
· . 
a1> 

Decision No. ~~~ -------------------
BEFORE "!BE PUBLIC UTILITIES, COMMISSION OF THE STATE. OF CALIFORNIA 

Application of the BA4~G WATER ) 
COMPANY, a Ca11fomia corporation> ) 
for an Order Authorizing. Sale of ) 
Substantially All Its Assets to ) 
the City of Banning> a ~cipality, ). 
and Relieving B-'l'ODing Water Coepany ) 
of Its Obligations and Liabilities 
as a Public Utility. 

OPINION --------

Ap~lication. No. 48551 
(Filed June 13> 1966) 

Banning Water Coopany (seller), a corporation, seetcs 

authority to sell and transfer its water systCQ and other assets to 

the City of Banning (buyer) and to be relieved of all' public utility 

liability and obligation upon the transfer of seller's property to 

buyer. Buyer joins in this application. 

Seller on Dece:ber 31> 1965, had 4282 active service 

connections, including 257 to public fire hydrants, by which it 

served docestic and irrigation water to customers inside and 

outside the bo\llldaries of the City of Balming. 

On DecC:Qber 31> 1965> seller and' buyer entered into an 

agree:oent, a copy of which is attached to the application, providing 

for the sale of the water syste:t:l.. The agreed purchase price i.s 

$2,200,000 cash plus or cinus the following: (1) Net additions 

f:om Dece::ber 31, 1965, to closing; (2) Net ebange in Account 

No~~ 131, Material and Supplies" froe. December 3.1> 1965, to closing; 

(S); Plus 98: percent of unpai<i eb.arges for water service which were 

billed tlot:ore than sixty days prior to closing; (4) Less present· 

value of refundable advances in ~id of construction at closing, 

which pres~t value on Deeet:lber 31" 1965 aI:lounted. to '$41,,828.5S; 
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and (5) tess existing custoo.er se:vice deposits as. of closing> which 

on DeceObcr 31, 1965 were $7,281. 

: Seller' s amlual report to' this Cor:cission for the year 

1965, heri.!by incorporated as a part of this record by reference, 

shows, as: of the end of that yeu, utility 'plant in service in the 

amount of $2 ,031,055.67, total utility plant in the at:lount of 

$2,036,234 .. 18, a reserve for depreciation of utility plaut of 

$514,523.61, eontributions in aid of construction atlountingto 

$48,646.86, advances for consc:uction in the amount of$122>lOl.2S 

~lld eustO'Oers' deposit totalling $7,281 • 

. Seller alleges that it regards the negotiated· sale to 

buyer as being in the best interest of all parties and 'of the 

general p'lblie.. Buyer has deteroined on the basis of. independent 

studies and analyses of seller's operation and properties, that the 

public interest and necessity requires that buyer acquire: the water 

systeo and facilities of seller., On Septer:lber 27, 1963;~buyer 

filed an aetion in the Superior Court for Riversi.de,' California, 

No. 80222, against seller seeking to acquire in eminentdoma,1n all 

of the water systet:l and assets of seller. Thereafter, seller .and 

buyer eng~ged in extended tlegotiations in order to develop a fair 

and agreed value for said assets, and said parties have· now entered 

into an agreeo.ent of sale. 

: The agreement sets forth that buyer shall assume exl.sti:lg 

customer service deposit obligations as of closing and tbatbuyer 

::;hall asstlI:le the obligation of seller uneier all re£u:o.d agreements 

for const:tuction advances on the cO:ld:t::ton tbAt lL!.l ~eApe.nded: funcs 
" 

or bonds received 1.mde:: suc!l agreeeents s!lall' 'be' transferred or 

assigned to buyer at closing. 
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Inasouch as seller's dedicated area of service is not 

entirely within me 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 and transfer of seller's assets is 

the authorization and sale of revenue bonds by buyer in the amount 

of at least $2>440,000, on or before November 30> 1966, and approval 

of the transfer on the terms set forth in the agreement t'by two­

thirds of tlle issued and outstanding shares of Seller". 

The Commission finds that: 

1. The teres of the purchase agreement adequa'Cely protect the 

interest of custO'Clcrs and refund cOntra.ct holders, in deposits and 

advances of seller to be assumed by buyer. 

2. Buyer bas the ability to acqui~e and operate seller's water 

systeQwitllout interruption in service~ 

3. Upon the consucmation of the proposed transfer seller will 

no longer be engaged in performing pUblic utility service. 

4 •. Subject to the conditions set forth in the order. which 

follows> the proposed sale a.nd transfer will not be adverse to the 

public interest. 

We conclude that the application should be ~~';'edasr 

provided by the following order and ~ba.t a public hearing.'1s not 

necessary. 

ORDER - ..... -'~-

IT IS ORDERED that: 

1. Within one ye:;.r after the effective date of thiS. order, 

Banning. Water Company (seller), a corporation> my sell and·tr41lsfer 
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". 
\1 

tc ~he:City of Banning (buyer),. a muniCipality,. the properties 

referred te> herein, substantially in accordance with the terms ' 

described iu the agreement attached to the application herein and" 

designated as Appendix A,. but subject to the cond!t1ons of; this 

order.;' 

2. 'Ib.~ foregOing authority is conditioned upon the filing 

in this proceeding of a stipulation by buyer that: 

(a) Buyer will be subject to all legal claims 
for water service which -eight have been 
enforced against seller, including such 
claitls as 1:la:f exist in territory outside 
of purchaser s 'boundaries. 

('b) As to the rates, rules and conditions of 
service which buyer will app.ly in the 
service area of the systec herein author­
ized to be transferred, it will not 
discti::tiMte between service rendered· 
outside its city boundaries and service 
rendered inside said boundaries, except 
insofar as it ~y adjust such outside 
rates and charges to offset any reasonable 
tax burden sustained by water users within 
the city in subsidizing the operation of 
the city t s water system. 

3. Upon compliance with all of the conditions of this order 1 

seller shall stand relieved of all of its public utility obliga­

tions in the area served by the transferred sy$tet:l.~ and' may: 

discontinue service concurrently with-the eot:mencemen.t e>f service 

by buyer. 

4. Within ten days after the date of actual transfer, , 

seller shall file with the Coccission a true copy of any bill of 
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sale or ot:ber instrument of transfer which 121 be executed: to 

effect such. transfer .. 
',,' 

The effective date of this order shall be established 

by supplec.ental order herein after compli.ancewithparagraph 2" 

of t~s order. 

Dated at San Fmnci!eO 

~yof ___ ·_A_U_G_US_T ____ __ 

.... ~ California, this;t~. 

eat: 

cocoissioners 

Co::n1::;~10ner, George G.· Grover 
~ro::;on~ bu~ not'voting. 

CO:ml1~=1one%" Fx-e<ler1ck ~. RoloboN'.. 'bo1D& 
noccs:arilv absent~ did not ~rt1c1Pat. ' 
in th13 ~1S;O$1"tOhot \h1c })Nee~ , 
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