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Decision No. 92921 
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Application of PACIFIC GAS AND ) 
ELECTRIC COMPANY AA"D CLIFFORD V. ) 
HORN and KATHERYN C. HORN for an ) 
order authorizing the former to ) 
sell and convey to the latter ) 
certain water facilities. known ) 
as the Willits Water System, in ) 
accordance with the terms of a ) 
contract dated December 28, 1979. ) 

(Water) ) 

---------------------------) 
OPINION ... _------

Application No. 59792 
(Filed July 8, 1980) 

This is an application by Pacific Gas and Electric Company 
(PG&E) seeking authority to transfer its Willits Water System to 
Clifford V. Horn and Katheryn C. Horn (Horns). 

The application was filed on July 8, 1980. Each water 
system customer received a notice of the application. There have 
been no protests. The Commission staff (sta!.f) investigated the 
proposed transfer. It filed reports on August 14, October 29, and 
December 16, 19S0. Additional information was requested from PG&E 
and the Horns. In its final report o.f January 14, 1981, the staff 
indicated it has no objection to the Commission-s granting the 
application. 
Description of System 

PG&E's Willits System consists of watershed lands, a 
storage reservoir, a water treatment plant, and a piped distribution 
network serving 1,800 customers. The service area includes part 
of the city of Willits and adjacent territories in Mendocino County. 
In 1978 the system served 1,797 customers with 234,500,000 gallons 
of treated water. Water is diverted from company-owned wa~ershed 
lands that are a tributary to Ja.D:es Creek and impounded in Morris Lake, 
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loc:ltcd sou't.hwest of Willits. Th~ wat~r fror.: Morris Lake is treated 
in 't.he w~ter treat~cnt plant, anc then flowz oy gravity, with the 
assistance of pu:r.ps during the i'eak-demanc periods, t.hrough 18,000 
~eet of lS-inch and l~-inch tr~nsmi~sion main to the distribution 
syst-e=:. The c~i'acit.y of t.he ' .... .3t.cr tre:ltm~:-:.t p1:.1nt is .lbout two million 

r::111o:-:.~ per day. 
PC&E purch~sed the system from California ?ublic Service 

Compa~y o~ DeceQber )1, 19~4 under nuthori~ation granted by Decision 
:;0 .. 37571 cated Dece:r.ocr 19. 194L,.. l't nas been owned and operatea 
'oy ?C&E si~cc 't.hzJ.'t time. On July 12, 1955 Decisions Nos. 51675 and. 
;1676 granted. ?C&E cer'tificates of pub1 ic co~veniencc 'and necessit.y 
't.o exercise Franchise No. 347 (coun't.y of ~~ndocino) ane ~anchise 
No.4 (city of Willits). 

e The ?urena set" 
Cl ifforc V.. Horn woul d. manay.,e t..:11~ syste:n. He h.as ex't.ensi ve 

experience in ~n2~cment ~nd engin~eri~g. Horn has successfully 
o?crated. several busi~esses for 29 ,ye~~s. He was a ?ro!es~r 0: 
3usincss Y.anage::e:1~ at. the Colle8'e of San :I.ateo.. Horn has act.ec. 3S 

a business consul't.~nt and has appeared on ?r~ressional ?~nels. He 
~as engineered, d.eveloped, ?~tented, one marKet.ed sever~l products. 
riorn o~":'lCC ~he pu'ol ic util i ty St.ra'v\·berry Heights W~ter Co::pany at 
Echo Sur..:nit on HighwCly ,0 until 1967, "women it. w;)S sold 'to -:.he 
~laorado County lrrigot.ion Dis't.rict. Horn has sub~i'tted a manaee~ent. 

pl~n for the syst.em. 
The Ag:-ee:r:en~ 

On Decerr.ocr 28, 1979 PC&E and t.ne Horns entered into an 
exchange agreement. which requires PC&E ~o sell t.he system 'to the Horns 
!or $2.2 ~illion, ?lus ~dditions and bet~erments subsequently installe~. 
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The Horns will convey to PC&E ~ro?ertie3 v~lued Dt $1.7 million to 
~p?ly against the purchose price. The difference between the purchase 
price of the syste~ and the $1.7 million or the Horns· property will 
be covered by a 25-year note with a variable interest rate. Tne 
vari~ble rate is based on PC&E·s return on equity most recently found 
reasonable by the Commis~ion. The current variable interest r3te is 

approxi~ately 11.5%-
The 3pplic~tion shows th~t th~ ?urchace price of the system 

is derived from the historical utility pl~nt in service on December 3l, 
1979, less accruea depreci~tion, ~nd additions and better~ents as of 
June 1, 1980, as follows: 

Historic~l utility plnnt in ~ervice 
Accrued deprcci~tion 

Additions and betterment~ 
Net utility plant 

$3,537,898 
(1,051...,870) 

217 p 325 
$2,700,,353 

4It The Horns are placed on notice that future rate incre~ses for the 
transferred water system will be b~sed on 0 test-year rate base which 
reflects the historical net utility plant in service. 

A pro forma operating results for 1981 and 1982 nnd casn 
flow statement sub~itted by the applicants are 33 follows: 
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PG&E - Willits Water System 

Pro Forma Operating Results 
.r~t 1;jh~.Y~:srt~ 19eh &: 19f!2 

Operating Revenue 
1981 

Me:tered Service $ 334.900 
Private Protection Service 1,600 
Accrued Timber Revenue 1121Z00 

Total Operating Revenue 509,200 
Operating Expense 

Salaries 19.100 
Chemicals 13,200 
Work Orders 30.900 
Distribl.:t.ion 34.000 
Purchased Power 16,000 
Office E:x:~ense 10,600 
Insurance 141°00 

Total Operating Expenses 137,800 

Other Deductions 
DepreCiation 76,500 
Ad. Valorem Tax 1..3,100 
Fish Planting Fee 1 1 500 

Total Other Deductions 121,100 

Taxes Related to Income 
State Franchise Tax 11.900 
Federal Inco:e Tax 32,100 
Investment Tax Credit (16,500) 

Net Tax Related to Income 2112°0 
Total Expenses & Deductions 286,400 

Net Income Before Interest 222.S00 . 

Interest Expense on PG&E Note 126*200 

Net Income 26.200 

(Red Figure) 
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1982 

$ 417.400 
1,900 

1721 700 
592,000 

20.600 
14,300 
33.300 
36,700 
17.300 
11,400 
15,100 

148.700 

78,;00 
46,500 
1,500 

126,;00 

10,300 
2$,800 

(:?O,OOO) 

16zl00 

291%300 

~OO,700 \ r 

1121 600- . 

181.100 
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PG&E - Willits Water Syste~ 

Pro Forms Cash Flow Statement 
For the Years 1981 & 1982 

Cash Flow 

Net Income $ 96,300 
Depreciation 76,500 
Refund of Advances (6,OOO~ 
Payment on PG&E Note (44,000 
Accrued Timber Revenue 

Net From Operations and Financing 122,$00 

Plant Additions (20,000) 

Net Positive Cash now ~1021eoo 

(Red Figure) 

Total 

$181,700 $278,000 
78,500 155,000 
(6,000 ) ~12,000 ) 

(44,000 ) 88,000) 

210,200 )):3,,000 

(20,000) (1tO,OOO ) 

$1901200 $22~100O 

The Commission makes the following findings and conclusions. 
Findings of Fact 

1. A public hearing is not necessary in this matter. 
2. The proposed transfer of the Willits Water System from 

PG&E to the Horns is not adverse to the public interest. 
3. Since the Horns have been training personnel to take over 

the system for a period of time it would be in the public interest 
to make the ensuing order effective on the date of signature. 
Concl usion of Law 

The application should be granted as hereina~ter provided. 
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a R D E R 
~.-----

IT IS ORDERED that: 
1. On or before P~y 1, 1982, Pacific Cas and Electrie Company 

may sell and transfer the water system (anc other assets) referred to 
in the application to Clifford V. Horn and Katheryn C. Horn. 

2. As a condition of this grant of authority, purchaser shall 
assume the public utility obligations of seller within the area served 
by the W3ter system being transferred and shall assume liability for 
refunds of all existing customer deposits and advances pertaining ~o 
the W3ter system being transferred. Purchaser shall send notice of 
the assumption of liability for refunds to all custo~ers affected. 

3. Within ten days after completion of the transfer purchaser 
shall notify the Commission, in writing, of the date of completion 
and of the assumption or the obligations set forth in paragraph :2 of 
this order. 

~ 4. Purchaser shall either file a state:ent adopting the tariffs 
or seller now on file with this Commission or rerile under its own 
name those tariffs in accordance with the procedures prescribed by 
General Order No. 96-A. No increase in rates shall be made unless 
authorized by this Commission. 

5. On or before the date of actual transfer, seller shall 
deliver to purchaser, and the latter shall receive and preserve all 
records, memoranda, and papers pertaining to the construction and 
operation of the ~ter system authorized to be transferred. 

6. On or before the end of the third month after the date or 
actual transfer purchaser shall cause to be filed ~~th the Commission, 
in such form as it may prescribe, an annual report covering the 
operations of seller for the perioQ commenCing with the first day of 
the current year to and including the effective date of the transfer. 
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7. Upon compliance with all of the terms and condi~1ons of this 
order, seller shall be relieved of its public utility obligations in 
connection with the water syste~ transferred. 

The effective date of this order shall be thirty days after 
the e!fecti ve date hereo~"PR ~ 1 ~ 

Dated , at San Francisco, California. 
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