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lA"(ision 97-08-021 August I, 1997 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Application of Tahoc'p,uk\Vater COIl\pal\)', 
Inc., to sell and Tahoe Park Utility COri'lp:my to 
bu)' the \Vater System in Placer County. 

Application of Lake Forest Utility COinpany, -
Inc., to sell and Tahoe Park Utility Company to 
buy the \Vater System in Placer County. 

OPINION 

Statement of Facts 

Application 97-02-039 
(Filed February 28,1997) 

Application 97--02--040 
(Filed February 28, 1997) 

In 1908, two individuals, La-n,be-rt and DetwilerJ de\'eloping a 640-acre area in 

_ e the Tahoe Park area OIl the northwe-st shore of Lake TahOe in Placer County, California, 

-e installed a water distribution system to serve their development. In 19171 Lambert sold 

to Detwiler, but on Detwilees death in. 1939 th~ utilit), system paSSed back to Lambert, 

with subsequent transfers to Bolton (1952), to Kaastnlp(1960), to Farl (1976) who 

incorporated the system as Tahoe Park \Vater CompanStl Inc. (Tahoe Park), before 

transferring it to DaVid Robertson in 19S6, the present owner. 

In 1911, l\tatt Green installed a watet distnbution system to serve a subdivision 

at lake Forest on the northwestern shore of Lake Tahoe in Placer County, California. II\ 

subsequent transfers, the utility was sold to Green (1950), to l\fcChtre (19$3) who 

incorporated the system as lake Forest \Valer Company (1986) before selling the system 

to Lake Forest Utility COil\pany~ Inc. (lake Forest), the latter wholly o\,med by David R. 

Robertson. 
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Today, Tahoe Park 5en'cs approximately 498 residential customers (29 metered) 

in an area described as Tahoe Park, Mirarnar Heightsl Sierra Estates, Nielsen, and 

Skyland subdIvision near Tahoe City. Lake Forest today S(>r\,('S approximately 113 

customers (1 metered) in an area described as Lake Forest, on Lake Tahoe Unit #1, and 

Tahoe Island Park subdivisions near Tahoe City. 

Robertson, sole owner of both utilities, desires to dispose of them to pursue other 

intereSts. Richard Dewante, a consulting engineer and parmer in Dewante & Stowell, 

Inc. of Sacramento, with a stated net worth exceeding a half n'\illion dollars, desires to 

purchase both utilities. Dewante is a registered civil engineer \\'ith 19 years' expt'rience 

in the design of \\'ater arid·, .... astewater facilities, and holds a Grade 3 water treatment 

operator's liCense. Accordingly, Dewante has organized and qualified a new California 

corporation, Tahoe Park Utility Company (Utility Co.) to acquire Tahoe Park and lake 

Forest. 

On April 3, 1996, Robertson's two utilities, Tahoe Park and Lake Forest each 

entered an Agreement of Sate with Dewante's Utility Co. whereby both Robertson's 

utilities \\'Quld be sold and transferred to Utllity Co. In addition, Robertson's Tahoe 

Park entered into a separate Agreement of Sale the same April 3, 1996, whereby Tahoe 

Park would $ever the 0.43-acie real property parcel at 1759 \Vash6e \Vay which includes 

Tahoe Park's garage and office, and sell this parcel and building to Richard and Am, 

Dewante, as husband and wife, leaving the latter two to negotiate an easement with 

Richard Dewante's utlHty Ce:>. to accommodate the utility system spring, well, and 

water supply; treatment, storage, and distribution facilities and equIpment which are 

located on the O.43-acre parcel. 

The application lists the respective original costs of the Tahoe Park and Lake 

Forest systems as being $984,862 and $72A71, with tespecth'e depredation reserves 

stated as $315~ and $46,592. These result, as stated in the application, in respecthte 

net book costs of $669,498 and $25,&79. 

The stated sale prke fOr the Tahoe Park system is $740,745 (this is ·$71,249 over 

\ , 

e 
e 

original cost less depreciation and contributions) to be met as follows: $185,()()() do\Vil; • 

assumption of the Department of \Vater Resources (O\VR) loan of $303,720 and a Iilam 
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extension agreement of $82,025, and the remaining $170,000 by a seller carried 130 

month note at 8% per annum interest.' 

The stated sale price (or the sc\'erro 0.43-acre garag~office real estate parcel is 

$150,000 to be met with nothing do\,,'n and a 130·nlonth note to seller Tahoe Park at 8% 

per annum intereSt and sc<ured by a collateral assignment of aU Utility Co. stock and a 

deed of trust on the real property. Original cost and depredation is not stated. 

The stated sale price of the Lake Forest system is $115,000 cash. (This is $89,121 

OVer original C(l.st less depreciation.) 

Dewantc has stated in writing his understanding that rates for each system will 

be bastd upon the depred<\ted original cost lE'Ss contributions, and not o,it the purchase 

prices. Transfers of title would be by grant d~ applicable to each utility system, and 

include all welis, their sites, tankS, equipment, easements, and right_s to appropriate or 

dh'ert water. There are no customer depositst6 ~tablish credit. All refunds On main 

exteMion ad\'anres are current, and Dewante agrees to pay remaining balances as they 

becOme due. 

Utility Co. states it will adopt the pteS:ent1y tiled tariffs 6f Tahoe Park and Lake 

Forest. 

\Vhile the respective system sales agreements provide that the buyer would 

inform the respective utility customers of the applications to sen and transfer, as of 

May 30, 1997 no notice had been pro\;ided the ratepayers. There was notice of the 

1 The parties would atlocdte the resp«t1ve purchase prices as (0110\"5: 

Easements and interests in land: 
Buildings and deprooable assets: 
Intangible$: 
Vehides: 
Equipment: 

Lake Tahoe 

$15.000 
635.745 
70.000 
17.000 
·3.® 

$740,745 
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Lake Forest 

$15,000 
75,000 
25,000 

-
$115,000 
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proposed Irans.lctions in the Commission's D~li1y Calendar of l\farch 4, 1997. The bu}'('f 

has since agreed to provide notice'S to all customers. 

By the applications, the partie'S ask cx parle authorization (or the transactions, 

and the scHer upon compHance with a Commission authorization seeks to be relie\'ed of 

all public utility obligations related to the systems being transferred. 

DiscussIon 

In private investor sale and transfer of public utilities, the function of the 

Conlmission is to protect and safeguard the interests of the public. The coricem is to 

prc,pent impairment of the public service by the transfer of utility properly and 

functions into the hands of parties incapable ot performing an' adequate service al 

reasonable rates or upon terms which could brill'g ahOl!t the same undesirabl~ iesult. 

(So.Cal. ~{ountain \Vater Co. (1912) 1 CRC 520). \Ve want to be aSsured that the 

purchaser is financially capable of the acquisition, and that after the acquisition he will 

be able to provide a satlsfactOIY operation. 

, 

For reasons that will berome apparent, we will first address' the proposed Lake' e 
Forest sale. \Vhile the personal financial statem~nt and professional engineering e 
background of Dewante offer assuraI\ce of both financial and operational ability to 

operate the lake Forest system, we are concerned at the magnitude of the $89/121 

ptemitinl over the stated net book of $25,879. This latter figure appears to be at variance 

with other figures submitted; The December 31, 1995 Annual Report attached to the 

lake Forest application sets forth that gross plant in service was $112/023. This $112,023 

included "transportation equipment" stated to be $21,823. The Lake ForeSt assets listed 

as included in the proposed sale specifically exclude the utility's 1994 Ford F-3SO, one-

toni 4-wheel drh'e truck. Under the application listlng, it is stated: "Transportation 

Equipment: None."l Using the 1995 Annual Report Schedule B ... \Vater Plant In Service 

2 In deleting this Ford truck from the as:..~ts t6 be sold, Tahoe Park apparently has overlooked 
the provisions of Publit' UtiHties (PU) Code § 851 which provides that rio public utility may sell 
or dispose of the whole or any part of its "plant, system, or other pr6perty necessary of useful 
in the perfom\anre of its duties to the pUblit u'\'ithout first having secured f.-om the • 

footnote CQ"lirlllttf .,,, next r"lge 
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total of $112,Oi3, and deleting the $21,823 tr,lnsportation item (Acct. 341), we obtain 

$90,200 for plant in service which after deductiOll of the Schedule C DepredaHon 

Reserve $46»92IN\'es an approximate net book of $53,600 rather thaI) the $25,879 of 

the application narrath'c. This would make the pren\i\1n\ closer to $61,000 rather than 

the ~"'9,121. The rate base as reported elsewhere in the workpapers of Advice Letter 30 

was $49,~05. Accordingly, the spread or premium would not be excessive were all 

other things satisfactory. But the sale would leave Lake Forest without transportation 

equipment. \Ve see no reason to conclude that such 4·wheel drive equipment during 

snow stomlS in this mountain area would not be needed and useful as in the past and 

for that reason, absent some showing to the contrary, the Commission would not under 

PU Code § 851 authorize Robertson's proposed severance of the 1994 Ford truck from 

property necessary or useful in the utility's performalke of its duties to the pubHt'. 

As stntctured, the Commission cannot authorize the La~e Forest ~Ie. Similar 

concerns affect the Tahoe Park application. The sole owner of Tahoe Park, Robertson, 

is reall}t proposing to position the Tahoe Park sa1e SO as to realize personalty a total of 

$505,000 from the sale: $185,(0) immediate cash, and SJ,20l)(X) in nlonthly payments at 

8% pet aJ\num interest oVer an approximate 10. year period. This $505,000 would be 

realized on a utility net plant of $232,620 (using the December 31, 1995 Annual Report 

Schedules Band C figures for \Vater Plant in Service and Depredation ReServe, and 

excluding the D\VR plant and Main Extension AgreementV 

Cominission an order authorizing it to do so. Any sate or dispOSitio.n made otherwise is void. 
The truck has ('ib\'io.usly been n~~~ty and useful and \,-a5 carried on the list of assets which 
ate reflected in the rate base on which ratepayers rates ate set. No. authorization has been 
sought other thal\ as may be inferable (10m the present application. 

) Tahoe Park Skyland INeilsen Consolidated 

Plant In Service $358.533 $37,980 $.396,513 
Dep. Resen'e 126,951 36,9-12 163.893 

Net Book $231,5...~ $ 1,038 $232,620 
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To accomplish this result Robertson would remo\'e (rom the Tahoe Park system 

the 0.43-a(re lot with its garage and om~ (and on which lot the spring, a well, and 

water supply treatn\enl, storage, and distribution lacilities and equipment of the TahOe 

Park system are also sited) and separately sell the sc\'ered package to the J)e\\'antes as 

husband and wife, leaving it to Dewante to negotiate with his new utility company an 

easement for the Tahoe park spring, weH, etc.' 

The problem with this plan is that this is real property which has been on the 

utility's books as ne«-ssary and useful for the utility to perform its duties to the public it 

ser\'es,s It has provided garage housing for the utility's transportation equipment. It· 

has been carried as part o( the UtHity \Vater Plant In Service (Schedule B .;.l}e(ember 31, 

1995 Annual Report, Accounts 303 and 3M) fro~ which the utility's rate base is largely 

derived. Taxes and depredation have been part of the business expense of the utility 

paid by the ratepayers. 

Absolutely nothing is staled in the application to support or make any showing 

that now, somehow, this property is nO longer "necessary or useful" to the Tahoe Park 

s)'sten\ in the periomlance of the utility·s duties to the public. 

But the problem does not end there. Asstin\ing that it could be shown that the 

property is now no longer necessary or useful to the system and the Commission 

concurred, the net gain on sale that would be realized o\rer the apparent approximate 

$18,000 original cost of the property rould I\ot be paid to Robertson. 

, The Sates Agreement slates (page 2, para. S.e): "It shall be the sole responsibility ot the Buyet 
to negotiate any e.a5ements with the Tahoe P.ark Utility Company." 

$ The Ot.'X'en\ber 31, 1995 Annual Report shows: 

Acct.303 
Acd.3o.t 

L.and 
Structure 

$21,208 
66,123 

The application apportions the sale price proposed as: 

Land 
Structure 

S 15,000 
135,000 
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In 1995, the Legislature added Arlide3.5 to the PU Code. PU Code §§ 789.1 and 

790 in brief sumn\ation note the continuing need of water corporations (or funds to 

meet the demand for new infrastructure, for upgrades, etc., and require that the net 

proceeds from the sale of pubJic water utilities property which is no longer nC<X'ssary or 

useful must be itwested at the interest rate prescribed h}' the Con\mission for 

memorandum accounts, and that the prO<\."'€'ds be a sour<:e of capital for the utility to 

invest in needed utilily plant. Any balanct>s left of these net proceeds and interest 
,. 

thereon not reinvested in the utility plant after eight years must be allocated to the 

ratepayers. 

\Vhile the Commission has jurisdktion under PU Code § 790(d) to exempt a 

water corporation with 10,000 or fewet service connections from the requirements of 

Article 3.5, the Con'uuission can find no grounds to justify consideration of any 

exemption here. Not onl}' is the real property necessary and useful to the systenl., the 

system needs modification and repairs to bring it up to General Order 103 standards, 

and the application clearly states that the source of funds to do this WOrk is unknown. 

One of the expectations when the initial D\VR loan was obtained was that the system 

would be metered. Today there are only 29 meters in place with another 467 unmetered 

service connections. 

For these reasons, the applications for sale of Tahoe Park and Lake Forest, ,,:hich 

inClude S<1.le of the 0.43-acte lot property, and for the se\'erance of the Ford truck from 

the Lake Fotest utility assets cannot be authorized, and the Commission will deny the 

two applications without prejudice. As the "Exceptions" referied to on page 2, 

paragraphs 5.b and c of the real estate sale agreement, and referred to as "Exhibit B", 

were not attached to that agreement;' in view of our conclusions othen\'ise which result 

, The Real Estate Sales Agreement refers to a number of "Rxceptions" listed on ~'Exhibit B 
attached hereto and incorporated by this referei\~," and refers to payments and prorated 
payments to be made. This exhibit was not attached to the agreement. 
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in denial of both applications, we sec no llC«'ssity or purposes in pursuing issues these 

"Exceptions" might raise. 

Findings of Fact 
1. Both Tahoe Park and Lake Forest water systems are water public \'Ulit)' 

corporations within the jurisdiction of the Commission. Both utilities are wholly ownoo 

by Robertson. 

2. On April 3, 1996, Tahoe Park and Lake Forest entered into separate agreements 

of sale whereby both utilities would be sOld to Utility Co., a newly formed Cali(onlia 

(orporation wholl}' owned by Dewante. 

3. The Lake Forest system would be sold excluding the utility's 1994 Ford truck. 

4. The Tahoe Park system would be sold excluding the· real estate where upon the 

garage and office buildin~ as well as a spring, well, and other systenl facilities, are 

. located. 

5. Tahoe Park on April 3, 1996 entered into a Sales Agreernent with Richard and 

, , 

Ann Dewante wheteby the real estate including the real estate Oil which the garage- e 
office buildhlg and the sprin~ well, and other Tahoe Park system facilities are located e 
would be sold Separately to Richard and Ann Dewante as husband and wife. 

6. The Ford truck is property of Lake Forest, included in its water plant in service, 

and is necessary and useful in performance of Lake Foreses public utility obligations to 

its customers. 

7. The real property induding the garage-offke building and the spring, well, and 

other (acHilles are property of Tahoe Park, included in its water plant in service, and are 

necessary and Usehl1 in performance of Tahoe Park's public utility obligations to its 

customers. 

8. Neither the Ford truck nor the real property may be severed and disposed of 

without prior authorization from the Commission pursuant to provisions of PU Code 

§851. 

9. \"ere authorization granted to sever and sell the real property from Lake Tah6e's 

system,-the net gain pro<eeds over origu\al (Ost would go into a memoranduin account • 
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\~ .. ith interest to be accnted for use as a capital fund for infrastructure additions and 

repairs for an eight-yeat period after which any balance rema.lning would, pursuant to 

provisions of PU Code §§ 789.1 and /'YO, be allocated to ratepayers. 

10. Given the need of Lake Tahoe for modification and repairS, with no apparent 

source of funds to accomplish this work, it would be irresponsible (or the Commission 

to exen\pt the severanCe and sale of the Lake Tahoe teal property from provisions of PU 

Code §§ 789.1 and 790. 
11. A public hearing is not necessary. 

12. The order that follo\ys should be ",ade e(fecti\'e immediatel}· to reduce costs and 

avoId confusion between the parties invol\·ed. 

Conclusion of Law 

The applications should be denied without prejudice. 

ORDER 

IT IS ORDER,ED that: 

Appllcation (A.) 97-02·039 and A.97-0~-().IO are denied without prejudice. 

This order is effedive today. 

Dated August I, 1997, at San Francisco, California. 

P. GREGORY CONLON 
President 

JESSIEJ. KNIGHT, JR. 
HENRY l\f. DUQUE 
JOSIA H L. NEEPER 
RICHARD A. BILAS 

Commissioners 


