
. -e 
ALJ/emk/nb 

Deciaion _8_3_0_3_, _0_04_ MAR'" 21983 

" 

' ... ' .' , 
: II I ; :'" • • "', .~ \, f (I 
I..::J I.J U..., ~:J ~""';:..i-..;.i..:::;.: 

BEFORE tu PUBLIC trrILITIES COMMISSION OF THE STATE OF CALD'CltRIA. 

Application of ROLLING GREEN ) 
UTILITIES, I}f;., a california ) 
corporation, a water cOIIIpany, and ) 
DEAN W. DIGBT & SORS, DC., a ) 
land develoPMl1t cOIIp&Uy operatitlg ~ 
a .ewer cOllp&T1Y for an order 
author1z1ug ana approving a .ale 
of the .ewer .,..t .. · ovned: and· 
operated: by Dean W. Jtn1ght & ) 
Sona, Inc. to- Rolling Green ) 
Utilities, Inc. (Public Utilitie. ) 
Code Section. 851 et seq.) ) 

) 

OPINION ~-.a-~ ____ ~ 

.. 

Application 61103 
(Filed, December 2, 1981) 

Dean W. Knight & Sons. Inc. (Ieller) i. a land 
development company which allo operate. a public utility sewer 
.ystem· corporation under COIIIIli'lion jurildietion.!! Rolling, 
Green Utilities, Ine. (buyer) provide. public utility vater 
.ervice to 18& customers and· propane utility gas serviee in an 
area be1tlJ developed by leller. In Decision (D.) 69724 dated: 
September 23, 1965 in Application (A.) 47642. a eertifieate of 
public comenience and Decessity v.s granted to buyer, authorizing 
it to- provide publie utility water and: public utility propane 
I" •• rvic •• • 11 Buyer and seller provide their respective utility 
services within overlappi.ng servi.ce are... Seller also provides 
sewer service to a s&n&toriUlll loeated over one-quarter mle south 
of it. main service area. 

11 Sewer s~tem· corporations vere not under Coaa1asion jur1adietion 
- at the tfJle ~UerL"" incorporat.d. (5 •• Pablic Utilities (PtT) 

Code Section ZlO.~.) 
1.1 ~r t. ~op&ne g .. eor~at10D 11 no longer under CoIIai •• ion 

jurisdiction. (See PO COde Sections 221 and 222.) 
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Buyer and seller seek Co~issi¢~ approval of the sewer 
sYS1:etll sale. Buyer also seeks au1:ho~ity to issue i~s $eO~OOO 
note to seller for the acq\!isition of the sewer systet:t (see 
Exhibi: 1). Seller wan:s 1:0 sel: the system because it ex~eet$ 
to eease its o?er~tions ~ft~ 11: completes a cur=e~t subdivision 
develo?ment ~rojee1:. !~ acldition~ the ~~rtie8 want buyer to 
enter into a 25-year lease for the lands on which the se~er 
gyste~ts treatment ~nds are loca1:ed. The two utilities use 
the same employees and the same office. Tne utili~ies ~lieve 
t~~t the sale will result in economies in utili:y billing, 
bool~ee~1ng~ lega1~ and accounting expenses. 

Dean W .. Knight owns Sli. of the CO=O'O. e~.lity of buyer 
a.nd of seller.. R15 wife ~ Olivia A.. Knight ~ owns the re~ining 
common equi~y in the two eom~anies (see Exhibit 1). 

On. December 15~ 1978 seller and buye~ helc special 
meetings of their respective boards of directors. Buye= acce?ted 
seller's offer to purc~se the sewer systeQ as of January l~ 1979~ 
for an $80~OOO nonieterc$t-bearing p=o~issory eote c\!e on 
J80uary 1, 1989. That note (~~hibit H attach~d ~o the application) 
is unsecured. Seller re~resents that the d~?reei~tee book value 
of i~s $137.970 sewcr system was $80,000 at that time. 

In A.60485, seller's a~?lica1:ion to increase its sewer 
rates~ seller submitted evidence tha.t: it: mt:st: construet: addi-
tional sewer treatment facilities to ~eet the wate= ~~li:y 
discharge requirements set by the California Regional water 
Quality Control Board ~ Lahontan 'Region (Laho:.'!tan). Mr.. Knight 
testified that be will either t)rov1de the funds fo= the~e 
improvements <Y: he will personally gca::c.tec a loan for that 
purpose. 
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Discu •• ion 
The purposes for which the .. le and transfer of 

control sought are rea.onable. It would be de8irable to. 
consolidate the three utility operations in~o one corporation. 

The ap~licatiou also requests i.suance of an $80.000 
promissory note baaed on prior net plant valuea. Bayer'. net 
•• sets are nov le88 than $80.000. 

The amount of the note issued ahould· be r. duced , to 
refleet aeller'. equity inveat.ent in aever plant. Aa of 
December 31. 1982 aeller'a utility plant in •• rvice was $14~.660; 
ita reserve for depreciation was $60.120. baaed- OD a 1982 depre-
ciation ezpenae accrual of $3.340; and ita net contributed plant 
was S12,290.l1 Seller's equity plant investment was $74,2S0 
as of Oecember 31, 1982. Any note issl.led should be further 

_ -, . ,reduced by a depreciationaccrua,l based on an annual accrual 
~ ... ~ate of 0.02S. The amount of the note may be increased up to 

~~$80,OOO if t~e Kn19ht~ pr~vide seller with equity capital t~ 
.construct sewer ,~stem improvements .. prioi-to' the date the system 

._ ,'.~" is transferred to .l?uYer. 
If the authorization granted in thia deciaion 1. 

exerelsed.. buyer'. boob should show the or1g1nal cost of .ewer 
.ystem .... t •• the accrued re.ene for depreciation. aDd 
contributed· plant .... t. at the tme of tranafer. 

11 Contribut.d plant totaled $13.060. The aceru.d depreciation 
on contributed plant .AI $770. 
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Findings of Fae~ 
1. Buyerp a Califo::nia cO'!"pO"ra~1o:\p ()".t,~s 3':'l.d ooerates a 

water corpora~ion which is subject to the jurisdiction of this 
C~ission and a propane gas cist=ib~ion ~tility which is not 
subject to the jurisdiction of this C~ission. 

z. Selle=~ a land develo?ment company,. owns and operates 
a sewer system corporation s'Ubjcc~ ~o the jurisdiction of this 
C<r.mIlission. 

3. Dean W. Knight and OliviOl A .. Knight own all of the 
comoon stock 0: buyer and seller. Seller ?lans to cease its 
o?erations after co~letion of a current ~bdiv!sion development 
project. 

4. Buyer seeks authorization to issue its t.'"'O.seeu::"ee~ 

nonin~erest-bearing note in the ~~ou~t of $80.000 to 
se11er~ which is due on January l~ 1989,. for th~ purchase of the 
sewer system assets. Buyer is required to ~y a fee 'of $160 
to issue a long-term note of $80,.000 a~thorized by the Co~ission. 
Buyer may issue its n.ote in the amount 0: seller·' s equity invest-
ment in sewer plant. This amount was.$74,2SC on Deeember l!,. 
1982.. The .a:nount: of ~he note should be fu=ther rceuced based 
on ~ccrued depreeiation from Dececber 3l~ 1982 to ~he date .of 
transfer .. :::he amoun~ of t~ note ~y be increased up. to $80,000 
1£ the Knights make further system equi~y investments i'::'! selle::' $ 

sewer syste:n prior to· the ~=ansfer~ If the 'Co~e is issued for 
less than $80,000~ ~he fee should be rec~cec by $2 per thousand 
for each ~housand dollars 0:: fraction thereof .. 

5.. Buyer could ~chicve econo~ies in its u~i11~y opera~ions 
if it acquires selle='s sewer system .. 
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6. t'he purpose. for vh1ch the aale and transfer of conuol 
aought are reuotulble. Economiea are ltOaaible 1£ the three 
utility operatioua are eonaolldated into one corporation. 
Conclusions of Law ~ 

1. A public bearing 1s not neceaaary. 
2. The tranafer author1zed will pen\it buyer to lawfully 

.ssu:me control of the aner aystem· operations of .eller. 
3. Buyer'. note to ae1ler aa,. not exceed· aeller'. net equity 

plant inve.tment. 
4. the aale vill be made effective upon pa,-ut to- the 

Ca.m1a.lon of the $160 fee for i.suanee of an $80.000 note by 
buyer .. required by PU Code Section 1904{b) or of a le •• er fee 
1£ aeller' s net equity lnvese-nt in utility plant and: equity 
fUlldlng to construct sever treatment plant improvement. 18 le .. 
than $80.000. 

the authorization granted is for the purpose. of tbia 
proceeding only and is not to be construed .. a finding of 'Valu. 
of the .. sets being sold. 

O'RDElt - _ ...... .-. 

IT IS ORDERED that Dean W. Knight and Sons. Inc. 
(aeller) 1a authorized to .el1 it. aewer .ystem' .. aeta to 
Rol11118 Green Utilities. Inc. (ba,er) aud for buyer to usue 
ita uoniutere.t-'bearlug prOlluaory note due January 1. 1989' to 
ae11er. The transfer aM ... le abal1 be .. de effective Ut)On 

pa,ment to the CoIDiaaion of the $160 fee for 1aauaue. of au 
$80.000 'DOte by buyer &8 required by PU Code Section 1904(b.) 
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or of a l ••• er fee 1£ aeller'a investment in utility plant and 
equity funding to- construct its sewer tr.atllent plaut iJlprove-
Deuts i8 les. than $80,000. Seller shall f11e documeutation 
to support the amount of the note issued withiu 1S days of the 
tran.sfer date. 

This order becomes effective 30 days from today. 
Dated MAR 2 19~ • at Sau Franeisco. california. 
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Buyer and seller leek eo.mi.sion approval of the lewer 
system .ale. Seller alao •• e~ authority to ia.ue ita $80,000 
note to buyer fo~ the acquisition of the lever system (lee 
Exhibit 1).. Seller "ants to. •• 11 the .,.atn. becaule it eXp.cts 
to, cease its operations after it complete. a current aubdi~lon 
development project.. In addition, the parties "aut buyer tOo 
enter into a 2S-year lea.. for the lands on which the .ewer 
Iystem'. treatment ponds are located.. The two utilities u.e 

" the aame employees and tbe .ame office. The utilities believe 
.,." that the s.le will re.ult in economies in utility billing, 

bookkeepiug, legal, and accounting expensel-/ 
Dean W.. Knight owna 511 of the cOIIDOn equity of buyer 

and of seller.. Hi. wife, Olivi.& A. 1tn~, owns the r .... ining 
/' COlaOn equity in tbe two companiea (a,e Exhibit 1). 

On December 15" 1978: ae1l-r and buyer held .pee1&1 
.etinga of their reapective boar~," of dir.ctorsO' Buyer accepted 
.eller'. offer to purc~e the .... r sYltem .8 of January 1, 197~, 

I 
for an $80,000 nonlnter •• t-bearing promi •• ory note due on 

/ 
JaDuary 1, 1989. That DOte (Exhibit B attaebed to the application) 
1a unaecured. Seller reorelenta that the depreciated book value . / 
of ita $137,970 lewer system w .. $80,000 at that tfmeO' 

/ 

In A.604'S, .e11.er'. application to increue it •• ewer 
ratea, aeller aubmitted/evidence that it -.tIt ,f:on.truc:t add,i-
tioaal .ever tr.atmen~fecll1tle. t~me.t the vater quality 

~ 

di.charge requirements •• t by the California Regional Vater 
Quality Control Board, Lahontan Region (I.ahontan). Mr. Knight 
te.tified· that be will either provide the fond I for thea. 
mprov_Dt. or he will per.onally JUarant.. & loan for that 
purpo ••• 
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'F1ndinsa of tract 
1. ~a,er. a CAliforu1a corporation. owna .tid operate. a 

water corporation which i8 subject to the jurisdiction of. th!a 
eo.ua.ion and a prop&ne au distribution utll1ty vh1c:h 1. not 
.ubject to the jurisdiction of thi. eo-.1a.ion. 

2. Seller, & land development C:OIIpany. 0WD8 and operate. 
a swver ayst •• corporation aubjec:t: to the jurlad1cti01'1 of,. th1a 
Co.d •• iou. / 

3. Dean W.. 'Knight and Olivia. A. ltn1&ht own al:1 of the 
./ cOIDon .tock of buyer and ael1er. Seller pl~/o ceue it. 

operations after completion of a current aub4iv1a1on development 
project. / 

4. Buyer Meb authorization to ia8ue it. unaecured, 
/ nouintereat-bearing. note to buyer in the &1IOUUt of $80,000 to-

.eller, which i. due on January 1.:j89, for the purc:b.ue of the 

.ever .ystem· ... ets. Bayer i8 requ,rred: to pay • fee of $160 
to issue a long-term DOte of $80,000 authorized by the Commi.sion. 

I 
Buyer .. y issue its Dote in the/amount of .eller'. equity luve.t-
ant 1n sewer plet. Thi. amount w .. $74,250 on December 31, 
1982.. The aIIOUnt of the note/.bould 'be farther reduced· baaed 
on accrued depreciation frar'Decellber 31, 1m to the date of .. 
tra11lfer. The CDOant of the DOte .. y be 1tlCreued Up' to $80.000 

/ 1£ the JCn13ht. _ke further .yetelll: equity 1uv •• tment. in ae11er r • 
I .ewer aystem· prior to the traD.lfer. If the note is i.sued· for . I. 

1... than $80,000, the Ifea ahould be reduced by $2 per thous&ud~ 
for each thous&ud doLlars or fraction thereof. 

5-. ~.r could achieve economies in ita utility operations 
if it acquire. ..ller·. HVer .,.t .... 
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