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Decision No. ,. 91.562 APR 15 .1iW -------
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STA'rS OFCALIFOIU."IA 

In the ¥Atter o~ the Ap?lication of 
'WILLIAM M. NOE> 1rJ.div1du.ally and as 
Trustee of the HAZEL V. NOE TESTAMENTARY 
TRUST, and NICHOLAS LIMER". GERALD HEYMAN". 
CHESTER PRESTON, . TERRENCE 0' MAI.J.E[". 
STAl."IZY KLEIN > w~IAM KREUZER". 
MARTIN DOW1"'EN". ARTHUR DOWNEN> A. BR.t."""NT 
CA:RRU'I'R". .Al."D R.A.LPR ENDERLE to sell and 
buy the stock o~ DEER LAlCS WATER 
CORPORATION". San Bernard1no CO'Wlty". 
California. 

OPINION 

App11cat10n No.. 59135 
(F11ed·Sept. 11> 1979)· 

(Amended Feb. 25". 1980) 

App11cants, William M. Noe (seller) and Nicholas Limer, 
et al. (Buyers)". request author1 ty 'Under Section 854 ot the 
Cal1torn1aPub11c Utilities Code tor Seller to transfer and Buyers 
to aCquire the stock and control o~ Deer Lake Water Corporation 
ecrt111ty).. Seller> ind1v1dual.ly and as ~stee of the Hazel V. Nee 

Testamentary Trust". owns all o~ the issued and outstand~ common 
stoek of Utility. F1na.ncial statements of Buyers> detaU of 
improvements, qualifications of operators> and ult1mate plans tor 
UtU1ty were provided 'by 8lIlendment ~:1.1ed February 2o, 1980.- Seller 
has entered into a written agreement with Buyers whereby each of 
the parties will cooperate tully ~th the other 1n the execution 
of such applications, requests and documents betore the Public 
Utilities Commission as may be required 1n connection witn the 
transfer or control o~ Deer Lake Water Corporation. Applicants 
request ex parte authorization 'by th1s Commiss1on so that. the 
transaction may be promptlY consummated. 
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Utility is 8. pub11cuti11ty water corporation engaged 
in the business or SUp?ly1ng water service to 64 metered service 
customers and 29 nat rate service customers in Deer Lodge Park,., 

near Lake Arrowhead,., :1Jl San Berna.rd1no County. Utili tyis operated 
by Seller. 

Deer Lake Water Corporation was incorporated under the 
laws of' the State of' Cali!orn,j,a on August 28,., 1957. Apparently,., 
2,,500 shares 0'£ common s.tock were issued prior to Deer Lake 'Water 
Corporation being. declared a public utUity by Decision No. 56529,., 
da.ted April 15" 1958" in Cases Nos. 6002 and 6006. No other stock 
has been issued. A copy 0'£ the articles or incorporation was filed 
With this application. Corporate relat1onsh.1ps have not changed 
since that time. 

; 

The or1g1~ cost 0'£ the assets of the company;' record.ed. 
as of June 30, 1979" is $l2l,,446.57, and the deprec1a.tioIl'reserve 
as of the same date is $28>260.51" resulting 1n a net book cost of 
$93>186.06. Included in section IV of the application ,is a descrip­
tion of the water system and the property owned by Utility ,including 
pumping equ1.pment> wells>, mains and reservOirs. 

The application recites that Buyers h8. ve each acquired ' 
real property or have entered into commitments to acquire ~eal, 
property in Deer Lodge Park, which is the service area of Utility _,. 
Buyers intend to improve said real property ~y building homes 
thereon. Buyers have entered into an agreement to acquire all or 
the stock of Ut1l1ty in order to insure good management of Ut~11ty> 
upon wtuch they will depend ror water supply and to realize a return 
on their investment in Utility. Exhibit rtF",., attached to the amend­
ment to the applica.tion" recites plans ror upgrad.ing the water 
system,., including work already underway. SUbstant1al1mprovement 

in operatiOns and service of UtUity is anticipated as a resuJ.t.o"r . 
the transaction. 
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Buyers' f'inancial. statements indicate that they have 
comb1n.eci assets on an estimated value 'basis as of June 30, 1919 
exceeding $3,000,000 and an annual combined income or over $340,ooo~ 

Terms or the agreement 'between Seller and.Buyers prov1de 
that Buyers Will purchase Utility for $94,,100, consisting or- cash 
payment of' $65,000 and asS'Ul'llpt1on of a. smaJ.l Business Adm1nistration 
(SBA) loan to Utility or $29,100. Condit10ns of the s.aJ,e require 
Seller to complete repairs of property damage for which a sBA loan 
was made prior to close or escrow. Also" a chlor:tnator and b.O\lsing 
for same" required 'by the Environmental Health Department (EED) of 
San Berna.rci1no County, is to 'be instaJ.led _ Buyers may" at their . 
discretion, hire WiJ.lj.a:n M. Nee as a consultant and supervi.sor 
for $300 per month '\doth a maximum of thirty hours per month for 
one year, commencing at the close of escrow. Buyers agree to, hire 
a certified water treat:nent operator, for one day a weeK,· and a 
full-time operator in trajnjng to work under his supervision until 
also certified. 

Exhi'bit "K" attached to the amendment to the application 
is So notice to the customers intor:t.1:Og. them. about the'f1ling of' 
the application. SUch notice was e:f'1"eeted 'by, mail on February 8" 1980, 
advising customers that tmY comments or questions be directed in 

writ~ to the Los Angeles o~~ice of tnisComm1ss1on. The Commission 
has received two protests .. 'because of poor water serv1ce,to the 
proposed acquisition 01" control and eight in:f'ormal compla~ts of 
poor service _ The San Bernard1.'"l.o County EHD ,has recommended improve­
ments to the water system which, upon complet1on~ Will alleviate 
the customer complaints related to poor water serv1ce~ Buyers have 
made a commitment to make the improvements rtt~ cert:a.1:n time 
l1m1ts. Buyers'written agreement nth EBD is,:attached as AppendiX A-

, , " 

-3-



..... 

• 

"'. 

A. 59135 - U/'kn 

The transfer ot a watercompany~ even when merely control 
passes~ is a sensitive subject tor tbj,s Commission iD:thediSCh.arge 
of its regular responsibilities. Many or the transter applications. 
that we receive involve companies which proVide poor service with 
little prospect tor improvement. In such cases~ we may tine! 1t 
appropriate to require various commitments from the buyer or seller 
as a condition of the transrer. Frequently ~we tine! that a pUblic 
district~ by takeover or formation> otters a more promistngtutUre 

. . . 
than transfer~ and we promote such a result. Somet1mes apublie 
hearing is required to. exa:m.1ne the tacts and circumstances surround-
1ng the proposed transaction. 

In this l1gnt~ we determine that the proposed acquisition 
of control of Utility by Buyers would not be adverse to the pub·11c 
interest and that the applica.tion should Oe granted. A·· pu'!>l:tc 
hearing is not necessar.y • 

Tnis deciSion is based on the information on file With 
the Commission and fUrnished by the app11ca.~ts> which indicates 
that Utility is in need of" improvement to prov1de adequate service 
w~th a re11aole wa.ter supply. Buyers have adequate assets Witn a 
direct stake 1:0. the Viabillty or Utility and have ma<;e a c.omm1tment 
to improve the system •. Utility will be ordered to submit progress 
reports on :1:c.provements to the Commission at six-month intervals 
until improvements are completed. In. order for improvements to 
commence which are necessar,y tor the de11ver,y ot wholesome 'potable 
water With adequate supply> the handling or t'M.s order should be 
expedited. Tbe e!fective date 0'£ this order should· be the date 
hereof. 
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Findings of Fact 

1. Utility provides water service to 93 domestic customers 
in Deer Lodge Park near Lake Arrowhead 1n San Bernardino County. 

2. William. M. Nee owns the 2~500 sb&res 0'£ issued and out­
standing common stock of Deer Lake Water Corporation. 

3. Articles of Incorporation '£or Deer Lake Water' Corporation 
were filed with thls applicat1on. 

4.. Assets 0'£ the p:-oposed Buyers· appear to be adequate ~ and 
their income appears sutt1cient to supply the necessary-finances 
to perform the improvements recommended by the Health'Department" 
as well as sufficient fUnds for the continued operation and main­
tenance of Utility. 

5. Acquisition of the stock of Deer Lake Water Corporation 
results in transfer of control of Utility to Buyers. 

6. Tbe operation or Utility will be improved byttds tra.n.s!"er .. 
1. All customers have been notified of ~s pending applica­

t1on; it is expected that all objections voiced in their responses 
will be sat1sfied by completion of improvements to the system to 
be made a condition of this order. 

8. '!'he improvements to the syste:l should be completed by 

Utility under new management.. Util1ty should submit progress 
reports on improvements to the COmmission at Six-month intervals 
until completion of said improvements. 

9· Expedient action has been requested ~ order to permit 
early completion of scheduled improvements. 

The authorization granted sball.not be construed asa 
f1nd1Dg of the value or the r1gb.ts and properties authorized· to-be 
a.c:qu1:red. 
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Conclusions of Law 
1. Pursuant to Section 854 of' the Public Utilities' Code ~ 

this Commi.ssion has jur1sci1.et1on to' consid.er the acquisition-of' 
control of Utllity by Buyers. 

2. AcqW.sition '~,or control of Utility' 'by B\lyers is not 
adverse to the public interest. 

3. The application should. be granted as prov1ded1n the 
order which follows. 

4. The effective da.te or this order should 'be the da.te 
hereof. 

5. A public hearing is not necessary .. 

ORDER 

IT IS ORDEF.ED that: 
1. Nicholas L1mer~ et al., may control Deer Lake Water, 

Corporation. 
2.. UtU1 ty j,s ordered to perroI'm the :1.mprovements described 

in Appendix A. 

-6-



• A. 59135 - u/kn 

3. Utility shall submit semiannual progress reports on 
performance o~ the improvements described 1n Appendix A~ until 
such t1me a.s the improvements are completed. 

4. W.1. th.1.n ten <iays at'ter completion o~ transrer ~ Buyers 
shall notti'y the Commission> in writ1ng~ of the date of' ass-WIling 

control. 
The effective date 0'£ this order is the date hereof". 
Dated »R 1 E' J.gSO > at san Francisco> Ca.l1torn.1.a. 
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• March 12~ 1980 

• 

Mr. J. Weslezy Gebb~ R .. S. 
Environmental Specialist IV 
Ull East Mill· Street 
~ildingl 
San Bernardi:no~ California' 92415 

Public Utilities Commission 
State Oft1ce]uilding 
107 S. :Broad""aY' 
Room 5109 . 
Los Al'l.ge1es,. Cali:f'or:lia. 90012 

Re: Acceptance o:f' Improve:nents. ~or Deer La.ke Water 

Gentleoen: 

We~ the undersigned a:pplica.."'lts to purchase Deer we 'ti'ater.Inc •• 
P... Cali!ornia. Corporation frOCl Mr. Willia::l Nee,. do herein consent 
a:ld app!'ove the recom::lendations made by J .. Wesley Geee of the 
Environmental Health Depo.:-t:lent (ESD) to improve the water. supply 
of the ~eer Lake Water Co~pany on the i'olloving terms. and 
conditio!lS: .' 

That the undersigned a.pplicants shall have no responsibility­
whatsoever for 3.dvaneing a.r.:s tunds and·ta'king a:ay. acti-ons until 
or unless the P1.:.b1ic Utilities Com:lission appro:ves th.e 
application to tra.."l.S:f'er and sell th~ stock of the CO:l~ ,.which 
has been on file since Septe:1ber,. 1979. 

, 
. . 

That the undersigned applicants understand and agree vi th 
EnVironmental Improvement Agenc:y (EHD) that the d:-inking ~ater 
situation in Deer !¢dge Park is an DCERGENCY and that the Public 
Utilities Co~ission should act rapidly to assure saf~ drinking 
Yr.l tel" to the Deer Ie.ke . Water eu.s'tomers. . 

That once the application has been approved y the undersi~ed 
applicants "'ill take the i"oll~'ing action: 

(EE:D ~~ATION): Re1:ain the services o"r a.t ~east a 
Class I Ya.ter Treatment Operator and employ a person to york as 
operator-in-training under the direct supervision o~ the 
certified opera.tor. The certi:t1~ opera.tor ahaJ.l be reta.1ned . 
untU such time as the operator-in-training becomes certi:t1ed. 

RECOZ.IME~DATION AC·CEPTED~ wi th . the 
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understanding tha.t y~. Andrew- Sa.:Il1:lut would' 
be the Water treatment Operator hired at 
$400 ... 00 p~r month !'or services tobe 
rendered one day per week~ and that Mr., 
Robert :Ber:l.ier would be hired to serve a.s 
the oper~tor-in-trainins 

(EE:O ~ATION): Ins:tal.l a eontinuoustul."bidity 
meter. turbidity reco.rder, and. an auto.matic co.ntrol until for 
mo.nitoring the tunnel turbidity level and co.ntro.llinethe use o.~ 
the tunnel water supply- The pump(s) and valve{e) Will be 
contro.lled in such a. manner tha.t the tunnel ws.terYillbe 
discharged -to waste when the '«3.ter exceeds one (1) turbidity unit 
and the well(s} or other new sources rill begin supplying the 
system automatieal.ly. 

RECOMMENDATION ACCEPTED. with the 
understanding that 3. civil engineer would 
be hired by Deer Lake Water to. engineer 
suitable devices to ~rovide sa!e~ds fo.r 
-:un."'lel turbidity exceeding one \1) unit, 
a!lc. -:;ha t the plans be sub:::!i tted to. the 
Environtlental Impro.vecent Agency, San 
Berna.rdino Coun.ty ... 1:t!lin 120 days of PUC 
Application Approval, and 'that once the 
county ~as ~pprovee ~"'ld accepted the plar.s 
and issued a constructio.npermi tthat the 
work of improvement be cOQpleted Within 90 
days the~e~ter. 

(:::ED RreoomIDUION): Immediately utilize We).). No.2 as. 
the source or vater supply until such tiae the tunnel vater 
supply mOnitoring and control equipment bas been :tnstaJ.led and is 
operating properly. This l."e<;,Uirement'rill necessitate a change 
in the arrangement o! the exiting booster pua~ and tank 
:tacUities J.oea.te<l at the tunnel. Yell No.1 ma...v be util'ized as 
a standby vater source. Yell No. 1 must be sampled ~or 
bacteriologic:U quaJ.i ty prior to. 'being placed into service. 

R3COMM~NDATION ACCE?TED, with the 
understan;a.bg that·the work of replUl:lbing 
of Well No 2 as indicated zhallbe 
peri'eetec wi t!lin 45 days aft·er the PUC 
Application Approval. 

(KED ~OOtENDATION): 1'he continued useo! Yell No.1 83 

a standby or primary source will require the reconstruction 00£ 
the well pit- The pit shall be co.nstructed 01: poured rei~orced 
concrete with a va.tert1ght manhol.e cover and a. gravity drain­
pipe • 
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RECOKMENDATION ACCEPTED p with th. 
understa.~ding that the work or iQprovement 
on Well No. 1 shall be completed within 90 
d~s a...~r the PUC Applica:tion Approval;. . 

, . ,- " . 

(EED m.x:oommATION): Yell No. } and 4 must be properly 
completed prior to October '11. 1980. " , ' 

RECOKKENDATION ACCEPTEDpwith th& 
understanding that Well No.:; Will be 
cocpleted by October 11, 1980, and Well No-. 
4 Will be completed or destroyed by that 
date to be determined by Deer Lake Water 
after engineering. (As to Well No •. 4 there 
may- be ~ better sotlI"ee o'! wa. tel" developed 
b.r Deer Lake Water Corporation. 

(x:m R:reOOtEmlATON): A standby service connection With 
Crestline-Lake Arrowhead Wa.ter Ageney or Lake Arrowhead Community 
Services District shotz.l.d be obtained at the earliest poSSible 
da.te. 

RECOMMENDATION ACCEPTED, with the 
understanding the the applicants have no 
direct ~ethod of forCing either the 
Crestline-Lake Arrowhead Water Agene.1 or 
Lake Arrowhead·Co=-~ity Services District 
to render service. I1r. Robert Massey, 
r~nager, Crestline-take Arrowhead Water 
Agen~, has represented to A.Erent Carruth 
that the engineering tor the connection 
line to Deer Lake Wo.ter is eoc;ple-tea.nd 
tho.t the -"'':l. ~r line Will 'be constructed in 
the Sum~er of 1980. John Dahlk~ of C.M 
Engill."'lering contir:ned With Crestline-Lake 
Arro'",head Water Agency e:lgineers that the 
engineering plans are cO::lple~d and 'Waiting 
tor bie.s. 

(EEJ) RECOKMENDATION): Low-level alarms. should be 
installed on the two storage tanks in addition to theex1st1ng 
'Water level control probes. 

RECOMMENDATION ACCEPTED, with the 
underS""...a:lding that a civil engineer shall 
be hi:-ed by Deer Lake Water to engineer' 
SUitable devices to monitor wa::er levels at' 
the tanks p and said pla.ns shall be 
submitted to the Environmental. Improvement 
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Agrmc::r., San ~rna.rdino County Wi thin 120 
days 'following PUC Application Approval, 
and that once the County has approved and 
accepted the plans and issued a 
construction permit that the work of" 
improvement shall be completedw1thin 90 
days thereafter. 

It is understood and agreed that timely cocpliance with 
the accepted recommendations Within this letter shall assure 
adequa.te water supply al'le quality in DeerLod~ Park, wherein 
addition service connections could be made to partia.lly offset 
the CQst o~ the work which will 'be undertaken 'by the te:-ms of the 
accepted proposal. ' 

Respectfully Submitted, 

/s/ 

,~ ". 


