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Decision

BEFORE TEE PUBLIC UTILITIES COMMISSICN OF THE STA®

In the Matter of the Application of
COUNTY WATER COMPANY, INC., a Public
Utility, and the CITY OF PARAMOUNT,
for authority to sell its system to
the City of Paramount and for
authority to cease operation in said
area and to dbe relieved of its pudblie
utility ebligation in said area. :

Application 8&;08;112e‘
(Filed August 30, 198%4)°

INTERIM CPINION

County Water Company, Inc. (Utility), and City of Paramount
(City), Los Angeles County, seek authority for Utiiity‘to transfer
that portion of its water system located within C;ty to City. The
water systex facilities proposed to be trahsferred cops;Stseof 1,200
feet of 8-inch Class 150 asbestos cement main, 1,158 feet of LY-inch
asbestos cement main, 110 feet of b-inch asbestos‘cemeﬁt'main; 39
services including meters; and 2 fire hydrants. '

The price_proposed to be paid by City for the raeilities,is
$35,000. The facilities originally were part of the'proﬁerty'of a.
nmutual water company which was acquired by Utility in 1971. J The
price paid by Utility for the mutual's ’acilities was £20, 001-
Approx;mately one third of tbese facilities are now being transfe“red
to City._ '

When the Utility acqu‘red the facilities it found the
service pipes to be badly corroded. Ihese required replacement and
it was necessary to_purchase and install meters. The original cost
of the services and meters now be‘ng transferred to-City amounted to_‘
approximately $5,000. : :
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Subsequent to the acquisition of the mutual‘s’facilities
the Utility imstalled a main in the area costing $13,000. This main
was financed by means of an advance fob'construction and ho,refuﬁds~

have been paid on the advance. The advance contract will'be
liquidated from the proceeds of the sale. ' «

Acerued depreciation on the facilities amounts to $3 033,
and the resulting net book cost is $21,63%4. ‘

The application states that the purchase of County s water
system by City is part of City's continuing progran and plan to
acquire and consolidate alliwater systens operating within City's
limits. By selling the system at this time, Utility is precluding
the threat of a forced sale in the future.

The applicants warrant tbat all customer deposits wzll be
returned to applicable customers prlor to closing and that there are
no outstanding advances for construction with respect to the
facilities being s0ld that will not be liquidated‘upon sale.

The applicants have notified the139‘customersrinyolved,and
no protests have been feceived by the Commission. CiﬁyﬁS»:ates are
somewhat lower than the Utility's. Consumptioncof 2,000 cd- ft;'over
a two-month period would under City's rate schedule ccst $13.00. At
Utility's rates that quantity would cost $16.54.

Utility would realize a capital gain of $13, 366 from the .
proposed transaction. The Commission has‘before it, in a s:milar
proceeding involving sale of electrical plant by Pacific Gas and
Electric Company to the City of Redding, Applicatioh (A.) 83-04-037,
the question as to who, the investor or the ratepayer, should receive
any gains from disposition of ucility property which is, or ‘has" been,
in rate base. (Interim Decision (D.) 84-08-126). Rather than delay
approval and sale and transfer of the water utility'facilities that
are the subject of this A. 84—08-112 the Commission :
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will authorize the consummation of the transfer but reserve
disposition of the accounting for the $13,336 gain over net book cost
pending resolution of the capital gains Issue in A. 84-08-123. In the
meantime the c¢apital gain should be held in a suspense account.

The Commission has considered the application and concludes
that the authority sought is reasonable and should be granted subject‘
to reservation of the capital gains issue. S_nce there was no
opposition to the sale and transfer aspect of the transaction, there
is no need for a public nor an eVidentiary nearing.

Findings of Faet | _

1. County Water Company, Inc. proposes to sell its water
utilit vy properties located within the City of Paramount to the Ci
for a purchase price of $325, OOO.

2. The facilities proposed to be transrerred have a net bdook
cost of $21,634. : P ‘

3. By selling the system voluntarily, the Utility is
precluding the threat of a forced sale. ‘

4. The facilities being transferred serve 29 customers.

5. City's rates are lower than Utility S.

6. There have been no protests to the. transfer.

7. 7The proposed transfer is in the public interest.,'

8. The Utility would realize 2 capital gain of $13 366 from
the proposed trasfer. : N

9. The ¢apital gain realized by Utility should be held ‘n a
suspense ac¢count pending resolution by the Commission in A. 8&-0&-037
of the issue of wko is entitled to the gains or responsible for the |
losses a¢eruing from sales of utility property.

Conelusions of Law

Te Neither a public por an eVidentiary hearing is-necessary.’
2. The application should be granted according to the terms
set forth in the following order. -
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INTERIM ORDER o ’(f/
 IT IS ORDERED that: .- N o - ‘
1. On or before April 30, ‘1985, County Water Company, Inc. may

transfer the water system and'other aSsets rcfebred to'in”the’ L;_
application to the City of Paramount according to-the terms in the
-application. _ ,
‘ 2. On or before the date of transfer, cellcr shall refund any
customer eredit deposivs which are subject to refund.l ,
3. Seller shall refund all main extension advances.

"4, Within 10 days after transfer, seller shall write’ the.« ,
Commission stating dates of transfer and deposit rerunds, and dateiﬁ
when buyer began operating the water system., A copy of the_transfe:
documents shall be attached. | A |

5. The issue of accounting for the gain accruing from the sale
and transfer is ‘reserved pending resolution of the capital gains
issue in A. 83-04-037._ County Water Company is ordered to deposit

$13 366 in an escrow account uatil. further order of the Commission
pending resolution of the gain on sale issue. ’ :

or its public utility obligation to the transferred system.
7. The application is granted as set forth above.
This order becomes effective 30 days from today.
Dated November 21, 1984, at San Francisco, California.

6. Upon compliance with thi, order, seller shall be relieved y////

"PRISCILLA C.-QREW

DONALD VIAL

WILLIAM.T BAGLE! L
‘ Commissioners :

Commissioner“Victor Calvo, being
" necessarily absent, did not
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IT IS ORDERED that: | | o ‘

1. On or before April 30, 1985, County Water Company, Iné;\may
transfer the water system and other assets referred to in the
application to the City of Paramount, according to the terms in the
application. -

2. Orn or before the date of transfer, seller_shall refund any
customer credit deposits’ which are subject to refund.

3. Seller shall refund all main extens¥én advances. .

4, Within 10 days after transfer, seller shall write the ,
Commission stating dates of transfer and/deposit refunds, and date _
when buyer began operating the water 'stem. A copy of the transfer
documents shall be attached. ‘ s

5. 7The issue of accounting fLor the gain accfuing‘from\the sale -
and transfer is reserved bending/gisolution of the capital gains
issue in A.83-04-037. County Water Company is ordered to deposit
$13,366 in an escrow account/until further order of the Commission
pending resolution of the gain on sale issue. e

6. Upon compliancg/@ith this order, seller shall be relieved
or its public utility obligation te¢ the transferred systen.

This order beécomes effective 30 days from today.-
Dated /NOV 21 1984 , at San Franeisco, California.
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