
Decision No. 86793 
BEFORE TEE PUBLIC UTILITIES COMMISSION OF TEE STATE OF CALIFORNIA 

In the Matter of the Application 
of Santa Clarita Water Company for 
Authority to increase its rates 
and. charges for ~'J'ater serviee 1.."'l 
Bouquet C~"'lyon and vicinity near 
Saugus in the northeastern portion 
of Los Angeles County. 

Application No. 56053 
(Filed November 6~ 1975; 
amended March 23? 1976 ) 

ORDER MODIFYING DECISION 

Decision No. 86552, dated October 26, 1976" in this proceee
ing authorized Santa Clarita Water Company to file increased rates 
and authorized a lease tor four l-million gallon water tanks. Finding 
No. 8 of t~~t deCision requires that the lease agreement be modified 
t~ allow the utility the right of accelerated depreciation for the 
leased t~~ks ~~d to include a provision for purchase of the tanks at 
the end of the 15-year lease term at net salvage value. 

By a petition for modification of Decision No. 86552, tiled 
December 8, 1976, Santa Clarita Water Company states that the leasL~g 
corporation advises that it cannot execute a lease containing a pro
vision for purchase of eqUipment by the utility at the end of the 
lease term at salvage value because the Internal Revenue Service will 
construe such an agreement as an installment purchase agreement and 
the leas1r~ corporation would be denied tne right to taKe a deprecia
tion deduction on the t~~ks for federal income tax purposes which is 
an essential condition tor the lease agreement. 

The petition further states that the account~~ts tor the 
utility adVise that if the utility leases the tanks ror the term of 
15 years that onlY the lessor of the t~ks will oe able to depreCiate 
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them under applicable provisions of the Internal Revenue Code. The 
petition for modification asks that Finding No. 8 in Decision 
No. 86552 be modified to delete the requirement that the utility be 
given the right of accelerated depreciation ~~d to modit.y the 
provision for purchase of the tan'l~s a.t the end of the lea.se term 
to provide that the price be equal to the then fair market value 
of the tanks. 

The Commission finds and concludes that Decision No. 86552 
should be modified as requested_ 
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ORDER 

IT IS ORDERED that Decision No. 86552 i$ modified to 
amend Finding No. 8 to provide as follows: 

8. Applic~~t is authorized to enter into a lease tor 
tour l-million gallon welded steel tanks meeting 
AWWA standards under the terms set forth in 
EXhi"01t 19 herein; proVided that a.) Applicant 
shall not be required to indemnify the lessor of 
said equipment for any loss incurred by it if, 
for any reason, such lessor is not entitled to 
depreciate said equipment; and 0) a provision 
is inserted in said lease for purchase by 
Applicant of the tanKS at the end of the lease 
term at a price equal to the then fair market 
value ot said ~anks. An executed copy or the 
lease agreement must oe riled with the Commission. 

The effective date of this order shall be the date hereof. 
De. ted at San Fr~cisco , California., this 

21 p- day of DEC~M8!:'R ,- 1976. 

. " 

commIssioners 

Co:mi:sionor Ro~ort Batinovie~. b~iDZ 
neees~or1ly cb~o~t. ~1Q not ~nrt1cipcto 
1D tho di~pos1t!on ot th1~ proceo~ 
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