __ _ 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Application of -John Pestana (dba ) 
John Pestana Water Co.) to annex ) 
adjacent land 'to the ,franchised' ) 
area of the water system; ~ 

Application No. 49078 
(Filed'Ja,nuary' 12, 1967) 

Chester L. Beltz and John Pestana, for applicant .. 

J'e1h W. Bartholow, Assistant County Counsel, for 
t e County of Santa ,Cruz. , 

John Gibbons, for the Commission staff. 

OPINION 
-.-. ... - .... ~-, \ 

,-

Applicant requests authority' to eXtend'water facilities and 

service to ,an 11.5 acre, presently unsubdivided parcel of 'land, 

planned for ultimate subdivision into 42 resideneiallotscontiguous 

to the northwest boundary of: 'the present service area" located about 
, , 

one and one-balf miles east of' the city limits of santa Cruz.' 
I 
I 

The'application was set for hearing following 'unsuccessful 

attempts by the staff, during its rout:ine 1n""estigaeion·,. to elicit 

from the ut1lity'soff1cials'pert1nent 1nformationonthe ownership' 
, . ... 

of the utility, the eost, and financing of previously authorize~ 

extensions, and basic data, not stated in 'the application .as ,required 

by R.ule 18, Revised Rules of Procedure, bearing. upon the:· current 

request. The application w~s heard and submitted on June 23:., 1967 

at 

The record includestest::tmony from: Chester L.. Beltz,·· 

operator of the system.ancl'former Owtlcr of a nearby public utility 
, ~ , . 

water company; John Pestana; sole owner of the utility according to 
, . . 

Commission records (Decision No·. 61714, March. 2I, 1961, .. Application' 
.. /. 
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No .. 42652 and Supplemental Decisions Nos.·;,~:63203- (1962)" 63767 (1962) 

and 70196 (1966», but: now, in light of this, record, c1a.:tmitlg au 

equal interest with a . Mrs.. Corrine U.. Chirco, of Los Gatos, with no 
I • '.' , , " 

evidence of. COmmission authoriZation for ~ny'suehpurported er~ns£er 

of a proprietary interest, as required by ':Section ~Sl" Public 
':; 

Utilities Code; and a Commission financial! examiner, co~author -of· 

theS1:aff's report of its field i':c.vestigation of, the utility's sys~ 
. I ~,':,.' . 

, . 1(' 

and- records, dated May 8, 1967 (Exhibit l)~ 

The staff, in its report and at.~hecloseof 'Chehearir:.g, 
• 1,1 " 

. I 

recommended that if the application be graneed, the effect:ive date ' .. . , 

of the authority' .be. postponed until applicant has 'taken appropriate 
• 1'1 " ,.; • - ' 

steps to rectify,: and advise the Comdssion. when done, cereain 

deficiencies in his operating practices ana: ac:countingprocedures, 

shown by this record as 'follows: 

a. Apply to theS.a.nta Cruz Coun:y Realtll Department / 
for an amended water supply permit in the name 
of the owner, or owners, of the utility., 

b. Supp-ly, 1n.the forra.'of an exhibit, specific 
documented: . information on zb.e costs of existing 
plant installations for Tracts 230, 323 and 
438 (except for minor plant additions 1n$talled 
during 1965 and 1966), 'With special reference 
to purported·contributions in,aid of· construe
tioo. amoU':lting to $72,397;.-87 for ehe three· 
tracts. ' . 

c. Supply, in the form of an exhibit, a description, 
including plans and deeailedeost estimates, of 
facilities to be extended to a~d insea1led in 
the 11.5 acre parcel of land for which authority 
is here sought, together with information concern
ing the proposed method of financing such installa
tions, i .. e .. , whether by refund3ble· advances for 
construction pu:suant to applicant's Rule lS, ,., 
Water Main Extensions, or by contributions in" 
aid of construction,. giving the names, and addresses 
of those who are. to m.ake, the advances .or:.cOtltribu
t1o'O.s' andtlle . amounts to be ,adva.nced or Cont::'iouted~ 

"I ," • 

. '" 
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d. Either execute main extension contracts in 
accordance with applicant's Rule 15, or supply, 
in the form of an exhibit, copies of letters 
or other documents from contributors showing 
contribution of'the cost'of existing in~tract 
water fac1lities, for Tracts' 323 and'43S. 

e. Set up, and advise the Commission when that bas 
been done,. ,formal books of account and, re~rd 
therein the actual cost of existingw.a.ter plant 
facilities,. such costs to be supported by 
invoices or other documents. The method of 
financing such ins~llations should be 
sufficiently documented to permit staff 
verification. Sources of funds for plant 
already installed should be properly c~ssified 
in the formal books 0: s.ecount .as propnetery 
capital, advances, for construetionand, contribu
tions in aid of construction,. as appropriate., 

The deficiencies in applicant's practices .and accounting 

methods revealed by th1s record are not" in our opinion,. serious 

enough to warrant 'ultimate denial of the application,. unless applicatlt 
, , , ' 

fails 0; refuses to' take the action, indicc:tted above~'to·,correcttheo. 
The present system is" capable of, serving ,about 400' metered' residential 

, ' ' i ' 

customers plus the local school, and its facilities meet required 

,',' 

minimum design and construction s~ndards.' Only 188, meter~d re.siden- V'/' 

. . . i 

t1al customers and the school were serVed at t~' end of'1966,wl:.::.le 
. " 

thenumbe: of lots in the three, presently authorized,tracts" p1\:s, 

the 42 included in the 11 .. 5 acre par.:el here, tot31306 • 
.. , 

Applicant's questioned practices:, so br asa~pears on this 

record, seem to have evolved not so much. from. intentional disregard 

of normal regulatory procedures as 'from somewhat informal, corporate 

arrangements for de~el~pins the area (the corporate entity, Sanu Cruz 
, , 'I •• ,. 

Gardens,' has been suspended·: by tb.eFr.anchise ~axBoard'~ ,for reasons 

not disclosed by" this;, r~cord). . ' , 

'tbis ,. together withinac!eql.!ate'recor~, , . ' " 'I .:,,) , , 
"' ". 

"J 
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, , 

keeping by a former bookkeeper and the failure of the utility's' 

officials to observe normal procedures, including provisiOns of 

General Order No. 96-A requiring prior autbority for rule deviations, 

'has, contributed to: the accumulation of irregular practices' noted 

above. 

Although the record hints that the City of Santa Cruz, at 

someunspecifiec:1 future time', possibly may be interested in acquiring 

applicant t swatersystem, we see no reason for not insise1n& that the 

utility now put its house in order. Accordingly, weadopttbe. staff's 

corrective recommendations, mentioned earlier, as reasonably des18ned 

to effect that result~ !be utility's officials, at the:hearing, 

indicated their desire to comply with; whateVer rcqui%c.mcnts.: may: be 

necessary to achieve a more normal regulatory climate. , . 
. :: . 

...' '. 

On ~he question--noted in the staff'sexhibit--concerning 

the lack of any Co~ssion record authorizing an asserted transfer by 
. " 

JohnP~stana toMl;s. Corrine U. Chirco of a one-balf proprietary 

interest in the water system, we perceive no insw:mountable<liffieul~ 

to authorizing, that transfer here. The uncontradicted testimony of 

Chester L. Beltz) managing operator of the utility, given' while under 

cross-examination and in the presence and hearing' of JormPestana, 

1sthatJohn ?est:aria anclMrs .. Chirco each. h3.ve a one-~lfif1eerest, 

in the water system.. 

Although a transfer or other disposition of utility, property 

without, or ehatvaries from, prior Commission autho:izationis void 

by Section 851, I>ublic Utilities Code, we do not believe that the·: 

Commission's regulatory authority is so circumseribed:as to r~der 

it ito.potent to adopt corrective procedures, in ,a particular case 

when thC facts warrant~ that 'will tend to minimize the burden on both 

a utility ,and the Commission, ',required to'bring· the utilitY-up ',to' 
., ., .' 
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no~loperating and :regulatory standards. Authorizing, in this 

pr~eeding, the transfer by John Pestana to Mrs. Chi:rco of a one-ba1f 

interest in the water system is a. reasonable eor:rectiveaction in the 

circumstances disclosed by this record. 

The Commission finds, on this· record, that: 

l_ Applieant, John Peseana,. by Deeisi01l. No. 617l4, elated 

March 21, 1961 in Application No. 42652, was· granted, in his own %!ax:e 

as sole proprietor, a. certificate o£public convenience: and necessity. 

and authority to'cstablish rates and rules fora public utility water 

system.' to serve lOS. lots inTraet 230, Santa Cxuz Ga:rdens, near. Santa 

CX'\.12:, California, subject to certain =estrictions as to 'Che number of 

customers. and the area to be served. Said decision required that all 

facilities to serve said Tract 230 be financed from personal funds ox 
sa.id John Pestana. 

2.. Pursuant to supplemental opinions andorce%'s thereafter , 

issued in Application No. 42$52, saiQ customer service and area 

restrictions were modified to authorize: (a) service to al1'custo=ers 
, " , 

in Tract 230 (Decision No. 63203-,datec1 February 6, 1962); (bY serv'.ee 

to a contigUoUS: subdivision, Tract 32:), containing 85 lots', the i:l.- . 

tract facilities for which were to be financed, according to applic- . 

ant r S request for authority, . by refundable advances under his main 

extension rule (Decision No. 63767> dated J~e 4, 1962)', but were 

subsequently claimed, by letter advice f:omapplicantdated : 

November' 13, 1965· and by testimony in 'this re~ord,·, to haye been 

assigned by the. subdivider to applicant for the sum' of $1. 00·; and· 

(c) service to'Iract 438., a contiguous sub4ivision containing 71 101;5, 

owned, according, to this record, by Santa Cruz S.a~...ngs & Loan 

Assoc:tation and formerlY,'belonging to Ernest E. Pes~', applicant's 
, ' , , 
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-
.son, a sewer and water piping contractor who has iristalledmost of 

the Pestana water system piping (Decision No. 70196, dated January 11, 

1966) .. The cost of in-tract faciliti~s for Tract 438 amounted to 

app:-ox1ma.te1y $17,000, to be financed, according 'to applicant' s 

prev1o'.lS representations' to a staff' investigator and a 'letter, dated 

November 8, 1965, from the tract owners to applicant's attorne;, by 

a refundable aclvanceunder a main extension contract;' app'lieant on ': 

February 16, 1967, informed the Commission suff that the subdividers 

had contributed, to the utility the water facilities, in Traclt ,438.' 

3. No record exists' with this Commission of ,a main extension 

contract, or of authority' to a.pplicant to deviate from ,h1swater r::.ain 

extension rule, in connection witncO'C.struetion or installation of 
, , . 

water £acilit,ies to serve :tracts 323 or 430', Santa, Cruz, C~rdens. 
, , 

4.. The land comprising' Tracts 230, 323 and 43S~ 'of santa 'Cruz ' 
.: ". '.. 

Gardens, was owned ,prior to subdivision development~, byJ'olul Pestall.:l. 
, , 

and (Mrs .. ) Corrine U.. Chirco, in equal interests; Santa Cruz Ga,rdens, 

a corporation (now under s~spensioli), formed to develc;>p.andsell lots 

in said land, is owned, ,as to a cne':'ba!f interest, by J'ohxlPestllcit: 
, . 

and, 4S to the remaining one-half interest, by Corrine U.. Chirco' and 

Ernest E. Pestana; Ernest E. Pestana also is the owne,r of· the 11.5 
" 

acre, i>resently unsubdivided;, parcel of land for which' authOrity. is 

here requested to extend water fac:11itie~ and servic:e~ 

5.. John Pestana, pursuant to arrangementsconeluded. at. an 
. . " . 

unspecified date prior to thehearingin,ehe instant application 

(June 23, 1967), purpo::-tcd to, trans:fcr to-, (ZI'~s .. ) Corrine U. Chirco, 

without prior Commission authorization, a one-half, proprietary 

interest1n the properties used, and useful by him, 1:1' rendering. wate: 

, serVice to:~,the public .. 
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6. Present, faC?ilities of the John Pestan:t 'Water' Company are 

adequate for metered water service to, approximately 400 residential 

lots and a public school. Said facilities meet the m:Lnimum. .. standards 

prescribed by General Order No., 103. Approximately, 188 metered 

,residential customers and said public school were being served by: 
" 

the utility at the end of 1966. Applicant's present request 1s for 

au~horizat1on to- serve an additional 42 ,lots located in a presently 

unsubdivided 11.5 acre parcel of land contiguous to his existing. 

service ar,ea. If this application is gra~ted, the total number of 

lots in applicant r s service, area authorized to be :furn1shed, with " 

metered' water service 'will be 306, plus tile' aforementioned public 

school .. 

The Commission concludes that: 

1. The application should be grante', but that the effective 

date of the authority herein requested ,should be established by; 

appropriate ,~upplemental order herein,' after applieanthas carried 

out the staff's recommendations,' hereinabove adopted bythc cOm:o.issico, 

and'has filed the exhibits and, other dOcumented information as 

required by said recommendations as so adopted. 

2. Authority for the transfer by .john Pestana, to (Mrs.) Corri:le 

U:. Chirco of a one-half proprietary interest i~,applicant ' s water . 
, , 

system should now be authorized~ 

ORDER ----- .... 

'IT IS ORDERE:> tba. t : 

1. Applicant, subject to compliance within one hundred twenty 

days after the date of issuance of this dccisiQ:), wltb. the staff·· 

recommendations set forth in lettered paragraphs a, b, .c, d and e 

of the forego,1ngopinion, may· extend . ',~ter facilities and service to 

, ' 

I 
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a presently unsubd1vided 11.5 acre parcel of land cont:1guouS to the 

northwest boundary of applicant' s existing service area in :Santa Cruz 

County; provided.,' however, that the effective' date of the authority 

herein granted, except that granted by the· next succeeding paragraph 

, 
.1· 

. . I 

of this order , shall be established by appropriate supplemenul order 

or orders herein, after satisfactory compl:Lance by applicant with 

the aforementioned staff recommendations; otherwise ,the application 

herein shall be denied. 

2. Transfer from. John· Pestana to (Mrs.) Corrine 11. Chirco of 

one-half the proprietary interest in the water system herein, 

referred to in the foregoing opinion, is hereby authorized, it being 

hereby found that ~sueh transfer authorization, to be effeet::Lveon 

and after the date of issuance of tMs decision, is not adverse 'to 

the public interest. 

Dated at ___ Los __ Ml_g_clcs ___ , california, this 

day of __ O ..... C .... T .... OB.-...;E;;".,,;R_. _9 196

Q
7 ~., . 

~~
' ... 

. , ' ,.. . 

:..;;;( ... {~£ ...... y;...' -.1iro. """","_.,r... ~OG· ~r.;;;;'~~~'~'~.~~, 
.. ~ ~esi<!ent< 'J 


