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BEFORE THE PUBLIC UTILITIES‘COM&ISSIONVOF THE STATE OF CALIFORNIA

in the Matter of the Application of

CREST WATER COMPANY, a California cor-

poration, and CALIFORNIA WATER SERVICE

COMPANY, a Califormis coxrporatiom, for

an oxdex authorizing (1) the sale and

transfer to Californmia Water Sexrvice

Company of the water system and cer-

tificate offpgblic convenéence and(z)

necessity of Crest Water Company, (2 :

the discontinuance of water service by F?§§§i§§5igﬁe§°igasgggs
Crest Water Company in the area now B
sexved by Crest Water Company, (3) the

commencenent of water service in said

area by Califorxrmia Water Service Com-

pany and (&) the furnishing of water

sexvice by California Water Sexrvice

Company in certain territory contiguous

to the existing service axca of Crest

Water Company. a '

OPINION

Crest Water Company (seller), a corporation, and California
Water Service Company (buyexr), a coxrporation, seek authority for the
transfexr of z water systém. A resolu:ion of the Council of Ehe City
of Bakersfield, hexeby received as Exhibit No. I, states that :hc.
transfer meets with the complete approval of the City offBakeréfield,‘
alleges thzt sellex's customers desire service by bﬁyer, andateéuéStsl
that the Commission appfove‘the t:ansfer pfomptly. | |
Seller and Buver

Seller is an operating public utility corporation engaged
- in the business of supplying and distributing‘watef in the northeast-
ern part of the City of Bakersfield, Kerm County, and\ce:tain unin-
corporated territoxry contiguous thereto. | |
Buyer is an Operating.public'utility cérporation‘engaged in
the business of;supplying‘and‘distributing watex in-many localities'
in California, Including most of the City'of'Bdkersfieldjy
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Service Area aad Water System

By Decision No. 53233; dated June 12, 1956, in Aéplicatioﬁ
No. 37744, sellexr was granted a certificate to consciuct a water
system to sexve the 320-aere initfal portion of its present'service
arez. From time to time, seller extended service te additionai texr-
ritory. Seller's'presenﬁ service zrea, as shown on the map- attached
to the pleading herein as Exhibit 4 to Exhibit 3, includes approxi-
mately 900 acres. The service area boundary shown on that map is
essentially the same as is shqwﬁ on sellex's filed teriff serviee_
axea map.

Upon acquisition of seller's system, and the resultant
formation of a new Crest Tariff Area; within buyer's enlergedf
Bakersfield District, buyer also-intends to add about SSO-acreé of
land to the new tariff area. This territory lies between ae lex's |
present serviece aree and the Kernm River. This addition would,repre-
sent a fairly large percentage increase in seller'éeserviee"a:ea'
but it is e small addition when compared with buyer's‘adjecent
Bakersfield District, which buyer's filed tariff serviee-eree~map
shows to be agbout 25-square-miles‘in_area. |

Sellei's 1964'annua1 report to the Commission-showé, as of
the end of 1964, that water was obtained from four wells,~frem which
it was pumped into four storage tanks and three pressure tanks for |
distribution through 23 miles of mains which supplied 1,534 flac ratc
sexvices, 44 metered services, one private fire connection and 120
‘public fire hydrants. Buyer proposes to supply the Crest Teriff
Area with water from the Bakersfield Tariff Area b;'means of" inter-
connections. In Exhibit No. I, the City of Bakersfield indica:es

L In the absence of a request by buyer Lor any specific mame Ior
the new tariff area, It 43 herein designated "Crest Tariff Area.‘
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that buyer will then supply ﬁhe Crest Tariff Area customers with a
higher quality of water than is now provided from seller's wells.

We also take official notice of the pending inveﬁtigation, Case

No. 7937, in which the poor quality of water supplied by seller is
a;magor issue, Buyer does not indicate in the pleading. what length-
and type of interconnecting mains will be required but it is reason-.
able to assume, from buyer's estimate, that it will take'$4b05060

ard gbout one year to complete the interconmection of the two X3

adjacent systems, and that something more extensive than short tie~

mains will be imstalled.
Tariffs; | |
Buyer proposes to apply its owm present rules and.sexlerfs
preseat rates to the Crest Taxriff Area. Thexe are ne significant
differences between seller's and buyer's rules and fire protection
xates but seller's other rates are considerably highef than those
aow in effect for buyer's Bakersficld Tariff Area. Comparative
residential flat rate charges for various sizes of lotéranIShdwn
in the following Table I: |
TABLE I

Comparison of Plat Rate Charges

Tot Size Bakersfield Crest

5,000 sq.ft. $4.70 $ 6.00
10,000 sq.ft. 5.20 11.25
15,000 sq.ft. 6.70 15.00
20,000 sq.ft. 3.70 17.50

Buyer points out in the pleading that if the $440,000
estimated cost of inteiconnection were added to the rate base
developed by the staff, in Case No. 7937, seller‘s~o§eratigﬁs would
result in a rate of retuin of less than 6 pefcent.' Although we.

£ind it reasonchle for‘buyer initially to adopt.seilerfs rates, a
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determination should be made in future rate proceedings as to
whether zone rates are still warranted and, if so, whether the

location of the zone boundaries ave then still appropriate.

Francﬁzscs omd Certificates

Decision No. 53233 granted seller certxfzcates to con-
struct the initial system and to exercise a franchise granted by the
County of Kexn under Ordinance No. F-40, adoﬁted March 27, 1956 |
The pleading herecin states that scller was gxanted another franﬁh&qe
by the County of Kern under Ordlnance No. F=39, adopted December 6,
1955. Seller has mever been granted a cextificate to exercise‘that
franchise. Buyer proposes to acquire both franchises, together
with seller's certificates of public convenience and necessity.

Agreecuent of 3ale

On November 18, 1965, seller and buyer entered into an
agreement, Exhibit 3 to the pleading herein, providing for the sale
of the water system for the basic cash price of $652,0705'subjéct
to adjustments to weflect changes, from June 30, 1965-to the CIOSing
date, in certain bélance sheet items. The folléwing‘? ble LI SbOWo
the Junme 30, 1965, levelX of those items, as listed in the agreemenc-

TABLE Il
Ttems A‘fectxng Purdhase Price Adlustmen*

Izez | As of Feme 30, 1965

Plant in Service $ 986, 134
Construction Work in Progress

Depreciation Resexve : 5109 680
Advances for Construction 212,580

Contributions in Aid of Construction §62,86S$
a Total ' Vi,

(Sdbtractive Item)

Buyer agrece to assume arnd perform the obligat‘ons of
seller uvnder all water main extension agreements relacing to the

water system to be transferred. Seller agrees to-prcvide_buyer‘with

~b-
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complete details relative to such agreements. Seller also agrees
to refund, on oxr before the closing déte, all customers' depositsl
fdr establishment of credit. The assets to be transferred inmclude
seiler's records, maps and drawings.

The Commission finds that:

1. The proposed sale and transfer is not adverse to‘the

public interest.

2. It is fair and reasonable, unless and until otherwise
ordered by this Commission, for buyer to apply its rules and
sellex's rates to seller's present service area and td-the éontiguous
area to be imcluded in buyer's Crest Tariff Area, pursuané to the
order herein. ‘ |

3. 4 Commission investigation of sellex's operation, Case
No. 7937, has been submitted but decision therein has not yet been
issued. |

4. A puﬁlic hearing is not necessary.

The Commission conclﬁdes that the application should be
granted as provided in the order which follows. The action takem
herein does not constitute a finding‘as to the value or original

cost of the properties to be transferred.
QORDER

1. a. Within sixty days after the effective date of this
order, Crest Water Company (seller) may transfer
to California Water Service Company (buyer) the
water system and certificates of public convenience
and necessity referred to herein, substantially in
accordance with the terms of the agreement,

Exhibit 3 to the pleading herein.

Within five days after the date of actual transfer,
seller and buyer jointly shall file im this pro-
ceeding a written statement showing the date of
transfer, together with a &rue copy of the instru-
ment of transfer, -
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c. Within ninety days after the date of actual trans-
fer, buyer shall cause to be filed with the
Commission, in such form as it may prescribe, an
annual report of sellex covering the year 1965 and
an annual report of seller covering the period

from the first day of 1966 to and including the
effective date of the transfer.

After the effective date of this oxder, and not

lcss thaa £ive days before the date of actual
transfer, buyer shall file new and revised tariff
sheets, including tariff service area maps, to
provide for the application of buyer's present
rules and sellexr’s present rates to seller's serv-
lce area and certain contiguous areas, which service
area and contiguous areas are deliucated in red and
green respectively on Exhibit A to Exhibit 3 to the
pleading herecin and are to te designated "Crest
Taxiff Area.'" Such filing shall comply with Genmeral
Order No. 96=A. The effective date of the new and

revised tariff sheets shall be the date of actual
transfer. _ o

Unless and uatil uniform rates are authorized for
buyer's Crest Tariff Area and Bakersfield Tariff

Area, or until different accounting procedure is
authorized by further order of this Commission, buyer
shall segregate plant investment, depreciation resexve,
advances for comstruction, contributions in aid of
construction, revenues and direct operating expenses
of the Crest Tariff Arxea from the rest of buyer's
ucility operations, and shall make appropriate allo-

cations of such items as are common to the two tariff
areas. ‘

3. Upon compiiance with all of the conditions §£ this oxder,

‘seller shall stand relieved of its public utility cbligations, may
discontinue service'ggpégxrently_with the com§§n¢emencAof sexrvice by
buyer, but shall reméié_;ﬁbject,toprgteverQ;é%r is issued in the
submitted Commissi;éIi&yegtigagibn;véase Né..79?7.“

The eiﬁeé;ive:date of this oxder shali be ten days
after the date hemeof.

» . . 7/
Dated at __  Ban PreddR Califormia, this / d

of " 'JANUARY , 1966,
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