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Decision No. ~~024 

BEFOR.E THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFOf,J\IA 

In the M~tter of the Application ) 
· 

of ) 
· · CI'!Y v!ATER COf.1PANY OF BANNING,) ) 

a 9alifornia Corporation,) for an ). 
Order Authorizing it: 

(1) To purchase 1174.035 
sh~rcs of the Capital Stock of the 
Cor~oration. for the sum of or: , • ~ 

o;i.293.,508.75; 

· ) 
· 
) 
· · ) 
· · 

(2) To issue and sell $350.,000 
First Hortguge .:md Collateral Trust 
Bonds; ;.~% Series A,) due 1974,) and 
apply proceeds to the purchase of 
said stock,) retir~~ent of unsecured 
o bligs,tions al'ld make certain capi tal 
ilUprovemen ts • 

. ) 

------------------"'--

· · ) 
· 
) 
· · 

Ap!llic~tion 
No. 30866 

Sarau., Ad~s,) Neblett & Sarau,) by 
Don~ld ~ Ada~s and Ke~~eth ~ Husby,) 
for applicant. 

Q,PINION 

City water Company of Banning,) hereinafter ref(;;rred to 

~s the C1 ty COlllPi:lllY,) ha~ filed this applica.t1on ~.,ri tho the COI'lll'il.l$sion 

for author1 ty to issue ~nd sell $.350" 000 of Fir~t t1ortga.g€! :.nd 

Collateral Trust Bonds" 3-~% Series A,) due 197/+, m.'l(~ to use the ,ro­

cceds to pu:-chase 1,,174.035 =harGs of the ~tock of Bw.'lning We.ter 

COI'lpany for the su:n of $:2.50 a share,) and for other purposes. In 

this decis'ion~ Banning \~a.ter Company 'Will be :referred to as the 

Mutu~l Company. 

A public hearing in this proceeding was held in B~lng 

on lvtar~h 30~ 1950. The Co.n.":1.ission h()s received no prot€st to t.."le 

gr~nt;~::l.g of the applicDtion. 
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In considering this mJ,ttcr) a brief histor.ical reference 

to the cp~r~tions of both compc.nies iz desj.rable. According to the 

applici:l,tion" the Mutual Compony was orgcl.l1izcd in June, 1884) for the 

purpose" pri::larily, of supplying water fOl" irrigation purposes to 

its stockholders. It acqui:r.ed c.pproximately 3,,000 acres of wa.tel'­

shed ur.d water-bearing lands in Druaning Canyon, inst~lled ~~d 

equipped 0. series of wells and cons'eructed collecting aqueducts and 

a tr8nsmission r~d distribution system. It obt~ined, and now ob­

tains" i ts ~:upply by means of di v~rs:i.on of :urface flow .:md fro!::. its 

wells and, in ildclition" from waters of the South Fork of the:White­

water River diverted by California Electric Power Company r~r the 

ope:':;~tion of its power pl~t:;: in Banning C~yon. The Hutual Company 

issued" a."ld n01~ has outstanding" 3,275.965 shares of stock. 

It o.ppc;;:,rs tho t thc Hu tuo.l Company v.lso 'U.."ldcrtook t..~e 

delivery of water for dom~$t1c purposes in Banning to othe;'s than 

its stockholders. Upon the adoption of the constit~tiona1 ~~endment 

in 1911 creating the Railroad Comm:Lssion, it rep'orts that in order 

to continue as ('\ mutu'-!l company 1 t found it n ecessRry to discontinue 

the oper~'Cion of :upplying domestic water to non-stockholders. 

Accordingly" i t c~used th0 Ci ty' CO!":lp~.ny to be organized in February, 

1913, a.'ld transferred to it, i t5 dOLn(;stic distri butj,on syr.te:n along 

with 120 shares of its stock" a number' deemed necessary at t.1-).ot ti:ne 

to provide the City Co:npany ';;1 th em :;.dcquate supply of W8.ter. Sub­

sequently, tht:) City Co:npc.ny acqui:red 7.7 shares from other stock­

holders, or u,on soles for non-p~~nent of :;.sscss~ents, ~d noW' holds 

127.7 sh<;.res of the Hutu~.l Compo.r.l.Y's stock. The City Company 1::sued 

and now h~s outst~ding 3,148.265 shares of its own stock which ~r~ 

held by the rC-r:J.a1n:l.ng sh~reholders of the Mutual COI:1Po.ny. 

At the outset, it was the intent of the Mutual Con~~ny to 

supply Wf.:ter to its stockholders, inc1-ucling the City Compc.rlY, on a 
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pro rated basi~ in accorcance with the nu.'il.be! of ,shares held by e?,ch 

stcckhcider. RO'I.Tcv~r, b~cause Or the growth or the domestic Syst(~nl 
the act'L'l.u,l ::"":'lO'UIlt or water delivered to the C1 ty COI:4pany now is s:,:;,~o. 

to be gre.:o.tly in excc!Zs of its Fro rc.ta entitlco.ent 'based on the" 

number of sh,'lres of stock it now owns. The :-eco:t'd shows thct It 

holds appro:-:1r.w.tely 4% o~ the ou tst~d:Lng inu tuul ztock but the.:. t 1 t 

h~c been rec~iVing~ during the last few years, in ~xco~s of 30% of 

the water- developed or p:roduced by the. Hutual Company. The follo'W'-

ing data tc.l-cen fro!:. the c:.nnu: .... l reports 0 f the C1 ty Co:np~my a.re 

indic::..tive of the growth of' the domestic syzten du.ring the last ten 

ye::::rs: 

1940 
1941 
1942 
1943 
1944 
1945 
1946 
1947 
1948 
1949 

Inves~cnt Opcr~ting Net Opera No. of Cubic feet 
Dec. 31 Beven'\."..£.:.~ R~vcnu.cs Con."1cctions of 1"~,te.r 

$132,465 
133,979 
134,066 
135,593 
137,919 
158,652 
180,048 
187,622 
200,544 
228,434 

~\32,,031 
27,943 
32,154 
37,,189 
38,437 . 
43)331 
47,245 
54,198 

'58,582 
63,159 

~ 8,318 
3)354 
6,925 
8,557 
9,,341 

12,565 
11,,81 .. 1 
13,159 
9,373 

10,546 

1214 
1231 
1305 
135~ 
1389 
lL~77 
1759 
1989 
2115 
2196 

31,:221,000 
2.5,366,100 
32,090;600 
40,036;900 
42.,:02,900 
49,979,200 
5Z,111,800 
57,746,300 
61,4S5·;:600 
67·,378.,400 

It is reported thG:.t the incre~\scd domestic cc:n~nds, 

cspcci~11y during the Po.st severo.1 dry yet~rs, l:,:::.ve ~o reducad the 

volu.'il.C of water ~.v;::.ilable for irr1gction purpose.s ClS to cs.uscloss 

.?...nc:. drun~gc to the irrig.:.ting ~tock.."lolC:c:rs of tht.: 1'1utu~!1 Cornpt>.ny, end 

th~t ~ expo.."lsion of the production :f'(:I.cilitios is inll'Crt'tl.vo to meet 

t!J.e c.crna."1ds of both domestic ~nd irrigation us~rs. It is est1rn£.ted 

th:',t th~ minj.:rm.1.m sufe yi010. to t~ke c~re of tho l"l.ecds of both 

cl~sscs of consumers is 445 miner's inchez ~\nd t.'I*J.:.t of t.'1:ts mnount 

130 inches, or <lbout 30%, is the rcqu;ired supply for the City Com­

pa."1Y.. The r~.cord shows that in 1949, the C1 ty Comp~ny hc;d ne'e'd for 

111 inches ~l'Ld thot it should ho.ve need for the entire 130 inches 
I. 

by 1952. 
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In order to bring th0 City Co~pany's holdings of mutu~l 

stock up to the number or shares which will entitle it to 130 min~r's 

inches on ~ pro rata bo.sis, the Mu~al Co~np:;.ny proposes to issue to 

~t 1,174.0;5 shares of its stock for the sum of $250 each, or for 

an nggreg~te ~ount of $293,508.75. At the conclusion of,this 
. 

fincncing the Hutual Company will have ou'Cstending 4,450 shares of 

"'hich 1,301.735, or approximately 30%, will be held by the City 

Company :md will entitle it to approximately 130 inches on the 

proposed distribution bcsis, applicnb1e to all shareholders, of on~ 

inch for each ten sh.:':.res. The Mututl.l Com[,> my proposes to use the 

proceeds from the sale of its stock as follows; 

To extend its p roduction f~cili ties so 
as to produce 445 miner's inches 

To pay short-term loans 
To p~y'outst~nding bonds 
To loan to City Company to enable it 

to make i:nprovements 
To meet the cost of further improv~~ents 

Total 

S,140, 000 .. 00 
70,000.00 
24,000.00 

26,,000.00 
;3.'i08.75 

~·~93, 50S .. 72. 

The Ci ty Co:up0n~r does not h<:'ve or. helle:. sufficient f'unds 

to purchc.se the 1,174.035 sha.res of stocl< ~d to fincmce the cozt 

of !lceded improve:ner..ts. Accordingly" it has mt.,o.e tento.tive a.rrGnge­

ments to issue cmd sell ~p350,000 of bonds, at par plus ~ccrucd 

i:ntercst, to tl"le Nortil'W.::stern Hutu~l L1f~ Insurance Co~puny, of 

Milw:.ukce, end. to use the proceeds, tog~theI' with other funds, for 

the following purposes: 

To purc~se the 1,17~.035 sh~res 
To p~y outst~10ing b~k lo~s 
To pay for 1,720 feet of pipe" a 

200,000 gullon t~l1k a~d floats 
Gl.."1.d valves 

To pay e~~enses inc~dent to the issue 
and sale of the bonds 

TotQ.l 

r;293, 508.75 
40,,000.00 

13,590.00 

3,000.OQ, 

·In addition, the City Compc.ny is proceeding with the 
. ~ 

construction of a 1,000,000 gollon storuge t&ti< at ~n estimated 
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cost of ~pproXiIC.ately $26,000 to be financed wlth moneys to be 

borro~ed from the Mutual Co~p~y. 

The proposed bonds ~i11 be dated as of December 1, 1949, 

~ill bear interest at the rate of 3~% per annum and will be due 

December 1, 1974. The ~ayment of the bonds Will be secured by a 
~ < 

trust indenture constituting a first lien on its properties, in­

cluding the sha,res of mutual stock it owns, which 'Will provide" 

~ong other things" for annual Sinking fund pnyments to retire, at 

p:lr" $14,,000 of bonds on December 1 of each year beginning in 1950. 

A review of the record clea,rly indicctes the need for the 

developmen t of addi tionD.l wo. ter, not only for irrig::'1.t1on users on 

the lines of the Mutual Comp~ny but also for domestic users served 

by the City Compnny. It does not uppear to 'be unrei:'.son~ ble' to 

expect the City Company to acquire ~d hold the number of Shares of 

stock necessary to yield it, on a uniform pro rata baSiS, the 

quantit~r of 'Wt.ter necessary for it to meet th~ dCl:W.nds of its 

customers. 

In connection with the purchase price to be paid by the 

Ci ty Company for the shz.res of ~toc~, as h~r0 proposed, a consi,der­

~ble amount of testimony ~d evidence was introduced be~r1ng on tha 

prev~iling price of' water and. we.ter-beo.ring lands elsewhere in 

southern C~li!or.nia. Upon th~ record as developed in th1s proceed­

ing it is concluded that the applic~tion should be gr~ttlted. The 

Commission is making no finding of t..''1C value of the stock of tho 

Mutu~.l Company ond reserves the right to consider this matter de 

novo should it become an issue in cny future proceeding. 

The a~plic~t1on shows that c~rt~in reu1 property, for.merly 

used for cgricultural purposes end sup,licd 'With irrigation 'Wc:.ter, 
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has been subdivided for residential purposes end thereafter supplied 

by the City Comp~y With domestic water, with no additional sheres 

of mutual stock being acquired by the City Company. A map filed in 

this proceeding ~s Exhibit B shows that the areas served With 

irrigation wo.tCl.' are adjacent to, and in some cases. are .surrounded 

by, territory supplied with domestic 'WOoter ~d itapp-ears that ad­

ditional. agricultural lands in the future m~y be subdiyided for. 

residential purposes. The Ci ty Comp~y forthwi t.."l should formulate 

a policy 'Whereby additional. subdivisions, now receiv4Jlg water ror 

irrig~tion purposes by virtue of stock ownership, ·upon.coming on to 

its lines .for 'domestic' service should bring with. them.. em .. appropriate 

number of sho.res of stock of th..e Mutu;:.l Com~Y' to assure the re­

ceiv1nS :by the City Company' of.an ~dequ:lte supply ot. additional 

water' to meet "the ·-add1t1onal.deID.."lnd .for domestic use to be cau5ed by 

. Stl~new subdi.vis1ons. 

The "City Compcny" ha.s not "yet .!iled v.i.th th~· Commis sion a 

copy' of the proposed. trust.inden.ture· to ·be. exe<:'Uted·to--secure the 

payment -of its bonds. . n-te authority herein .. gronted .to .. issue such 

bonds·will.n~t become. effective until the City Company h~s filed . 
su.ch. an. .. inden"tUre .andhhas l"ecei ved z. supplc~mental ·order aU'!=horizing 

, ~. its execu.tion. 

A public hearing . .having"been .held O~ this .• ,ap,pli.ca.tion,. the .. · 

h ComIllis.sion having ··considered the· m::.tte:::- C1nd.~being-<>:f'- the.~opinion 

that ·the·money,. propertY" o.:t' .labor ""to·.be'''Pl'oC'UNd ·or-paid. for through 

the issue o~ $350",000 0'£' bonds is reasonnb~y -reqUired .'tr.r City Water 

Company of ~ing for the purposes. specified herein, and tnut the 
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expenditures for said purposes,1 oth0r th:;n c.ccrued inter~st ~md 

expenzes incident to the" issue ::\nd sale of said boncs,1 are not, in 

whole or in part" reasonb.bly chargee.ble to oper~,t1ng expenses or to 

income" 

IT IS HEFEBY ORDERED as follows: 

1. City Wate~ Com~any of B~ing, after ~~e effective 

dnte hereof ~d on or before September 30" 1950" m~y issue end sell 

not exceeding $350,000 of its First Mortg~ge &nd Colleteral Trust 

Bondz, :3~% Series A, due 1974" at par plus accrued interest. 

2. City Wo,ter Comp(;lly of Banning shall usc the pro cecds" 

oth~:- than accrued interest" to be: re·::ei vcd from the issue end z::.lc 

of said bonds to pay for 1,174.035 sh~res of stock of Banning Water 

Company" to pay bank loans of $40,000" to finance the cost of 

improvements and to pay expenses incident to such issue end sale, 

all as set forth in this application. The accrued interest may be 

used for general corporate purposes. 

3. The ~uthority herein grzntcd will become effective 

when City Water Company of BQnning has paid th~ fcc prescribed by 

Section 57 of the Public Utiliticz Act, which fee is thre~ hundred 

fifty ($:350.00) doll~l,rs, end when th0 Commission by supplcment~l 

ord0r'hus ~llthorized the company to ~xecute ~ trust indenture to 

secure th0 paymant of said bonds. 

4. C1 ty 1.j:.tar Company of Benning sh.:J.l1: file 'With the: 

COr.l.":'.ission a report, or repo~ts, ~1S required by General Order no. 

24-A, which order, insofar as o.pplic~b1e" is made apart of th.is 

order. 
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Dated '-l,t Snn Francisco, C~llforn1a, this 

of April" 1950. 

I Commi:slon.el"s"',· ' 
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