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De~ision 
S4 U 095 NOV 21 1984 

-----
BEFORE '.rEE PUBLIC UTILITIES CO~:MISSICN 

,In the Matter of the Application o~ ) 
COUNTY WATER COMPANY, INC., a Public ) 
Utility, and the eIn: OFPARA~:OUNT, ) 
for authority to sell its system to ) 
the City of Paramount ana for ) 
authority to cease operation in said ) 
area and to be relieved of its· public ) 
utility obligation in said area. ) 

--------------------------------) 
INTERIM CPINION 

Application 84~08-112, 
(Filea August· 30'~ 1~81.i)· 

County Water Company, Inc. (Utility), ana City of Paramount 
(City), Los Angeles County, seek authority for Utility to transfer 
that portion of its water system loeatea within City to City. !he 
water system facilities proposea to be transferred consists of 1,200 
feet of, 8-inch Class 150 asbestos cement main,. 1,,158 feet, of . 4-inch 
asbestos cement main, 110 feet of 6-incn asbestos, cement main, 39 
services including meters; anQ 2 fire hydrants. 

The price proposed. to be paid by City for the facilities, is 
$35,000. The facilities originally were part of the prop:erty of a 
mutual water company which was acquired by Utility in, 1971. The 
price paid by Utility for the mutual's racili ties was $20'~001 w 

Approximately one third of these facilities are now b~1ng transferred 
to·City. 

When the Utility acquired the facilities 1 t found' the 
service pipes to be badly-corroded. These required replacement and 
it was necessary to purchase and install meters. Theo.riginal cost 
of the services ane meters now being transferree to City amounted: to 
approximately $5,000. 
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Subsequent to the acquisition of the mutual's facilities 
the Utility installed a main in the area costing $13-,000. This main 
was financed by means of an ad,vance for construction and no refun<:is· 
have been paid on the advance.: The advance contract will be 
liquidated from the proceeds of the sale. 

Ac'crued depreciation on the facilities amounts. to $3,.033, 
and the resulting net book cost is $21,.634. 

The application sta'tes that the purchase of County's water 
system by City is part of City's continuing program and plan to 
acquire and consolidate all ,water systems operating within City's 
limits. By selling the system at this time, Utility isp'reclud1ng 
the threat of a forced sale in the future .. 

The applicants warrant that all customer depOSits will be 
returned to applicable customers prior to closing and that the~e are 
no outstanding advances for construction wi'th respect to .the 
facilities being sold that will not be liquidated upon sale • 

The applicants have notified the 39' customers involved and 
no protests have been received by the Commission. City'S rates are 
somewhat lower than the Utility'S. Consumption of 2,000 cu .. ft,., over 
a two-month period would under City's rate sch.edule cost $13.00. At 
Utility's rates that quantity would cost $16'~54. 

Utility would realize a capital gain or $13,366 from the 
proposed transaction. The Commission has. before it, in a similar 
proceeding involving sale of electrical plant by Pacific Gas: and 
Electric Company to' the City of Redding~ Application CA.) 83-04-03·7, 
the question as to who, the investor or the ratepayer, shouldreeeive 
any gains from disposition of utility property which is,. orhaso.eeo', 
in rate base. (Interim Decision CD .. ) 84-08-12&). Rather than'delay 
approval. and. sale and transfer of the water utility facilities' that 
are the subject of this A.84-08-112, th~ Commission 

- 2 -' 



'. 

• 

, 

A.8~-08-112 ALJ/ra 
',I . 

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.8~-08-123'.' In the 
meantime the capital gain should be held in a suspense account. 

The Commission has considered. the application and, concludes 
that the authority sought is reasonable and should b~ granted 'subject 
to reservation of the capital gains issue~ Since there was no 

, . . 

opposition to the sale and transfer aspect o!:'the transaction, there 
is no need for a public nor an· evidentiary hearing. 
Findings· of Fact 

1. County Water Company, Inc. proposes'~to sell its water 
'" 

utility properties located within the City of" Paramount to the City 
for a purchase price of $35,000. 

2. The facilitie~ proposed. to be transferred have a net book 
cost of $21,634. '.". 

3. By selling the system voluntarily, the Utility is 
preelud.ing the threat of a forced sale. 

~. The facilities being transferred serve 39 cust,omers. 
5. City'S rates are lower than Utility'S. 
6. There have been no protests to the,transfer. 
7. The proposed transfer is in the pUblic interest., 
8. 'l'he Utility would realize a capital gain of $13,S66 from 

the proposed trasfer. 
9. The capital gain realized by Utility should 'ce held in a 

suspense account pending resolution by the Commission in A.84-04-037 
of the issue of who i~ entitled to the gains or responsib·le for- the 
losses accruing from sales of utility property. 
Conclusions of Law 

1. Neither a public nor an evid.entiary hearing is.. necessary. 
2. The application should be granted according to the terms 

set forth in the following order.· 

- 3 -



• 

• 

A.84-0B-112 "ALJ/ra * 

INTeRIM ORDER 

IT IS ORDERED that: 

1 • On ~r, before ,APr:i1, :30, ',1..985,' ..c0un,ty :Water ,C~mpany". Inc,., may 
transfer the water system and other assets referred·to,in,the 
app,lica tion tot.b.e Ci tyof Pa;a~ount ,accO'rd1ngtO:~h'e'terms:i~, the 

• I' '. 

, application. .. . ._, . . , 

,2., On or oefore the date of transfer" seller shall~ refu'nd, any 
• .' I 

customer eredit deposits whieh are subjeet t'o refund.",': .-
3. Seller' shall refund all main extension advanees. 

',4.' Within 10 days after transfer,' seller shall ,~r~te' ~he 

Commission stating,da:tes of transfer andde:posit refunds" and date 
when buyer began ,operating the water system~ A eopy of the ,transfer 
documents sh3.1l oe at'taehed. 

.. '" " ~ 

5. The issue of accounting for tlie gainaecruing', from the sale 
and transfer~s-reserved pending resolution Of'thecaPital'gains 
issue in A.&3-0l+-031. ,'~ County Water Company is ordered to deposit' 

$13,366 'in an escrow aeeount until, further order oJ: the Commission 
~en4ing resolution' of the gain O'll sale issue. 

, 6. Upon' compliance wi th':,thi; . order, seller shal,'l'oe' re'l'ieved 
or its publie utility o'oligation to the transferred system .. 

7. Th,e application is granted as set ,forth above. 

This order 'becomes effect,i v,e 3? ,day,s ~rom to~ay. 
Da ted No,vem'ber 21, 1984, 'at, San Franeiseo-:" California .. 

'. ~ .' 

PRISCILLA C.' GREW 
DONALD VIAL, ': .",' 
WI:LLIAM: t .. ,'BAGLEY', " 

" 'COmmission'ers 

COmmissioner ''Victor Calvo," being 
neeessar!ly absent, did not 
participate. 
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o R D E R ------
II IS ORDERED that: 

1. On or before April 30, 1985, County Water Company,. Inc. may 
transfer the water system and other a3sets referred. to in th~ 
application to the City of Paramount, accordins to the terms ,in the ! 

application. 
2. On or before the date of transfer, seller,shall retund,any 

customer credit deposits' which are su~ject to r 
3. Seller shall refund all main extens on ad.vances. 
4. Within 10 days after transfer" s ler shall write the 

Commission stating dates of transfer and Ciep¢sit refunds, and date 
when buyer began operating the water JW,stem. A copy of the transfer 
documents shall be attaeheo. ;' , 

5. The issue ofaccounting~or the gain accruing from the sale 
and transfer is reserved pending/resolution of the capital gains ' ' 
issue in A.83-04-037. County /ater Company is ord.ered to deposit 
$13,366 in an escrow accounyuntil further order of' the Commission 
pending resolution of the s-ain on sale issue. ~-:" " 

6. Ul)on com;>liance/Wi,th this order, seller shall be relieved 
or its pu~11c utility ob{igation to the transferred system. 

This order 'b'~comes effective- 30 days from today •. 
Dated /NOV 21 1984 "at San Francisco,' Ca'lifornia. 

/ 
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nrSCILLA. c.' GR....~" 
, DO}:ALD'V:~', 
WILL:i:tl..'{'x:~ ,', EA.C:'ZY , 

"Co::c!.3sio::.eri:: .' ': '" '," 

Commi~'-:'1 oX\el'"v!ctol'"(!I!I." vo " 
~"lIle x\Ct;('$~a::'j,l,ya.bze~t. .. ':-d!;d 
not ~a:'t1c1P4tO " , 
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