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Decision Noe LL% /7

BEFCRT TEE RALIROAD COMMISSION CF THE STATE OF CALIFORNIL

In the Wattor of *he Lpplication of:)
ELPPY TALIEY WATER COMRANY, J .
& corporation, for sn order awthori-}  Application Xo. 11646
- zing the Lasue of stocks amd stoek )
certificates. | )

| BY TEE COMMISSION:

" Q2INTITOXN

‘ Ir. tkis application, 23 amonded at the pudlic hearing
held before Txaminer Fankhsuser, the Xailroad Commission is esked
to ‘mkc an order declaring that public convenience and n%éesaity
require ‘c\b.e-’ oﬁemtim by Happy Valley Watex Company of the water
aroperties Zommerly owned and operated by Hsppy Vallej imgation
District, and autb.o-rizine; the iscue by Hepyry Vauey_ Wa.tér Company
of 51,120,000, of itz cepital stock to finance the coct of such |
‘properties. |

' Thix gpvlication was f£iled fn commection with a prograx
now being followed to reorganize the affairs of Happy Valley
Irefgation District.  The district, since 1917, has been
émgaged In ope:éa.tmg z water systom for tae di#'tribu;tion of water,




prizexrily for Lrrigetion purposes, 4o rezidents within the
district, weich is lmown as Ecppy Valley, Shasts County, and to
& few users outside the dfstrict irn the vieinity of Igo and Onmo,

also in Shaste C‘ém‘cy. There is contained in ‘aher‘application

& description of the yropertics and em estimate of thelr valme,
tb:e estimate being as Lollows: e

Commissionte
Ttem EZng. Dept. £841tions Total
- Veluwe, 1915
Main valuwe $118,33L.00 § 30,348.86 £ 148,679.86
Reservoir sites | - 7,059.15 7,059.15

Right of way 1,488.00 612.55 2,100.55

WosseIbeck reservoir ~ 309,475.72 339,475,712
Hoover Pummel - 259,061,085  239,061.05
Diversion dam - 9,065 9,106.52
' Roa& i' .V - 13,625.87 13;523.87
District reservoir 11,012.00 = 11,012.00

Ditches and structures  10,519.00 £,641.0% 29,160.03

Total $141,269.00  $697,926.72 $789,275.72
Weter rights | o 250,000.00

Totel _ | | - 51,039,275.72

The item of §$141,349. is an estimste of the reproductior:
cost less ctepreqiation end wes mede by the Commissier’s
Ingineering Departmont in 1915. The $697,926.72 reprosents the
cost, ﬁindepreciatod, of sdditions and extonsions mede since the
date of the Commission™s eppraisal. The 1tem of $250,000. for
vater rights,; ‘gecerding to testimony herein, iz an arbvitrary
Ligure sdopted by spplicent &2 reprozenting the wvalueo of such
rights. | ,

IT appears that the mtex system, prior to its scquicie

tion by ‘ché district, w28 owned and operated by Esppy Talley lend
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| axd Water Company, & public wtility corporation which was

organized during 1907. The district purchased the properties

parsuent to authority granted by tke Commission by Decision No. |
L, d,a'bed Octo'ber 20, 1917, and theresfter made numerownt ox-
tension and edcli’cionz, issuing, to finsnce the coat of suck ac-
qﬁaition and conatruction, £740,000. of bondz. J These bondz
coneist of $él$,000. of Z£irst issue 2ix percent bords dated
July 1, 1918 and maturing eerially on the first day oZ July of
| emch of the years 1939 to 1958, inclwsive, and £125,000. of
s&cond itsue six percent donds dated July 1, 1921 axd maturing
Serielly on the Lirst dey of Tuly of each of the years 1927 to
m&z,‘mclnsme. |

It m'repor‘ted. toet the Happy Valley Irrigation District
comprises some 18,000 acres of land, of which approximately
2,000 seres are now nnder cultivation. The. lands are divided
Vo £irst grade lands, comprising all level irzigabile lands,
second grade landa, comprising all side aill,irrigadle lande, ant
third. graa.e le.ncl S, comprising all other lande, the first end second
gmde lands e.ggrega'cing adbout 13,100 acres It zppears that
the district heac experienced come 4lfficulty in co.ueet.;.ng the
aseessments 1t hes levied on the owners of the land ana. that gz 8
result it baz been mmable to pay the Intorest om outstanding bonds
end meet some other finemciasl obligations. The Aapplica.tion
indicates that st the beginmning of 1924 there wore fin excess of
13,000 acres of lend, 'cz;e. asseszments on which ﬁad not 'been‘pe.id..
Ihe-‘ bondbolders, in order %0 mrotect themselves and %o

realize on their bonds, 1f possidle, on September 4, 1924




a.ppoin‘ted.‘ & reorganization committee Yo devise 2 dlan to refinance
~tae properties of the irr.:.gauion district. Ox November 14, 1924
the com:!.“tee adoptod g plan of reorganiza‘c.ion which sabsequently,
on Febmary 28, 1925, was spproved by the districet and on June 27,
1925 by the Superior Court iIn and for thae County of Shaste.
e Commission 48 aeked to smthorize the fasue of stock 40 cCaTTY
the pla:; i:b,to offect.

| Tae properties of the aistrict included, in addition to
the watex -éystem, the 13,000 scres, approximately, which had heex
scquired througnh :‘.’oreclosﬁ.re proceedings on accownt of nompayment
of assesmuents. Tts indebtedness, as shown iIn the decreer and
oraer of the couxt dated June 27, 1925, conesisted of the

following--
Bond.

First issue, 6°S $615,000.00

Second ismue, 6’3 1254000:.00 4740,000.00

InterestCoupons on bonds:z—
Face gmount - 90,325.50
Interest tuoreom ot 7%  11,839.69 102,165.19
Tarzents:- | |
Foce amount N . 22,576.67
Interest thereon &t 7% 2,381..40 24 sse.o'z'v

Totel | se57 » 125,26

‘ The reorganization .plan, ss adopted avé approved, con-
templates the dissolmtion of the district, the creation of two mew
 coxporations, ope & land company and the other & public wtility

water compeny, and the crestion of & lien, iz favor of the water




company, of $60. an gere on each of the 13,100 acres of Lirst and

second gmder' lands, such liexm TO be peid in anmmel installments of

$2.00 an sere with no interest.

Leccordingly, on ox zbout May 5, 1925 there were orgenized
the Olinds Irrigated Lands Company and the Eappy Valley Watexr
Company. | - |

Happy Velley Water Company has an suthorized cepital
_ stocl:lo.‘.” -?}1,120',000., divided into $795,000. of Class ™47 sto-gk
and 3325,000. of Class "B stocke The company has -é.cqnire&
the water 'oronortiev of the irrigation district, "abject to the
outstanding $740,000. of bonds, and now proposes, If permitted
by the Commission, to _liquid.é.‘t:e the bonded debt through the
- issue of $740,000. of its Class A" atoek.in exchange for such
bonde oz the ‘oa.ﬁ;iaj of par for per. |

| zxppumt sske permission to issue $55,000. of its
C‘.Lase TA" 'vtock 't:o Je o Brown and Jokn J. MeCrory for services
rendered. in orga.ni.zing sud promoting applicant'corporation and
‘0linda I:riga?od Zands Company and for servicec %0 be horeafier
rendered.  Stock In the amownt of $25,000. iz %o be iscued to
| thém‘ :for'thwi'th- anc"t $30,000. In axmmal amozmté of 5;55,000. ocach
to compensate 'chem:fo‘: services to be renderod "::o'the two
corporations. It occurs to us thet the cervicea hereefter
rendered by J. E. Brown end John 7. YeCrory +o the' two corpars~
vions, uhou:ld. be*comven..a"e&,. iz '!;hey desire compensation, through
ckarges to opera.ting expenees a.nd/tn.rough The issume of atock.
Te will mot pe;l:m-i‘c the issue of the $30,000. of stock. The:
expenzes 0f the land compeny shdnla not be charged to The waler

coxi:ﬁe.ny. 'L’he order hereln will pomﬁ: the iLizsue of .,,'1'55,000.
of C‘lase:,‘-" " atock.
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The compeny alsc asks pemisai.oﬁ to iszue all of the
$325,000. of Class ';B" stock. Az ztated sbove & liox of
$60.00 en ac'r'e,’ 1 fevor of the water company, 2as been created
oxn the 15-,‘100- acres, aﬁproximately, of the Zirat and second
grade lemd, the total lien thms aggTegating ebout $786,000.

Ae payments' are nede on this accownt to tﬁe watexr company they
will be used to retire the $765,000. of Clase "A" stook, or suok
nortion ag might be issuéﬂ:, at 9% percent of p:;.r.value, & mefmm
som of $m,«£50:~. belng needed for this purpose. There will e
iszmed to the Cl&‘éa‘ mgr stockholders, Class "B"™ stock at the raie
of ‘one shere of Claeé"".ﬁ" stock for every five sheree of Clazs "A™
stock, en issue of $153,000. of Class "B™ stock being needed Zor
tﬁ.is purpoSe-’.‘ Eurther. when the landovmers have completed the
paynent of the liens 'ahere will be icsuwed to ohem $157, zoo. of .
Class "B" atock, an amomt equal to ome-Lifth of the total sum
paid 1n by them. ’Ke- believe that the recunest ‘co issue

" #4,800. Class "B" stock sboulé de dismissed without prefuiioe.

AT the conclusion of the program then the weter company
Will heve outstending against the properties only the &316 200.
of Class "B" stock. On sccomnt of the wide margin between
tae tvotalﬂpé.r velue of the stock omd the estimatod value of the
propertie; we 4o mot believe tzat it is neceéséry iz this p::o-
ceeding %o pess mpon the values cleimed, slthough It 4s to be
maderstood ﬁhat reforomé to Such amounts in thiz decision iz
zot t0 be considered as binding the Commiseion to Tecognize them
iz any future proceeding. |

| The weter compeny will undertske to llquifste only the
outetanding bonis of the irrigation &lstrict.  The other

rd




in&e‘ﬁtcganes's‘,' rep:eaenﬁed. by the Interess co'cipona and the
werrants, Wil be taken care of by the Olinda Trrigated Lends
Company. ' _ The Olinde Irrigated Laxde Compeny hes sn suthorized
cavital stock of .,43:159',000. divided into s like number of s}mres‘
0f the par velue of $1.00 each, 21l commOD. The lend compaxny
Stock Will be iseued emi distributed to the Roldexs of the
Clezas "A" atock of the weter compary oxn the basit of one share of
lond comparny stock Zor five shares of water cOmpPany STOCK.
The compeny has .acq':ii:e& toe delingquent landz, referred to above,
subfect to the $60.00 an acre Liex, and s waferteking to sell
them in order 'So pay all the inmdedtedness of the §.§.s‘tr1ct,
eac.!:e'éting‘, 02 course, the 5740,000. bonded debt. It ie
primarily e ligmidsting company only and upor the zale of the
Texds it hee acqrired, will be 4L2golved. |

The record shows that the holders of all but £16,500.
of the donde 0f the district have acquiesced in the plan of
reorgenization proposed ard it is Seid thet no obfections have
boén nede 10 the commitiee by the holdors of the $16,500. ofy
boné.e'.‘ In some cases the com#zitt&e 2ug beex m’olé to locate
the holders of bonds, while in other instances bonds are held by
estates iz process of distridution. In the even‘f: there sre
any non-asgenting bondholders provizion ic made to pay their
bonds as thoy come.dme with momey obtained through the colle;:tion-
of the liens ox the landiz. - decording to the testimony herein,
bondholders who have not yet &eposif:ed thelir bouds may &0 S0 eny
time .priér‘ to the completion of the reorganization programe. ..
The company has spplied for permission to issue stock in emounts

suiﬁciéﬁt to provide for the exchange of all the bonds.




Beppy Valley Tater Company b&vﬁ"_ng applied to the
2eilroad Commis sion for o ce:;tiﬁcw;e of public convenience and
necessity a.gd for an oxder a@thorizi.ng the isswe of stoek, &
public hearing having been hel& end the Railrosd Comxtission
bémg of the opinion that the application shovld be granted as
beroin provided, and tha‘t the money, pﬁope:ty or labor “bo bo
procured or paia. for by the issue of stock herein suthorized iz
rga%:aably recuired by applicant,

The Reilroad Commission of the State of Californis
nereby Leclares “‘tha.t tresent snd fature public convonience and
‘nacesaity require and Will regwire the operation by Hswpy Telley
Wafer company of ‘db.e mteﬁ system heretofore opexated by Hopvy
Talley In::f.ga.'t.‘.on Digtrict for the G.io‘triba.t:!‘.on of water fLor

irrigetion anﬂ; clomestic purposes ir Happy V&lley and In and about
Igo and Ono, Sheste County, snd

IT IS HEREBY ORDERED thet & certificate of moblic con-

venience and necessity be, and 1t heredy is, granted %0 Eappy
Velley '«Za.ter., Compary.

IT IS EERESY FURTHER OXDERED thet Hewpy Velley Water
Compeny be, and it heredy is, authorized to issue 3765,600. of
1ta Cless A" stock and $510,200. of its Class "B" ¢ S0ck £or the
msoa ina.ieaued in the foregoing ovinion and in aceordance

with the .plan o:f “eorgan-zation outlined iz this spplication.

S




IT IS EEREBY FURTEER CRDZERED that this application in
so far as it Lnvolves the issue of £330, 000. of Clags L™ sztock
and "‘14: »800. of Clese "B" stock 13 hereby dismissed vithout
pc:'edud.ice.

IT IS EEREPY FURTETR ORDERED thet Sspuy Telley Water
Company. keep zuch rocozd of the issue and é;eziv-ez-y of the
: sfooic horoin anthori*ed ae will enable 1t té ile, on. or 'be:t'oro
the 25th 4oy of each monub. & verified remoz:" a8 required 'by
the Railroad C-’omisaion’s General Ordcr Noe 24, which oxder, in

so far ag e.nn..icable, fe mede & pars of this order.
I"' IS EERERY FURTEER ORDERED that the anthori*y nerein

granted become effoctive wpon the date hereo:f.

DATED et San I‘mci ¢0, Californie, this 4% doy of
..erntember, 1925._

Comissidhersxiw-v g




