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Decision No. __ 8_9_7_7_5_ DEC 19 1978 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Y~tter of the Application of 1 
JOEl' :Sa BAXTER, doing, business as 
CALIFOBNIA HOT SPRINGS WATER COM? ~l 
for authority to sell his water 
system, and for FRANCIS ~~IL GILBERT ) 
to buy said water system, located at ~ 
California Hot Springs, County of 
Tulare. 

In the Matter of the Application of 
JOEN B. BAXTER, doing b"llsiness as 
CALIFORNIA HOT SPRINGS SEw.ER COM?~TY 
for authority to sell his sewer 
syste~, and for FRANCIS ~~IL GILBERT 
to buy said sewer system, located at 
Califo~ia Hot Springs, County of 
~l~e. ) 
-----) 

OPINIO~~ -------

A~plication No. 58199 
(l'iled July 5, 1978) 

Application No. 58200 
(File~ July 5,1978) 

John B. Baxter (Seller), dba California Hot Springs Water 
Company (Water Company) and as California Hot Springs Sewer Compa."'lY 
(Sewer Company), requests authority under S~ctions 851-853 of the 
Public Utilities Code to sell and transfer these two utility systems 
to Francis Neil Gilbert (Purchaser). 

These two utilities are located in the same area, in or 
near the community o£ California Hot Springs, serving approximately 
33 customers. 

The sale of the utilities is included in the sale o~ the 
resort known as California Hot Springs, containing approximate;ly 
268 acres o! land on whiCh the water system and the sewer sys~em 
are located. Tlle total sale price of the resort is ~290,OOO, : 

includ.ing th.e utilities, with. payment on th.e unpaid. pri:c.cipal!and 
I 

interest in monthly installments o!$2,42,.82. The portions O:! 
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the payments to be credited toward payment for the utilities are not 
se:pa.=ately identified. By the terms of the promissolj" note, ar..y 
default in the pay:o.ent of ar..y installment shall cause the whole note 
to become due and :payable. 

The ~ual reports of the two utilities are alleged in 
A-58200 to be combined into one report, noted as the Report 0'£ the 
California Hot Springs Water Company.. There is no indication in 

t1le reports that this is so. Original cost, sho'ND. in the 1977 report, 
of the allegedly combined systems is 559,496 with a depreciation 

I '. 

reserve of S13,418, for a net book cost of $46,078.. The proposed": 
sale price 0:£ the water utility alone is $75,000, payable $20,625 
as a do~ payQent and the re~a~der ~ortized over a period of 
20 years at 8% interest per annUQ, with a securi~ agree~ent:for 
554,375 agai:.st the water company supporting the '1'ro:nissolj" note. 

Applicant alleges, in A-58200, that the original cost of 
the sewer system is S60,000, with no depreciation. The proposed 
sale price is 565,000, payable 517,875 as a down payment with the 
balance amortized over a period of 20 years. at 8% interest, With a 
securi ty agreement against the sewer system for S47,125 SUPP?l'"ti:c.g 
the promissory note. The Commission stat!, in 197;, determined 
that the original cost ot depreCiable sewer plant, constructed for 
75 customers, was 548,753, with a land. value of S2,000 :ror a'total 
value of !>50,753. Depreciation was determined to be 51,780 per'a:m.u:n. 
on this basis the current net book cost of the sewer' plant would be 
$403,633 (S50,753 ~ (4 x 51,780)). (See tabulation, page ,.), 
Comparable detemination of the original cost of the water system 
has not been made. Staff has discussed the apparent discrepancy 
between costs cited in the ~ual reports and the application with 
representatives 0:£ Seller and has been advised that the water 
system and the sewer system costs are indeed co::fcined in the 3Jmual 
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~eports. It the amount determined to be properly sewer plant were 
to be deducted from the cost· shown in the annual reports, it would 
make the original cost 0:£ the water system SS,733. 

Annual reports have been filed for years 1974 , 1975, 1976 
and 1977 and show original eost as S58,981, $58,981, S59,496 and 
S59,496. 

The la.tter two years show the addition of a reservoir in 
1976 at $515. Accrued depreciation is shown as $1,487, $1,487, 
~10,424 and ~13,418. The end-of-year 1975 accrued depreciatio~ 
is shown as ~1,487, but the start-ot-year 1976 is given as ~7,433. 
No explanatio~ of these figures has been presented by applie~ts. 
The reports do not identify the contents as being tor both water 
and sewer utilities. 

In Application No. 58199 the water system is alleged to 
be a water distribution system only, with 10 artesian wells, with 
2.50,000 gallons per day of heated water (125°) availa.ble; one 'pum.p 
and pumphouse; a cold water holding tank; and approximately 450 1"t. 
o! 1-1/4" AC pipe, 1,900 1"t. 01" 2" AC, 450 ft .. 01" 2-1/2" AC.,· 
400 1"t. of 4" AC rulC, 1,950 !t. 01" 6" ;'C pi:pe. The annual reports 
do not contain a:ny information as to size anc. number ot tBl'llcs I.eI' 

size and footage 01" pi~e. 
The sewor system plant, as detemined by the· sta.t! in 

1973, is tabu1ate~ below with sta!1" determined original costs. 

Treatment Plant 
Pumping Equipment 
Treatment Equipment 
Three Holding Ponc.s 
Sewer I1ains 
Sewer Services 

Land 
Tota.l Plant 
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S11,802 
6,335 
1,867 
6,3l3 

15,833 
6,603 

48,?$~ 
2,000 

$0,7;'; 
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In Application No. 58200 it is alleged that there are 
two holding tanks, t!lree settling ponds or 50' x l20', 10' x 400' , 
and 70' x 50'; two '-b.p pumps and p'Wllphouse; and 200 ft. of 
2" AC :pipe, 300 ft. of 3" AC, 1,900 ft. or 4fT AC, and 1,850 ft. of 
6" AC pipe. The annual reports contain no i:c.!or:lation on the size 
or footage of the sewer s~stem plant. 

The Purchaser's financial statement, Exb.ibi t :3, to both 
applica.tions, indicates that he has sufficient resources to ma.i:c.tain 
and operate both systems. 

Purchaser wishes to purchase the utility systems as they 
are integral to the resort which he wishes to develop. Seller 
desires to sell as he is selling the resort area to the s~e 
Purchaser and also believes the utilities should be integral to 
the resort opera.tion. 

Seller and Purchaser allege that there are no custo~er 
depOSits to establish credit and no main extension advances for 
either utility. Seller and Purchaser accepted joint responsibility 
for ~orming the customers of the two utilities of the proposed 
sale. A co:py 0;£, the notice of sale has been received by the sta1'!. (I, 
No objections have been received. 

~he condition of both systems is good. The wate~ utility 
is basically a gravity system, with only one small area depe:c.ding, 
on pu:nped storage. ~he utility s~stem was constI'Ucted tor ?5ct:.s­
to~ers and is overbuilt tor the present use. It is in good condition. 
Purchaser has a~eed to accept the utilities in their ~re$entcon~ 
tion, 'but a:D.y claitls or costs arising prior to the closing date 
which arise out of or are related to the operation, mainte::lallc'e 
and repair o! the $~stem re:ain the responsibilitj o! Seller. 
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Discussion 

The applications, periodic :f'is':a1 reports, :financial 
statements and items of correspondence all differ widely in 
identifying the original cost of the two systems. It appears 
that a reasonable determination has been made in the case of the 
Sewer Co~pany, but that there is no suostantiated cost available 
for the Water Company. Such determinations must be provided for 
both utilities prior to any rate action, at which time the rate 
bases upo~ which the utility may earn a return will be determined, 

, 

but may be dispensed with in this instance, as the sale is baSically 
or the resort, at $290,000, and regardless or allocated cost the 
utilities will stand. or fall with the fortunes or the resort.' It 
appears inadvisable to attempt to separate the~ !ro~ the resort, 
as operationally they are vital to the resort and must be coniidered ., 
best managed and operated as a part of the whole. However, we ~~ll 
require a determination of original water system costs and a tiling 
of separate ~ual reports for the two utilities •. 

Findings and Conclusions 

1.. Annual reports and other data should 'be prepared and,] 
~aintained separately for each utility .. 

2. Purchaser has adequate financial resources to oper~te 
and ~anage the Water ~~d Sewer Comp~ies. 

3. The proposed sale and transfer is not adverse to the' 
public interest. 

4. A public hearing is not necessary. 

It can be seen with certainty that there is no possibility 
that the activity in question may have a significant effect on the 
environ:::lent. 

-5-



e A. 58199, A. 58200 FG$ 

~he authorization herein granted shall not be construed 
as a finding of the value of the rights and properties herein' 
authorized to be transferred nor as indicative o! amounts to be 
included in proceedings tor the determination 01' just and reasonable 
rates. 

ORDER -----_ ..... 
IT IS ORDERED that: 

l. On or before March ;1, 1979, John B. Baxter 'mAy sell and 
transfer the water and sewer systems (and other assets) referred to 
i=. Applications Nos. 58199 and 58200 to Francis Neil Gilbert. · 

2. As a condition of this grant of authority, Purchaser 
shall assume the public utility obligations of Seller within the 
area served by the water system being transferred and shall assume 
liability for refunds 0.1' all existing custome~ deposits and advances 
pertaining to the utility systems being transferred. Purchaser Shall 
send notice of the assumption ot liability for rei'unds to- all • 
customers affected. 

3. within ten days after co~letion of the transfer Purchaser 
shall notify the Co:::::nission, in .... -:-iting, of the c.ate ot comple'tion 
and of the assumption of the obligations set forth in paragraph 2 
of this order. 

4.. Purchaser shall either file a statement a.dopting the. 
ta.-iffs of Seller now on file with this Co%mission or re!ile under 
its own name those tariffs in accordance with the procedures pres­
cribed by General Order No. 96-A. No increase in rates shall be 
made unless authorized by this Commission. 

5. On or before the date of actual transfer, Seller shall 
~eliver to Purchaser, and the latter shall receive and preserve all 
records, memoranda, and papers ~ertai:c.i:o.g to the construction and 

, 

operation of the wa.ter and sewer systems authorized to be transferred. 
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6. On or betore the end of the third month atter the date of 
actual transfer, Purchaser shall cause to be filed with the Com=ission, 
in such for.o as it may prescribe, separate annual reports covering 
the operations of Seller for each utility tor the period commencing 
with the first day of the cu-~ent year to and including the effective 
date of the transfer. Original costs ot the water system shall be 
dete=mined and approved by this Commission. Annual reports ~Jlall 
hence!orth "be prepared and i"lled separately tor the wa.ter and. sewer 
utilities. 

7. Upon complia.."'lce ... :i t!l a.ll o~ the ter::s and. conditions o~ 
this oreer, Seller shall be relieved o! its public utility obligations 
in connection with the water system transferred. 

On or after the effective date of this order and on or 
before ~arch ;1, 1979, for the purposes specified in this proceed­
ing, transferee may issue evidence of indebtedness in the prinCipal 
amount of not exceeding 575,000 tor the Water Company and $65,000 
for the Sewer Company, and may execute and deliver eneumb~rins 
docUI:lents, which document:· shall be in substantially the s~e 1"0:::-:0 

as those attached to the application. 

-7-



" . . 

e A. 58l99, A. 58200 FG'" 

~~e authority granted by this order to issue evidence 
of indebtedness (and to execute and deliver encumbering documents) 
shall 'become effective when the issuer has paid the tee :prescribed 
by Section 1904(b) o! the Public Utilities Code, which fee is 
S280. ~ other respects the effective date o! this order shall 
'be thi.-ty d~s after the date hereof. 

Dated at .3an Frand!eO 

day of OECE~P£K ;{6t 
I 

this 

PUBltC UTlltT.,S CCMMlSStGN \ 
g'J:AT'lk. Oil' CALIFOR.."IlIA . 


