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93253 n, l' 7 0~ Decision ______ RIII.iI.lIl. _ ."'¥Il 

BEFORE THE ?OBLIC C=I~ITIES COMMISSION OF THE STA~E OF CALIFO~~ 

In ~e Matter 0: ~e Application 0: ) 
) 
) 

THOMAS K. JONES, !DA L. JONES, his 
wife, L. IL O'NSZR and IR....~ L. ~SE~, 
his wife, doing business as MOONTAI~­
AIRE WAXER COM?~~, for a cer~i:ieate 
0: p\li)lie eonverl.ience and necessi~y 
to operate a public utility system in 
Mountain-Aire Subdivision, Tulare 
County. 

) Application 43303 
) (Oree: Reopeninq ?roceeeing '1 

) dated December 2, 1980) 
) 
) 
) 

-----------------------------------) ) 
Application 0: L. ~. CNSER, IRENE .L. 
aNSER, THOMAS K. JONES and IDA t. 
JONES, doinq business as MOtJ'N'l'AIN-AIRE 
WATER COMPAo.~, to sell ane I.AR:AT 
CORPORATION to buy ~e water $yste~ 
in Tulare County. 

) 
) 
) 
) 
) 
) 

----------------------------------) 

Application 58208 
(Filee July 10, 1978) 

Frank E. Ja.r.oko ane Susan Janoko, for Luiat 
corporation, a..'"'l.e L. R. Onser a.'"'l.d Thomas K. 
Jones, for ~ountain-Aire Water Company, 
applicants. 

C~ol and Joe Wi:mineha..-n., Jess Land, 
Mrs. Luell Bake:, M:s. Lawson F'a...""::.e:, 
Weslev and KA~:~ price, Sill ~r~nqton, 
Goreon Horton, Stella Steven~on, Katherine 
and will~am Ga-~er, ~oe Faure, ana Clyee 
Ferrell, :0= ~~emselves, ~ro?e=ty owne:s 
an~ ~~te:estee ?arties~ 

t.vn..'"'l. T. C~ew, Attorney at taw, for ~e 
COI!llru.ss::'on staff. 

O?INION .... ------ ... 
I~ Application (A.) 58208, Thomas K~ ~~d Ie~ L. Jones 

and t. R. and I:ene ~. Cnse: {Jones and Cnse:) seek au~ority to 
sell and transfer ~~e Mo~tain-Aire Water Co~any (~o~~tain-Aire) 
to the ta:iat Corporation. The Lariat Corporation is wholly owned 
by F:ank E. Ja.'"'l.oko (Ja.'"loko) • 
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A .. 43303, 5820e AI.J/ek/lq, 

It appears from annual reports filed by Jones and Unser 
that no operating revenaes had ever been received by ~ountain-Aire 
and that no meters or fire hydrants had been installed ~y Mountain­
Aire.!lon December 2, 1930 the Comcission issued Decision CD.) 92453 
which reopened A..43303. 0.62331 d.ated July 26, 1961 in A .. 43303 
qranted. a certificate of public convenience and necessity to 
construct and. operate a public utility water system to supply the 
Mountain-Aire subdivision, a SO-acre area located in Tulare County 
approximately 35 miles east of Porterville and about 21 miles east 
of Springville. 0 .. 92453 stated that A.43303 was reopened to consider 
the following' questions: 

1. Whether the cur:ent Mountain-Aire water 
system serves tbe objectives of public· 
convenience and necessity. 

2. Whether the operations of this water 
~ompany are economically viable, both. 
from a present and future standpoint • 

3. Whether the certifica~e of public 
convenience and necessity issued in 
0.62331 should be suspended, canceled, 
or revoked • 

.;. Whether MOUIltain-Aire, :lOW owned by the 
t.1nser and Jones families.,. should be 
tranSferred to the ~iat COr?Qration. 

Public Hearing 
0.92453 directed. applicants to provide a list of property 

owners wit!lin MOu:lta.in-Ai:'e's service area, and fu..-ther directed the 
Commission's Executive Director to ~l ~otices of the public hearing 
in A .. 43303 and A.SS20S to such proper~y owners. ~he notices were 
mailed to property owners 0: approximately l20 lots. 

Suose~e~~ inves~iga~icn shows ~ha~ so~e ~e~e~s and £i~e hyd~an~s 
have oeen ins~alled. 
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?~blic hearing was held be~ore A~i~istrat~ve Law Judge 
Mallor-j in, ?or-:e:-ville on !I,a:-ch 31, 1981, and attended by l5 owners 
(or co-owners) of lots in :·!ountain-Aire' s service a:ea. Evidence a't 
the public hearing was presented by Janoko on behalf of applicants, 
and by M. J. ?\.:.rcoell on oeha1!' of -;he Coo.'nission t S Policy and Pla"''''l.ing 
Division. Several property owners ~ade oral s'ta'temen'ts at the hea.-ing. 
The Poliey Division report received in evidence as ~~bi't 2 was 
furnished after the hearing to property owners ap~ea.-ing at the hearing 
so that they could fu~-ish written comments to the Commission. The 
matters were submitted on April 30, 1981. Th:ee written com:nents were 

received. 
Evidence o£ A~~lieants 

Janoko's testimony shows that ~~e present water system 
consists 0: a SO~OOO-gallon capacity tank locatee on Lot 83 0: the 
Mo~~tain-Aire subdivision~ 7,496 feet of 4- and 6-inch transite 
pipe :n.ains, t· ... o wells ~ six fire hydrants, a. 2S-foot square well 
site, and a gasoline-powered p~~p. 

There are ~~re~ cabins (one ~~der construction) in the 
subdivision.. There are no permanent residents. A nu.m:oer of 
property owners use their lots as c~~sites. There are ap?roximately 
40 to 60 sad~e-type hookups, which accommodate hose lines to service 
campsites. ':he fire hydrants are usee :by the Onitee States Forest 
Service, withou~ ~~arge~ 

Mountain-Aire has collected no revenues from its water 
systec. Tbe two existi~g cabin owners have been billed in the 
past, :but have never paid :or water service. 

Janoko has operated ~~e water system since its inception, 
except during the last l~ yea=s, during which ti~e Noble Beeler, a 
cabin owner,operatee the system. Beeler ran the p\l.":l.p at the time 
he was using his cabin as he is the person "primarily using the 
water system.~ Prior to the time Seeler operated the system, Janoko 
made two or three trips per year to the subdivision to keep the 
tar.ks full. 
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Janoko testified that to this point he has been fu-~shinq 
water as a convenience to the residents rather than as a water 
company, pri:l.arily so that he could complete sale of the lots in tlle 
subdivision. The contractual aq:eement between Janoko and Jones and 
Unser entered into in 1969 was that Janoko would acquire the 90 lots 
then remaining in the subdivision, and upon completion of the sale 
of those lots, the water system would be transferred to Janoko. 
During the interim period Janoko would run the water system. 
Inasmuch as all lots are sold or retained by the orisinal subdividers 
and all second mortgages have been paid, Janoko wishes to complete 
his transaction with. Jones and Unser. The physical assets of the 
water system have already been transferred from Jones and Unser to 
the Lariat Corporation. 

The potential growth of the Mountain-Aire subdivision is 
difficult to judge, depending on whether the Forest Service improves 
the roads in the vicinity and erects camxro1.mds. The road 
providing access to the subdivision has ~e~ abandoned by the Forest 
Service as a logging road, and no public entity is responsible for 
maintenance and upkeep of the access road. There is no electrical 
service to the subCivision. 

In response to a question from staff counsel whether 
continued public utility status for the water company is necessary, 
J~oko replied that he feels he has a moral obligation to continue 
the water system, and ~at he would not ~want to be sued by Unser 
and Jones for not complying .~~~ our orig~al contract. W 

Janoko stated that he had several coomunications ~th 
property owners after the ~otices of hea:i~g were ~iled. Some 0: 
~~e property owners assertedly wocld like to :or.m a homeowners· 
association to take over ~d operate ~e private road to the 
subclivision, ~~d to operate the water syst~_ 
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" 

Policy and· Planning Division Evidence 

':he Policy ar.c. ?lanr.i:lg Division (s'Cai'£) wi~ess made an 
on-si~e inspec~ion of ~he !acili~ies o~ Augus~ 27, 2~~ and 29, 1980, 
ane i~terviewee Jones and Unser, Janoko, officials of the Tulare County 
Health Depa..-t=lent,. the Fores~ Service, and a local realtor. The 
follOwing are excerpts froo the staff report in ~~oit Z: 

1 •. T'Io.' ',...,A , • ... ... ~ .... t . n6.J.en l.n terv:.ew .. ~ ap~ ... l.ca..~ ts s ... a ... e<;i, t •• a 
~e water company facilities are used 
by lot o~ers who ca..~? du:ing ~he 
summer. According to applicRnts, 
lot owners bring gasoline to activate 
the p~p to fill the storage tank. 
Although some lot owners apparently use 
their lots ~~d ~e water facilities 
f=equen~ly, ~ lot owners live out of ~he 
State~ 2 live out 0: the co~t--v. 
Applic~~ts feel the subdiviSion-is 
unlikely to be developed u.~til the year 
2000 • 

2. ~he on-site visit of August 28, 1980, 
~e Thursday before Labor DAY weekend, 
found no c~~pers at the subdivision. 

3. 0.62331 gr~ting the certificate to 
build an~ o~erate t.~e water svstem 
stated ~hat·the system would ;ot be 
viable ~~til 80~ 0: the lots were 
developed. 
It' is cle~ that 80\ of the lots haven't 
been developed ~~d in staff's view are 
not likely to be developed in the fore­
seeable future . 

.;. ';a..~oko, in a.'1 in-ee:view on A..t:gt:st 27, 
1980, lis~ed expenses of S170 (proper~y 
taxes) ~~e S50 (gasoli~e). 2e s~atee 
the company r~s ~ever Charged =ates. 
~he'~~n~al re~orts fo= years 1979-1971 
confi~ ~he lack 0: reve~ues and do not 
list the above expenses, but show a 
ee~reciation e~ense 0: $213 claimed 
yearly. . 
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AlJ/ek/lq, 
., 

=~ is clear that the company nas never 
been, is not no~ and ca..."l never ~ a 
viable public ~tili~y as it presently 
is us~ ~"ld ooeratee~ The owner~ lack 
0: control over the use 0: the system,' 
due to tne remoteness anc. inaccessi:Oilitv 
of ~ne site, precludes their ability -
to extract rates ,from the lot owners 
through ~~eat of 'service shut-of:. 
Converselv, the lot owners e~"l."lot 
expect the provision 0: reli~le water 
se=vice throu~h ongoing mainten~"lce 
and inves~~ent i~ the syst~~ by the 
owners when no reven~es are cOllecte~-

The staff wi~ess concluded that ~o~tain-Aire is not a 
public utility, that it does not offer public utility se=vice to 
the ?~lic, ~"le that it is ~"llikely to offer public utility service 
in ~~e near future. Sta;= does not believe the certificate serves 
the public need a.:le nec.essity at the subdivision. 

The star! witness recommenced ~hat ~he certificate shoulc 
be c~~celed and ~voked, as continue~ ce~ification or ~s water 
comp~~y may have the ir.adve~ent effect of providing the purchasers 
of lots with unrealistic e~ectations of the Qualitv of se~ce . . . 
provided.. P'olicy anc. ?la1Ul.ing Division believes t.his is det.rimer.Ul.l 

to ~he public int.erest.. 
P'!'"o'Oer'tv Cwne:"S· Views 

At the heari~g, oral statements of pO$i~ion were =ace by 

several lot o~ers. ~~ey were ?ri~ei?ally conee~ec with t~e 
protection 0: pro?erty owners in the period between revocation 0: 
the certificate ane the formation of a mutual water comp~¥ or 
homeowners' association to operate t~e water system.. The property 
owners ask that we authorize the t:a:, .. s:er of t~e water system to . 
Ja.."'loko and that we conti~ue Mou.."l tain-A.ire as a public utility for 
suf:icient ti:e to pe~it the pro?erty Ow:lers to for=. a m~tual a.."lG 

to acquire t~e system-
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'!wo of the ·Hri t.een responses • .... e:e :::o:u parties assoeiateci 
with applic~ts: Claudia J. Cnser, owner of Lot 88, and Stella· 
Steventon, c.a'llgh.ter of ~e O'nsers. xrs. Stevent.on exe>ressec. ee 
view that all parties would be pleased wif the ce~i~ication could 
be transferred to Lariat Corporation at this time, the condition it 
be revoked one year from this date, at wnich time a mutual w~ter 
company, similar to the one now operating in the Camp Nelson A:ea 

be implemented by the property owners. w 

MrS. Onser st.ated that, as a lot owner, "we would be better 
served if t.here was decertification of the present water company upon 
a successor in t.he fo~ 0: a mutual water company; and that the 
ownership of Mo~tain-Aire ~ate: Company be transferred to Lariat 
COr?oration so it may be operatec. as a private corporation.~ 

ca:ol d."'lc. Joe ~inl·l.ingham s'tatee. that: "~1e C"-C. see there 
are outdated conditions with the Mountain-Ai:e Water Company • 
However" we would" like to see a transfer of the com?~~y to,the Lariat 
Corporation. We would like to see a dece:t.ification by PO: only upon 
a successor in the fo~ of a mutual wat.er comp~~y that would satis­
factorily maintain and meet the neees of the property owners. 
Perhaps a t.ime li~t could oe set for formation 0: a mutual com?any.~ 

-7-



• 

• 

• 

On Y~y 26, 1981~ ~he Commission received a let~er signed 
by Jano~o stating, in p~, as tollows: 

"In t:"l.e even'Y of decertii'ication, La...-iat CoX'?ora~ion 
would be willing 'Yo transfer to the lot owners ot 
Tract 293, known as Mountain Aire suQc.i~lision for 
~he tornation of" a =utual -...rater cocpany, the 
following assets: 

"1. Z5x25 ·....ell site and. Lo'Y 8) of 
Tract 293 

~2. All l~es and outlets presen'Yly used 
by Mo~tain M.re 11ate:- Co. 

"3. 50,OOO-gallon storage t;lnk 
"4 Two wells ~d p~p supplyi~ present 

water so'\.:.:ce 
"Lariat Coroo:-ation would transfer these assets to the 
:nutual water company at'no cost. other than present 
taxes and transfer fees. These costs should not 
exceed $500.00."' 

Discussion 
It is apparent that the -...rater cocp~y has never functioned 

in the :anner in -Nhich it "HaS origi~lj conceived. Because the 
sale of lots in the subdivision was slow an~ because the two 
existing cabins are used only in'Yer:ittently, the owners of the 
water co=pany have discontin~ed atte:pts t.o bill for the water 
se~lice. ~o one is employed on-si'Ye to operat.e ~~d :nanage ~he 
water syste::::.. Operation ot the ?'O:lp has been done as an 
acco:Qoc.ation by a cabin owner. ~~ntena~ce and repair to the 
water syste~ requi~ a special trip by Janoko • 

-s-
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The evidence indicates that development 0: the subdivision 
has proceeded very slowly because of the difficulty of access and 
lack of electricity. Most cur:ent lot owners have ~o plans to build. 
Many lots are for sale. With ~e exception of the three cabins, the 
only use of the property by lot owners has been as weekend campsites. 

It is clear that the main pu...-p¢se for the current re<rllest 
for sale and transfer of ~~e water system is to complete the 12-year 
old real estate transaction between Jones and Unser and Janoko. 
Janoko has operated the water system du:inq the l2-year period. 

The lot owners are concerned that there will be a hiat~s, 
during which no one will be responsible for the operation and 
maintenance of the water system, if we rescind the water system's 
certificate before the lot owners form a mutnal water company or 
homeowners' ~ssoeiation to operate the water system. We d~ not 
believe that immediate revocation of the water company's certificate 
will change the water system operation, which is casual at best. 
However, to fu-~ish som~ protection to lot owners, however ~eaqer, 
we will authorize the transfer 0: the -"'ater system to Janoko, a:;d 
provide ~ the order which follows that the certificate issued ~ 
0 .. 62331 will be revoked 60 days after the effective eate of t.:"lis 
order so ~~at property owners may have sufficient opportunity to· 
organize a mutual water company or other alternative to operate the 
water syste.r:l. 

~~e above action is consisten~ with the Commission's 
certification policy for small comp~es set fo~.h in Resolution 
M-4708 adopted August 28, 1980. Paragraphs (c) and Cd) 0: that 
resolution state ~t the Commission will: 
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It (c) cancel unexercised certificates· for 
operatio~s ~~ely to be viable 
systems if eeveloped; likewise c~cel 
certificates for const--ucted syste~ 
se=vinq ~o ~stome=s when ~~e owner . 
requests a transfer and sale of the 
utilitv which would not be likelv to 
result-in a viable operation; -

Wee) support and promote the conversion of 
unviable or ~qinal water utilities 
to public ownership or ~eir mergers 
with. more viable entities when 
opport~ities arise and customer 
service is more likely to ~prove 
through such change than without it~~ 

Pi~dings 0: Fact 

1. A certificate of public convenience was issued to Jones 
and Unser in 0.62331 to construct ~~d operate a public utility water 
system in the !-!Ou:l::ain-Aire suJXi vision. 

2.. A water system was const:t:cted i:l the !-1ountain-Aire 
s~ivision consisting of about ~,OOO feet of main, two wells, a 
storage tank, well sites, and a gasoline-powered pump_ 

3. The subdivision consists of approximately 120 lots, all 
of wr~ch have been sold, or have been retained by the Jones and 
Unser families or by J~"l.oko for tl'lei: ow::. use .. 

4. Only three cabins have been b~lt or are ~der const~ction 
in the Mo~tain-Aire subdivision since its inception. There are no 
permanent residents of the subeivision. 

S. There is no ele~-=icity to the subdivision. 
6. The roacls to the s~ivisio~ are in very poor condition, 

making it diffieult ~o reach the subdivision. 
7 • Ma:l.y of the lots 1:1 -:he s..:bdi ".rision have been. ot"!"ered. 

for resale .. 

8. :here has bee~ recreational use by the lot owners who 
camp out for short periods • 
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9. Wa~er usage ~y lot owners is sporaeic. !t is necessary 
to fill ~e ~ater storage tank fro~ the ~ells ~y p~ing before 
water is availab~e. 

10_ The gasoline-powered p~p is ~lockee so ~t any lot 
o~er or the Unitee States Forest Service ~y activate the pu:? 
when water is neeeed. 

11. There is no on-site manager or operator of the water 
system • 

. 12. In recent montr.s a c~in owner has operated ~e p~ on 
weekends as an accommoeation to =anoko~ 

l3. Physical assets of the wa~er company ~ere ~ansfe==ee 
:rom Jones ~~e Unser to Janoko several years ago. 

14. For -:he last 12 years J'anokc has operated and ::t.aintainee 
~e wate: system. 

15. D.62331 states that applicants pro?Ose to reneer ~~ 
a-month seasonal ser~ice ~etween ~~rch 1 ~~e October 1 ~der :lat 
rate and meter rate sched~les. The seasonal :lat rate is $43 per 
single-family residence. 

16. ~o lot holder or cabin o~er in ~e Xountain-Aire 
subdivision has paid for water service ~~ ~~e past l2 years. 

l7. Mountain-Aire has received no ope=ati~g revenues during 
~~e past 12 years. 

l8. The only eX?enses in~ree by J~~o%o for operation 0: 
the ~ate: system are for ~nor repairs, installation of several 
services to which hoses zay be attachee, gasoline :0: the operation 
of the PUO?, and travel costs ~o and from the s~ivision. 

19. Future development of t.""le Xoun::ain-Aire s~e:i ·n.sion. will 
be very slow beeause of the eiffi~lt roads to be t::'aversecl to· 
reach" 'the s".J.be.i-J'ision a::.d becac.se the s~ivision has :::'0 electric 
service .. 
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as: 
20.. The water system is ~ot a viable public utility operation 

a.. It serves only a very limited. portion 
of the lot OW:lers on a sporadic basis'. 

b.. No revenues have been co12ected. for 
past services rendered. 

c. The water syst~ is not an economical 
operation as it ~s received. no 
operat~g reven~es~ nor has" i~ provi~ed 
a retu-~ to its owners. 

d.. There is no responsi~le pe~son o~-site 
to manage or operate the water system. 

21. Public convenience ar.d necessity does not require the 
operation of Mountain-Aire as a public utility water system .. 

22.. ?:operty owners should have the opportunity to form a 
public service district, a mutual water company, or other appropriate 
entity to operate the water system_ 

23.. The proposed transfer is in the public interest only to 
the extent ~at it will continue operation of the water syst~~ as 
a public utility until a mutual water company or s:-~lar entity can 
be formed. 

24. It can be seen wit.."'l certainty that there is no possibility 
that the activity in question may have a significant effect on the 
environment .. 
Conclusions of Law 

1. Authority should ~e gr~tee to ?e~it completion of the 
transfer of the water system from :ones and Unser to Janoko. 

2. A!~er a 60-day period ~ which property owners =ay fo~ 

a public service district, a mutual water company, or other 
appropriate entity to operate the water system, the certificate of 
public co~venience and necessity originally q:antec i~ D.6233l and 
transferred herei~ should be canceled and revoked as, at ~~at ti~er 
public eonvecience and necessity will no longer require the 
operation of Y.ountain-Aire as a public utility • 
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3. These actions are consistent With COmmission ~olicy 
enunciated in 3.esol~tion M-l..708 dat.ed Au~st. 28, 1980 con­
cerning certification of small water com?anies~ 

This authorization is not a finding of the value of the 
rights and properties to be transfer=ee. 

Only the amount paid to ~e State for operative rights 
may be used in 'rate fixing. The State may grant any n~er of 
rights and may cancel or modify the monopoly feature of these 
rights at any time. 

ORO E R 

IT IS ORDERED t.'"J.at: 
l. On or before August 3l, 1981, Thomas K. Jones, lea L. 

Jones, L. R. Onser, and Irene t .. Onser may sell and transfer the 
water system and other assets specified in the application to the 
Lariat Corporation • 

2. As a coneition of this grant o! authority, buyer shall 
assu:::ne the p1.ll:>lic utility Obligations 0: seller,. shall assu:c.e 
liability for refunds of all existing customer deposits, and shall 
notify the affected customers. 

3. Within 10 days after transfer buyer shall write the 
Commission, stating the date of transfer a:::.d the date the require­
ments of paragraph 2 were completed. .. 

4. Buyer shall ei~"'er file a statement adopting seller's 
tariffs or refile those tariffs under its own name as prescribed 
in General Order Series 96. Rates s~ll not be increased unless 
aut.'"J.ori:ed by this Commission. 

5. Before the transfer oc~~s, seller shall deliver to 
buyer, and buyer shall keep, all recorc.s of the construction a."'ld 
operation of the water system. 

6. When this order has been complied wi~~, seller shall 
have no fu.-ther obligations in connection wi~'" this syst~~ • 



" 

7 • Si~y days af~e:, ~he e!"!eco:i ·.fe date 0:''' 'Chis order the'" 
ce~i~icate o! public convenience ~~ necessity originally grantea 
in D.6233l and transre~e~ to the ta.-iat Co~oration oy Ordering 

~~ . 
Paragraph ! above~ revoke~ and c~~celed. All tar~~fs ~~ :aps 
£ile~ with the Co~~tssion oy ~e ta.-ia~ Corpora'Cion, doing Qusiness 
as ~ountain-Aire Water Comp~y,~~~voked and canceled. 

S. A copy of this orC.er shall be served or. all ::'ot. Oi-VIlers 

who were notified of the public hearing in these proceedings. 
This order becomes effective 30 days fro: today. 
Dated JUL 71981 0, California. 

C¢:l::I1~3io::e:r ::icha:rcl :0. Gr~vello. bOi::.S 
noe¢s~~ily ~b=o::t. di4 no~ part1ci~ate 
i:l the diS:;>oS1t1on 0: t!Us. pro<:co<iing.. 
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