LR

Decicion No. ! ?f:%&?

In the Matter of the Application of )

CIZAR LAKZ WATER CCLRANY, )
e corporation, for authority to create )
a borded indebtedress of $500,000., )
to securo tne same by mortgage or deed )
0f trust, to issue and sell its capi- )
tal stock of thre par valuwe of ¥1,000,000)
snd to issue and sell iis first mortgage)
20ld bonds of %the par valme of 3500,000.)
to acoulre ceralin properties. )

Anvlication wo. 135763

Hormen Weinborger, Zor epprlicant; .
Tedte, Millew, Xeedhex and rarber, by Irving Needham,
Zor the trustce, Coliformia Trust ard Savings Bank.

3Y TET COLIIISSION:

C2INTION

In this proceeding the Railroad Commission is asked to

mele an order authorizing the Clear Lske Tater Company to a¢quire
+he proyerties of the Yolo Tater and Power Compaﬁy. set forfh in
the offor By Robert 6ill, filed as Sxhibit "CT, and the properties
0f the Yolo County Consolidated Water Company; and authorizing c1ear.
Loke Water Company o oxecgte a mortgage or deed of trust to secure
an authorizedwbond issue of 5500,000. and to iscue tapplicaﬁion’
smended et hearing} $350,000. of said bonds and ¥1,000,000. of com=
mon stock o acquife the properties referred to in This app¢1cation.
Both Robert GLill aﬁd Yolo County Consolidated Water company;have
Joined in this zpplication. .
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Tads application involves the transfexr of the proéertiea
formerly owﬁed by Yolo Water and Power Company and the properties
now owned by Yolo Cownty Consolidated Water Company to the Clear
Leke Water Companys The Yolo Watexr and Power Commeny was orgenized
on or about December 11, 191l. Its report for the year ehding Do=
cember 31, 1926 shows 310,000,000. of stock and 59,900,000, o bonds
outstanding. While $9,900,000. of bonds are reported aﬁ ocutstand-
1ng, only $2,392,000. of the bomds have boam sctudlly Lseueds  ¥or-
suant to the auwthority granted by Decision Ne. 1839, datadi:uly 1,
1914 in Spplication Ne. 1133, Yolo Cownty Consolidated Watér Conpany
leased 1vs properties to the Yole Water and Power Company. . “he
tostirony shows thkat the Yolo Tater and Power Company CWRS all oL the

outstanding stock of XOlq;bonuolidated Weter Conpany, excepy shares
necessary to guclify directors, end that the properiies of the two
companieé have been oporated as a wnit.

Yolo ater and Power Company defaulted in the paypent of
bond interest, witk the result that the bondholders instituted fore~
closure proceedings. Cm lferck 25, 1927 M. S. Sayre, Judge of the

Superior Court of the State 02 California, in sand for the cbunty of

Lake, entered a decree of forsclosure. The Lforeclosure prbceéaing
wes instituted by éhe california Trust end Sevings 3Zank, trﬁstee
under the mortgage executed by the Yolo Water snd rower COm#any. in
s decree The court Jinds that the Yolo Tater and Power company was
indedted to the plaintiff as trustee in the sum o2 WU.SQZ,OéO. rep-
resenting the principal of the bonds ¢f the Yolo ater and ﬂOWer Com~
veny, end 740,025.00 of interest thereom, together with the sum of
#11,000. for attorney's fees and trustee’s componsation of éalifbrnia
Trust gnd Sevings Benk, and the Swm of $438.60 of costs end disburse~
ments by said trusitee lawlully incurred in the Zoreclosure Qctidn
snd in tke execution of the trust by said California “rust and Sav-
ings sank. The court In Its decree further finds thet there 1s due
from Yolo vater snd Power Compeny to plaintiff, the sum o ¥Ll7,500.
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as trustee’s compensation for the intervenor, the vskland Fank, for
its ettorneys, and for 1ts oxpenditures up to and includingf the date
of tre docree. “he court further Uinds that the foregoing;sums,
aggrozating 3,160,963.60, is o valid and subsisting liem upon all
the proporties, resl and versonal, of Yolo Water and rower bompany.
Tke court ordered the proverties of the company vo be sold, and ap-
pointed xoy W. Bisir es commissioner to meke tie sele. Lt furthor
ordered that the sale of The wroperties be made without any right
ol redemption.  the report ol xoy . Blair, filed with the court,
sktows that the preverties were sold on nay 14, 1927 to dobekt GI1l.
It is of record that he revrosented the zolders of bonds of?!olo 
Tater gnd rower Company, who deposited the same for the purﬁose of
acowiring the properties. LU appears that the amount of bvonds de-
vocited and applied to the purchase price of the vroperties was
52,221,000. i@aving wnéevosited ¥171,000. ‘the sale of the proverties
was confirmed by vudge Sayre on ney 19, 1927. “he properties sold
are described In detall in Hxhidit wo. 4.

The territory sServed by the distribution system offthe water
systenm referred %o in this proceeding, ic located in the immediate
vicinity of VWeodland. mhe weter systenm obtalns its watgrfrom.clear
lgke, waich iz sbout 60 miles morthwoest of the Cepay divertiﬁg dam
referred Vo below. “he transmission and distridution systmh consists
02 abdout 280 miles of canals, of which 190 miles were owned ﬁy the
two companies, The system hes two diverting dams; one'at-bapay."
located on Cache Creek, about 20 miles west of Woodlend: and one lo~
cated neer Toodland, known as +the Moore‘s Dam.  The Capay dam, ac-
cording to the record, is of the concrete gravity type, some. 500 feet
long, and wes instelled in 1912 and 1913. he water which is re-
lcazed from Clear Lake, 1s diverted by the Cepay Dam inte twé‘of the
rain canals of the system. The diversion to the south of cﬁche cfeek

- L8 carried by the "Winters Cenal axnd serves the area located éouth of
the creek =nd west of Woodland, the towns ombraced being sspdrto,uapay,

ladisom, Winters and Devis. The Adam system irrigates all lands
' 3-- :




north of Cache Creek as Zsr east ss the town of Yolo and slze sup-
plies the moore system end serves the territq:y'in and arourd Woodlend.
The water from the sdeme system is releasea'froﬁjuache Creek af a
point about seven miles west of Woodland and is diverted Into the
oore system by the moore divorting dam, & wooden structure installed
in 1902. 02 the 75,000 acres of land whick may be irrigét&d from
the system, There are at this time fromw 25.000:;0 30,000 acres nnder
irrigation. |
i Bxkinit n0. 2, prevered by r. Daugherty, the velualion of
the propertlies as of Lpril 30, 1927 was submitted as follows;=-
#istorical cost « .+ 4 4 4 . . . .-. . o 1,482,714,
zistorical cost depreclieoted . . . . . . 1,158,849.
Reproduction velue « v« =« & o & o o . . 2,222,49%91.
_ Reproduction value devreciated . . . 1,734,02@.
The valﬁations submitted by x. Daughorty are dased updn a

valuation of the properties provered by Talter H. Davis, a civil

end hydreulic engineer, who was formexrly chiof onglneexr for the Yole

Weter and rower Company. “he detalled veluaticn vropared byiwéltof ‘
E. Davis was introduced in this proceeding as Kxhivit no. 1, and is
as of‘October.l, 1925. in prevaring sxhibit no. 2, M. uanghﬁrty
deducted from the valggtion prevered by Walter H. Davis thevp#oyarty
retired subseguent to uctober I, 1925 and sdded to such appraisal
the actual cost of additions and botterments.

xxhiblit ~o. 2 also contalins a statoment 0X the gross revenue,
the cpersting expenses and gross corporate inceme for the five years
exding Lecexber 31, 1926 and an estimate for the year 19237.

Yae grogss revenmes for the pericd mentioned are as follows:=—

YEAR wotal uross vperating expenses  uross corporsate
(inclusive of de-~ income
preciation)

1922 wLhid, L5007 544,021 401 B0, L0206

1925 75,850.64& 44,294.08 32,556.56

1924 15,857.21 30,745.61 14,888,401}

1925 88,784.97 58,353.64 50,431,335

1926 103,122.73 42,145.69 60,979.04

( Lstimated : P

(1927 1E5,000.00 42,100.00 72,900.00

(1) Loss |




©he opersting expenses, ac reported in kExhibdit no. £ have been
adjusted and reoeflect what ¥. vaugherty regards as o reasonable oper-

ating expense. The gross corporate income represents the amount

available to pay interest, mmortize bond discount and expenﬁe,pay

dividends and for surplus. |

It will de noted that the company-s esrnings for the period
mentioned heve fluctuated materislly. Fhis fluetuwation is5primarily
dwe to an insufficient water supply snd not a lack of demand.'

applicent Clear Loke Tater Compeny has submitted o copy of its
vroposed morigage or deed of trﬁst. in 1t the company coverenis that

t will not declare or pay any dividend upon Its capital st?dk unless

ot the time of the declaration =nd/or paymont of any such dividend
there shall be deposited with the itrustee o sur of nomey (ixz addi-
tion t¢ any moneys received by the trustee pursuvant to any other
vrovisions ¢0f the indenture) suifichent to provide for the p@yment
oL tho interest To accrue upon the bonds iccued and outstanding,for
a pericd of throe years after the declarstion and/or wpayment of any
such dividend. 1he company further covenants that it will‘ﬁot de=-
clare and/or pay any dividends upon itc cspitel stock except omt of
esrnings derived Lrom the oporation of its properties remain@ng after
trhe deduction of operating expenseé{including,maintenance aﬁ@ ro-
valrs, taxes, rentals and Iinsurance) depreciation and amortization
of dedbt discount and expense, all interest charges, and the deposit
of cash horeinbefore mertioned. "he mortgage fuéther proviﬁes that
any moneys dewvosited with the truste& pursuant to the provisions just
stated may, s¢ long ac the company ic not in acfaulﬁ; be used for tho
peynent of interest thereafter becoming due upor The bonds iésued‘and
outstending, dut only upen the order o the compeny directing the
trustee to use all or 2 part oX sald moneys for the payment @f such
interest. any interest sllowed By the Trustee on money aepésitea

Yy the compeny pursuant to the aforementioned provisiomns shall, so

Sem




long a3 the compeny is mot in default, be paid to the treasmrsr of
the company or kis order. we believe 4hsat all earnings of t@e com=
pory, over and sbove interest snd other Lixed charges should, until
sueh time as the s9id interest fund is accumulated, be rpaid into said
fund unless the Commission permite the company to use sald earnings
for additions and betterments.

wne company's proposed mortgage or deed of trust'secures
tie payment of an authorized bond izsne of $500,000. bearing interest
at the rate of six yercent por anvum and msturing on July 15, 1952.
in this procoeding, ss stated, the company acks pormission tq issue
¥350,000. of its bonds to pay in part for the properties which it
intonds to acewire. he vroposed mortgage or deed of trust pro-
vides Thsat the remeinder of the bonds may Zrom time to time beicer—
tifled and iszswed in amounts not exceedlng sixtyi vercent of‘th& actualf
and resconable expendiltures made by the compeny on or after Auéusz 1,
1927 for extensicns and additions to 1ts plants, properties,,sj@tem
and equipzent ss the same existed on sugust i, 19274 provided t@at
roxe 0% such bonds skall be certified unless and wntil the net.éarn-
ings oZX the coxpany fox a period of tTwelwe consecutive calendarﬂmonxhs
encing not more than sixty days vrior tc the date of filing witﬁ the
trustee anvapplicationygor the certification ol bonds shall hav& boen
equal to at least two times the total snmmal interest cherge ofithe;
conpanys ' ‘&

vhe proposed mortgage obligates the company o depiéigiﬁé;h
the trustee on vuly 15, 1929 and on the fiftcenth day Off?&Ch yeer
Thereafter For the purpose o2 a sinking fund, an amomnt eéualvtou
oze and ome helf percent of the totel smownt ¢£ bonds it has 1ssued
and outstanding, but in no event less thanm $5,000. «his paymen#
mey ve made eithor in cash or £z bonds of the compsny, snd if in-
ponds, they  shall be accepted by the trustee st their Zace vainé.
who company roeserves the right to redeem on vuly 15,1922 or on a@y

interest payment dete prior to maturiity, Its vonds et 10L and acorued

interesf.
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We kave considered tre evidence submitted In this proceeding
and are of the opinfon that the Cloax ILoke Water Company should be
permitted to lssue nct exceeding $750,000. of its common odpital

stock, =nd mot exceeding 3350,000. of its six percent 25-year bonds

to scquire the properties which Robert GII1 haé egreed to transfexr

to it,

ORDER

Robert GI11 and Yolo County Consolidated Water COmpahy. having
acked permissior to sell, transfer andé convey their propert&eai ra-
forred to in tkis proceeding, to Clear Iake Water Compsny, and said
company having asked permission to acquire said properties ﬁnd
issue $1,000,000. 0f common stock and $300,000. of bomds, to execute
a mortgege and/or deed of trust, s public hosring raving been held
vefore Ixaminer Fankhauser and the Rmilroad Commission being of the
opinion that said company chould be permitted to issue not d#ceeding
2750,000. of common stock end $350,000. of bonds and that tﬁ@ money,
vroperty or lebor %o bhe procured or psld for dy such issue 1@ roas-
onebly wreguired by spplicant, Clear Lske Water Company, and that th
expendifures rerein authorized are not ir wacle or in paxrt rosconably
chargoeadle to operating oxpemses or to income, ard *kat this appli-
cetion should be grsnted as heroin provided, therefore,

I IS HEREBY QRDZRED A4S FOLLOWS == |
1. Cloar Lake Water Coxpany may execute a mortgege or deed of

trust substantially in the same form as the ﬁortgage
or deed of trust filed in this proceeding on sy 1.
1927, provided that the suthority herein granted

to execute o mortgsge or deed of trust is Zor tﬁe pur-
pose of this proceeding only end is granted insofar as
this Commissfion has Jurisdiction under the tem@ of
tze Public Utilfities lAct, ond iz not Intended ss ex
eoproval of said mortgege or deed of trust as't$tsuoh
other legsl rcquirements io whlch said mortgagefor |

Ve




deed of trwst may be subject, and provided :Eu?;r#hcr
that there he incorporsted In said mortgage _dr deed

of trust a description of the properties on wﬁich it
will be & liene

Leke Water Company ray issue not exceeding $750,000.
of common copitsl stock ané not exceeding $350,0004

of six percent first mortgage bonds dus July 15,1952,
and deliver said stock snd bonds to Robert GI1L fnm full
payment for the propertlies, and fpr_ the purpdses ro-—
ferred %o in his offer £1iled as Axhidit C.  In liew
of delivering seid bonds to Robert GIll, Clesr Lake
Water Company may sell said bonds on or ‘beforb Oo=
tober 1, 1927 et not less than 93-—1/2 percent of their
face value and accrued interest, a.nd deliver s&‘[d
proceeds, together with the $750,000. of cpmmpn stock
V0 Robexrt GIIL for the aforesaia pnrpoaea. |

The Clear Iake Water Company shall fﬂe w:i.thin thirt;y(ao}
days after its executicn-, two certified copie‘:a 0f the
morigage or deed of trust which iﬁ is hereby :nm‘thdrmée& |
to execute. | ' |

T2ls application Insofar as it involves ‘tk;e issue ot‘ $5250,000
of stock be, and the Same is heredy, dismisseld without
nrejudices | ‘

Clear Lake Water Company shall deposit with the trustoe under
Its mortgage or deed of trust for the purposens stated :
in Sectlion seven, Lrticle IX(interest fumd) or for a
sinking fund, Article ITI of sald mortgage or deed of
trust, ell ecrninge aveilable for dividends, sald
devosttes to be made until such time as the fmid provided
in Soction seven, Article II i1s establisked, mlesa the
Commiseion permits celd company to use 1l or part oz
seid eernings for sdditions and bettorments. 'If

| the company finds it necessary to withiraw amr 0L the
8~ |




moneys depocited with the trustee pursuant to Sestion seven
of Article II, dividend payments shsll cease untll the
noney o withdrama is returned.

S« The authority herein gromted will become effective when Clear Lake
Tater Company hes paid the fee prescribed by Section 57
of the Public Utilities Aet, which fee f3 $350. ﬁxt shall
keep such record of the Issue, sale and delivery:of the
stock and bonrds neroin guthorized and of the disposition
of the proceeds es will eneble 1t to file on or before
the 25th dsy of esch month a verified report, as required
by the Railrosd Commission's General Order Noe 24% which

order insofar es gpnlicable, is made s part 02 this order.

DATED at Sen Franeisco, Californis, this &U~ dey of
July, 1927

Commivsioners.:
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