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Decision No-. 71671 ' -------

BEFORE THE PUBLIC TJTn.ITIES COMMISSION O! ,THE S-TATE OF ,CALIFORNIA' , 

In the Matter of the Application' of ) 
tJ..vm .J. HOFFMAN, dba PIJ!( TERRA WAl'ER: 
COMPANY,. for an order under Sections 
851-853 of the Public rrtilities Code 
authorizing the sale, disposition and 
~signment to the City of Morgan Hill,. 
.:::. m::l.icip.:ll corporation,," of the ~·ater 
system." permits, franchises and assets 
necessary and useful in the performance 
of duties of said cOrDoretion, in, 
providing,water sel:'V1ce to the public. 

o P I,N I,ON .... - --.,.'-"'- .... ---, 
,J, ' 
Y 

" ' 

App11cationNo.48912 
(Filed October3-l" 1966) 

Alvin J. Roffman andehe City of Morgan ,Hill, join:inan' 

~p?lication for authority to transfer all assets of' pan';re':6:.a Water' 
Company" except cash &Ild effective insurance policies, to, the City" 

p,,=suent to .an "Agreement for Purchase and Sale ot Water Systettl." ,- " 

dated September 19, 1966,. as amended by an agreement dated,' 
" 

September 21, 1966 (Application, Exhibit "B")-. ; 

The comp:my was ,authorized, in 1963·," to: provide public' 

utility water service in Unit 1 of the Hoi:Ld'ay "Lake Es:tates: devel~ 

opment, about four miles east of,MorganR!11'(Decis1on: No,.'6S102,:" 
',' ... ' 

d'"ted ,March 19 ~ 196:> and Decision ,No. ' 6604'2~:.'dated ~p;t~ber' 24;', 
. . . ".,., , 

196:>, in Application No .. 44403). , There is pending. ,~applicat:L6~,' 
by the utility to extend servicetotheadj'oiningUnit', 2 'of the 

" .' .' " 

development~ located within the companyis certif1~at~d" s~rV:i.ce".arc~.' '". 
, . " '.' '.', . 

(Application No. '48706, filed August ,12,,' 1966-... ) , . ' , - , ' 

Applicants allege that the City is: annexing ,the 'territory, 

in~luded' within the company's. serv1ee area" and,desires , to: provide" '" 
water service to all of that' 'erea;, that the Citr,llow,wishes'to.'. 
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exercise an option~ held since August 29,. 1962', to purchase the " ," ," 

Pan Terra: system for the sum of $250 ,000,: ail~gedtobe.the agreed, 
, . , " ". ,,' . ,.-" ", .. 

, . .:")' . " ,: , 

".ralue of the water system; that all, mattezos respecting" the' sale,' 

have been ag::eed "'P0n, iucluding'; as~'UIIl?t'ion: bythe,Ci.tyof . the': 
<' ,'. '. "'.' 

'.ltility's refund obligations for main, exten's:to~s 1nUnit',f"anci, the 
utility's responsibility for ,refuTlding, customers," depos:[·ts to-

"" '" 

guarantee payn:ent of' water bills:: .. 
" 

T1'l.e egreement (Exhibit:, "SUi, Art., II)' provides for, payment 
,r 

of the purchase price as followS:: " $15 ,,000 on aeeountbY ,warr:ant:: , ,~' 

of the City given at the time of execution of th~agrc~entane:::' 
. . ,. 

$15;,000 on or before September 1, 1967, plus interest·'at.'4r~per::' 
, ".".' ',,\" 

annum from the date of the azreement until the date' ;'ofpaYmen~;: 

e promissory note from p~chaser' to seller for $70, OOO\w:tih, ., . 
• 1 

interest at 67. per .emlt:t1~ the note payable at the rate" of, 2270-,0£' 

tbegross revenue derived from sales ofwater';rfromany~facilities: ,. 
. . Ii,' , . .,'.,." . 'r', . ' • '. ~> \.' . ."'. . 

installed within the utility's certificated area" 'which'ob-ligatio,n. 
'. :. . 

will cont:tn~e for 20 years' or . until payment' of the total amount:' 
, . 

of the note; seller, subJect to a market valu~ .. appraisal. of 'the,:, 
, : < ~ .' 

utili.tyJ s facili~ies, rights and interest,· will. execute·adeed<of . 

gift to purchaser as rcmissionofthe· 'Purchase,pr!cetoth~:~tent , .. 
. , '. ' ". 

of $125;, 000, plus any excess ·of the appraised market, value, ov~r'the~, 
. . " '. ,<' 

ae;reed pu:.-chase price; the balance' of the purchaSe 'price;amounti~g'.·· 
. . . ' . . , 

to $25,000, -will be represented by the CitY'Sllss~tion of 

s~ller's long-term obligation to supply water to: the golf-course 

loeeted' in the utility's certificated area, which' ~1)l:L~at'iori;the ." 
. \ ., ,., \ ',' . 

" " ' • ,.,' <, .' ,.,'" ",', • 

:'arties have agreed :ll'ld determined;, has a market valuation .of ' . 
<\; • ~' 

" 

$25,000 in reference, to, the' purc~e of the water system~ ... 
. , , 

Tbe agreement stl1tes that the City haS: undertaken to 
, .., 

distribute water to all eOU$\1mers served by . the utility . as: of. the,' , ' 

'. ' 

"", . 
...• " 
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"eny and all public service obligations now 
resting upon the' Company.'s Wa.ter System~ . 
su~ject, however~ to the right of the City 
to fix ::.ates .:md determine conditions of 
water sexvice as a public corporation eng.a.ged 
in the public supply of water~ provided only 
tb..ct the rates to be charged throughout the' 
cert:i.ficatedarea in. which Company now' 
opera.tes shall always remaiu uriiform". 
(Exhibit :5, Art... XIII) .. 

.. 
The agreement further provides (Art. XIV): 

" (2) That in the event the Public Utilities 
COlmIlission imposes. conditions on such' 
a~-eb.oriz::ltion City and Company agree to 
abide by said conditio:lS',provided such 
conditions. shall .not impair or conflict . 
wiih the powers.aud: authority of the 
City as a municipsl corporation. 'r . 

, 

,. 
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. I • . • 

!'he Commission, upon consideration of; the application and 

the exh:i.bits am1~e<l thereto,. finds that: 

1. the proposed transfer will not be ~d~erse :'to·tbe·'puo.lie/ ' 

interest .. 

2. The City of Morgan Hill has the 'financial resoureesto:~···· 

acquire and operate the Pan 'rerra water system. 

3. Upon completion of the purchase by the City of the Pan ' 
" • ,." , ,4 

Terra water system> as authorized herein,. the application.: of AlVin ..... 

J. Roffman to eA'"tend water service. to Unit 2 of the Holiday Lake: .. 
, ''', '.1' 

Estates development, referred to above "will have' become ' moot~ . 

The application should . be. granted' as prOvided- by. the.' .' " .. 
. . ," 

. " . 

following, order. A public 'heariDg is not necessary ... 

'.': . 

IT IS ORDERED that: ,' .. 

1. Within one year after the' effective date of this order.~.·, h " 

.. ~ . 

Alvin ,J., Rof£man(seller)·xnaysc'll. and' trans·fer:'totheCity"of','· 

" '~, , . .' . 

,,' • ..,' '. ,', I 

. ",' I. 
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,", '," 

¥..org811 Hill (purchaser) the water'system referrec1to· herein. 

substantially in accordance with 'the termsset'forthin'the agre~;.. , 
• " ~ , ", ,.' • . ,1 

:leD.t~ as 3mended,.' attached to the . application herein as Exhib:tt"Btr ... 

2. On or before the' date of <lctual, transfer'seller'sliall,," 
,,', 

refund all cus~omers' deposit~,. if any,. for establisbment:of: ereeit~"" 
- , " . 

3. Withiti five days .afterthe date of actual tranSfer::,selle~:,' 

and purchaser jointly shall file' iu:th:ts proceeding 'a wr:itteXt 
• • < , .,' 

,'" " 

statement showing: , '. 
a. '!'he date of trailsfcr, together 'wrth a 'true' 

copy of the instX'\lXlleD.t of' tran~£er. . 

b. :the date of cO'lll?liance with the foregoing 
ordering paragraph 2. ' 

4. Upon compliance with all of the condit1onsofthis order:;: 

seller shall stand relieVed of his, pub-lic utility ob11gatioris1n ,tl~~:' 
. - , . ~ . . '. - , 

area served by the, transferred system and'may discontinue service:'; .... 
~ ',' 

concurrently with the cotamenc~entof S~rviCebypur~ha;~~.: .... 

5.. ''!he for~going authority is" conditioned:'up~n the"£iling:Ui .. 
'" ' " .' . 

~is proceeding of ~ stipu13tioc by purchaser that!',", (n)::: .purehaser 

... '"i11 be subject t~ all .. legal claims for· water. se:1:v:cce which· ~i~t. 

bve been enforced against seller, including such: 'el~:tms"a:s:'may 
" Ii,' , 

exist in territory outside- of the boundaries. of .. purch~'e:r;.:'and.:·~ 

(b) as to the rates" rules' and conditionS ·of service wh:f.ch:;·purchaser 
. , ' .. \ . . 

,..."ill apply within the service area:of. the system h~e:t'O.'"authorized' • 
. ", , " ' .. 

to be transferred, it 'will not discriminate b~twee.n service 
, • • <,', 

rendered OU1:s1de of the city boundaries', excePt insofar·as'it·1XI.aY 
'. . 

adjust" suchouts:Ldc ~ates and charg~s to offset any reas6nable:tsx' 
... , .'" , 

bttrdensust.nnQd by water users within the citY. bound:ari~si~ •. 
. , . ",' 

subsidiz:tng. the operation of purchaser"swater'system;;:'" . i 
" .. ' . 

, " ' 

':>' .' 
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The effective date of thi.s. order shall be established: by, 
supplemental order herein after compliance with paragraphs'.' 3:'~d'$' 

of this order. Contemporaneously with the issuaDceof. such' 

supplemental order, the Commission will also,: :Lssuean' order d1s.-
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