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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STA~(O~0CALIFORNIA 

In the Matter of the Application of ) 
PARK WATER COMPAN"l ('0 314 W) and. the ) 
VANDENBERG VILLAGE COMMONI'I'Y ) 
SERVICES DISTRICT for an order ) 
authorizing the transfer of Park's ) 
Vandenberg Water and Disposal ) 
Divisions. ) 

--------------------------------) 
OPIIl'IOIl 

s'tA'temsmt of EAct§ 

r OCT.l 7 1903 
Application 88-08-037 

(Filed August 1&, 1988) 

A california corporation, Park Water Company (Park) today' 
owns and operates public utility systems under the jurisdiction of 
this commission in Los Ang'eles, ventura, and Santa Barbara counties 
in california,. and in the state of Montana.. In Santa Barbara 
County, Park's Vandenberg Water and Disposal Divisions provide 
service in and around Vandenberg' Village, a residential subdivision' 
community approximately three miles north of the City of Lompoc. 

vandenberg Village community services District 
(District), orqanized and existing under and by virtue of the laws 
ot the State of california (see provisions of the community 
services District Laws; Government Code §§ &1000', et seq.),. was 
established in'1983 for the purpose of acquiring and operating 
Park's Vandenberg Water and Disposal Divisions. The Distri~'s 
jurisdiction is substantially coextensive with the authorized 
service territories ot the Water and Disposal Divisions. 

On July 2, 1984,. District's Board ot Directors passed a 
re.solution of intention. to acquire these Park Vandenberq divisions I 

~y eminent domain proceedinqs, and thereafter to this end the 
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~ District's voters authorized a $4 million bond issue. On August 2, 
1984, District filed a petition of the second class, Application' 
84-08-007, with this Commission pursuant to provisions or PUblic 
Utilities (PU) Code §§ 1401 et seq., askinq this Commission to fix 
the just compensation to be paid. Followinq delays requested by 
the respective attorneys for both parties, the duly noticed public 
hearinq was held before Administrative Law Judge (ALJ) John B. 
weiss on September l2, l3, and 14, 1985. 

• 

• 

On July 29, 1987, the Commission issued Decision 
(D.) 87-07-080 which determined that the just compensation to :be 

paid by the District for the lands r property, and rights of Park's 
Vandenberg Water and Disposal Divisions, as of August 2, 1984, was 
$3,985,755.. Although District's original bond issue was then 
insufficient to cover the just compensation and necessary operating, 
reserves, District nonetheless determined to- proceed, and on 
June 28, 1988, Distriet's voters authorized an additional $1.4 
million bond issue for this purpose. 

On August 12, 198'8:, under shadow of a threat of eminent 
domain, and in order to avoid the .turther litigation associated 
with eminent domain and its attendant costs, Park and District 
entered into an agreement providing tor the sale and transfer, 
subjeet to Commission approval, of Park's Vandenberg Water and 
Disposal Divisions to District. The agreed, upon sale price would 
be the $3,98S,7SS earlier determined: to be just compensation 
applicable to an eminent domain taking. ,Accordingly, on August 16,: 
1988 Park and District joined in tiling this application pursuant 
to PO Code §§ 851 et seq." seeking approval from the comlnission for; 
the proposed sale and transfer .. 

1'he aqreelD.ent provides that Park will sell all the lands, 
properties, and rights comprising its two Vandenberg Divisions. 
Among the physical plant assets District will acquire are 
facilities built with $248.,000 of advances' still subj'ect to retund~., 
Park will retain these main extension contracts. and the refund 
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• obligations connected. with them. All customer d.eposits to 
guarantee payment of water and. sewer bills , will be refunded by 
Park, less any outstanding balances due. Maps o~ the respective 
Division service territories are contained in Park's tari~f on file 
with the Commission. Ad valorem taxes will be prorated as of the 
date of conveyance. Upon acquisition District will thereafter 
provide the water and. sewer services now supplied by Park and will 
provide for future needs. Concurrent with the sale and transfer 
Park seeks to be relieved of its public utility duties and 
obligations within the Vandenberg Village Districts. 

• 

• 

Notice of the application appeared in the Commission's 
Daily calendar of August 19, 19S8. No-protest'has been received~ 
DiscuSSion 

No protest having been received, and' considering 
continued strong local voter support for District.acquisition of 
the systems, we will proceed ex parte in this . proceeding. No 
competition is involved and n~ change in'rates is being sought. A 
public hearing is unnecessary • 

A community service district is an agent of· the state 
specially formed for local performances ot proprietary utility , 
functions, including water and disposal services, within a local 
community area (Gov. Code §§ 61100: and 61600) • SUch a. district may 
purchase or employ eminent domain to aequire real or. personal 
property of every kind t~ aceomplish these tunctions. eGov.. Code 
§ 61610), although just compensation must be made for any taking. 

In the present situation the District has pursued its' 
option to have this commission determine the just compensation that 
would be applicable were the Distriet to proceed in Superior court·
to take by eminent domain •. Against such a backdrop of potential 
eminent domain action, a utility and a distri~ are often willing 
to negotiate a voluntary sale, thereby avoiding the necessity of a ' 
lengthy condemnation proceedin~ with its attendant legal expense. 
SUch is the situation bere •. 
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While PU co~e § SSl provides that no public utility other 
than a common carrier by railroad may sell the whole or any part of 
its sy~tem or property useful in the performance of its public 
utility service without first obtaining' authorization to do so from 
this Commission, under present operation of law, where .a community 
services district is to be the purchaser, the consideration is 
substantially different than instances where the sale is between 
private parties. In the common transfer proceedings between 
private parties, the function of the Commission is to prevent the 
impairment of the public service of a utility which could result 
from the transfer of utility property into the hands of parties 
incapable of performing' an adequate service at reasonable rates or 
upon terms which would bring about the same undesirable result 
(aouthern Cal. MS'llntain Water Co. (19-12) 1 CRe S2-0). But such 
concerns are not the determinant where a community services 
district is involved. If the commission were to impose terms not 
acceptable toa district,. the proposed sale could be abandoned and·· 
the district could resort to .i ts eminent domain alternative (see . 
Peopl, ex rel.PQ'C y City Of fresno (1967) 254 CA 2d. 76; petition 
for hearinq denied by SUpreme Court 11/Z2/67). Furthermore,atter: 
transfer and sale to a district, the customers transferred must 
continue to receive service and rates that are 'fair, reasonable, 
just, and nondiscriminatory':' (See-Hans,n y city or San 
Buenayentura (1985) 213 C Rptr. SS9.) In the present proceedinq 
the purchase price is one this commission has determined to- 'be just': 
compensation (Vandenberg Village Community Services pistrict (l987):' 

0.87-07-080), and reflects an acceptable measure of market value. 
By their Auqust l2, 1988 aqreement the District will continue to 
provide ~e water and disposal services presently provided by Park. 
It is anticipated that .a11 current employees-will be retained by 
the district after the closinq and· will sutter rio: loss of benetits. 
All customer deposits held by Park will be refunded. There is no 
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~ reason to anticipate any significant adverse impa~t or 
environmental effect to result from district operation of the 
systems. 

• 

• 

Water and sewer utilities subject to commission 
jurisdiction were required by the Legislature beginning January 1, 
1983 to impose user fees of 1-1/2 percent on customers' bills (see 
PO Code §§ 401 et seq .. , but particularly § 433). As Park has <]ross 
revenues exceeding $7S0,OOO annually, it ;is required to, pay those 
fees to, the Commission quarterly. with the end of Commission 
jurisdiction at the time of transfer, collection of these fees 
will no longer be required. But,. for that portion of the quarter 
in which the transfer occurs, Park will be required to, collect and 
rem;it these fees before Park can be relieved of its public utility 
responsibilities with respect to the Vanden))erg Divisions. 

Incidental to this transaction is the fact that the sale 
will result in a gain being realized by park over original cost 
less depre'ciation of the system being transferred~ Consistent 
with our decision in campton Heights (l985-) D, .. 8.S-03-036, that a 
public utility selling and transferring an entire public utility 
system retains any gains realized over net book resulting from such 
a disposition, Park's shareholders will be entitled to this gain. 

The parties request expeditious approval of the 
application in order that District may act by october 26, 1988 to 
retain the favorable rate at which it has arranged to issue its 
:bonds. Accordingly, this order' will be made effective ilIImediatelY.· . 
Yindings of Fact 

l. Park I>rovides public utility services in various areas of':' 
california including water and sewer services at vandenberg Village' 
in Santa ~bara county. 

2'. District, a duly constituted community services district " 
in Vande,nberg Village, was organized by the voters of that area for .. 
the purpose of acquiring by eminent domain or otherwise· Park's 
Water and Disposal Divisions at Vandenberg~ 
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3. By 0.87-07-080 District obtained from this Commission a 
finding that the just compensation to be paid Park tor the lands, 
property, and rights of Park's Vandenberg Water and Disposal 
Divisions is $3,985,755. 

4. Rather than incur the additional litigation expense of an 
eminent domain proceeding over an acquisition, Park and District 
have determined upon a voluntary purchase and sale, albeit under 
threat of eminent domain, and to that end have made an agreement by 

which District will purchase the two systems. 
5. The purchase price agreed upon by the parties is 

reasonable. 
6. It can be seen with reasonable certainty that there is no 

possibility that the sale and transfer of these systems may have a 
significant effect on the environment. 

7. As a public utility continuing after this sale and 
transfer to operate elsewhere in California with other public 
utility systems, Park remains responsible to the Commission for, 
remittance of the PUblic Utilities Commission Refmbursement Fees 
colleeted up to the date of sale and transfer .. 

8. There is no known opposition to- the sale and transfer 
proposed. 

9. The purchase price inclUdes a gain over original cost 
less depreciation of the entire water and disposal systems being 
sold and transterred~ 

10.. In 0.85-03-03& (campton' Heights)' it was determined that 
since in 'liquidation' proceedings where an entire utility system 
is sold and transferred,. no ratepayersr:emain to the seller in that: 

territory (the transferee having assumed all obligations to serve" 
the sellel;"s fOrlDer customers together with' ownership of the 
system) and seller's former customers are not separated from the, 
system, no jeopardy to ratepayers' interests result fro~ release,to 
the seller of suchqains abov.e depreciated rate base in the sale 
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~ price. Such being the situation here, Park's shareholders are 
entitled to the gain on sale. 

• 

• 

11. ~ter consummation of the sale and transfer Park will 
provide no.. further publie utility water or disposal services in the 
Vandenberg Village area~ the District having assumed these duties 
and o~ligations. 

12. Expeditious approval of this proposed transaction is in 
the public interest in that District will then ~e able to act 
quickly so.. as to retain its favorable ~nd financing rate. 
CODCClUsions ot Low 

1. A public hearing of this application is not necessary. 
2. The application should be approved. 
3 _ 'C'pon completion of the sale and· trans~er" and X'elDi ttance 

Of pend.ing- Public Utilities Commission Reimbursement Fees collected: 
to.. date of sale and transfer, Park should ~e relieved of its publie. 
utility water and disposal duties and o~ligations in the Vandenberg. 
Village area • 

ORDER 

r.r :tS ORDERED that:' 
1. Within. 6 months after the effective date of this· order, 

Park Water Company (Park) may sell. and transfer to the, Vandenl:>erg 
Village Community Services District (District) its Water and 
Disposal Divisions at Vandenberg. Village in Santa Bar~ara County as 
set forth in their August 12, 1988 agreement annexed to and made a' 
part of their application as EXh~itB. 

2. Within 10 days of the aotual transfer Park shall notity 
the Commission in writing of the date on. whiCh the transfer was 

eonsummatecl. A true oOPY of the instrument affecting the sale and' 
transfer shall ~eattaehed, to. the written notification • 
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4IIt 3. Park shall make remittanee to the Commission of the 

• 

• 

PUblic Utilities commission Rei~ursement Fees collected to the 
date of sale and transfer, along with its other fee remittances, at 
the next quarter following the date of sale and transfer. 

4. upon completion of the sale and transfer authorized 
herein, and remittance ot the Public utilities Commission 
Reimbursement Fees collected, Park shall stand relieved of its 
public utility duties and obligations' in connection with water and 
disposal services in the VandenberqVillage area of santa Barbara 
County. 

This order is effective today_ 
Dated OC~ 14 1988: , at san Francisco-, california. 
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STANLEY W. HOLE'1T 
'Pr~ 

DONAlJ) VlA.L 
FREDERICK R. DUDA 
C. Ml'l'CHELLwnJC 
JOHN B. OHANIAN 
, Commissioners 
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