ORICINAL

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

: Decision No. 69695

Appl ication of JOEN HOWARD, for

approval of sale -of MORROW "WATER

COMPANY, together with all fraanchise,

nermits and operative rights thereto, Application No. 47640
to the CITY OF CERES, a California (Filed June 4, 1965)

- municipal co—poration wh;ch joins in
said applicatmon.

OPINION AND ORDER

John Howard (seller), an individual doing business as

Morrow Water Company, seeks authority to transfer his-waterjsystem‘

to the City of Ceres (ouyer), and tO«discon;inue'service;f Buyer joins

in the -application.

Seller serves about 440 customexs in and ad;acent to the
' City of Ceres, Stanislaus County. The map attached to the purchase
reement shows that about four quare blocks of séiler's'sérvicel
srea are outszde of buyer s clty limits. |
“ On May 27, 1965, seller and buyer entered into an agreement,
a copy of which is attached to the applicatien, providing for the
sale of the water system. The agreed‘purchase price is $150;QOO,
with payments on principal to be made in’l?vannual instéllméntS“
ﬂommerclng_four years aftex the date of closxng, and.wzth annual
interest p“yments of Lk percent to be made on the unpaid balance of
principal. |
| ‘Seller's annual report to this Commission for the year
1964 ‘hereby incorporated as a part of the zrecord by refercnce, shows,
as of the end of that yezr, utility plant in the amount of/$122,064,
‘& depreciation xésefve of $42,383, no advances for constructidﬁ and

$5,512 contributions in aid of construccion;”f
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Buyer and seller allege that it is in the interests of and

. for the benefit of the public;iand Tore parciculariy Seilérfs
| customers, that ﬁhe water system be-sold\énd transferred tovBuyer for
the followxng reasons-

(a) The'water production facilities of seller will be
interconnected with other facilities presently cwned by
buyer so as ﬁo provide an iuncerchange of water when, where,

- and as neceﬁsary, to provide'additional standby and
emergency facilities with resultan:\improvement to standaxrds
of fi:é protection in seller's sexvice areé-and“othér areas
served by buyer; | | | |

() By iﬁs acquisition of sald watexr systém and the
interconnection of facilities, buyer will be enablaed tb
standardize waﬁef rates and maintain uniform pressure and
service to consumers within the City of Cexes. |

(¢) Under the terms of the agreement, buyer will
continue to operate a water distridbution system and to
provide uninterrupted water service to all custocers within
the service area to which seller is.presently certificated
by the Public-UtilitiesrCommisSion.

(&) The purchase piice'is a fair and reasonable
price and has beenvnegotiated“sﬁbsequent to, ané as a
result of, the passage bytthe City Council of buyer of a
resolution authorizxng and dxrecting\the City Attorney of
buyer to take the necessary legal proceedings for
condemnation of sellex's water system.

(e) Buyer is prepared to take over and to operate all
water system facilities of seller upon approval of this
application 2nd to oPeraté'the‘same and to provide public

utility servicc to sell er s service area without any
Lnterruptxon of s oervxce."
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Altheugh the agreed purchase price is about double seller's

rate base as indieated in his 1964 amaual report, the 4% percent
interest rate 1s quite low, the long-term method of payments will
permit buyer to purchase the system from water revenues rather than |
with bonded indebtedness, the.obligation is secured only by 2 liem
against tet water revenues,.atd‘buyer\will benefit from integrating
its present system'thh the system to be acquired from seller.

Inasmuch as seller s dedicated area of service is not
entirely within the city boundaries of buyer, the transfer authorized |
herein will be conditioned upon the £iling of certain stipulatians by
buyer to protect the interests of customers outsxde the city
boundaries. _"

The Commission £inds that, upon filing.of a stipulatioﬁ‘by
buyer regarding_service obligations and absence of diserimination
between customers inside and outside buyer's city boundaries, the
proposed transfer will not be adverse to the public interest.

The Commission concludes that the prOposed transfer should
ve authorized tubject to the conditions set forth in the order to
follow.

- The action taken herein is not to be construedwes a finding
of the value of the properties-to~be-trensferred; A_publie ﬁearing{"
:is not necessary. | R

| IT IS ORDERED that: |

1. Within'one‘year after the effective’date hereof,
John Howard, doing business as Morrow Water Company (sellexr },'may‘
transfer to the City of Ceres (buyexr) the public utilltY'water system
described hereinm, substantxally in accoxdance with the terms‘of the
egreement, a copy of ﬁhich.ié attechedito the application, ahd,

subject to the conditions hereimafter imposed.
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2. The foregoing authority islconditioned upon the filing in
this proceceding of a stipulation by buyer that:

(a) Buyer will be subject to all legal claims
for water service which might have been
eniorced agalanst seller, including such
¢laims as may exist in territory outside
of buyer's boundaries. ' -

As to the rates, rules and conditions 6f
sexvice which buyer will apply in the
sexvice arca of the system herein authorized
to be tramsferred, it will not discriminate
between service rendered outside its city
boundaries and service rendered inside said
boundaries, except insofar as it may adjust -
such outside rates and charges to offset any
reasonable tax burden sustained by water
users within the city in subsidizing the
operation oX the city's water system.

3. On or before the. date of actual tramsfer, sellgf shall
refund all customer deposits for the és;éblisﬁment.of‘cfedi:-aﬁd.
all advances for construction.. V

| 4, VWithin ten dayS-after the date of actual transfer; seller
shall file in this proceceding written notification of the refunding
of all deposits and advances; the date of transfer, and'the_date
upon which'buyer shall-have-assﬁmed‘ope:at16n of the'wacér'syStem‘
authorized herein to be transferred. A true copy of chefinstrumént
or instruments'of transfer shall be attached to the written
notification. h

5. Upon compliance with the conditions of this,ofder, seller

shall stand relieved of all of his public utility obligaﬁions\in‘the
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area served by the transferred system, and may discontinue service
concurrently with the commencement of service by buyer.

The effective date of this order shall be established by

supplemental order herein, after buyer shall have complied fully' with

the requirements of ordering paragraph 2.

Dated at San_Francisco , California, this
day of SEPTCMBER , 1965. |
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DISSENTING OPINION OF COMMISSIONER GROVER

The price here is unusually high, amounting to approximately
~ double the rate base by which water rates are presentiy determined.

Although (as explained in the majority opinion) some convenience to the
public will result from this transfer, I do not believe it is enough to
justify so high a price. In particular, I am not persuaded that the
4-1/2% interest rate should be given any special consideration; fhe inter-
est payments to the seller will be tax exempt and therefore, in actﬁal
fact, will be worth much more than 4-l/é%. In effect, the_Commissioh is
permitting the city to éass on to the seller the benefits of the city's

Tax exempt status, contrary to the underlying objective of our tax law.
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