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Deoision 9Q-12-092 Decenber 19, 1990 I DfCr 2 0 "" 
BEFORE ~HE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Katter of the Application ) 
of California-American Water ) 
company, a California Corporation, ) 
for an order authorizing (1) the ) 
purchase by and transfer to ) 
California-American Water Company ) 
of the assets which ~ake up the ) 
water distribution system of the ) 
Monterey Research Park, formerly ) 
known as the Ryan Ranch and now ) 
owned by Neuville Conpany, N.V., ) 
(2) the commencement of service in ) 
that territory by California- } 
American water Company at the rates } 
then effective in the Monterey } 
District of California-Anerican ) 
water Company and (3) the ) 
recognition of a credit to the ) 
California-American Water Company ) 
acquisition adjustment by reason ) 
of this transaction. ) 
----------------------------------) 

OPINION 

Application 90-07-038 
(Filed July 12, 1990) 

This decision conditionally grants the application of 
California-American Water Company (Cal-Am) to purchase from 
Neuville Company, N.V. (Neuvilie) a water distribution system 
serving the Monterey Research Park. 

The application, tiled July 12, 1990, states that the 
applicant is already a public utility serving the Monterey area and 
that Neuville installed the water distribution system at Monterey 
Research Park as part of a development project. The application 
proposes that service to Monterey Research Park customers be 
offered at the rates in effect for Cal-Am's Monterey District. 

The application also states that Cal-Am is currently 
carrying on its books an unamortized acquisition adjustment of 
$2,750,195 which arises out of applicant's original acquisition of 
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what is now Cal-Am. Cal-Am proposes that the unamortized 
acquisition adjustment be reduced by the amount of the net 
*negative acquisition adjustment* which would reduce the adjustment 
to $1,526,182. The reduction Of $1,224,013 equals the net 
depreciated value added to Cal-Am's rate base by the requested 
acquisition in excess of cai-Arn'g purchase price and costs. 

The application includes a copy of the agreement of 
purchase and sale, service area maps, financial information, and 
proposed tariffs. 

The Commission's water utiiities Branch (staff) undertook 
an investigation of Cal-Am's request and issued a report on 
October 25, 1990. Following review of the sales agreement, 
financial and accounting matters, rates and operational issues, the 
staff reco~~ends that the application be granted if the applicant 
will stipulate to a $375,000 rate base. This recommendation, in 
effect, would not permit Cal-Am to deduct the negative acquisition 
adjustment from the acquisition adjustment currently on the books. 

On October 30, 1990, counsel for the applicant mailed a 
letter to the assigned administrative law judge to inform the 
Commission that Cal-Am stipulates to the $375,000 rate base 
recommended by staff. 

Subsequently by letter dated December 14, 1990, the 
Staff recommended that Cal-Am's proposal submitted by December i1, 
1990 letter to book the acquisition at the purchase price of 
$375,000 was reasonable and the utility be given exemption from 
recording the acquired plant at an original cost as required by the 
Commission's Uniform System of Accounts. 

No protests to the application have been received. The 
Staff's proposed treatment of rate base is reasonable with the 
condition that Cal-An's ratepayers will not be liable for 
additional tax obligations which could result if the Internal 
Revenue Service does not consider reasonable the booking of the 
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acquisition at the purchase price, We will, therefore, qrant 
Cal-Am's application for the proposed transfer. 
Findings 6t Fact 

1. Cal-Am fiied this application seeking to purchase from 
Neuville a water distribution system located in the Monterey area. 

2. staff undertook an investigation 6f the proposed transfer 
and recommended that it be granted subject to the condition that 
the rate base of the transferred property be set at $375,000. 

3. Cal-Am, by way of letter, stipulated to staff's 
recommendation that the rate base be set at $375,006. 

4. staff, by letter dated December 14, 1990, recommended 
that Cal-Am's proposal to book the acquisition at the sale price of 
$375,000 is reasonable. 

5-. No protest to the application has been received. 
Conclusion of Law 

cal-Am's application shouid be granted subject to the 
condition that the book Value and rate base of the transferred 
property be set at $375,000. 

ORDER 

IT IS ORDKREDthat: 
1. California-American Water COmpany's (Cal-Am) application 

is granted subject to the condition that the rate base of the 
transferred property be set at $375,000. 

2. Cal-Am is authorized to book the acquisition of Neuville 
Company's water system at the purchase price of $375,000, with the 
condition that Cal-Am's shareholders shall assume iiabl1lty for any 
tax obligation which may arise froIn this accounting treatment. 

3. Within 5 days of the effective date of the completion of 
the sale, Cal-Am shall SUbmit to the Water utilities Branch of the 
Commission Advisory and compliance Division evidence of the 
transfer. 
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4. This grant of authority shall be effective for one year 
from the effective date of this order. 

This order becomes effective 30 days from today. 
Dated December 19, 1990, at San Franoisco, california. 
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