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Decision No. --.;7:...;OllCo&2;z.4..u2-.'_ ORIGINAL 
BEFOF..E !BE PUBLIC UTILITIES COMtlISSION OF THE STATE OF CALIFORNIA 

!n the Matter of the Application of 
CREST WATER COMPA~"Y, a California cor­
poration, and CALIFORNIA WATER SERVICE 
COMPANY, a California corporation, for 
an order authorizing (1) the sale and 
tr~sfer to California Water Service 
Company of th~ water system and cer­
tificate of public convenience and 
necessity of Crest Water Company, (2) 
the discontin~~ce of water service by 
Crest Water Company in the are~ now 
served by Crest Water Company, (3) the 
commencement of wa.ter service in said' 
area by C~li£ornia Water Service Com­
pany and (4) the furnishing of water ! 
service by California Water$erviee 
Company in certain territory contiguous 
to the existing service a.~ea of Crest 
Water Company. " 

o P'l N ION 
--..~-- .... -- ... 

Application No. 48069 
Filed November 19, 1965 

Crest Water Company (seller), a corporation, and California 

Water Service Company (buyer), a corporation, seek authority for the 

tr~sfer of a water system. A resolution of the Council of the City 

of Bakersfield, hereby received as Exhibit No.1, states that the 

transfer meets with the complete approval of the City of Bakersfield, 

.:111egcs th::.t seller's customers desire service by buyer, llnd" requests 

that the Commission approve the transfer promptly. 

Seller and Buyer 

Seller is an operating public utility corporation engaged 

in the business of supplying and distributing water in the northeast­

ern part of the City of Bakersfield, Kern County, and certain um.n­

corpora.ted territory contiguous there.to'. 

Buyer is an operating public utility corporation engaged in 

the business of'supplying and distributing water in many localities 

in California, including most of the City of Bakersfield. 

-1-



. 
A.48069 N.S 

Service Area ~d Water System 

By Decision No. 53233, dated June 12,; 1956" in Application 

No. 37744, seller was granted a certificate to construct a water 

system to serve the 329-acre initial portion of its presentserviee 

ar~a. From ttme to time, seller extended service to additional ter­

ri tory. Seller's present service ~ea, as shoWn on, the m.:lP·' attae'hed 

to the pleading herein as Exhibit A to Exhibit 3, includes approx1-

mtltely ,900 ~cres.. The sen'i.ce area boundary shown on thlLt map· is 

essentially the. same as is shown o~ seller's filed tariff seryice 

a=e.o. l':lap. 

Upon acquisition of seller's system, and the res~ltant 

formation of a new Crest Tariff Areal within buyer's enlarged 

Bakersfield Dist=ict, buyer also· intends to a.dd about 550 acres of 

land to the new tariff area. This territory lies between seller's 

present service area and the Kern River. This addition wo~ld repre­

sent a fairly large percentage increase in seller's service.:rea' 

but it is a small addition when compared with buyer's s.dj~cent 

Bakersfield District, which buyer's filed tariff service area map 

shows to b~ about 25 square miles in area .. 

Seller's 1961.:· annual report to the Com:nissionshows, as of 

the end of 1964, that water was obtained from. four wells,· from which 
, . 

it was pumped into four storage tanks and three pressure tanks for 

distribution through 23 miles of ma.ins which supplied 1,534 fla't ra'tc 

se::vices, 44 metered services, o~e private fire connection and 120 

public fire hydrants. Buyer proposes to supply the Crest Ta.riff 

Area with water from the Bakersfield Tariff Area by means of inter­

connections. In Exhibit No. I, the City of Bakersfield indicates 

. " 

1 tn the absence of a request 6y buyer for any spec!ftc nnme for 
the new tariff area, it is l'1.erein designated "Crest Tariff Area •. " 
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that buyer will then supply the Crest Tariff Area customers with ~ 

higher quality of water than is now provided from seller's ,wells. 

We also t4ke official notice of the pending investigation, Case 

No. 7937, in which the poor quality of water supplied by seller is 

3. Ul.-'lj or issue. Buyer does not indicate in' the pleading .. what . length . 

and type of tntereonnecting mains will be required but 1t'is reason­

able to' assume, from. buyer's es.timate, that it will take $440,000 

and about one year to complete the interconnection of the 'two 

adjacent systems ,and that something more extensive tha.nshort tie-

mains "Will be installed. 

T.qriff~ 

Buyer proposes to apply its O'Wrl present rules and seller's 

presc~t rates to the Crest Tariff Area. There are no signifiecnt 

differences between seller f s and buyer's rulcs- a'C.d fire protection 

rates but seller's other rates are considerably higher than those 

now in effect for buyer's Bakersfield Tariff Area. Comparative 

residential flat rate eharges for various Sizes of lots are, :;ho'Wn 

in the. following Table·I: 

TABLE I 

Comearison of F13t Rate Charges 

tot Size Bakersfield Crest 

5,000 sq..ft. $4.70 $ 6.00 
10,000 sq.ft. 5.20 11.25 
l5,000 sq.ft •. 6.70 15.00 
20,000 sq.ft:~ 8.70 17 .. 50 

Buyer points out in the pleading that if the $440,000 . . 
e.stimated cost of interconnection were added to the rate base 

developed by tl'le staff, in Case No. 7937, seller' sopera.tio~s would 

result: in a rate of return of less than 6 percent. Although we 

f.ind it reason.&ble for buyer 1nitially to adopt seller's rates, a. 
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determi.n.ation should be made in future rate proceedings as to 

whether zone rates are still warranted and, if so, whether the 

location of the zone bounda.ries ::::,l":e then stil~ ap?ropriate. 

Franchis~s ~d Ccrtifie~tes 

Decision No,. 53233 gr,anted seller certificates to con­

struct the initial syst~ and to exercise a franchise- granted by the 

County of Ke=n under Ordina:lce ~!o .. F-40; .:Ldopted March 27,_ 1956,. 

'!he plea.d.ing heroin st.-:tes th.:lt seller "13S granted another franchis.e 

by the Cou:'l.ty of Kern under Ordinar..ceNo.. F-39, adopted December 6, 

1955. Seller has never been granted a ce:tificate to exercise that 

franchise. Buyer proposes to acquire both franchises, together ~ 

with seller's certificates of public eonvenienccand necessity'. 

Agree.u.c~"t of S~lc 

On Novettber 18, 1965, seller and buyer entered into an 

agreement, E~~bit 3 to the pleading herein, providing for the sale 

of the water system for the basic cash price of $652,070, s~bjcct 

to adjustmen~s to reflect changes, from J'.me 30, 1965 to the clos:tng 

date, in certain bel.:ir..ce sheet itzms. '!he following T.;!ble II'sb,ows 

the June 30, 1965, level of those items, as listed in the agr~ement: 

TABLE II 
Items A~fecting Purch2se Price Adjusement 

T.~-:!!Il As of ';;'IZnP.. 30. 1965 --
Plant in. ~rn.ee 
Co~struction Work in Progre~s 
Depreei~tion Reserve 
Advances for' Construction. 
Contributions in Aid of Construction 

Total 

(Subtr.:lctive Item) 

Bt;yer .agrees to aSS'1Jme and pe=fo:'Ill the oblig3tions of 

seller ~der all water main extension agreements relating to the 

water syste:t!l to be transferred,.. Seller agrees to provide buyer with 

.. > 
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complete details relative to such agreements. Seller also agrees 

to refund, on or before the closing date, all customers' deposits 

for establishment of credit. The assets to· be transferred include 

seller I 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 

seller's rates to seller's present service area and to the contiguous 

area to be included in buyer's Crest Tariff Area, pursuant to the 

order herein. 

3.. A Conmission investigation of seller's operation, Case. 

No. 7937, has been submitted but deciSion therein has not yet been 

issued .. 

4.. A public hearing is not necessary .. 

The Commission concludes that the application should· be 

granted as provided in the order which follows.. The action taken 

herein does not constitute a finding as to the value or original 

cost of the properties to be transferred. 

1. 3. 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. 

b. Within five days after the date of actual transfer, 
seller and buyer jotntly sball file in this pro­
ceeding a written statement show:tng the date of 
transfer, together with a true 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 seller eovertng the year 1965 and 
an annual report of seller covering the period 
from the firs.t day of 1966 to' and including the 
effective date of the transfer. 

2. a. After the effective date of this order, and not 
lc~;~~ th.'l' .. "l. fiV'~ days before the date of actual 
tra~sfer, buyer shall file new and revised tariff 
sheets, including tariff ser\"i,ce area maps, to 
provide for the application of buyer's present 
rules and seller's present rates to seller's serv­
ice area and certain contiguous areas, which service 
area and con'tiguous arell.S .;lre del::. • .:.a.o.t:ed in red and 
green respectively on Exhibit A to Exhibit S to the 
pleading herein and are to· be desi[?nated "Crest 
Tariff Area. It Such filing shall comply with General 
Order No. 96-A. !he effective date of the new and 
revised tariff sheets shall be the date of actUAl 
tra.nsfer. 

b. Unless and until uniform rates are authorized for 
buyerrs Crest tariff Area and" Bakersfield Tariff 
Area, or until different accounting procedure is 
a1lthorizecl by further order of this Commission-, buyer 
s~ll segregate plant investment, depreciation reserve, 
advances for construction, contributions- in aid of 
construction, revenues and· direct operating expenses 
of the Crest Tariff Area from the rest of buyer's 
ueility operations, and shall make appropriate allo­
cations of such items as are common to the ewo tariff 
areas. 

3. Upon compliance ~~th all of the conditions of this order, 

seller shall stand re::!.~ved of its' public utility obligations, may 
. '.. ' , 

discontinue service concurrently with the eommcncementof service by 
• t, ~', ~'", ..... ~,." t,' 

buyer) but shall remain subject to whatever order is issued in the 
'" ''It', ' .. '~, ... ,> f .1 

submitted Commission investigation, Case- Nc>. 7937 • 
. I~: ~~, ~.. . . . , .. ,·L '. , 

the ei:':~ctive date of this order sh81j. be ten days 

after the d .. ;:t~ he::cof. 
JC~ 

Dated at ,> sm}l':r8GQ"OO ) California., this /'6' - day. 

of ___ ~_' A_N_U_AR_Y __ , 1966. 
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