Decision XNo. 224:2 2 ;'-

&

ZETORE THE RAILROLD COMMISSION OF THE STAIE OF CALIFORNIA

In the latter of the Application of
TRANK P. C4ADY and L. R. CADY
for authority to sell the water systen
operated under the name of Susanville
Water Company, to Celiforniaz Utilities
Coxmpany, & corporation, and for author-
ity for +the latter to duy sald System
and %0 issue 1its nove for One Hundred
Thousend (100,000) Dollars, and %o
mortgage sald water system 1o secure
sald notve, and to issue shares of 1ts
cepitel stock of the par value of
Bighty-tvo Thousand Five Eundred
(82,500) Dollarse.

Application No. 16303

L et Nt e N M e M P A P e S S

Orrick, Palmer & Dahlquist, by T. W. Danlquist,
for applicants.

EY TEE COMMISSION:

O PINION

In this proceeding the Railroad Commiszion is asked
to meke 1%s order authorizing Frank P. Cady and L. R. Cady 0 sell
and Celiforniz Utilities Compeny %o purchase the properties of the
Susenville Tater Company, aad authorizing Californiz Utilities Com-
pany to execute 2 mortgage, o issue 1%s five year six percent prom~
1ssory note for $100,000.00, and to issue and sell at par $82,500.00
of 1ts common cepital stocke

Tt oppears thet Frank P. Cady end Rilla E. Cady fox
meny years were engaged in the dusiness of selling water im Susanville
and vicinisty, operating under the name of Susanville Water Compony,
and that udon the death of Rille E. Cady, applicants Frexk P. Cady

and L. 2. Cady succeeded to her interest in the 3uzanville vater

Company. The revenues and expenses from the operation of the Sucson~
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ville TWater Company Tor the last three years have been reported as

follows:~

— TTEM
Operating revenues
Operating expenses
Nev operating revenues
Uncollectidle bills
Depreciation

1927
$27,998.71
13,599.37
T15, 790 o5k
57 .65
1,552.56
512, 159.15

1928
$ 29,195.90
12,784 .21
3 16,4L1.69
154,50 .
1,600.00
3 14,676.51

T5%3
29, 631429
13,809.75
15, 821.5%
106.70
1,652.16
14,062 .58
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The record shows that under date of lerch 8, 1930, Frank
?. Cady erd L. R. Cady, individually and as heirs and deviseces under
the will of Rilla I. Cady, and Frank P. Cedy, as executor of the will
of Rille E. Cady, entered iﬁto an agreement to sell the Susanvi;le
Tater Company to Sherritt and Company, Inc. for the sum of $182,500.00.
Tader the agreement, 82,500.00 will be p2id in cash and the balance,
$100,000.00, by a five year six percent note secured by moftgage, on
the properties operated under the name of Susanville Vater Company.
This agreement has been assigned to California Utilities Compeny by
Sherritt and Company, Inc., which has agreed to purchase from Cali-
fornic Ttilitiecs Company for $82,500.00 an equal amount of its capital
stock, or such other amount of stock as the Commission may authorize .
to be issued.

In making the applicetion hereinm, epplicants have filed
es Exhibit "E™ an appraisal of the properties prepared by The Loveland
Zaginecers, Inc. in which the reproduction cost new as of March 31,
1920 was cstimeted at $240,805.00 and the reproduction cost nmew less
depreciation at $196,258.00, including in cach case $60,500.00 for
intangible items. No estimetes were presented based on the original
or historical cost dases.

The matter of the value of the properties of the Susan—
ville Vater Company was recently consldered dy the Commission in its

Decision No. 20293, dated October 3, 1928, 4in Application No. 14894.




In that proceeding the request was uade for an order authorizing the
sele of the Susanville Water Company to Public Utilities Californic
Corporation. In support of the request, appraisals of the properties
vere submitted dased on the reproduction ¢ost new and originel cost
vasis, new and depreciated, torether with oral testimony. The evi-
dence presented at that time was thoroughly reviewed and comsidered

by the Commission and 1ts decision entered accordingly authorizing

the purchaser at that time to lssue in payment for the properties

of the Suscnville Tater Company $135,000.00 of ztock, provided thet
12 1t paid for the properties more than $135,000.00 it must charge
suca excess to a suspense account and amortize the same by cherges
0 itz curplus account within ten years after the date of the order,
or charge tae excess =zt once to its surplus. The order permitted
the company to caarge to its fixed capital accounts inm acquiring
the properties,not more then $155,729.00.

The authority granted by Decision No. 20293 was not exer-
¢ised. There has 10t bYbeen presented in this matter anything that
couses us t0 change our views and conclusions, asz set forth in that
decision. It appears t0 us that in passing on this present appli-
cetion, we should authorize the purchaszer 10 issue 10t more than
$135,000.00 of stock and notes, plus the cost of additions and bet-
terments since the date of the appraisal submitted in the former
matter. These additions and betterments, according %o Exhibit‘”l",
aggregate $11,315.33. The testimony of Frazk P. Caly, however,
indicates thet there exists certain duplications 4z the lador charges -
in conrection with such additions and betterments, and, after mek-
ing allowances ror such duplications, 1%t appears to us that we
should authorize the issue by the purchaser at this time of not more

then $142,500.00 of securities in paymernt for the properties of
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Susanville Weter Company. If the purchaser pays more then $142,500.
for the properties, it must charge such excess to a suspense account
axd amortize it by charges t0 surpluc within 4en years from the &ate

aereof, or charge the entire difference forthwith %o surplus.

Application having been made to the Railroad Commission
for an order suthorizing the transfer of the properties of Susanville
water Compaeny and the issue of stock and notes by California Utili-
ties Company, & public hearing heving been held before ZExeminer Fank-
haucer, and the Railroad Commission being of the opinion that the

transfer should de authorized and that California Utilitieé Company

should be permitted to issue 5100,000.00 of notes secured by 2 mors-
gege and not exceeding $42,500.00 of its common stock £Or the purpose.
specified herein, which purpose is not, in whole or in part, reason-
ably ckergeable to operating expense or to income, and that the issue
of $40,000.00 of stock should be denied without pre judice, therefore,

IT IS EERESY ORDERED that Framk P. Cady and L. R. Cady be,
and they heredby are, authorized to sell and transfer the water systeﬁ
and business operated under the name of Susanville Water Compeny, to
Cealifornia Utilities Company, which is heredy authorized 40 acouire
and operate The sanme.

IT IS EEREBY FURTEER ORDIERED that California Utilities
Company be, and 1t neredy is, authorized to execute a mortgage sub~
stentially in the ssme form as the mortgage filed with this 2ppli-
cation as Zxhivit "D™ and to issue its promissory note secured theredby
{n the principael amount of $100,000.00, payadble on or before Tive

years after date of issue, with inverest at not exceeding six percent
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per sxnum, and to issue and sell, at not less than par for cash,
$42,500.00 of its common capital stock and %o use the proceeds to
be received from the issue and sele of its stock and the ﬁote to
pay for the aforementiozned water system and business operated under
the neme of the Susenville Vater COmpany.-

IT IS E=REBY FURTEXR ORDIRED that the application, insofar

as

‘nvolves the issue of the remaining $40,000.00 of stock be,

it
ond 1% keredy is, denied without prejudice.

The authority herein granted is sudject to the following
conditions:~-

(1) Celifornic Utilities Compony, 1f it acquires the afore-
said busineés end properties, mey charge to 1tsc Lixed capitel accounts
no% more than $163,200.00. £ 1% pays for thesdusiness and proper-
ties more than $142,506.00, 1% must charge such exeess to a suspense
account and amortize the seme by charges o its surplus account within
sive years from the date of this order, or charge thiz excess 2t once
to 1%ts surpluc account. |

(2) Celiforrnia Utilities Company shall filc with the Com-
nission witﬁin +hirty days after acquiring the water system cnd busi-
ness operated under the name of the Susanville Water Compeny, & CopY
of the deed or deeds under which it acquires title theretg; e steftexent
showing the exact date upon vhich 1t Yook possession of the properties
aréd began o operate them, and 2 verificd report, &c required by the
aslrozd Commission's General Order No. 24, which order, 1n§otar 28
appliceble, iz made & part of thisz order.

| (3) The authority herein granted will become offective
when Californie Ttilities Compeny hat pail the fee prescriveld by
Seesion S7 of the Pudblic Utilities hct, which fee is One Hundred

($100.00) Dollars. TUnder seild outbority no properties mey de
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trensferred, 10 stock or notes issued and no mortgege executed

after September 1, 1930.

 DATED at Senm Framcisco, Californis, this 23~ day of
Yey, 1930.

i ™~

Lra_

Cormissioners.




