Decision Noe 202452

BEEFCRE TEE RATLROAD COMMISSION OF TEE STATE OF CALIFORNIA
In the Matter of the Applicetion of )
. RUSSIAN RIVER WATER COMPANY, }
a corporation, for authority to sell)
the weter systems and properties - - )
operated by Russien Rlver Water )
Conpony to Public Ttilities Calito:-;
nie Corporation, & corporation, and
for authority for Public Utilities )
Celifornia Corporation to buy said )
systems and properties and to issue )
sheres of its cepital stock of the g
par value of $236,500.00. :

Applicetion No. 14893.

A. F. Lemberger, for Russian River Water Compenye.

Orrick, Palmer and Deblquist, by Hillyer Brown,
. for Public Ttilities California Corporaticn.

~

BY THE COMMISSICNS

L)

CPINION

-~ o

vIn the above entitled matter the Railroad Commission

is asxed to mke'its order as £ollowssw

l. Aunthorizing Russien River Water Compeny to trensfer 1is
" properties, franchises sud business to Public Ttilities

California Corporation and authorizing the latter to ac-
Buire said properties, franchises end business, and

2. Authorizing Pudlic Utilities California Corporation to issue
and sell at par $zsé,soo.oé of its common cepital stock
%0 pay for the p::.'opea:‘ties, frenchises and business of
Rassisn River Water Company.

-




Tho application shows that Russien River YIa';er Company
‘{5 engeged ip the business of distributing water in end about the touﬁa
of Guexrneville, Monte Rlo and Rionido. The company obtains its
supply from small mountein streems exnd from three wells located along
the river. Water is diverted at a number of points, the flow being
accumulated usually in local tanks, of which there are in service
thir‘t:iy')'a:.gb.‘t of a total capacity of 572,000 gallons. The transmission
end distridution system include 245,498 feet of mains renging from oner
half of an inch to six inches in diameter. m& aumber of service
conrections are reported: at 1,329, '

The essets end liabilities of Russian River Water
Company, as of April 30, 1928, are reported as followsze
ASSETS:
L Pixed capitel . + o o o o £228,115.88
CaSBe o o o o o o o o o . 1.631.91
Accounts receivadble . . . . 39324 e25

Mexrchendise and supplies. ’ 1,719.92
Toaxortized discount. . - . 3,035.20

Total

LIABILITIES: =

... . Capital stock . . . . $178,500.00
Xotes payable e . 20,000.00
Accounts payeble. . ‘ - 1,166.02
Consumers' advences : 1,425
Mm-‘-:o c“‘o"c L] v : ' 299087
Resexve for depreciation. e 24,988.60°
&erl ® » & & s 8 & s @ 13."329'0“'

POTAL evvevneennee . §237,827.16

Public Ttilities California Corporaticn 1s engaged in
the business, among others, of acquiring and operating public utility
water systems in various parts of the state of Californie. It
reports thet it has emtered.into an agreement to buy all the essets of




Russien River Water Company, except cash on hand and ac¢counts receivable
at the date of transfer, free and clear of all liens and eticunbrances
for the swum of $236 500.00. :1:1." proposes to issue and sell at par,
$2:56 500.00 of 1ts common stock to finance the purchase price.

In support of the request, applicents allege that
'Russian River Water Conpany heretcfore has been authorized to :I.ssue
$179,800,00 of ‘stock and has ilssued such stock, thM'. up to April 30,
1928, itz net expendlitures for additions to capital, asa.inst: whick Ro
stock has been issued, heve aggregated §56,685.68, end thet the securi-
ties now proposed to be issued by Public ﬁ‘ti‘lities California co:}pora-
tion are no greater in amount then those Which the Russien River
Water Company has outstanding and whick 1t would be entitled to issue

in reimbursement of its treasury for capital menditurqs,mde. In

addition, applicants have filed as Exhibit "D" an estimete as of
December 31, 192')' of the original cost and.éie repro.dizotion cost of
the properties of Russian River. Wate: Conpeny, prepared by The Ipvola.nd.
Epgineers, Inc. A sumary of the estimates follows:-

orim COS‘C ® ® o & & o & & » & - 0%7,0000 ] )
Sinking fund accumdation . . . « . . .._21,457.
Original cost less sinking fund o

ACCUMUIATION. o & o ¢ o o 4 o s o o . o . o JP245,543.

Reproduotion o8t o « - « o o o & o o o$297,579.
Accrued deprocliatiol. « o o 4 o o 0 . o._ 4,000,

‘Reproduction cost less accrued depreciation . . . .§263,570.

»

The esatimated valuations include allowances for intangi-

blo 1tems as :r:ollovrs.

‘ ,R'EIPRODUCTIOH
' ~ITEM .. _COST .
Orgenization . .... . ' ’ o
Water rights . . o .6,600.00
Rishts of wWey. - . ' 7 750.00‘
Cost of ecquiring lands and rights ' _
, OL WEY o o = o o 2 o« o o « » . 4214..00'
Interest during construction .. , 3,656.00
GO:JlS G@Cem- * e & & & s = & 25,000-00 35.000000

Total coeoeneee $41.954.oo'  §49,700.00

’ .

Se




The I<veland Engineers, Inc. included in their report
a value of $68,868.0b for land and %,zsé.oo Tor rights of wWay.

H. R. Robbix-:.s,, one of the Commission's assistant engineers, introduced
into the record as the Commission's Exhibit “I" en appraisal of the
lends and the rights of wey of Russian River Water Compeny, in whick he
estimates the present velue of the la:z.d:i"at $65,656.00 and the rights
of way at §2,045.00s ’ ) |

' In reviewing the record in this metter we do not
believe that the ‘evidence sutmitted supports the allegation that the -
Russisn River Water Company would be entitled to issue an additional
§56,700.00 of stock to reimburse its treaswry for capital expenditures
}ieretorcco made. In proceedings of this nature the Commission here-
tofore bas held that %he security issue by the purcha,siﬂg company
should de based upon the estimated original cost of the properties,
cansideration bheing given to the depreciation iccrued on such propertlies
and the earnings ree.lizéd. from their operation.

As sbown in Txhibit "D" the originel cost of the pro-
perties of Russiim River Water Compeny is estimated at $267,000.00 and
the accrued depreciation at $21,457.00, leaving a net rigure of
$245,543.00. This e.momt; however, includes $25,000.,00 for going
concern value which wWe believe should be excluded in axriving at the
smount of stock $o be authorized to de issued esgainst the properties.
Deduoting this sum snd also the excess ol the canpeanies' engineers’
&ppmisa.l for lands and rights of way over tho‘apprai_sai of the
Comission’s engineer leaves & balance of §213,126.,00 which we believe
might properly be used as & basis for en oxder suthorizing the issue
of stocke |
| . Considering the earnings of the properties of Russism
River Water Company we ind, from its smmual financiel :repom‘:on Tile
with the Commission, that iz 1926 its gross revenmues were :epoz‘ted at




27, 706.13 end in 1927 at %29,028.86, end its net profit, after deduct-
i..g operating expenses, teaxes and depreciation at $8,303.77 in 1926 and
t $8,420.96 In 1927, For 1928, Fo Jo Keye.., vice-preaiden‘: and

menager of Public Utilities Celifornia Corporetion, estinated the
gross revenues at $31,500.00 end net profit, after deducting operating
expenses, taxes and deprociation and teking into consideration adjust- |
ments in operating methods end other factors, ab $14.,O72.00, Tpon.
enelysis, however, it eppears that Mr. Keyes incindes in operating
sIpenses for depreciation an .amount arrived at by taling 12-1/2 per
cent of the gross revenue and deducting therefrom the charges for
meintenance, the balance being the amount of the charge for deprecia-
tfon.  We do mot concur with this method ¢f determining the a.g_;me.l
cherges for depreciation.

meking 1nto consideration all the circumstances end
conditions surréunding tke metters set forth in thi.ﬁ application, we
pelieve that %he transfer of the properties should be authorized but
spat Pudlic Utilities California Coxrporation should be pexmitted to
1ssue in payment Dot exceeding $213,200.00 of stock. Suck an
order, accordingly, will be entered. )

ORDZER

Application having been mede for an order suthorizing

‘the trensfer of the properties of Russian River Fater Company 2nd the
issue o:&%'e,soo.oo of stock by Public Utilities California Corpora-
tion, & pudlic hearing baving been held before Examiner Fankhauser and
the Reilroad Commission being of the opinion thet the trensfer of the
properties sbould be euthorized but that the issue of only $213 200400
of stock is rea.sona‘bly required for the purpose specified herein,
whick purpose is not in whole or :Ln. pert rea.sonably cha:seaple to

Se




opereting expense or %o income end thet this applicat:.on in 3¢ far as

1t involves the issus of §23,300.00 of stock should be denied without
prejudice, therefore, .

IT IS HEEXEBY ORDERED as follows:

le Russien River Viater Company may sell and transfer to

Public Ttilities California Corporetion its proper-
ties, frapchises and business, more particularly
descrived in applicant's Exhibit "D".

2.  Public Urilities Californie Corperation may acquire said

" properties, fremchises and business and mey issue and
sell at par $213,200.00 of 1ts common capital stock to
oy roz.- such proper‘cies , Tranchises and dbusiness.

3. Public Utilities California Corporation shaell chexge to

' its rixed cepitel accounts in recording the purchese of
the properties of mgsia.n River Water Cozpeny the sum
of not exceeding $234,657.00. I it pays ror'h—‘ﬁize
properties more then $21%,200.00, i-opresonmd vy &
like amount of oomon's-tock, it must chaxrge the
gitterence betweon said §213,200.00 and the price paid
to a suspense account an& amortize the same by charges
to its surplus account Within five (5) years after the
date of this oxder, or cha::‘ge ‘such 31?.1’01';;00 at once
%o its surplus accounte . .

4. Pubdblic Ttilities Caurorzu.a Ccrporation shall Lile with .
the Railroed Cogmission within thirty (30) days after
the éxecution of the deeds under which 4t q.c-qpiros
title to the properties of Bussian River ﬁaye\r compeny,
s certified copy thereof; also a certified statement
showing the exact date on which it aocquired the proper-
ties and on which 1t took possession and begen to

6o




operate the same, and also a repoIt showing the lssue
of the stock, as ::eciuimd by the B&ilioad. Commission's
Genersl Order No. 24, which order, insofar as applicable,
is made a part of this order.
5. Russian River Water Company within sixty (60) days after

" the transfer of iis properties as herein authorized,
shall file with the Commission & finencial report
covering the period from Jemuary 1, 1928, down to the
date of transfer, such reliort to be made on the |
reguler enaual report rorm prescrided by this
Coxmis sione

This eapplication insofar as it mvolves 'che issue of

| §23,300.00 of stock is denied without prejudice.

The authority herein granted will become effective ten

(10) days after the date hereof.

DA:I:ED at San Frasciceo, caliromia, this __ S

da.y o Septem'ber, 1928, ©

Comnmissioners.




