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OPINION

Introduction

Edward K. Olson, Jr., Fred R. Adams and Joseph Faure, Jr.,
axc the developers of Tract 506 in the County of Tulare. The tract
consists of approximately 110 aeres, There are 147 single resi~

dential lots, two large multiple~residential areas covering about

9.5 acres; a 4.6 acre commercial lot; 2.7 acres of recreational lots;

13.3 acres of river; and 2 man-made lake covering 26 acres.
According to the developers, this development is wnique in Tulare -
County. The developers plan on organizing a homeowmers' association,
vhich will havé; among its other rights and privileges, the right to
develop its own source of water to supply the lake which will be used
for sail boating, swimming and fishing. The key to the successful
development of the tract is the lake. The development has only ore
entrance and no expansion of the development is contemplated. The
tract will have its own sewer system.

The t#act has not yet received f£inal approval from the

county. The homeovmers' assoclation has not as yet been officiaily '

formed.
General
On August 11, 1969, the developers, doing business as
Monte Vista Utility Company (a newly formed company), £iled Applica-
tion No. 51309 requesting a certificate of public cénvenience and
necessity to construct and operate a water system in Tract 506.
Acting on the belief that this Commission's staff preferred
that utility service to mew areas be supplied by existing publié
utilities, River Island Water Company, solely ovmed by Mr. Olson
(one of the developers of Traet 506), filed Application No. 51719 om
February 24, 1970. Apparently acting under the same belief, Lindale
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Watexr Company filed Application No. 51828 to sexrve Tract 506 on
April 16, 1970, and on April 17, 1970 Rowland Water Co. filed
Application No. 51831 xequesting authority to serve Tract 506.
Public hearing om the various applications was held at
Porterville before Examimer Gillanders on June 16 and 17, 1970 and

the matters submitted on June 17.

Monte Vista Utility Company

Mr. Olson testified that the owners want to sexrve the
tract. He believes that it would be feasible to have one man to rum
21l of the various systems in the tract, 1.e., the water system, the
sewer system and the recreatiom areas. Applicants contemplate that
the complete system will be in operation at the end of the five-year
period commencing from the date of imitial operation. The first umnit
of the development will include approximately 25% of the complete
project. The system construction cost for initial Unit 1 development
will include installation of the total pumping plant facilities #nd
257 of the remaining facilities which amounts to $24,700. Applicants
propose to finance the construction imicially from :eveﬁucs being
rcceived from the sale of fill from the lake excavation on the site.
Thereafter, funds from the sales of lots in the subdivision will be
available for later coﬁstruction in the systen. Appliéants propose
to pay amny initial operating deficits during the initial period of
sexvice from revenues from the sale of £ill from the excavation on

the site, from the proceeds of sales of lots in the’subdivisibn and

from theixr personal funds.

River Island Water Company
Mr, Olson is sole'stockholder and president off&pplicant.

Applicant's existing service area comsists of Tracts 389 -

and 449 containing approximately 63 residential lots locatéa
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approximately 4 miles southwest of Sprinmgville, Tulare County. The
tracts axe surrounded by the River Island golffcourse owned by
Mx. Olson. The golf course has its owm source of supply. Tract 506
is approkimately 11 miles southwest of the existing service arca of
applicant.

By Decision No. 67264, dated May 26, 1964 in Application
No. 45847, we ordered River Island to record in its accounting
records the cost of its water facilities conmstructed by the devel-
opers. The staff of our Finance and Accounts-Division‘recencly
conducted an audit of River Island Waterx Company's‘accounting'
records, after two prior unsuccessful attempts because the records
were not made available for examination. The audit disclosed that
the utility does not maintain accounting records in a;cordancé with
the Tniform System of Accounts for Class D Water Utilities, as
prescribed by this Commission, in that its accounts are comingled
with the records of the development company; however, the staff
accountant vas able to develop utility plant costs from work papers
maintained by the development company, and to makeithe necessary-
corrections to recorded amounts. Also the company has consistently
been late in filing the required armnual reports. |

Decision No, 67264 ordered River Island to file a
depreciation study to be due in 1969. Such study has not yet been
received, |

River Island, according to its 1968 annnal-report, is

opexating 2t a met loss. It has not filed its 1969 annual report.

Lindale Warer Company

As of December 31, 1969, the officers of Lindale were
Wayland George, President, Henry K. George, Vice President and

Blanche George, Scerctary-Ireasurex. Each of these officers owns
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200 shares of applicant's 600 shares of outstanding stock. Wayland
George who lives in Albuquerque, New Nexico is the son of Henxry K.
and Blanche T. George.

Henry XK, George operates and maintains the Lindale water

system. ¥Mrs. Blanche Geoxge does the booklkeeping and office work.
During the staff f£ield investigations Mrs. George informed the staff
engineer that she and her husband may retire due to their age.
However, no date has been set for theix retirement‘andﬁthey would
operate Tract 506, if granted a certificate, without employing extra
personnel,

Lindale's service area is approximately two miles porth-
west of Porterville. As of December 31, 1969; Lindale served 633
customers. According to its 1969 annual report, Lindale had a met
income, for 1969, of $1,512.15. |
Rowland Water Co.

Fay Rowland and Leona B. Rowland, husband and wife, dba
Rowland Water Company, operate water systems in four independent
areas scattered around the City of Porterville. As of Deceﬁber 31,
1969, Rowland Water Company served a total of 722 customers.
Rovland Water Company has, since late 1969, been operated as two
separate entities although no Commission authorization has been
obtained for the division of the company. One¢ son, Benny Rowland,
manages the water systems in the areas kaown as Tract No. 127 and
Pioneer Land Company's first subdivision, with approximately 150
customers in each area. The water systems in the other two areas
wnown as Tract No. 128 and Valley Gardens, serving approximately‘300
end 100 customers, respectively, are managed and operéted by another
son, Jack Rowland. Separate books of account, records and bank

accounts are maintained by each brother. The 1969 anmual report to

-
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the Public Utilities Commission, which was £iled Moy 11, 1970, was
signed by Benny Rowland, using the title "partmer”., This report
should have been £iled om or before March 31, 1970, The report
shows a met income of $5,337.76 before any income taxes.

Jack Rowland proposes to operate and manage Tract 506 in

the event that a certificate should be granted to Rowland,
Other Purvevors

At the presént time, the Porterville Municipal Water

Department is not interested in serving Iract 506. However,
according to the-staff; the city's contemplated expansion would

result in the acquisition of two Rowland systems and Traet 506.

Discussion

Ordxnarily'we prefer that the proliferation of new
uneconommcal water utilities be curbed. Too, at times the best |
xnterests of the public require that the applicatién(s) of existing
utilmtmes be denied and ‘soxe other solution be applied. Such is

the case in the matters bcfore us.

The evidence adduced from the various witnesses clearly
reveals that the greatest use of water will be make-up'wafér for
the lake. 900 aere féet per year will be required to repiécé water
lost due to percolation and 100 acre feet will be required to replace
the loss due to evaporation. In the fifth year, the~staf£ engineér
estimated that the residents would use but 250 acre feet,

The evidence clearly shews that none of the astimates of
results of operations produced by the various applicants even
approximate a reasomable result. It was apparent that nezt&er the

officers of the dpp fcants acr their witnesses knew that power costs
for pumping could easily be determined from data direétly.appiicable

to the proposed system rather than from some. average ¢ost.
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' 1
The staff's estimates for operating cash drain'/for the
years 1971 through 1973 for River Island, Lindale and Rowland are
tabulated below:

Numbex of Revenue £from
Equivalent Customers and Opcratin
Customers Lalke Expenses Cash Drain

River Island Water Company

$ 2,900 $4,300 § 1,400
42800 22500 813
’ ’ Total I,

Lindale Water Company

$ 3,000 $3,850 $ 850
4,250 4,350 100
' Total S O50

6,050 4,800 $(1,250)

Rowland Water Co,

K A R
” 7 Total  IY,200
5,600 4,750 $ (850

Red Figure)
* Rewland does not proposc to supply lake.

Aécording to Mx. Olson the developers have not yet abandomed
the idea to form a2 wutual to supply water service for their develop;'
ment, nor have they definitely decided to supply the lake from wells
existing within the tract. The development is within an irriéatién
district and water could be obtained from the district or frod thé

river vhick flows adjacent to the tract.

1/ Defined as cut-of-pocket expenses in cash including taxes and
exeluding depreciation expense and management fees.
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|
It is apparent that no public utility could successfully
operate such a small isolated water system, It is equally apparent
that a consolidated operation of all public services required Ly the
development would be in not only the developers' intereSt but
eventually would be in the best interests of the membexs of the

publxc who purchased or rented property within the development
Closing Position of Parties

The developers of Tract 506 prefer that the developmené
be sexved by a public utility rather than by 2 mutual water company.
The proposals of Lindale and Rewland are unacceptable to the ‘
developers., The developers request that the certificate to serve
Tract 506 be granted to River Island or in the alternative to Mbﬁte
Vista. Both of these entities are willing to accept any condltionq
imposed by the Commission. , ‘

Lindale is not inflexible and its proposed operation is
subject to modification.

Rowland stands on its proposal.

The staff made no recommendation as to which applicant

should serve the tract.

Findings of Fact

The Commission finds that:
1. Edward X. Olson, Jr., Fred R, Adams end Joseph Faure, Jr.,
are the developers of Tract 506 in the County of Tulare,
2. Edwaxrd X. QClson, Jﬁﬁﬂ Fred R. Adams and Joseph Faure, Jr.,
doing business as Monte Vista Utility Company, have applied for a
cextificate of public convenience and necessity to construct and

operate a water system in Tract 506.
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3. As a separate utility, Monte Vista would not bé viable.

4. Edward X. Oison, Jr., is sole stockholder and president
of River Island Water Company.

5. River Island Water Company has applied for a certificate
of public convenience and mecessity to comstruct and operate & water
system in Tract 506.

6. River Island Water Company does not m;intain accownting
records inm accordance with this Commission's requirements.

7. River Island does not £file its annual reports in
accordance with this Commission’s time requirement.

8. River Island has not filed a depreciation study due in
1969 as ordered by Decision No. 67264.

9. River Island operated at a met loss of $1,403.83 in 1968.

10. As of December 31, 1969, the officers of Lindale Water
Company were Wayland George, 2resident, Hemry K. George, Vice
President, and Blanche George, Secrctary-Treasurcr, cach of whom
owns 200 shares of Lindale;s outstanding stock.

11. Mr. Henry George operates and maintains the Lindale Water
System and Mxs. Blanche George does the bookkeeping and éffice work,

12. WMr. and Mrs, George plam on retiring soon but no date has

been set,

13. Mr. Wayland George lives in New Mexico.

14. Fox 1969, Lindale had a met inecome of $1,512.15.

15. Lindale proposes to require the developers to sign a main
extension agreement for all water system equipment im accordance with
its filed tariff.

1

16. 1If Lindale were granted a certificate to serve Tract 506

it would suffer 2 net loss from operating the projected éys:em even
at the 5th year.
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17. TFay Rowland and Leona B. Rowland, husband and wife, &o |
business as Rowland Water Company.

13. Rewland Viater Company, since late 1969, has been ope:acgd
as two separate entities without'authorization of this Commission.

19. Rowland Water Company's 1969 anmnual report to this
Comission was signed by Bemny Rowland using the title "partmer”,

20. Benny Rowlend is not a partmer nor does he have'any present
ownership ia Rowland Water Co.

21. The 1969 annual report was not filed on time. |

22. Mr. Jack Rowland, an employee of Rowland Water Co., H
pProposes to operate and manage the water system in Tract 506 1f a
certificate is granted to Rowland Water Co.

23. If Mr. Jack Rowland'charges a reasovable amount for
managing the system in Tract 506, the system would operate at a met
loss even at the 5th year.

24. Rowland Water Co. proposes to require the developexs to
sign a main extehsion agreement for all water system equipmentﬂiﬁ |
acéordance with its filed tariff. |

25. Rowland Water Co. does not propose to serve Monte Viéia"
Lake. ‘

Conclusion of Law

The Commission conmcludes that based upon the above

findings, Applications Nos. 51309, 51719, 51828 and 51831 should be
denied.

We emphasize that our findings and conclusion are based
solely upon the facts as developed iIn this proceeding.
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ORDER

IT IS ORDERED that Applications Nos. 51309, 51719, 51828
and 51331 ave denied.
The effective date of this order shall be tweaty days

after the date hereof.

Dated at ~ Ban Frexcisco
AUGUST

day of

Comissioners

‘ son, boing .
Conmissioner Vermon L. Sturgeod,
necessarily absent, 4id not parucipaf.o.
in the digsposition of this proceeding.




