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Decision No.

BZFORE TEE RATLROAD COMMISSION OF TEE STATE OF cmxroimm

In %he Matter of the Application of the
WILLITS WATER COLPANY

for an order authorizing the izsue of

stocks.
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cation No. 14403

)
)
)
)
In the Matter of the Application of )
CENTRAL MENDOCING COUNTY R0WER COMPANY, )
(e corporation) ané of Edward Morris )
Tor authority to sell the watexr cystems )
and properties of seid Central lMendocino )
County Fower Company .and for Amy Requa Long)
to tuy sald systems and properties. )

Application No. 14404

Orrick, Palmer end Dahlouist,
by Hillyer Brown, fTor Central
Mendocino County Power Company.

Zdward Morris, for Willits Water Compeny.

BY TEE COMMISSION:

PINION

In Application No. 14404 the Rallroad Commission iz asked
to make an order avthorizing Centrel Mendocino County Power Company
%0 sell its public utility water system to Amy Requa long, in ac-.
cordance with the terms and conditioms of an agreement, dated Tuly
11,1927, & copy of waich is riled as Exhibit "B™.

In spplication No. 14403, as emended, the Commt ssfom is

asked to authorize TWillits Water Company to Llssue $165-,000.00‘o:

-

st0ck. ‘

It appears thet Cenvral Mendocine County Power ACOmpany
Tor several years has beon cngaged Ln the business of furnishing
and selllng electricity for light and power and of distributing

water iz and ebout Willits, Mendocine County. It seems that
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those in control of the affeirs of tho corporation desire to dis-
poze of the water business and properties and to that end have _ma.de ‘
arrengements to soll them to Amy Roqua Long and Edwerd Morris by
the agreement dated July 1L, 1927. Subsequently Edwexrd Norrics
assigned all of his right, title and interest in and to the agﬁ.-ee- ,
ment to Amy Reque Long.

It appedi's that Anmy Reqiza Long intendz to assign her
interest in the agreement with Central Mendocino County Power Com-
pany to a corporatlion which will acquire and operate the water
system. To this end there was incorporated on or a;bcut_Decem-
ber 20, 1927 the Willits Water Company, one of the applic&nt:;j
herein which asks permissiom to Lsswe at par $165,000.00 of its
stock %o finance the purchase of the water préper‘cies; delivery
of the stock to be made as peyments are made under the agremment.

The agreed purchase price to be pald for the water propexr-
ties is $185,000.00 payable as follows;= $16,500. on or before
Yay 12, 1928 and $16,500. on or before oach successive year there-
after Tor nine ye&rs with intexrest at the rate of é.4 percent per
anzur, The purchasers at thelr option in lieu of meking such
payments,or any thereof, or amy pert thereof, in cash, may deliver
%0 the company (Central Mendocino County Power Company) either (a)
Tirst mortgage bonds of the vendor with all wmmatured éc:upons- |
thereon; ox (b) second moxrtgage notex of thoe ind.or; or (¢) mey
sey any othex Indebtedness of the vendor and deposit receipf:s
or discharges therefor with the vendor; all of ‘which bonds, zotes
or receipts shall be received by the vendor upon account of such
purchase price of the par value of such bonds or notes and accrued
interest thereon, or at the face of suck indebtedness as‘ the caszo
may be, in lieu 6: cash and shall be credited to skoh extent iIn ,
the reduction of the purchase price herolrabove mentioned.
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The agreement provides that the purchasers shall be given
the Ixmediate possession of the water works and water system and
may remain in possession thersol and operate the same sO long as
they are not in default under the agreement. Upon the payment
of the full purchase price and upon due and Lfaithful perrorhance o
the covenants and agreemonts by the purchﬁseré, the Central. Mendo-
cino County Power Compeny will execute and deliver to the pur-
chasers or their nominee or their nominees a good and sufficient
deed conveying title to said water works and water system free
and clear of all mortgdge liens now existing on the properﬁies
or any that may hereafter be placed on the properties dy the
vendor, but subject to any liens and encumbranc&s suffered
or created by the purchasers while in possession of the water pro-
portics. It will thus be observed that the purchasers cannotl
obtafx cleer title to the properties until they have paid the
$165,000.00 or its equivalent, nor until the Central Mendocino
County Power Company hes paid its.outstanding Tirst mortgage bonds
amounting to $141,00C. and I1ts outstanding second mortsagé rotes
snounting to 530,000.00. In view of this situation we do ot
feel that We are werrsnted iﬁ.auzhciizing.the Tillites Water Compeny
at this time to issue its stock as payments are made under the
agreement. We believe thet an application for permission %o
issue stock against the properties should be filed with the Com-
nmission after the Willits Water Compeny has actually acquired title
to the properties. The order herein will permit the Willits
water Company to issue three sheres of stock to quali:y itz 44~
rectors and to execute the agreement Tiled as Exhibit "B™ in Ap—
plication No. 14404 o

As shown Inx Exhidit "1™ in Applicetion No. 14403 the cost
of the water'proper1163~whicﬁ %he Willits Water (."szz.pemyr';;:.'o;pc‘».e;es'l

%o purchase was $23é,779.69. The accrued depreciation on these

properties is reéorted at 310,139.7%. Central Mendocino County

Dyom




Power Company has agreed to sell the properties, &s stated above,

%o Amy Reque Long or her nominee or ncminees Ior $165,000.00.

The testimony' {ndicates that the Willits Water coxizpany proposes

$o0 ¢redit the dirrerence betwees the historical cost of the proper=
ties, less depreciation reserve, and the purcha..ae price, to its sur-
plus account. We believe that, in cases such as this, it is
petter accounting prectice if such difference as may exist between
the historical cost of the properties axd the purchase price de
credited to a sub-zccount under account mmber twenty-nlne, reserve

ror &ccrued depre,ciatién.

GQRDER

Applications having been made £ o the Railroad Commission
for permission O transfor properties and 1o issue stock, & public
pearing heving been held belfore Examiner Fenkheuser, and the Red 1=
road Commission being of the opinion %hat the applications should
be granted only &s nerein provided, snld thet the mMOney, property or
1ebor to be procured Or paid for through the issue of $300.00 of
stock 1is reascpably Tequired for The purpose specified herein, wWaich
purpose is not {n whole or in part reasonably chergeable o opoerat-
ing expense Or O incone, |

IT IS EEREBY ORDERED that Centrel Mendocino County ?ower
Company end Ay Requa Long and/ or WLllits Water Company be, and
they &are h.ereby, euthorized to execute an agreexert substentially
4n the same form &s the egreenent £4led In Applica’cion No. 14404 as
Exhibit "BYe
© * Ip TS HERESY FURTEER ORDERED thet Willits Uater Compexy

be, and 1T here’by is, éuthorited ‘co'issﬁe and sell, at par, foT cashs
three sheres of 1ts cepital stock of theo aggregate par velue of
£300.00 and t0 use the proceeds 10 pay organization and incorpora=

1';10::. exXpensSese




TT IS EEREBY FURTEER ORDERED that Applicetion No. 14403
insofer as 1t involves the issue of $164,700.00 of stock and Appli~
cation No. 14404 insofar as it involves the transfer of properties,

e, and they are heredy, denied without prejudice.

The authority herein granted is subject to the Lfollowing

conditions;—

1. The authority herein.granted-to-execuzod&n egroement is
for the purpose of this proceeding only, and is granted only insofar
as this Commission hat jurisdiction under the terms of the Public
Ttilities Act end is not intended as an approval of sald agroement
as to such other legal requirements t0 walch said agreement may be
sudject. . . |

2. Willits Wdter Company shall advise the Commission of the
exact date upon which it acquires possession of the water proporties
and coxmences operating them. | '

3. TWillits Water Company shall keep such record of the issue
o the ctock hereinm authorized as will emeble it %o file, within
thirty deys thereaftexr, a verified report, as required by the Railroed
Commission's General Order No. 24, whlch oxder, insorar as applicadble,
is made a éart o this order.

4. The authority herein granted to execute an agreement Will
not become effective uwntil Amy Requa Long and/or Willits Water Com-
pany has paid the fee prescrided by Section ST of the Pudlic Utilitles
ACT, Thick fee is 3185,00. '

S. Tkhe authérity berein granted to issue stock shall become

elfective tpon the writtem acceptence of such autkorlity by Willits




Water Company.

DATED et San Framcisco, Californie, this 920( day of

, 1928.
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