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Decision No. 8325‘: AUG 221978
BEFORE THE §ﬁBLIC UTILITIES COMMISSION OF THE STATE OF

In the Matter of the joint
Application of LUIS S. KING, dba ,
PINE MOUNTAIN WATER COMPANY to .
sell, and, GERALD WEDEL to purchase, ‘z.gﬁigagf&“ No. {g‘;;g :
the water system known as the PINE T +ey

MOUNTAIN WATER COMPANY,

John P. Moran, Attornmey at Law, and
Shan King, for Pine Mountain Water
Company, applicant. .

Curtis M. Spott, Attormey at Law, for
Pine Mountain Ranch Property Owners
Association, protestant.

Steven Weissman, Attormey at Law, and
'rhc?as*.]. Silva, for the Commission
statt,

OPINION

Luis S. King (King), dba Pine Mountain Water Company
(the water system), requests authority to sell, and Gerald Wedel
(Wedel) requests authority to purchase the water system for $25,000
payable, $5,000 down, and the balance represented by an 8 percent
interest-bearing promissory note payable in monthly installments
of $200, The application was opposed by the Pine Mountain Ranch
Property Owmers Association (the Association). Hearing on the
matter was held before Administrative law Judge William S. Pilling
on Maxrch 7 and 8, 1978, and the matter was submitted on April 19,
1978.

The water system provides service to 19 customers in
the area known as Pine Mountain Ranch and 24 customers in the
area known as Rainbow Ranch, both areas being in Tulare County.
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King and Nancy C. Johnson (Johnson), as partmers, were granted

a certificate to comstruct the water system in 1966. In May 1969,
King and Johnson entered into a dissolution of partmership agreement
whereby the parties were to dispose of various partnership assets
which included the water system. King apparently thought he had
conveyed his interest in the water system to Johnson for, during

a conference between a member of the Commission staff and King

and Johnson in December 1972, King denied having any interest in

the system, and Johnson agreed to f£ile certain delinquent reports
(see Decision No. 82179). Johnson also stated that she would prepare
an application with the Commission to seek approval of the transfer
of King's interest in the water system to her, but no such application
was filed. Sometime in 1973, Johnson left the State and has not
returned since. Upon hearing of Johnson's leaving, King took over
the operation of the water system. At the hearing, King's attormey
placed in evidence a letter, dated February 16, 1978 £from Johnson

in the State of Washington,stating that to the extent of any

interest she may have in the water system, King bhas her authority
to act for the partnership, King stated that he desires to part

with the water system because he feels he can no longer operate it
alone.

The sole functional source of water for the water system
is identified as Well No. 1 which supplies a 64,000-gallon galvanized,
bolted steel tank and a 2,500-gallon hydropnewmatic tank. Well No. 1
is located on Manter Meadow, both tanks are located on a ridge at an
elevation high above Well No. 1. These items are all located on
Pine Mountain Ranch. The system's distribution facilities were
designed in accordance with General Order No. 103 by a licensed
¢ivil engineex. The 2,500-gallon hydropneumatic tank, located
above the 64,000~gallon tank, serves only the five highest lots in
Pine Mountain Ranch. In Decision No. 82179 dated November 27, 1973, -
the Commission restricted the water system's service to the 156
developed lots in Units Nos. 1 and 2 of the Pine Mountain subdivision
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.and to its presently certificated service area in Rainbow Ranch.
Water outages occur during time of peak demand with the present
system. The water system had an operating loss of $3,400 in 1976
and a $5,000 loss in 1977. King testified that as of Jamuary 1, 1977
the value of the water plant in service was $20,870 after deducting
$19,885 for depreciation. The majority of residemts at Rainbow Ranch
are permanent residents while those in Pine Mountain Ranch are pri-
marily weekend and summer residents. , ///

Wedel, the buyer, is president of, and owns a majority of,
Pine Flat Water Company, a nearby public utility water corporation.
He has real estate holdings which he intends to develop within the
sexvice area of the water system. His major business since 1966 has
been the ownership and operation of a water-well drilling company and
of a pump installation company that presently employs 16 persons in
the drilling operation. Wedel estimated that as of May 1, 1977 he and
his wife had a net worth of $898,908 based on tangible assets being
carried on his books at their fair market wvalue at that time, or a net

@ vorch of $534,122 on that date based on tangible assets being carried
on his books at cost less depreciation. Wedel stated that he was
willing to assume the obligation in the amount of approximately’

$§9,0C0 to refund payments owed by King under a main extension agreement
of the water system.

Four customers of the water system appeared in support of
the transfer.

The agreement for the sale of the water system and the note
covering the balance of the purchasé price was executed by Wedel and
King on August 19, 1976. King stated that an application was f£iled
a little later with the Commission requesting approval of the transfer,
but that it became lost and so the herein application was f£iled.
Sometime after the execution of the sales agreement and note, Wedel
gravitated into tending to the water system. He paid some back taxes
on the water system propexty (apparently under prearrangement since
the note was only for $17,170) and during 1977 he made $5,000 worth of
{mprovements to the water system. Since late 1977, Wedel has assigned

. one of the employees of the Pine Flat Water Company to devote part of

-3-
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his time as an cmployee of the water system To do the day-to-day work
on it. Wedel testificd rhat the money he put into the water system
was a Stop-gap measure to presexve the assets of the water system
until transfer and that if the transfer is approved he is willxng
to advance monies to improve the water system, The agreement of
sale makes the transfer subject to the approval of the Commission
and requires King to quitclaim real property owned by the water
system to Wedel. No evidence was presented that such deeds were
ever made up or delivered to Wedel.
The Association was formed to control the architecture

in Pine Mountain Ranch, and it claims representation of the owners
of 50 percent of the lots and 77 percent of the homesites in Pine
Mountain Ranch, It has no members who are ownexs of property in !
Rzinbow Ranch., The Association alleges that transfexr of the water1ﬁ£éng"/
systean is not in the public interest and would adversely'afffect
the futureof the water service now being provided protestants;
that transfer of the water system as requested would create 2
potential for further expansion of the water system which the
Comnission and its staff might not be actively able to regulate and
control; and that Wedel does not have the present ability, either
financial or otherwise, to operate the water system in a mannex
acceptable to the users or to the Commission. The Association
requests that the Commission grant the Association control of the
water system, The Association would like to establish a water
district and take over the water system and, until such time as
the district is formed, requests that King retain ownership of,
and responsibility for, the system and be ordered to bring the
water system up o all Commission gemeral order standards for
water systems. The Association presented a witness, who was a custom-
er of the water system, a permanent resident of Pine Mountain Ranch,
and who had donmated part of his time to the repair and maintenance
of the water system for several years before King entered into a con-
tract to sell to Wedel. Between June of 1977 and February of 1978,
the witresses noted and made photographs of certain parts of the

. water systen which had fallen into dizrepair and which took an

‘ s
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inordinately long time to repair due, principally, to the failure of
the operatoxr to make timely detection of the need to make repairs.
The witness stated that starting in December 1976 he was billed for
water service in the name of Wedel, rather than in the name of King,
as had previously been the case.

A former cumployee of the Commission, with 23 yeaxs' exper-
ience as a utilities engincer in the Hydraulic Branch of the Commise-
sion and presently an engineering consultant, testified on behalf of
the Association that in his opinion it would be better for King to
retain control and operation of the water system rather than giving
it to Wedel; that there had not been made a sufficient investigacion
of Wedel's f£inancial capabilities for running the water system; and
that the proposed transfer could jeopardize the service of Pine
Mountzain Water Company. o//

The Commission staff recommends that the transfer be approved
because, among other reasons, the staff considers Wedel financially and
operationally capable of operating the water system and is a supexrior
alternative to having the water system under Xing's control. The

e

staff witness noted that the water system's tariff book shows that

Wedel filed tariff sheets on Decembexr 24, 1976 as owner of the water
system,

Findings _

1. King and Johnson have dissolved their business partnership,
and Johnson has taken up residence outside of Califormia.

2. One of the assets of the partnership is the public utility
water system which King, with Johnson's approval, desires to dispose
of because King feels he can no longer operate it.

3. Under the present system, the available water supply is }
insufficient to meet peak water needs of existing customers. ;
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4. XKing and Wedel have entered into a written agreement 4
whereby King has agreed to sell the water system to Wedel for
$25,000, $5,000 down, and the balance (less certain advancements
made by Wedel) evidenced by an 8 percent interest-bearing
promigsory note for $17,170 payable at the rate of $200 per month, v

5. Wedel is financially able to operate the water system.

6. Wedel is operationally capable of running the water /
system,

7. Wedel owns property, within the water system's sexrvice 4

rea, which he intends to develop and sell.

8. Wedel has cvidenced his intentions of devoting his s
serious efforts to operate the water system by his advancement of
$5,000 for the maintenance and repair of the system and the furnish-
ing of a part-timc employee to keep the system in opcr&cion.

9. Wedel is & superior alternative to having the water system //
under the control and operation of a lifeless partnership.

10. Approval of the transfer should be conditioned on Wedel's e
assuming, in writing, any refund payments owed under any main
extension agreements entered into in connection with the water
system,

11, while Wedel was shown to have had something to do with

the operation of the water system beginning around December 1976
which may have bordered on the unlawful assumption of control of
er system, his actions under the circumstances spoke more

of his being a carctaker of the water system rather than the
ulcimate controller of it. '

S,

12. The issuance of the note in part payment of :hc/pﬁrchase
price of the water system is reasonably required to accomplish the
sales transaction and the property paid for by the note is not
Teasonably chargeable to operating expenses or to income,
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Conclusions

1. The proposed transfer will not be adverse to the public
interest.

2. The application should be granted subject to the condi-
tions set forth in the ordering paragraphs herein.

IT IS QRDERED that:

1. On or before December 29, 1978, Luis S. King may sell and
transfer the water system referred to in the application to Gerald
Wedel.

2. As a condition of this grant of authority, purchaser shall
assume the public utllity obligations of seller within the area
served by the water system being transferred and shall assume liz-
bility for refunds of 2ll oxisting customer deposits and advances
pertaining to the water system being transferred. Purchaser shall
send notice of the assumption of liability for refunds to all cus~
tomers affected,

3. DPurchaser shall make no new connections until such time as
it can demonstrate a sufficient water supply to provide for
additional customers without adversely affecting sexrvice to existing
customexrs, Purchaser shall exempt therefrom all applicants for
service having a building permit issued prior to August 25, 1978.

4. Within ten days after completion of the transfer purchaser
shall notify the Commission, in writing, of the date of completion
and of the assumption of the obligations set forth in paragraph 2
of this order.

5. Purchaser shall either f£ile a statement adopting the
tariffs of seller now on file with this Commission or refile wunder
his own name those tariffs in accordance with the procedures pre-
seribed by General Order No. 96-A. No increase in rates shall be
made unless authorized by this Commission.

6. On or before the deate of actual transfer, seller shall
deliver to purchaser, and the latter shall receive and presexve
all records, memoranda, and papers pertaining to the construction
and operation of the water system authorized to be transferred.

7=
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7. Upon compliance with all of the terms and conditioms of
this ordexr, seller shall be relieved of his public utility obliga-
tions in connection with the water system trxansferred.

8. On or after the cffective date of this order and on or
before December 29, 1978, for the purposes specified in this proceed-
ing, Gerald Wedel may issue an cvidence of indebtedness in the prin-
cipal amount not exceeding $17,170.87. The authority granted by this
order to issue an cvidence of indebtedness will become effective when
the issuer has paid the fee prescribed by Section 1904(b) of the
Public Utilities Code, which fee is $50.

9. The authoxization granted shall not be construed as a
finding of the value of the rights and properties authorized to be
transferred.

Except as provided in Ordering Paragraph 8, the effective
date of this order shall be thirty days after the date hereof.

Dated at San Francisco , California, this _ ) Qg&.
day of AUGUST , 1978.

§'9 OIS COmasIon
ugz"r‘mg?op ‘CALIF‘ ORNIA

Commm.ssioners

Commiszionor Richard D. Grm'r‘ollo.. being
Rocoescarily abseat, did not participate
in tho disposition of this procecdins.

Comnicoion ’ ng'
=vSi0ner Clairo T, Dadwt At |
moiLosle « Dodries 1
nqﬂ ua.:ly absont, did np+ pa;*?o; :
Iz tno d;spocition’of‘this~p“oééégipato'
. | S Py ng.




