Decision No. 28325

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Investigation on the Commission's
own motion into the status,

; |
operations, service, equipment, g |

facilities, rates, rules, tariff
schedules and records of Aztec
Water Company, Golconda Utilities
Company and William E. Leonard,
Trustee of Golconda Utilities
Company; and into the possible
discomnection of electric service
by Southern California Edison
Company.

| Case No. 9124
(Filed September 22, 1970;
Amended Novembex &4, 1970)

0

W. Paul Payne, for Aztec Water Company, Inc.,, .
and Golconda Utilities Company; William E.
Leonaxrd, for himself; aud Jerry A. Brody,
Attormey at Law, for Southern Califoxrnia
Edison Company, respondents.

Alvin Mullis, for people of Keelexr; and Robert

sher, Attorney at Law, for Ianyo County,
Interested parties.

John Fick, Attormey at Law, and Jerry Levandex,

or the Commission staff,

INTERTM OPINION

Since it appears that the Aztec Watex Company (Aztec) and
the Golconda Utilities Company ‘(Golcbnda) may not have ;.béen‘meet-
ing their fimancial o‘bligations and may t;hereby $e jebpardizing‘
their ability to provide water service to their customers,. #h:f.s
investigation on the Commission's own motion was :, instituted to
detemiﬁe: . |

1. Whether respondents have fgiled“ to fuxﬁishgmdz ma:i.nt:‘ainl
such adequate, efficient, just and feasonaﬁle-' sez;'vi_ce' and" f.ﬁx-l'.:ilities.fv' |
as are necessary to promote the saféty, heaith, édmforf:ﬂuand' é:omfetx— |
ience of their customers in violation of Public Utilit;f.és Code. Sg‘c.-‘
tion 451, v' E | o
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2. Whether William E. Leonard is a public utiliﬁygﬁithiﬁ the
meaning of Public’Utilitiés Code Section 216(a).

3. Whether respoudents should be orderéd‘to\cease-and desist
from any unlawful operations or pradtices.

4. Whether the rates, chargeé, rules and tariff schedules of
respoudents are adequate, just and reasonable. _

5. Whether any dther order ox orders:that may be appropriate
should be entered in the lawful exercise of the Commission’s jﬁris- 
diction. | | , | ( | | |

Since it appears that the Southern California Edfson
Company (Edison) is a creditor of said utilities and proposed
to discommect electric service to said“utilities, ﬁhis order“Of
investigation was amended on November 4 1970 for the purpose of
determining: |

1. Whether it would be reasomable to require that Southernw |
California Edison Company pursue o:her.available legal rémedies‘as y
creditor of Aztec Water Company and Golconda Utilities Company
rather than disconmnection of their electric servicé;

2. VWhether any other order or orders that may be appropriate
should be entered in the lawful exercxse of the-Commission s juris-
diction. , S

Bearing in this matter was held before Examiner'Coffey 6n |
November 23, 1970 in Los Angeles. Staff counsel requested‘an interxmﬁ
oxder directing the subject watexr utilxties to pay themr current
bills, to pay past due bills to Edison or to make arrangements‘xotf
eventual payment, and requiring Edison to make furtber e‘forts to

collect amounts due from said utilmtles before e;ec tric service is

discontinued. The staff request was submitted_on,necember 21,‘1970?
upon the receipt of late~filed exhibits and transcript.  | |
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Golconda and Aztec have the same management}andwoffiees-"

They both are subsidiaries of}éolconda International Corporation
(Internatxonal), a Nevada corporatxon. |

The followmng_tabulation sets forth the number of custom-
ers served by Golconda and Aztec as of September 1970.

: ‘ Number of
Name : Customers.
Golconda
vert System
Hinkley System
Keeler System 25
Total Golconda ceseces 3T

AZLEC .cveccecacces ' 41
Total International 72

On March 11, 1970, Mr. William C. Leonaxd was appointed
trustee of the Ersul System of Goiconda, tnen under‘benkruptcy'pro-:
ceedings in the United States District Court, Centrel biétrict'of |
Califormia. The other systems were‘abandoned on November 16v 1970 b‘,
to the bankrupt. Subsequently, the sale of Ersul System was ordered
by the court. This Commission, by Decision No. 78093 issued on
December 15, 1970, authorized the transfer of the Ersul System to
the Water Deparxtment of the City of San Bernardino. The trustee at
no time operated any Golconda system other than the Ersu1~System,
the other systems by minute order having been initially abandoned
to the bankrupt and Operated by bankrupt s president and general
manager. Aztec was not inwolved in the bankruptcy-proceedings.

The staff presented reports and testimony on its tnvesti-
gation of the records and operations of the respondent utilities.

The staff financial examiner testif;ed that for “he nine
months ending September 30, 1970, the Aztec System generated $4, 404'
of revenue. The power bills for the same period amounted to~$518 |
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payments or payables to utilities amounted to $2,825, and $1;579'was

available for management. : :

Likewise, for the first nine months of 1970, the Golconda
8ystems under the contxol of their owner generated $2,636 revenue, |
incurred & power bill of $390 and expenses of $1,761, 1e&ving‘$875v
available for management., These amounts were not inténded'to
1ndicate that the utilities have or have not earned allowances for
depreciatxon and a fair rate of return.

A customer credit supervisor and an attorney employed by
Edison testified in detail regaxding the payment record oﬁ‘Aztec
aud Golconds and the various steps undertaken by Edison ﬁo collect
amounts due. The last payment made by said utilities for powgr*‘
was on October 21, 1969 and the current bills total $2,032.74.

The president and general manager of Aztec and Coloonda
testified that he had advised Edison that rates fixed by this Com-~-
mission did not produce “enough momey to go around so somebody has
to wait." In addition to delinquent powexr bills, the witneSSwindi-
cated taxes have not been paid and that $10,000 in back pay-was'
due him. The witness based his estimate on a court order which
allowed bim $450 per momth for Golconda operating, 'managing, customer
billing and accounting work. The réasonableness of this. allowance
was pot established by the witness.

The president of Aztec and Golconda stated that he would
personally guarantee Goleconda's power bills from the time the water
Systems were returned to the corporation by the court. He wouldo |
not make a commitment xegarding Aztec, maintaining the utllmty had
no funds and payment of bilis depends on Commission action on a
rate increase gpplication alleged to be pending. . _

A staff witness stated that a tariffofiling whicﬁ wouldf

increase Aztec Trates is presently not pending-before‘the Comﬁissioﬁ.
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Apparently Aztec's president has advised the Commission“stgff.
informally that he would like a 100 percemt increase @n-:ates-and‘a
proposed Advice Lettexr filing has been submitted. No in¢reased |
xates have been proposed in this proceeding by Aztec,-Golcdnda, or
the staff. | o |
This matter was submitted with the understanding that
Aztec and Golconda would request increasedvfatesiby‘Adviéé‘Letcef,'
the utilities and the staff woﬁld confer on the prOPOSed;;ates,and
further hearings would be held on the'proposed*rates‘if qéce§éary,
We find that: _ | _

1. Mr. W. Paul Payne is presentlyvthe‘president andLgengral
manager of Golconda and Aztec‘ahdtas such‘isfin~£u11 cont:ol_qf:‘
operations of said utilities. - o

2. Mr. W. Paul Payne, as president and gemeral managerfof:
Golconda has at all times since March 13, 1960, been in pOSSession_'
of the Calvert, Hinkley an&'Reeler water systems as the debﬁor inl
possession and operator and manager. |

3. Mr. Willism E. Leonard has at no time béen in posseséion_

or operated the Calvert, Hinkley and Keeler water systems.

4. Golconda, on Mhrch 23, 1970, owed Edison $758.98 for

electric power sexvice.

S. Aztee, on November 23, 1970, owed Edison $1,273.76 for
power.sefvice. |

6. Electric power is essential to the production of water in.
the water systems of Aztec and Golconda. ,‘ | |

7. Without electric power no revenue can bevpfoducéd from
the water systeﬁs of Aztec and Golconda@. |

8. Aztec and Golconda must take all stepérnecessary to insure
the continuance of electric power service, inc¢cluding payment for

electric service before payment for management services.
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9. The operation of Aztec and Golconda genexates suff:f.c:.ent '
funds to pay for electric service and make part payment for manage-
ment sexvice, |

We conclude that the request of scaff counsel should 'be
granted as hereinafter ordered.

INTERIM ORDER

IT IS ORDERED that: o ,

1. Aztec Water Company and Golconda Utilities Company shall
pay all current electric service biils- before any payments ‘are‘ ‘m.ad_"e- |
to Mr. W. Paul Payne or to any affiliatesor owoers of said utilities,

2, Aztec Water Coxhpany and Golconda Utilities Company _sha.'.‘[‘l‘ '
pay 21l past due bills or make arrangements with Sout:hero California
Edison Company for their eventual payment before any payments are
made to Mr. W. Paul Payne or to any affiliates or owngrs of'-ﬁm:ec
or Golconda. RS

3. Aztec Water Company and Golconda Water 'Conipany shall
promptly apply or f£ile for such increased water rates as they wish
the Commission to comsider.

4. Sout:hern California Edison Company shall take all reason-‘
able steps as may be necessary to collect payment for elect:r:!‘.c

service to Aztec Wat:er Company and Golconda Water Company. Ed:l.son '

shall not discontinue serv:[ce to said water utll:.t:ies w:i.thout
further order of this Commission. '




The effective date of this order éﬁall';oe twént‘y‘d;ayé |
after the date hereof.
o

Dated at San Fransisea » Callifornia, 'Vthis‘ / 7 h"dafy of
FESRUARY _, 1971. | |

e s e

— Commissionexs .- &

'Cominiaaiongp‘ David W.' Holmea o

Prossat bt not yetetparing, |

no s: . . ) .er,’ 138\; ol
:;:noﬁ'zy oboent. did not purtféf;e'_t‘&h S
- STSpesitien o this'procecaing. |




