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For Information Only. 

EXECUTIVE SUMMARY 

Current law provides separate procedures for the sale of public utilities that 
provide water service depending upon whether the facility is located within or outside of the 
jurisdiction of the selling agency. Senate Bill 2111, if adopted, would establish a single 
procedure for municipal corporations to sell, lease or otherwise transfer water service facilities 
located both within and outside their jurisdiction. 

DETAILED REPORT 

SB 2111, was introduced by Senators Beverly, Calderon, and Maddy on 
February 23, 1996 and amended on April 18. Under current law a municipal corporation can 
transfer water service utilities located outside of their jurisdiction by simple majority vote of the 
governing body. Under current law, the transfer of water service facilities located within the 
transferring agency’s jurisdiction requires a 2/3 vote of the governing body and a 2/3 vote of the 
electorate. SB 2111 would impose the same procedure for sale or other transfer regardless of the 
location of the facility. The proposed legislation authorizes the sale of all or any portion of a 
water utility by majority vote of the governing body provided a public hearing is held and 
specified findings are made. 

The governing body must find either (i) that the ownership and operation of the 
utility by the selling agency is no longer necessary for supplying water to its customers; or, (ii) 
that upon transfer the customers will be equally or better served. The acquiring agency must 
then pass a resolution by a simple majority that agrees with the terms and conditions approved by 
the selling agency. 
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SB 2111 is currently supported by the California Water Association and opposed 
by the Association of California Water Agencies, the California Municipal Utilities Association, 
Coachella Valley Water District and the League of California Cities. A copy of the proposed 
legislation is attached for your information. 

Attachment 



AMEKDED IS SENATE hPRIL 18, 1996 

SENATE BILL No. 2111 

Introduced by Senators Beverly, Calderon, and Maddy 

. 
February 23, 1996 

An act to amend Section 10061 of the Public Utilities Code, 
relating to local government. 

LEGISLATIVE COUSSEL‘S DIGEST 

SB 2111, as amended, Beverly. Publicly owned utilities for 
furnishing water service: sale or lease. 

Existing law sets forth procedures by which a municipal 
corporation may lease, sell, or transfer a public utility owned 
and operated by it for furnishing water service. 

This bill would revise these procedures; a& & k +e 
tl-lhed*m +lzlfl+dh~b~& 
ermft**ewfte$d#+&* 
+yswy 4%~ w w&w sew&e including the 
requirement of a public hearing. 

Vote: majority. Appropriation: no. Fiscal committee: no. 
State-mandated local program: no. 

The peopIe of the State of Ckliforni~ do enact as follows: 

1 SECTIOS 1. Section 10061 of the Public Utilities 
2 Code is amended to read: 
3 10061. (a) Notwithstanding any other provisions of 
4 law, a 4~4 + w municipal corporation, by 
3 following the provisions of this section, may lease, se11 or 
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transfer all or part OF ~1 pr.lblic utility owned and operated 
by it for furnishing water sert,ice. 

(b) Any 4ed * egef+ey mrlnicipal corporation 
owning and operating a public utility for furnishing water 
service may lease, sell, or transfer all or any part of the 
public utility to any other municipal corporation, public 
agency, or public utilitv water corporation FW&++& kw 
&he- upon the terms and conditicns agreed 
upon by the selling weee~ mrmicl@d corporation if, by 
resolution adopted bjpa mijority of its legislative body, it 
has determined that the ownership and operation by the 
a-gsey municipal corporation is no longer necessary for 
supplying water to its customers or, upon sale, lease, or 
transfer to a public utility water corporation, that those 
customers will be equally or better served by a regulated 
water utility and if the acquiring entity by resolution 
adopted by a majority of the members of its legislative 
body or board of directors has concurred in such lease, 
sale, or transfer and the terms and conditions thereof and 
if the acquiring entity will be bound to render water 
service to the persons formerly served through the 
system being sold, leased, or transferred on terms and 
conditions which are just and reasonable and which do 
not unreasonably discriminate against the customers of 
the acquired system. 
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(c) A municipaI corporation actiYlg pursuant to this 
section shaII spe&- the manner of soIicitir7g and fiIiril,q 
and the method of et-alluating, proposals for the 
acquisition of the public utility. Upon receipt and staff 
evaluation of a proposal or proposals the mrmic@aI 
corpora tion, if it determines that the proposaI or 
proposals are responsive, shall schedule a public hearing, 
and notice thereof shall published in accordance with 
Section 6066ofthe Government Code. At thehearing, the 
municipal corporation shall examine proposals received 
and staff recommen’dations, and, without lease term or 
other restrictions, may sell, lease, or transfer the public 
utility to the entity that the municipal corporation finds 
best qualified to continue to provide equal or better 
service to the customers of the system. The munic@aI 
corporation may, in its sole discretion, reject allproposals. 

(d) Any agreement entered into before September 17, 
1965, between p&&e atgefteief m unicipal corpora l-ions for 
the lease, sale, or transfer of all or any part of a public 
utility owned and operated by one of the municipal 
corporations and furnishing water service to the 
inhabitants of the municipal corporation to which the 
lease, sale or transfer is made is hereby validated. 
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