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COMPANY, to sell ana SIERRA VISTA ) Application 83~04-35
PROPERTIES, INC., a California (Filed April 13, 1983)
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in Pine Canyon area, near King City,

Monterey County.
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California Corporavion, to sell and
SIERRA VISTA PROPERTIES, INC., a
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CPINION

CiLifford D. Hall and Dorothy M. Eall, husbana and Wife,
Michael A. Hall, ana Patricia M. MeCoy (sellers),1 the owners of
all of the outstanding shares of Little Bear Water Company, Inc.
(Little Bear), seek authorization o sell their shares and traasfer
tae public utility water aac sewer sysiems to Sierra Vista

Properties, Inc. (Sierra Vista) under Public Utilivies (PU) Code
$ &51.

L Clifford anc Dorothy Hall owz 84.1% ana their c¢hildren Michael Hall and

Patricia McCoy own 15.9% of tne outstanaing shares of Little Bear.
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Little Bear provides public utilizy water and sewer servige
o a 1,500 acre area outside Xing City, Monterey County. The
certiricate of public conveaience and necessity (CPCN) to provide
water service was graated by Decision (D.) 66402 dated December 3,
1965. Tne sewer system's CPCN was granted by D.83902 dated
Decenbder 30, 19T74.

The water syatex consists of approximately three acres of
realiy, two deep wells, oane 110, 000~gallon concerete-lined » servolir,
five storage tanks with 110,000~gallon capacity, approximately 35,400~
feet of maims, 19 fire nydrants and one duilding. There are 262
Tetered customers.

The sewer systexm consists of approximately 8.5 acres of
realty, three treatment ponds with an aeration system, and 5,000 feet
of sewer mains. Total capacity is 4.5 million gallons. There are
76 service connec<ions.

In 15679 Liztle Bear filed Application (A.) 59128 to
transier the sewer systex to Sierra Victa. At that time Sierra Vista

tatec 1t cesired o obtain the systex for the development of a
mobile home park. D.51903 dated June T, 1980 dismissed zhe
application at the request of applicant.

3y A.00866 filed August 31, 1981, Little Bear requested
Authority Lo tramsfer both the water and the sewen system to Sierra
Vista. D.383-03~036 cated March 16, 1983 dismissed this application
for failure to respoad to repeated staff letters and telephone
requests for clarification of Ciscrepancies in the application. The
current applicagions were filed April 13, 1983.

Clifford Eall's retirement froam bus iness is the statecd
reason or selling Little Bear. The application states that Siern
Vista wishes to acquire the systems o develop 2 mobile home park and
other neighboring real properiy. None of Sierra Vista principals nas
any experience in the operation of a pudlic utility water or sewen
systen.

Y
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The terms and coaditions of the proposed sale are set forth
in an "Option to Purchase Qutstanding Shares™ entered into between
ittle Bear and Sierra Vista on Septexmber 15, 1980, an executed copy
of whien is attached to the application as Exhibit A. The purchase
price specified in the agreezeat is $171.000 reduced dy the amount
outstanding on promissory notes issued by Little Bear iz favor of the
dalls, tae azount to be determined as of the date the option is
exercised. Terms of the purchase zre $10,000 down, the dalance
secured by tae Sierra Vistas' promissory note in favor of the Halls.
Interést oa the unpaid balance iz 10% per annum, payable quarterly,
comaencing on the first 2ay of the 4th month after ¢lose of escrow.
Principal pavments in the amount of $2,000 cach are payable quarterly
wita the first principal payment due with the L{irst priancipal payment
due with tnhne first quarterly interest payment of the second year.

Upon transfer, Sierra Vista agrees Lo assume and perforn
all obligations under main extension agreements as of the close of
eserow. Little Bear warrants that all payvments due on extension
advances have deen paid on a current basis and none are overdue.
Sierra Vista propoces to adopt presently £ilued tariffs of Little Bear.

Notice of the proposed transfer to Sierra Vista was
published aad mailed %o all customers. Several customers wrote the
Commissiorn opposing the transfer. They alleged that the prinecipals
£ Sierra Vista lack tte experience and integrity to operate the
aystems. Traey also allege thav Sierra Vista knowingly irnstalled a
sewer extension line designed Lo serve its proposed traliler park
development oo near the Little Bear water main, in cisregard of
pudblic nealtn., They state Sierra Vista agreed ¢0 move the sewer line
only after unfriendly publicity and customer pressure.

Hearing on the applications was held July 5, 1983 in
San Francisco. '

/
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The following documents were received into evidence at the
hearing. ' ,
Exhibit 1 « Califoraia Regional Quality Control Board-

Order No. 83-38.

Waste Discharge Requirements for Little
Bear Water Co.

Exhidit 2

Califorria Regional Quality Control Board-
Order No. £3-39.

waste Discharge Requirements for Sierra
Vigta Properties, Inc; Little Bear Water
Co.

Letter from California Regional Quality ed
Board to Sierra Vista's counsel voicing

no objection to the transfer of Littl

Bear Water System.

Letter frox the Soliedad EBranch of Bank of
America dated July 1, 1983 to the
Commission stating Sierra Vista's current
commereial accounts balances are

Exnidbit 3

t

Exhibit &

$97,468.00. v///
Exnibis S Sierra Vista Properties' unaudited
. balance sheet showing a net worth
$1,147,568.

Ernst G. Knolle tesvified on denalf of the Commission's
nydraulic dranch staff. He stated that he made a field trip to
inspect the Little Bear systems and iatverviewed both the buyer and
seller. He also reviewed past decisions and annual reports filed by
Little Bear. As a result of his investigation Xnolle stated the
staff had no objection to trne proposed transler.

By letter dated July 13, 1983, counsel for Little Bear and
Sierra Vista states that since 7981 Sierra Vista has made the
following improévements to the Little Bear systenms:

1. Replacement of approximately 1,200 feet of
6~iach water line in the upper Pine Canyon
area at a cost of approximately $7,500.

2. Construction of two concrete water tanks of

25,000 gallon capacity each at a cost of V///
approxinately $20,000. '
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3. Replacement and installation of a new pump in
the water well system, as well as

installation of a new back-up pump a% a ¢cost -
0L approximately $8,500.
4. Iestzallation of new wzter booster pump systenm
in upper Pine Canyon area as well as
installation of back-up pumd system, at a : U//
cost of approximately $3,500. :
5. Iastallation of new aerator system at the
sewer plant at a cost of approximately ,///
$11,000.

o. Installation of approxinately 25,000 feet of
new effliuent and sewer »ipeline (6«, 8-, and
70=inch lines) as well as construetion of wLwo
spray field nolding ponds at a cost of
approxizately $150,000.

HJe stated that labor for the improvements was provided by Albin
Morisoli and Revert Harless, two of the principal snareholders of
Sierra Vista.

Wita respeet to the question of experience t0 run the water
and sewer systen, ¢ounsel stated that Harless has assisted Clifford
Hall since 1678 in operating both the water and sewer systems,

‘in¢luding occasional repairs. In addition valuable experience was

8ained walle maxing the construction iaprovezents mentioned above.

Cn July 13, 1983 whe State of California, Department of
Health Services, (Health Services) advised that the transfer of
ownership requires the new owner to file for and obtain a2 water
supply perzit froz Health Services. Since Sierra Vista has not yet
filed an application for a water supply permist, Health Services
requested tnat any approval o transfer ownership be conditioned on
Sierra Vista odtaining a2 permit for the operation of Little Bear.
Findings of Fact )

1. Little Bear provides water and sewer service to a 1,400
agre area outside King City, Moaterey, County.

2. Cluifford aad Dorothy Hall, husbaand and wife, own 84.1% of
the outlstanding srares of Little Bear,
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3. 7Two prior applications to transfer Little Bear to Sierra
Vista were dispissed.

4, Little Bear's principal shareholcer wisnes te retire fron

tTne caily business operation OF the utilivy.
5. <The purchase price is $171,000, less the amount due onr a
promissory note issuecd by Little Bear in favor of tne Halls.

6. The California Regional Quality Control Board is not
opposed to tne transfer to Sierra Vista.

7. The Commission stafl is not opposed to the transfer
Vissa.

&. Sierra Vista has nade consideradle improvezeants to both tnae
water and sewer system.

0 Sierra

9. Sierra Vista needs Little Bear in order o provide water

and sewer service tO a proposet Mobile noze park and other
developments in tne service area.

10. Sierra Vista has the financial nmeans necessary Lo operate
tne Little Bear water and sewer systels.

11. Tnae priacipals of Sierra Vista have the negessary

experience TO operate tne water ang sewer sysved.

12. ierra Vista nas not yet obtained a water supply pernit

from wne California Departments oF Health Services to operate Little
tear.

Conclusion of Law

The proposed sale and transfer of Little Bear is not
adverse to the public interest and should be granted.
Qnly tue amount paid to the State for operative rights nmay
be usec in rate rixing. Tne state may grant aay nuzber of rigats and
may cancel or modify tane monopely feature of tnese rights at any
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QR2DER
IT IS ORDERED that:

1. On or berfore Octover 15, 19483, Clifford D. Eall, Dorothy
M. Ball, Michael A. Hall, and Patricia M. McCoy may sell and Sierra
Vista Properties, Inc., may acquire all of the issued and ourstanding
common stock of Little Bear wWater Company.

2. As a coaaition of this grant of authority, buyer shall
assume the public utility obligations of seller, shall assume
liabality for refunas of all existing customer deposits, shall notify
the affected customers, aad shall obtain a water supply permit Irom
the California Department of Health Services.

3. Within 10 cays after transfer buyer shall write To the
Commission, stating tne date of traasfer and the date the
requirements of Ordering Paragraph 2 were completed.

4. Buyer szall eitner file a statement acopting seller's

variffs or refile those tariffs under its own name as prescribdbed in
General Order Series 96. Rates shall not be increased unless
authorizec by this Commission.

5. Before tne transfer occurs, seller shall deliver to buyer,

and buyer snall keep, all records of tne construction and operation
of the water and sewer systems.
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proper form, an anaual report on sellers’ operations from tne first
day of the current year througn date of transfer.

7. Waen this order nas been complied with, seller shall have
no rurtaer obligations in ¢onnection with this water systen.

Tnis order becomes effective 30 days f{roz tocay.
Dated 0CT 5 1383 , 8% 3San Francisco, California.

6. Witnin 90 days afwer actual wransfer buyer shall file, in
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Little Bear provides pudlic utility water and sewer service
to a 1,400 acre area outside King City, Moanterey County. Tze
certificate of puplic convenience and necessity (CPCN) to provide
water service was granted by Decision (D.) 66402 dated Deceaber 3, }<J%’>
1963. The sewer systeﬁ% CPCN was grantec by D.83902 dated
Decemper 30, 197&. ‘

The water systen consists of apbroximazely three acres of
really, two ceep wells, one 110,000~gallon congrete~lined reservoir,
five storage tanks withk 110,000-gallon capacity, approximately 35,400-
feet of maims, 19 fire aydrants ana one building.. There are 262
meteres customers.

The sewer systexz consists of apa;ﬂximazely .5 acres of
realty, three treatment ponds with an aeration system, and 5,000 fees
ef sewer mains. Total capacity is 4.5/millioen gallens. There are
76 service connections.

In 1979 Littlie Bear filed Application (A.) 59128 to
traasfer tne sewer system to Si ';a Vista. Av that tame Sierra Vista
statec Lt desired to ontain tneﬁzystem for the development of a
moviie nome park. D.91903 cated June 17, 1680 dismissed tae
applicazion at the requesst &I applicant.

By A.oQcb6 filed August 37, 1981, Little Bear requested
AUTROrLTY O transier DoLh the water and the sewer system to Sierra
Vista. D.83-03-036 davlee Maren 16, 1953 dismissed tais application
for failure o respond/co repeated staff letters ang telephone
requests for clarifigation of discrepancies in tae application. The
current appllcauioné were fileg April 13, 1983.

Clifford Hall's retirement from business is the stated
reason for selling Little Bear.

The application states tnat Sierra
Vista wisnes to acquire the systems to develop a mobile home park and
otaer nelignboring real property. None of Sierra Vista principals has
any experience in the operation of a punlic utility water or sewer
systenm.
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The terns and conditions of tne proposed sale are set forth
n an "QOption te Purchase Quistanding Shares™ entered into between
ittle Bear anc Sierra Vista on September 15, 1980, an executed copy
©f which is attached to the application as Exhibit A. The purchase
price specified in tae agreement is $171,000 reduced by the amount
outstanaing on promissory notes issued by Little Bear in favor of the
Halls, the amount to de determined as of the date the option is
exercised. Terms of the purc§§se are $10,000 down, ﬁpe balance <¢LJ
secured by tme Sierra Vistags.pronissory note in favor of the Halls. /
Interest on the unpaid dalance is 10% per annumy payadble quarterly,
comzencing on the first day of the 4th month /after close of esecrow.
Principal payments in the amount of $2,000/gach are payable gquarterly
with tne first prineipal payment due with the first principal payment
due with the first quarterly interest/payment of the second year.
Upon transfer, Sierra Visra agrees to assume and perforn
all obligations under main extension agreements as of the close of
. eserow. Little Bear warrants that all payments due on extension
advances nave been paid on a Qurrent basis and none are overdue.
ierra Vista proposes to adopt presently filed tariffs of Liztle Bear.
Notice of the prdéised transfer to Sierra Vista was
pudblished and mailed to all customers. Several customers wrote the
Commission opposing thﬁ/éransfer. Tney alleged that the principals
of Sierra Vista lack ghe experience and integrity to operate the
systems. They also allege that Sierra Vista knowingly installed a
sewer exteasion line'designec t0 serve its proposed trailer parx
development to0 near the Little Bear water main, in disregard of
public health. They state Sierra Vista agreed %0 nove %the sewer line
only after unfriendly publicity and customer pressure.
. Hearing on the applications was held July 5, 1983 in
San Francisco.
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The following documents were received into evidence at the
hearing.

Exkidit 17 ~ C(California Regional Quality Control Board-

Order No. 83-38.

Waste Diseharge Requirements for Little

Bear Water Co.

Exhibit 2 -~ California Regional Quality Control Board-
Qrder No. 83-39.

Waste Discharge Requirements for Sierra

gista Properties, Inc; Little Bear Water
o,

Exhibic 3 - Lenuen/from California Regi@nal Quality /
Boardrto Sierra Vista's couasel voicing
no objection to the traansfer of Little
Bear Water Systen.

Exhibit 4 - Letter from the Solédad Branch of Bank of
America dated July 1, 1983 to the
Cozmission statihg Sierra Vista's curreat
commercial acgounts balances are

$97,468.00. A
. ) G
Exhibit 5 - Sierra Vi Properties” unaudited balance
sheet sho@zng a ne% worth $1,147,468.

Ernst G. Knolle testyfied on behalf of the Commission’s
hydraulic¢ branch stafs. Ee sé;ted toat he nade a field trip to
inspect the Little Bear sysfems and interviewed both the buyer and
seller. He also reviewed /past decisions and annual reports filed by
Little Bear. As a res of his investigation Knolle stated the
staff had no odbjection /Lo the proposed transfer.

By lezter dated July 13, 1983, counsel for Little Bear and
Sierra Vista states/zhat since 1981 Sierra Vista has made the
following improvements %o the Little Bear systems:

1. Replacemeat of approximately 1,200 feet of
6-inch water line in the upper Pine Canyon
area at a c¢ost of approximately $7,500.00.

2. Coastrugtion of two concrete water taaks of
25,000 gallon capacity each at a cost of
approximately $20,000.;
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3. Replacezent and installation of a new pump in
the water well systex, as well as
installation of a new back-up pump at a ¢cost
of approximately $8,500.; and

Installation ©f new water booster pump systen
in upper Pine Canyon area as well as
imstallation of back-up pump systexm, at a
¢cost of approximately $%,500.00.

Installation of new aerator system at the

sewer plant at a ¢ost of approximately
$11,000.; and

Installation of approximately 25,000 feet of

new effluent and sewer pipeline (6-,8-, and

10-incn lines) as well as coastruction of two
spray field nolding ponds at a c¢ost of

approximately $150,000. 3//// )
He stated that labor for the improvements/was provided by Aldin

Morisoli and Robert Harless, two of the/;rincibal shareholders of
Sierra Vista.

With respeét to the quesfion of experience to run the water
and sewer system, counsel stated/that Harless has assisted Clifford
Ball since 1978 in operating both tae water and sewer systems,
including occasional repairs./ In addition valuabdle experience was
gained while making the construction improvements mentioned above.

On July 13, 198%/@he State of Califoraia, Department of
Health Services, (Health Services) advised that the transfer of
ownership requires the new owner to file for and obtain a water
supply permit from Health Services. Since Sierra Vista has not yet
filed an application for a water supply permit, Health Services
requested that any apgéoval to transfer ownership be conditioned on

Sierra Vista obtaininé a pernit for the operation of Little Bear.
Findings of Fact

1. Little Bear provides water and sewer service to a 1,400
acre area outside King City, Monterey, County.

2. Clifforc and Dorothy Hall, husband and wife, own 84.1% of
the outstanding shares of Little Bear.




