Decision No. 71158 ‘

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Application of the BANNING WATER g
COMPANY, a Califormia corporatiom,

for an Order Authorizing Sale of

Substantially All Its Assets to Application No. 48551
the City of Bamning, a mumicipality, ) (Filed June 13, 1966)
and Relieving Banning Water Company - L

of Its Obligations and Liabilities
as a Public Utility.

OPINION

Banning Watexr Company {sellex), a coxporation , seeks
authority to sell and transfer its water system and other assets to

the City of Banning (buyer) and to be relieved of 2ll public utility

1iability and obligation upon the transfer of ‘sell.er's_. propérty o

buyer. Buyer joins in this application.

Seller on December 31, 1965, had 4282 active sexvice
connections, including 257 to public fire hydramts, by which it
served domestic and irrigation water to customgrs' :'.nszde and
outside the boundaries of the City of Banning.

On December 31, 1965, seller and’ Suyer entered into an
agreement, a copy of which is attached to the application, providing
for the sale of the water system. The agreed purchase 'priéé is
$2,200,000 cash plus or winus the following: (1) Net additioms

Tom Decetber 31, 1965, to closing; (2) Net change in Account
No. 131, Material and Supplies, from December 31, 1963, to closing;
(3); Plus 98 perceat of unpaid charges for water semﬁ;ce- whichv}ere
billed rot zore than sixty déys 'prior to clos:i.:ig.; ’(4)'- Les.s‘.p’resent :
value of refundable advances iz aid of conmstruction at cldsiﬁg', a

which present value on December 31, 1965 amounted to $41,828.58; -
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and (5) Less existing customer service deposits as of closing, which
on December 31, 1965 were $7,281.. |

Seller s annual report to this Comrmission for the year.
1965, hereby incorporated as a part of this record by reference,
shows, aséof the end of that year, utility‘plant in serviee‘in'the
amount of $2,031,055.67, total utility plant in the amount ofv |
$2,036,234.18, a xeserve for depreeiatioﬁ of“utility:p}aht_of~‘
$51a,523.61, contributions in aid of construction amouﬁtfngeto7
$48 646.85, advances for eonstruetion in the amount of,$1225101.28‘
and eustomers deposit totalling $7,281. o -

"Seller alleges that it regards the negotiated sale to
buyer as being in the best interest of all parties and of the
general ptblie. Buyer has determined on the basis ofvindeoendent
studies atd analyses of seller's operation and’properties.that the
public interest and mecessity requires that buyer acquire the water
systen and facilities of sellex. On Septenber 27 1963 buyer
filed an action in the Superior Court for Rlversiee, Calzfornza,
No. 80222 against seller seeking to acquire in eminent~domaip all
of the water system and assets of seller. Thereafter, seller and
buyex engaged in extended negotiations in order to~develop a fair
and agreed value for said assets, and said patties~heve now ente:ed

into an agreement of sale. “ | - L o

‘The agreement sets forth that buyer shall assume existlng
customer eerviee deposit obligations as of elosing and that buyer
shall assume the obligation of seller umder all refund agreements
for eonst:uetxon advances on the coandition that all unexpended funds
or bonds received under such agreements siall be_transferree_o:‘l

assignedfto buye: at closing.
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Inaszuch as seiler‘s dedicated arca of sexvice iS'ﬁot~
eantirely within the city boundaries of buyer, the- transfer .:
authorized herein will be conditioned upon the filing\of certain |
stipulations by buyer to protect the'interests of customers outside
the city boundaries.

Precedent to closing_end transfer of seller'sassetéis \
the authorization and sale of revenue bonds by?buier in the amount
of at least $2,440,000, on or before Nevember 30,\1966; and approval
of the transfer on the terms set forth in the agreement "byetﬁo-
thirds of the issued and outstanding shares of Seller”.

The Commission finds that:

1. The terms of the pﬁxchase agreement adequateiy'piotect the
interest of customers and refund comtract bolders in deposits and
advances of seller to be assumed by buyex.

2. Buyer has the ability to acquire and operate seller's water

systen without interruption in service.

3. Upon the consummation of the proposed transfer seller ﬁill

no longer be engaged in performing public utility service.
4. "Subject to the conditions set‘fo:tb.in the oxder,which'
follows, the proposed sale and transfer will not be‘edve:se;tOgthe

public interest.

provided by the followmng order and that afpublic hearingsis not

necessary.

IT IS ORDERED that: |
l. Within onme year after the effective date of this order,

Banning'water Company (seller), a corporation, nay sell and ::ansfer .
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te :he{City of Banning (buyer), a municipalitj; the prdpértigsi
refexred to herein, substantially in accordance with the terms’
described in the agreement attached to the application herein and
design#ted as Appendix A, but subject to the conditions_df}this

order. "

2. The foregoing autbority.is‘conditioﬁed upon théffiling'

in this proceeding of a stipulation by buYer that:

(a) Buyer will be subject to all legal claims
for water service which might have been
enforced against seller, including such
clains as nay exist in territory outside
of purchaser's boundaries.

(b) As to the rates, rules and conditions of
service which buyer will apply in the
service aree of the system herein author-
ized to be transferred, it will not
discriminate between service rendered -
outside its city boundaries and service
rendered inside said boundaries, except
insofar as it may adjust such outside
rates and charges to offset any reasomable
tax burden sustained by water users within
the city in subsidizing the operation of
the city's water systenm. '

3. Upon compliance with all of the_conditions‘of this order,
seller shall stand relieved of all of its public.utility dblig&-
tions in the area served by the transferred system, andg@éyi
discontinue service concurrently with the-commence§ent;of‘service
by buyer. o ” ’

4. Within ten days after the date o£ actua1'trahsfe;;.

seller shall file with the Commission a true cbp&'bf.any bi11‘of 
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sale or other instrument of transfer which may be executed to

effect such transfer.

The effective date of this order shall be established

by supplemental order herein after'compliance'with paragraphv2T"

of tais order. ‘ .
Dated at _ Sn Framcisco - . Cali{fornia, this RETSN

Commissioners

Commissioner . George G. Grover
prosoat but ot voting.

' Commissiomer Frederick B. Holoboff, boing .
nocessarily absent. d¢id mot participate -
in the Lisposivien of thic provecdinpgn




