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DRIG~NAl 
Decision No. 7531.0 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE S~TE OF CALIFORNIA 

Application of Anthony L. Vincent, ) 
Jean L. Vincent, Anthony L. Vincent) 
and Jean L. Vincent, Trustees, and ) 
Robert L. Vincent, for approval of ) 
sale of CERES WATER WORKS) together) 
with. all franeb.1se, permits and ) 
operative rights thereto, to the ) 
CITY OF CERES, a Californiamunic::i-) 
pal corporation, wb.ieh joins in ) 
said application. ) 

) 

Application No. 50687 
(Filed November 15, 1968) 

MaYQird Garrison, Jr., for Anthony L. 
V ncent, applicant. 

Carlo S. Fowler, C. D. Ludden and 
C. Ernes: Rushing, for City of Ceres, 
applicant. 

OPINION 
-~------

The request o.f the owners of the Ceres Water Works 

(sellers) and the City of Ceres (buyer) for authority to transfer 

sellers' water system, serving the Ceres area in Stanislaus County, 

to the City of Ceres was heard before Examiner Coffey in Ceres and 

submitted for decision on January 3. 1969. Notice of the hearing 

was sent to all customers served by this water system. No customer 

appeared at the hearing or oo.jected to the trans·fer of this water 

system. to buyer. 

The water system of sellers does not lie entirely within 

the limits of the City of Ceres. Witness for applicant testified 

that in April 1968, 278 and 1)408 service connections were, respec

tively> outside and inside the limits of the city. Sellers presently 

charge, depending on the area, either $2.80 or $3.00 a month for 

flat rate service to a residential customer with a 3/4-inch service 
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and $3.94 a month for 2,000 cubic feet of water delivered to a resi

dential customer with a 5/& by 3/4-ineh meter. Sellers, in the 

currently suspended Application No. 50052, have requested authoriza

tion to increase these flat rate charges to $4.25 a month and this 

metered charge to $5.43 a month. Buyer will charge a flat rate of 

$4.25 within city limits, and $6.25 outside city limits. 

On November 7, 1968, sellers and buyer entered into an 

agreement, a copy of which is attached to the application as Exhibit 

A, providing for the sale of sellers' properties and assetsdesigna~ed 

as "waterworks" used in the connection with the performance of public 

utility service 'by sellers. The agreed purchase price is $378,000 

to be paid from n~t revenues in 20 annual installments of about 

$32,500, including interest at 6 percent per annum. The total of 

these payments of principal and interest will amount to $658,860. 

Sellers' property was recorded as of December 31, 1967, 

as follows: 

Utility Plant . 
Reserve for Depreciation 
Advances for Construction 
Customer Deposits 
Contribution in Aid of Construction~~~~~ 

Net 

The total of sellers' water system assets is $192,242. 

The agreement provides that buyer will assume the obliga

tion to make refunds pursuant to ehe sellers' main extension con

tracts listed in the agreement which total $22,535.19. A wi~ness 

for sellers stated that deposits would be refunded by sellers. 

Applicants allege that it is in the interests of and for 

the benefit of the public 1 .:lnd more partieulJlrly ehe e'.lstomers of 

said water system, ~ba~ said water.system be sold and transferred 

to the buyer, for the following reasons: 

-2-



A. 50687 JR 

1. Sellers· water production facilitics will be intereonneeted 

with other faeilities presently owned by buyer so as to provide an 

interchange of water and, as necessary, to provide additional 

standby and emergency facilities with resultant 1mproveme~t to 

standards of fire proteetion. 

2. By aequisition of the water system and the interconneetion 

of facilities, buyer will be enabled to standardize water rates 

within the eity and to maintain uniform pressure and service to 

consumers within the city. 

3. Under the terms of the agreemen: cuyer will continue to 

operate a water distribution system and to provide uninterrupted 

water service to all customers ~thin the service area to which 

sellers are presently certified. 

A witness for buyer testified that there has been a movement to con

demn this property by buyer since 1966. Initially the sellers 

resisted but changed their position since buyer now has had experience 

in operating a water system and is now qualified to give good service 

to the people. 

Witnesses for buyer testified that the differential in 

city water rates. within and outside the city limits, is justified 

by the requirement to pay ad valorem taxes to the County of Stanis

laus on those properties outside of the boundaries of the City of 

Ceres, that .~he obligations undertaken would increase interest rates 

on future city finanCing, that the city'should be compensated for 

the use of city crews and equipment ou:sidc of the city, and that 

all cities in the area charge about 50 percent more for water servicc 

outside their eorporate boundaries. The city ma~ger ~estified that 

buyer's rate differential was based on judgment and that it was 
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possible that the differential would be decreased if experience 

indicated that incremcnt~l expenses did not fully support the 4mount 

of the rate differential. He further testified that the purpose of 

the rate differential was not to encourage annexatioQs to the city, 

although it would bea consideration. 

Sellers est1mated, in Exhibit No.3, that the total ad 

valorem tax for the entire system for 1968 would be $5,300. Revenues 

obtained from buyer's $2.00 rate differential will result in about 

$6)500 of revenue per year. If the 1968 estimate of ad valorem tax 

is allocated proportionally to services, it can be estimated that 

the ad valorem tax for sellers' system, outside the city limits, will 

amount to less than $900 per year. 

Section 17 of the agreement provides that the general fund 

of the City of Ceres is Qot liable for the payment of the unpaid 

balance of the purchase price or interest thereon, nor is tbe credit 

or taxing power of the city pledged for the payment thereof. ~he 

unpaid balance and interest thereon is specified not to be a debt 

of the city nor to be any claim upon any city property or income 

other than net revenues of this water system. Since this section 

relieves buyer of all general city liability, it appears that the 

acquisition of this system will not cause increased cost ,0£ future 

city financing and does not justify a rate differential for water 

service outside the eity limits. 

Section 19 of the agreement provides that, before a:oy 

payment of principal, interest or on a main extension contract, 

monthly sums shall be apportioned from revenues for the necessary 

and reasonable maintenance and operation cos~s of the water syst~. 

These eosts include, without limitation, the reasonable expenses 
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of management 7 repair and other expenses necessary ~o maintain ane 

preserve the water system in good repair and working order; but no 

~:~owa~ce for depreciation or obsolescence is included. Since this 

section provides for all system operating and maintenance expenses 

to be recovered from system revenues, this record does not support 

the ju~tification of a rate differential based on use of city per

sonnel and equipment outside the city limi~s. 

We find that: 

1. The terms of the purchase agreement adequately protect 

the interest of customers in deposits and of refund contract holders. 

2. Buyer has the ability to acquire and operate sellers' 

water system without interruption in service. 

3. Sellers' area of public utility water service extends 

outside the boundaries of buyer. 

4. Buyer will charge a flat rate of $4.25 within city limits, 

and $6.25 outside city limits. 

5. Ad valorem taxes will be recovered from customers outside 

the city limits if each customer were charged 30 cents per month 

more than customers within the city limits. 

6. The proposal of buyer to charge water service customers 

outside the city limits $2.00 per month more than customers within 

the city limits is not supported by this record and appears to be 

arbitrary and unreasonablew 

7. No ,customer has objected to ei~her this sale or to the 

rates proposed by buyer •. 

8. Under all of the cireumseances hereto£or~ diseussed the 

proposed sale and transfer will not be adverse to the public interest. 
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9. Upon the consummation of the proposed transfer sellers 

~Nill no longer be performing public utility service in the area of 

the properties to be sold. 

We conclude that the application should be granted as 

provided in the following order. 

O!l!!B 

IT IS ORDERED tb.a t : 

1. Within one year after the effective date of this order, 

Anthony L. Vincent, Jean L. Vincent, Anthony 1.. Vincent arLd Jean L .. 

Vincent> Trustees, and Robert L .. Vincent may sell and transfer to the 

City of Ceres the properties referred to herein, substantially in 

accordance with the terms of the agreement attached to the applica

tion herein and designated Exhibit A, but subject to the conditions 

of this order. 

2. Before the transfer of its water system assets, sellers 

sh311 return to· customers any refundable deposits made to establish 

credit and shall file a statement with the Commission within ten 

days after said transfer that all depOsits have been refunded. 

3. Within ten days after the date of actual transfer, sellc:s 

shall file in this proceeding written notice of the date of transfer, 

the date upon which buyer shall have assumed operation of the water 

syst~ authorized to be transferred, and a true copy of the instru

ment or instruments of transfer which mAy b~ execu~cd to effect 

such. transfer. 
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4. Upon compliance with all of the conditions of this order, 

sellers shall stand relieved of all of their public utility obliga

tions in the area served by the transferred system and may discon

tinue service concurrently with the commencement of service by buyer. 

The effective date of this order shall be twenty days 

after the date hereof. 
-=--Dated at ___ '§u:~~:n;..'F;..;i'r:!;;.;.n_d3eO ____ , California, this ,I/:i/....;t 

, FEBRUARY' day of ________ , 1969. 

I I '.~ '-l~ .. 
a~ 
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