
Decision No. 202~3 

. . .. .. I' , _ t .. '. ..!~ 4 •• • .... 

In the Matter or the A:pplieat1011 ot ) 
, ROSSI.AN Bl'JER WAmt COMPANY, ) 
a eOl"pore:t1on, ,tor, .authority ,.to sell) 
th<:t water systems' and properties . , ) 
operated by Russi8ll. R1ver Water ) 
Co~~ ~o Public Ut1l1t1es calitor-) 
:::.18, Co:r:po:t'a~ion, a. eorporation. and ) 
tor authorit~ ~or Public Util1ties ) 
ceJ.1to:r:c.ia Coxpora:t1o:c. to, buy' said. ) 
sys.tems and.bu'Operties end to issue) 
sheJ:'es ot 1 t~ ce.p1 tal. stock· or the ) 
per value or:: .$236 .. 500.00. . ) 

Ap:pl1ea t1o:c. No. 14693. 

.4. F. Lemberger, tor Russian Eiver Water COm~. 

O:t'riek~ Pelmer and Dalll.qu1st, "b7 Hillyer Brown, 
tor Publ1c Utilities C8.l1~orn1e. Corporation • 

. . ", ' .... . 
OPINION' 

.4'0 II • • • ~ • 

In the above entitled matter the :Railroad Commission 

is asked to :make its. oX'der e..s. tollows:-

~. Anthor1z1ng Russ1an Eiver Water Comp~ to transter its 

pl'Opert1es, ~ehises 'and buSiness to PUblic Utilities 

Ce.l1rorn1a Co~Ora.t1011 end authorizing the lat~er to CLC-

~1re said properties, tranch1so$ and busillOsa, cd 

2. Authorizing Public Ut1l1ties Ce.l1torni& Cor,porat1011 to iss:c.e 

and sell. a.t par $236,500.06 01: ; ts common capital stock 
, . 

to plAy :tor the properties, ~c1l1ses and business 01: 

:Rc.ssian R1ver Water COmpe.ll.Y. 

1. 



~e application =ow~ that. Russian River Watflr COmpa:c:r 

is engaged in the business of d1stri'butiXl8 water in 'and about the. towns 

or Guerneville. Monte Rio and :BioXl.1do. 
,.&." • 

supp~ trom. sa:r.all mountain streams ,end from. three wells, loce.ted along 

the river. We. ter is d1 verted at a numbor ot :points. the flo... being 

acetzmUlated usue' 'y 1n local ta:o.ks. ot :w.l:l1oh there are 1:0. service 

thirtY?1sht 0: a total capac1~ or 572,000 gallons. . 
end distribution system. lnclude. 245.492 teet ot m.a1ll.s :ran.g1l:lg '!:ran Ote· 

h8.l.1" or t.m inch to siX inches 1:0. d1ameter. 

connections are reported at 1,329. 

The number ot ae:M'1ee 

'rhe assets. end liabilities ot Rrlssia:c. River, 'Water 
. . . , .. 

Company, as ot Ap:r113C, 1928, are reported as tollowa:,-

~: 
"Fixed capital .. .. • .. • .. .. .. .. ....... $228.1.15.ae 
cash. . • . • • • • • _, . . • ... • • • · . 1.,.631·~91 
.A.cCCXl1l. ts ~e1 Table .. .. .. .. .. .. .. .. .... 3.324a.25 
MercheJ:l.Q1se.,811d supplies. .. .. • .. .. .... 1.719.92 ' 
't1namort1zed d1scou:o:too .. .. .. .. .. .. .. .... 3.~.20' 

••••••••••••• 

LIABILITIES:' . 
. . . ' . ~ cap~t.e.l. stock .. .. .. .. .. .. .. .. .. • .. ~78.500~OO 

Notes. payable .. .. .. .. .. .. .. .. .. .. .. ~ 20.000~OO 
Acco~ts payable. .. • • • .. • .. .. .. .... 1,166.02 
Consumers· adTe.nces. .. .. .. .. .. .. ... 1,MS.23· . 
.Ac~. __ : ••• ' ••• 1/11 • • • • • • • • ~'~a7 
Reserve ~or depreciation. • • .. .. .. .... ~,9ae.60' 
Su:rplus • • .. • .. • .. .. ' • • .. • .. • .... 1l,~'.44, 

':oteJ. ••••••••••••• 

Public 'O'tllities ee.11torn1a. COrporation 18 engaged in 
a..·· .. " 

the bUSiness, emong others., or aeqU1r1ng and operating :publio ut1l1ty 

1E8.ter sys.tems in. various parts 01' the state of Ce.l1tornie.. J:t 

reports. that it has en;tered, into an agreement to buy all. the assets or 

.2. ' 



e· 
, 

Rrlssien. R1ver Water Comp~, except cash. on hand and accounts receivable 
. . " 

a.t the date ot tra:o.ster, ~e end clear ot al2 l1ens snd encumbrances 

./ oror the sun. of $236,500.00. :r:r pro;poses t·o issue and sell at ~ar, . . 
$236.500.00 ot its oommon &took to,t~oo th~ ~urebas. ;price. 

In support. ot the request, app11ce.nts allege tllAt 
. 

. RIlssi8ll River Water Company heretotore bas 'been authorized to issue 
. ~ ... ,. 

$l.79,eoO~OO ot ':stock"end bAs issued sueh stock, tbAt up to ~:r1l. 30, 

1928, its net expenditures tor additions to capital, age,1Xl.8't wh1eh no . 
stock bas been issuoci, have aggregated. $56,685.68, end tbAt the secur1-. 
ties now proposed to be issued by Pa.bl1e tl't1l1t1os cal1torn1a Corpora-

.. . ~ "' . 
t10n aro :no greater 1n e:m.ount 'th8ll. 'those wh1ell t.he ~s~~ Biver 

Water Company' has outst8lld1xl8 and wll1ch it wO:aJ.d be 'entitled to issue 

in. re1T4bursement ot its trea~ tor c81'1'te.1 e:xpend1-;ure5, made. Dl 

ad.dition, appl1cants have tiled. e.a Exl:l1b1t "'D" en est~te as o~ 

Do~ber 31, 1927, ot the original eost and the reproduot1on cost o~ 
, . . 

the propen1e.s ot Ro.ss1an. :River, ~ater COI:l:p6J17, prepared b7,!he ,Loveland 

l:cg1:c.eers, Inc. 

Original cost ................. $267~000. 
Si"ldng tund e.eeumuJ.e.tiOll • .. .. .. • .. •. 21;457. 
Ortg1nalco$t less sinking tund 

,accumulation. .. .. • • .. .. .. " .. .. .. .. .. .. • .$U5p M3:. 

Reproduo~1o~eost ......... " ....... $Z97~S79. 
Accrued depreeiat ion. • • "," .. • ,. .. •• 34:, OOg ~ , 

:aeproductiO~ cost less acero.ed. depreciation. • • •.• ,~63~570. 

'rho estimated valuations include allowa.n.cea tor1nttmg:t-

ble items as ~ollow$:-

"~ -O%'ga:c.1zation. " ..... ,," • .. .. .. .. .. • 
?later r.Lgllts • .. .. • .. .. • .. .. .. .. 
R1gllts or'1I'ay"" .. .. • .. .. .. '" .• • • 
COst ot acqu1riDg lc:c.d.s end rights' 

. o~ "q . ... - . . . ...... . 
Inte:rest- dU%'ing eonst%'U.ct1on .. ' .. .. 
Going coneern.· .. .. .. .. .. •• • • • 

••••••••• 

ORIGINAL 
COST • 

$1,5'00.00" 
;2,500.00 . 
7,:'150.00 

4,214:.00 -. 25,000.00 . 
, ..... 

.BEP.RODU~ION' 
COST" 

, iZ,500,.OO'. 
~ 6, 600.00: , 
7,750.00 

4,214.00 
3,636.00 

25,000.00 

, $49~700.00 



':he Loveland. Erlg1neers, Inc. includod 1n the!:' report 

a valuo or $68,868.00 tor land and $6~2S6.00 tor r~ts o~ w~. 

R. R. :aObb~" one ot the COmmission.., 5 o.ss1stan~ Ong1n.~8, introduced 
. -into the record as. the Commjss10n's, Exhibit, ttI" en .e.ppre.1sa~ ot tho 

lands a:a.d the rights o't' 'flay o'! Rl~s1an Biver "W;ter Cempmy, 111 wl:i1oh he 

est1mate:s the present ve.luo ot the landS at $65,&56:00 and the :rights 

ot yay at $2,045$00 • . . . 

In: reviewing the reoord in this matter we do not . 
believe that the evidence subm.1t't$d supports the allega.t1o:c. tb,a.t the 

Russian River-Water CompeJl3" would be entitled to issue an additional. 

$56,700.00 or stock to re1ln.burse its treas'UJ:'j" tor' eap1 tal 'expend1ture6 
, 
heretotore :mado. In. proceedings or this nature tho Comm1as1on here-

totore has held that tt.e security issue by the plttChas1Jlg eoIlXP8ll.7 

should be ba&ed upon tb.e est1mated or1g1l'lcl cost ot the properties, 

consideration being given to the depreciation accrued on such propert1e& 

and the ~ realized trom their operation • 

.A.s shown in Exhibit "D" the original cost o:t the pro-

perties o't Ru.ssiisn River VlClter compeui;''''u est1me.ted at $267,000.00 and 
, 

the accrued. 'depreciation at $21;457 .OO~ lea.v1'a.g e. net t1suro ot 

$245»543.00. .. . 
concern value Which we believe should be excluded in am v1ng at the 

. . . 
amount or stock to be authorized to be issued aga1nst the. pro:pert1es. 

Deduoting this sum end also- tho excess. 0-: the companies' ,eng1neers· 

~pra1sal tor l~ds e.:c.d riShts ot way over the .. appra1sal ot the 

Comm1ss1on.tseng1:c.eer leaves Co be.le.n.C)o ot ~~l2&.OOWh1eh .wo bol1eve 

might prop~l.ybe used .8.s. a basis tor e.'C. ol-der authorizmg the ,issue 

of stoe~ 
COnsidering th6 . eeX':l.:1ng$ 01: tho properties 01: Russian 

:River Water Co~, we .1'ind, !rom. its amua.l 1'i:r.I.ane1e.l repor't.$':on. :r1le 

With the eomz%:1ss10Xl., that in. 1920 its gross rev,enues w'ere reported at 



. 
$27,. 706.1Z end 1n 1927 a.t $29.028.86,.. and its net prot1t, a1"te:r d.duot-. 
1:g ope:re.t1:cg expenses, taxes end depree1e.t-1on at ts,303.77 1n 1926 end . 

For 1~28, F. :r. ·'X:ezres, vice-president and 
. -' 

~ser o~ Pub11~ ~1l1ties Cal1ro~1& Corporation, est~ted the 

gross revenuese.t $3l,500.00 "end Jlet profit, atter deducting operating . 
expenses, taxes ~d depreciat10n and tak1ug 1nto consideration adjust-

ments in operating m.eth.ods end other taetors, at $l4,072.00! UpoD. 
, . 

analysis, however , it appeare that :MX'. Keyes ineludes in opel"at 1rJg 

ItIxpensos tor depreciation. an. ,amount' 'arrived a.t by' te.'ldng 12-1/2 per 

cent ot the grOS8 revenue and. deduet1llg theretromthe ehugO$ tor 

mA1nteneneo, the 'balance being the amount ot the ellal'g& t·o:: depree1a-

t10n.. We Qo not concur withth15 methOd ot determil),1ng the ~ual 
..' 

charges tor d~reeiation. 
''.reld.ng into eo~ideratiol:l. all the eircum.stancos end 

cond1 t1o:c.s sur.rc.1lnding the :matters sot. torth 1n thi.s applloation, 'We 

believe that the· transter or the properties zhould be authorized but 

that Public Util1ties Calitornia Cor,porat1o~ ~ould be,per.m1ttod to 

1s,sue - in payment Jlot excee41ng $21:3, ZOO .00 of stock. SUch an 
. 

order7 Accord1ngly"wi11 be entered. 

ORDER 
. ~ - ." '. .. 

Application havillg boe:c. made tor an order authorizing 

the t:ra:c.~er ot ~ the p:ropertie$ ot Russian River Water Com.:pe.ny and the 

issue ot $236,500.00 of stock by pU,blle Utilities Callfornia Corpo:r:a-

:tio:c., a. public hearing haV1Il8 been held botore Ex:mo1ner FankhAuser and 

the Ra1lroe.d Comm.1ss1otl. "oe1ng ot the opinion t:ne.t the tre.nster at tbl!r. 

properties should be author1~d 'but that the issue or 0lll.7 $2lZ,200.00 . 
or stock is r:easonablY :required tor tl:le purposa spee1:t'ied, llere1n, 

which :purpose is not in whole or in pert re4scmabl.y cbArgeable to . ,. 

~, " ," 
',' .. 5. 



operating ~e~ or to income and tha~ this application 1n so tar as . 
it 1:c.vol'V'es tlle i3sue ot $2S~300.00 01: .stock should be den1ed 11':1. thout 

:prejudice,. theretor •• 

l'r IS BEtmBY ORDERE.D as t ollo"s: 
P. ~. _ ~. T 

1. Rttzs1en River Water CompanY' '148'3' 'lell 8Jld trenare:r to 
. .... .. 

J?ub11c 'O't1l1tios Ce.lU'or:a.ia Corporation its pl"Oper-

ties. tranchisos 8nd bus1llesS,. mOre part:1.cul.e.rly 

described in a,~licent's ~1b1t .~~. .. .. .... 
2. Public. 'O'tllit1es Ce.l1t'om1a Cor,poratioll. =y aoqUil"8 said 

. . .~ 

properties,. 1'%'anell1ses and bus1.uoss and 1JJA'1 issue and 

sell a't. par. $213,200.00 01: its. common capital. stock to . 
Ptrr tor sueh properties, 1:renehises end bus1:c.eas. 

3. hbl1c Ut1lit1es C8.l1to:rn1a COrporation shaU che:rge to 

it5 fixed capital ,e.ccOWltS. 1XL recording the purchase. o~ 

the properties ot RI.1ssian Bivor Water COm~ the sum. 
;" I . . . . .,... ~ 

01: not exceeding $2M,657.00. It' it pays. tor the . . 
properties more th~ $21S~200.00,. reprosentedby a 

~ 

like e.m.OUl'lt or oommon. LlStock. 1 t must c~ge the. 
• • #< 

ditterence betweon. sa.1d. $21.3,.200.00 and the price paid . 
to a suspense aeeoun t and amort 1ze the same b7 charges 

to its. surplus aooo'Qll.t within. t1ve. (5) 1ee.rs atter the 
, ( ¢ 

date ot this order,. OX" ell.a%ge· suoh dittorence at once. 

to its 8'1.'C:'p:LUS account. .. 
4. Public Utilities California Corporat1o~ shall r1lo with 

the :Ba:1l1'Oad c01p,1saion with1ll. th1rty(30) days atter. 

the execution· or the deeds uua.er WhiCh" 1 t" acq~res 

title to the propert1es ot ~ssian River Water Company, 

4 certified copy tbareot; also a certified statement 

shOWing the exact date on. which 1 t aoqu1red the pro:per-

ties and on. which 1 t took possession. and began to 



operate the ssme, and also a re:port sAow1ng the 1ssue 

or the stoek~ as reqUil"ed by the :Ra1ll"oad Commission.'s 

General Order No. 24, which order; 1nsotar 'as 8.:b'p11ce.ble, 
~ 

1$ made a part ot this order. 

S. :bl.ssien. Biver Water Ccm:pany within. sixty (60) ~s arter 
. .. ~ . .~ ;-. ",. 

the t~er ot its properties as h~~~i~ authorized, 

shall tile w1 th the Comm1s$1on. e. t 1.nellc1e.l :report 

cover1Xlg the period tl'Om. l"enuary l, ·1~28J down to the 

dAte of transter, such report to be made on. the 

regular ~ual report torm. prescr1-oea:' bY'· this. 

Connn1ss1on.. 
6. ~s application insofAr as it involves the issue ot 

'0' ",', ..... 

¥23,300·.OO ot stoek is denied without prejudice • . 
7. The au thor1 ty herein granted will. beeom.e ottoct1 ve. ton 

(10) ~$ after the dato hereof. 

...oIL 

D~ at San Fra:c.e1seo, ce.l1torn1a, this >=, ~ -. 
~ ot September; '1.928. 

Comm1-ss10ners. 

7. 


