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BEFORE 'IRE PUBLIC UTILITIES COMMISSION OF THE STATE, OF CALIFORNIA 

In the Matter of the Application of I 
E. s. COIC£IS. and MARY E. CURTIS, 
doillg business as SIERRA. LAKES 
WAXER COMPANY, and: JOSEPH C. SMYm 
and VICTOR D. KLIEWER, for an 
order authorizing the sale ,and 
transfer to JOSEPH C. SMY'l'H and' 
VICtOR D. KLIEWER, of the 'Water 
distribution system. and ceX"titicate 
of public convenience and necessity. 

OPINION ----' ..... - ..... 

Application No·. 54668· 
(Filed Februa%y 19, 1974; 
amended April, 22, 1974)" 

E. s. CUrtis and Mary E. Curtis (sellers), doing business 
as Sierra Lakes Water Company, seek authority to be reliev~ of their 
public utility obligation by transferring the entire water system 

to Joseph C. Smyth and Victor D. lC.iewer (purchasers), a j oint venture 
partnership, who jointly seek authority to acquire Sierra Lakes Water 

Company. A copy of the purchase agreement is attached to the 

application. By amendment to the application filed April 22, 1974, 
applicants seek authority to execute a long-term noninterest bearing. , 

promissory note in the amount of $10,000, together with Deed' of 
'l'ru.st and Assigttment of Rents, 'copies ofwbich are" attached" to the 
amendment. 

Notice of the application was published in the Coumission's 
Daily Calendar on February 20, 1974. No protests have been received .. 

Sellers operate a public utility water system for domestic 
purposes within an unincorporated: area located 3 m:Ues southeast of 
the town of Oakhurst in Madera County. It bad' 31 service connections 
as of December 31, 1973 and an undepreciated cost of water plant in 
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service of $41~217 with a depreciation reserve of $12~430 resulting 
in a net plant cost of $28,78-7. the 1973 annual report also shows 
that there were no customer deposits or· advances. for construction 
as of December 31, 1973. 

'l'be cert1f1cate of public convenience and necessity was . 

granted to E. S. Curtis and Mary E. Curtis. on August 29, 1967 by 

DeCision No. 72997 in Application No. 49088. Sellers state that they 
are atlXious to withdraw from the public utility water business and 
believe it 'Would be to the advantage of sellers I customers to have 
the system owned- and operated by purchasers. 

One of the purchasers, .Joseph C. Smyth, doing business as 

Smyth & AsSOCiates, has entered into- au operating agreement _ with 
sellers according to the 1973. annual report. The application states 
~t the purchasers are fully aware of all the circumS-tauces, _ facts, 
and-liabilities surroundiQg the operation of the utility. Joseph C. 

S~ is a registered engineer in the State of CalifOrnia, doing . 
. business as Smyth & Associates with offices located in Oakhurst. 
Victor D. Kliewer is a businessman and resident land developer in. 
eastern Madera CoUllty~ Both men reside iu the area_ a1ld· state- that 

it is their intention to acquire several water systems in eastern 

Madera County and to improve their service by combining them. for 
effiCiency in operation. Two s\.1Ch systems have already been trans
ferred to purchasers .. viz., Royal Oaks Water System, Decision No. 
82383 dated January 22, 1974 in Application No. 54135-, and Coarsegold 
Highlands Water System, Decision No. 82384 dated January 22, 1974 
in Application No. 5413&. Appli~tion No:. 54134 has been filed for 
the acquiSition of Raymond Water Works. Smyth's financial staeement 

shows that he has a net worth of $209,218 as of July 31,_ 1973 •. 
Ia1ewer t s financial statement shows that: he bas a net worth. of 
$342,327 as of August ll~ 1973 •. 
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Sellers and purchasers have entered' into an· Agreement ot 
Sale, subject to the approval or- this Commission, for the sale' of 
all the water production f'aci11t1es, including pumps, wells~ trans

mission, and distribution facilities of every kind comprising the 

water system, and that the purchase ineludes, w::t'thout limiting the 
generality 0'£ the foregoing" all operating ,and customer account 
records, maps and draw1ngs, equipment, supplies, and materials and 
such lands, used in connect1onwith the operation or said water 

system, as specifically described in Exhibit 4-A. attached to the 
agreemen't. The stated purchase price is $12,000' payable Wi'th $2,000 
in cash upon completion of the transfer of" the system, and a promissory" 
note, Without interest, in the amoun:t. or $10,000 payable in monthly 
payments o£ an amount equal 'to 22 percent of'the gross revenue 
received by the utllity but in no event less than $200 per month. 

Sinee Joseph C. Smy-eh has entered into a supervision' and 

management. agreement for Sierra takes Water Company, ,the sellers 
desire to be relieved of' their public- utility obligations. Both 

parties 1;0 the Agreement of' Sale 'believe the transfer to be in ,the 
public intereS't.. We are of the opinion that the sale and transfer 
should be autho%"1zed. 

The Commission find.s with reasonable certainty that the 

project involved in this proceeding will not have a s1gn1r!can~ 

effect on the environment, and that the proposed· transfer and Deed 
of' 'l'ro.st are not. adverse to the publie interest, and that· the. pro
posed note is f'or a proper purpose. The money p property p or: labOr 

to 'be procured or paid for by the evidence of' indebtedness herein. 
authorized is reasonably required for the purpose. specified he~1n,. 
which purpose is not, in whole or in part, reasonably chargeable· 
to operating expenses or to income. A public hearing is not. 
necessary. 
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We conclude that the proposed sale and transfer is 'Llot 
adverse to the public interest and the application should be granted 
subject to the conditions of the following order. Both sellers 
and purchasers will be required to give notice of completion of 
the transfer to the CoIDDission. 

The authorization herein granted shall not be construed 
as. a finding of the value of the rights. and properties to' be trans-· 
ferred. 

Joseph C. Smyth and Victor D. IO.iewer are placed on notice 
that operative rights~ as such~ do not constitute a class of property 
which may be capi.talized or used as all element of . value in rate 
fix:l:cg for allY amount of money in excess of that originally paid u> 

the State as the consideration for the grant of such rights. Aside 

from their purely permissive aspeet~ such rights extend to the 
holder a full or partial monopoly of a class of business. Th1s 

monopoly feature may be modified or canceled· at any time by . the State 
which is XlOt in any respect limited as to the number of righU which 
may be given. 

ORDER - .... ~ .. -
IT IS ORDEBED that: 

1. On or before September 2~ 1974 E. s. Curtis and Mary E. 
Curtis may sell and trausfer the water system assets and cert:if1eate 
referred to in 1:he application to .Joseph C. Smyth 'and Vietor D. 
I<liewer ~ a jOint venture partnership. 

2. As a condS.tion of this grant. of authority ~ purchasers 
shall assume the public utility obligations of sellers within the 
area served by the water system be:i.ng transferred. 

3. Within ten days after completion of the transfer>, purchasers 
shall notify the Commission~ in writin.g~ of !:he elate of the trans-
fer and of the assumption of the obligations set forth in paragraph 2 
of this order. 
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4. ~cbasers shall either file a statement' adopting the 
tari.ffs of sellers now on file with this Commission or refile under 
their 0'Wn names those tariffs in accordance with the procedures 
prescribed by General Order No. 96-A. No increase in rates shall 
be made unless authorized by this Commission. 

5. On or before the end of the third 1D)nth after the date of 
actual trausfer ~ purchasers shall cause to' be filed' with the 
Cotcmission~ in such form as it may prescribe, an annual report 
covering the operations of sellers for the period c:oamencing. with 

the first day of the current year to aud including the effective 
date of the transfer. 

6. Purchasers sba.ll maintain their records in accordance with 

this Coamission's prescribed Uniform: System of Accounts for Class D 
Water Utilities • 

. 7. On or before the date of actual transfer ~ sellers shall 
deliver to purchasers, and the latter shall receive and preserve 
all records, memoranda., and papers pertaining to the construction 
and operation of the water system authorized to be transferred.' 

S. On or before the date of actual transfer, sellers. shall 
refund all customers' deposits and advances for construCtion,. if 
auy, which are due and payable as of the date of transfer. All 
um:efu:nded deposits and advances shall be transferred to· purchasers 
who shall be responsible for their refund when due. 

9. W:U:bin ten days after the completion of the transfer 
sellers shall notify the CommiSSion;, ill wrl.ting~ of the eLaee of 
transfer ~of the refunding of the deposi.ts, and of the da·te upon 
which purchasers shall have assumed operation of the water system. 
A true copy of the instruments of transfer shall be at,tached .to 
the notification. 
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10. Upon eomp~ianee with all o~the terms and conditions of 

this order, sellers shall be relieved of their public utility' obliga
tions in connection with the water system transrerred. 

ll. On or after the effective date of this order and on or 
before September 2, 1974, for the purpose specif'ied: :in this pro~ 
ceeding.. purchasers may execute and deliver a Deed of, Trust and 

may issue a note in the principal am:>unt or not exceeding $10,000. 
The documents shall 'be in substantially the same forms as those 
attached to the amendment to the application. 

I 

12. Purchasers shall file With the Commission the report. re

quired by General Order No. 24-B, which order, insofar as applicable, 
is hereby made a part of' this order. 

The authority granted by this order to issue a note will 
become ef'fect1ve when the issuer has paid the f'ee prescribed: by 
Section 1904(b) of the Public Utilities Code, which fee is $50. In 
other respects the effective date o,f this order shall be twenty days 
after the date hereof. 

Dated at __ ....:S2I;;;;;.;.;n-_To'rluIl...;;...;.;...;,eiII_Be.;..:O ____ , California, this 

day of JULY , 1974., 


