Decision Xo.

BEFOEE THEE RAIIROAD COMMISSION OF TEE STAIE OF CALIFCRNIL

In the Matter of the ippylication of)
FRANK P. CADY and L. R. CADY )
for authority . to sell the water )
systems end properties operated }
under the name of the Susanville )
Wator Company to Pudblic TUtilitlies )
Californie Corporation, & corpora= )
tion, &md for authority of the )
latter to buy said systems axd pro-)
perties and %0 issue shares of its )
cepital stock of the par value of )
Two Eundred Thousand (200,000) )
Dollarse . . . )

Application Noe 1l4S894.

Orrick, Pzlmer & Dehlquist,
by Eillyer Brown, Lor
Public Utilities Californie Coxrporation.

Frapk P. Cady, in proprie persona.
R. W. Ven Norden, for the City of Susanville.

BY THE CQQISSION:

OPINTION

In this epplication the Rallroed Commission is asked

to enter its order as followss~

l. Authorizing Frank P. ch.dy and L. R. Cady to twransfer
" the business snd properties of the Susenville
Water Compeny 4o Public Utilities Celifornia
Corporation. . ' '
2. Authorizing Pudlic Ttilities California Corporation

to acquire said business and properties; &nd




Se Aufhorizing Public Utilities Califoramia Corporation
4o issue and sell $200,000.00 par value of its
capital stock at pdr in order to ralse sufficient
moneys to pay the purchase price ol ;aid business

and properties.

The application shows that Frank P. Cady and L. R.
Cady are engaged in the business of distriduting weter to the
smhebitants of Susenville and vieinity, operating under the firm
name and style of Suszanville Water Company. The source of supply
of weter is & group of about Zifteen springs lqcétéd about three
miles west of Susenville and approxinately three hundred feet
nigher in elevation than the service ares. water is led dy a
seri®s of ditches and pipe lines to a set of tenks west or?tho city
whence it is distridbuted through 87,125 feet of pipe, reaging in
size from 1/2 to 14 inches in diameter, to 937 services, ¢f which

804 are netered.
The revenue, and expenses fLrom the operation of the

water system during the last three years have been reported as
rollowss= ‘ |

Item 1925 1926 1927

Oporeting revenue. . . « . . $22,420.55 §25,482.80 $27,798.71
opemt m . Oxpense - - - - - - .u 181 .47 ll’ 769 .20 - 15 551 .93

Net operating revenus .. $11,239.08 §13,715.60 §12,246.78

' """

It eppears thet Frank P. Cady and L. B. Cady have
eatered into an agreement with W. B. Toshay COmpany whereby they
agree %0 transfer their properties and business to W. B. Foshay
Compeny tor the sum of $200,000.00. W. B. Foshey Compeny proposes
to assign all of its rights in. and %0 the said asreement axd to cause
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all of the properties camprising the Susanville Water Company to be
transferred %o Public Utilities Californie Corporation free and
clear of all liens and encumbrances and to purchase from Public
Ttilities California Corporation, at par, the $200,000.00 of stock,
if euthorized by thiz Commission. '

In support of the proposed transfer price applicants
have filed, as Exhidbit "B", & report and appralsael of the properties,

prepared by The Loveland Engineers, Inc., in which the sound velue

of the propertieé 13 alleged to be $200,000.00 and the reproduction
cost as of Octoder 31, 1927, is estimated at §235,779.00, the repro=-
duction cost less accrued depreciation at $202,050.0b, the oxiginal

cost at $151,499.00 and fthe scerual in the depreciation reserve at

$20,748.60. Tncluded in the valuation are the following items:~

Reproduction Original
Item Cost Cost

Organization and prelimirary ¢5 Q00. £3,000.
FI'&'D.CMSGS e & e & & ,0000 . e

TWeater rights « « « .« » 35 000. 5,000.
Cost of acquiring lend ’110. - 110.
Golng CONCAIR. o « « -« 20,000. 20,000.

It will be observed that the proposed‘transrer price
snd stock 1ssue 1is equal to the alleged sound value Of the propertles

which in turn is approximately equivalent to the reproduction cost new
1less depreciation. As we beve indicated in fommer decisions wecdo
not believe that this is the proper basis for an oxder authorizing

the issue of stocke The order herein will authorize Pubdblic
Urilities California Corporation to issue £135, OOO»bO'oI'stock in
acquiring the properties of the Susanville ‘Weter company e It it
peys moTe than §$135,000.00 for such properties, it must cha:go ‘the
dirrerence bgtween the purchase price and the $135,000.00 to & sus~

pense account and amortize It by charges to its;s;rplna,accdunt, or




charge such difference directly to its surplus account.

The City of Susanville was represented at the hearing
by R. W. Ven Korden, & consulting epgineer. At his request
counsel for Public Utilities California Corporation stipulated on
behalf of Public TUtilities California Corporstion thet nothing in the
order in this matter would be comstrued as setting a’pnce or value
on the properties comprising the Susanville Water COmp&ny Tor the
purpose of condemnation or Ifixing rates and that in the event oI &
condemnat ion proceediné affecting the Susenville water system, ?u‘blic
Ttilities California Corporasion would not urge amy claim for |
severance damages because of the transfer of the water system %o

Public Utilities California Corporatione

ORDER

Application having been made o the Reilroad Commission

for en order authorizing the tremsfer of the properties of Susanville
Watexr COinpmy and the issue of $200,000.00 of stock by Publ'ic'
Utilities California Corpomtioz':., a public hearing having been held
befere Examiner Fenkhauser and the Redlroad Commission being of the
opinion that the transfer of the properties should be authorized,

and thet the issue of $135,000.00 of stock is reascnedbly required
for %he purposze specitied‘herein, which purpose is not in whole oOr
iz part reasonably chargeable to operating expense Or to income,

end that this epplication insofar as it involves the issue of
$65,000.00 of stock should be denied without prejudice,

TT IS EEEERY ORDERED that:-
1. -PFrenk P. Cady and L. R. Cady may transfer all the dusi-~
" ness and ﬁropeyri:ies' of the Susaaville Water Company

to Pudlic Utilities c:aliromia Corporat 10D

4o




Public Utilities California Corporation mey acquire
sald dusiness and properties and issue and sell at
‘not less than par $135,000.00 of stock to finence
the purchase price'thereor..

The application insofar as it involves the issue oI the

 remaining 4.-65 000.00 of stock is dented without |
p_ejudice.

: Public Utilities Calirornie Corporation, if it acquires
the aforesald busineés and proyerties, may charge %o
its rixed.capital accounts not more than {l15S5,729.,00.
If 1% pays for the business and propertieSImp:e th&n
the par value of the stock, it is herein authorized’
to iszue, ($135,000.00), it must charge such excess o
a suspense-éccounz end emortize the seme by charges %o

.1ts surplus account within ten (10) yeexrs after the

date of this order, or charge such excess at once To

itu surplus accounte : S

Pudlic Utilities California COrporaxion 9hall file with
the Commission within thirty (30) days a:ter the
execution of the deed, or deeds under which 1%
accuires title to the properties of Susenville Water
Company, a certified copy thereo: and, at the seme
time, & certirigd statement showing the exact date
on whidh 4% took possession of the properties gnd
began to operate the same, and & verified report of

. +he igsue of the stock as required by the Reillroad

Commission's General Order No. 24, waich order,
insofar as applicable, is mede a part of this

order.




6. The authority herein granted shall beccme effective

| ~ %en (10) days from the dete hereof. Undex
such‘au;":hority, however, no properties may be
tremsferred nor emy stock lssued after December

31, 1928.

DA.I’ED at San Francisco, California, this &/
| 1928,
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Commissioners.




