
• • 
-{ J'""'., ,roo ..f II 

Decis1.o11 No. _A_;_5 _;~J_~ .... , "'_"' __ • 

BEFOP.E TKE P.A.II.ROAD COl.OO:SSION OF TEE STATE OF CALIFO~"'IA 

In the MAtter ot the APplication ot ) 
. SONO~ 7lATER & IR?J:GATION CO:M?ANY, ) 
to retire its preterred, stock and to ) 
1ssuo 4400 sllarO's or six percent. ) APpUcation NO. 1446:L 
c'tUllUla tive preferred stock., ) 

:'. J. K1lmartin, tor appl1cant. 

BY THE C OMMI SSION: 

OPINION 

In the above ent1tle~ proceeding the Railroad Commission 

is asked to make its order authorizing Sonoma Water & Irr1gation 

company to issue $110,000.00 ot siX percen't cumulative preterred 

stock and $40,O~~.OO ot common stock, divided into shares or the 
~ ~ par value or ~25.00 eac~, in exchange tor, or to refund, ~lOO,OOG. 
. . 

ot eight percent. preterred stock and $40,O~O.OO ot common stock, 

divided into shares or the par value ot $lOo..OO each, which now 

is' outstanding. 

Sonoma 'Water &. Irr1gation Company- is engaged in the busi

ness ot supplying water tor do:estie and other uses in ~d ab~t 

the towns ot Sonoma, Sonoma Vi::;ta, Boyes Springs and .Agua Caliente, 

Sonoma County. It appears. that the corporation was organized on 

or ab~t September 10, 1921, with an autAor1zed capital stock ot 
$500,000.00, divided. into $300',000.00 ot eight percent cumulative 
. . 
preterred stock~ redeemable at lOS, and $200,OO~.OO ot common stock. 

~l-



• • 
:s:eret.otore there has been issued tor pro·pert1es, both operative and 

non-operat1ve~ $lOO~OOO.OO of the preferred sto~ and $40,070.00 0: 
, , 

the CO:D:O.Oll. The par value. of thE) sho.re s or' stock out standing is 

$100. The eomp~ has no bonds or notes outstanding or other indebt-

edness, aside trom current accounts. 

The OOnlpeJl7 now reports that it is taking steps to, amend its , . 

Articles ot Incorporation $0 as to provide tor six percent cucula

ti ve preterred stock, instead or eight percent preterred, 'and tor 

shares ot the par value or $25. instead or $100·. It. proposes to 
. ., 

retire the present outstanding eight percent ~reterred stock and to 

issue at this time $110,,000.00. or the. six percent stock, sueh stock to 

be exchanged tor too present j?reterred. stock or sold tor cash and the 

proceeds used to retUe the present stock. The common stock Will be 

exchanged. on the bas1.s ot tour sbares of the new stock o'! the par 

value ~t $25. tor e:l.cll shc.re now outstanding or the par value or $100., 

the total par value, $40~070.0C, remaining unchanged. 

The proposal. ot app-l1cant will resu.1t in an increaSEr in the 

00.:91 tal1zat1on or $10,.000.00 caused b:r the calling or the present 

ei~t percent preferred stock at· the premium ot t1ve percent and the 

commiss1ons and selling expenses in conneetion with the sale or ~he 

new stock, the testimony herein show1ng that the new stock w1ll be 

sold at an estimated expense: and commission ot about one and one. eighth 

'dollars a share. On the other hand., it the six percent stock is 1s

$ued and the eight percent. stock redee~ed, there will be a dec~ease 

in the annual. CUJmllativ& dividend charges ot $1~400.00. It is this 
. , 

apparent sav1ng that is urged in support o't the appl1cat1on. In this 

conneotion reference to the company· s. !1:lS.nc1al statement-s, on tile 
~ 

with the Co:om1ss1on shows. revenues and expenses tor the year's ending 
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Deeem.ber 31st,. reported as tollow$;'-

ITEM 1925 

Operat1ng re'V'enue • • • • • • • • • $9·,658. 7S 
Operating exp-ensas., exclud.ing depre-

ciation • • • • • • • • • • • •• &z310.3Z 

Net operat.1ng revenue·..... 3·,.348.43 
Nonoperat1ng revenues. • • • • • 194~33. 

Balance ••••••••••••• $3,542.7& 

• 
1927 

$l3~298.45 

8,234.59 

5,063.87 
'145.32 

The annual dividends on the preterred stock now outst~d-

1.ng, e:mOtclt to $8,,000.00. The an.nuaJ. d1 v1dends on tho pro:posed 

issue ot pretarred stock W111. aggrego.te $6,50o..0G. VJh1le this amount 

was ~ot earned during either l~2G or 1927~ applicants· present rates 

were not. in etroct during all or 1927. 

This ut.il1ty has 'been bet'ore the CoIil:l1ss1on on a number ot' 

occasions in matters at"!ect1ng 1 t5 re.~:s end sel"'t1ce. and has been 

d1reeted. to take steps to 1mprove its service. Obv1ou.s~ the company 

can more readily earn tho $6,600.00 diVidend charge on the proposed 

iosue or $110,000..00 ot siX percent preterred stock than it can the 

$8:;000..00 div1dend on the $lOO,.OOO'.OO ot" eight percent.preferred stock 

now outstand~, so that the proposed transact1on~ it is thought~ b.1 

reliev1ng it ot the heaner charges,. ::b.ould place it in a better t1-

::lanc 1~ :posit jlon~ which 1n turn. should enable: it to meet the demands 

ror ser'V1c$. upon l.t in a better manner. 'Wh1le this mAY' be t:t"t1~, we 

do not be-11e-V'e that upon the showing :made herein we should author1z& 

the compa~ to increase its outstanding capital stock with no corre

sponding increase in its propert7. Accordingly',. we will, in the or

der herein, authorize-: the issue or not excee.d1:c,g $100,000'.00 ot six 

percent. stock to rettmd tbe $lOO,OOO.OO ot eight percent. stock now 

outstanding. 
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For evert" to'll:\:' (4) sheres. of t::ae par vUue of twenty-:'1vo 

($25.) dollars per shar& ot six percent preterred stoek is~od and 
. .. 

sOld,. applicant must redeem at least one (1..) share 0'£ the pa~ value 
. 

o~ One Hundred ($lOO.} Dollars ot i~$ eight percent. preferred stock • 
. 

It mo:-e' cash is needed. to redeem the ei.e;ht percent. stock, than 13 

realized. trom. the sale or the siX percent stock, such cash lmlst be 

obtained !rom so:co sourea other than. the issue of additional. $toek~ 

ORDER 

SOnoma Water end I:rr1gat1on Comp~, hav1ng appl1ed to the 

Railroad Comm1SS1.on. tor author1.ty to l.ssu.e $l50,.070·.00 o-r stock,. 4 

public hear1llg haVing been held betore Examiner Vaughan,. and the Rail

road cotnn1ss1on being ot the op1nion. that tlle issue ot o'l'Jl:y" $140,070. 

ot stock is reasonab,l1 re~1red tor the purposa specified herein, wh1~ 

purpos& is not. in Whole' or in part reasontlbly' chargeable to opel"at1ng 

expense or to· income; 

IT IS REREB! ORDEPJ:O that So~oma Water &. Irrigat10n Company' 
. , 

be~ and it hereby is,. authorized. to :1.,ssu.e $40",070.00 or its common 

capital stock cOllsi,s,t1.ng 0: 1602.8- sllares ot tlle ;per value; ot $25. each, 

in exchange tor the- $40,070.00 ot co:amon capi tal sto~ now outstanding, 

consisting or 400,.7 shares or too par value ot $100.. each. 

IT IS HEREBY FURTHER ORDERED that Sonoma Water & Irrigation 
. . 

Co~y be, and it hereby is, authorized to issue $100,000.00 ot its 
. . 

six percent eumulat1~e pretorred stock and to sell such stoek at not 

less than par and to use apprOXimately one and one e1~th dollars per 

share ot·~'·stoek sold to pay commissions end selling expenses and to 

" .use the remaining proceeds to redeem. 1 t.s out stand1llg lOCO shares 

($100,000.. par value-) ot the eight percent. preterred. stoek e:tJ.d/or to 
. -

deliver su.ch stock, or F.r!J.y portion thereot', at par in exchange: tor the 

outstanding $lOO.OOO.OO ot ei~t percent. preterred stock upon the basiS 

~r par tor par, provided that, as a cond1t~on pl"eceden~ thereto or eon-
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currently with the issue e.nd se.le:~ e:Ad./or de11ver.r of every tOUl" shares 

o~ tbe pa: value or ~wenty-t1ve dollars per share ot the six percent. 

preferred stock is~ed and sold and/or delivered, applicant must redeem 

at least one Sha-~ of the par value of one hund.-ed dollars ot its eight 
• 

percent. preterred ~ock. 

IT IS HERZEr FURTHER ORDERED that the authority herein grantod 
. . 

shall 'become effective only when and it there 1:s tiled by appl1cant 

wi th the Railroad CO:mn1ss1o:c. tbe toUowing;-

1. A certitied copy 0: its Articles ot Incorporation amended, 

as ind1eat~d in the foregoing opinion. 

2. A st1puiat10n, in torm satistactor,r to the Commission, in 

wh1ch it decla.rf)s that neither it, its successors nor assigns will. ever 

u:ge the Commission or other publ1c bo~ having ju.~sdiction, to consider 

the pa: value: ot the stock here1l'l authorized to be issued as a maasu...-e 

of value or e.pp.l1ce.nt t s. prope:rt1&s tor the purpo-se or tiX1ng rates, or 

any other purpose. 

IT IS BEEEm' FO'RTEER ORDERED that the authority herein granted, 
. . 

upon becoming erreet1ve, is subjec~ to the rollowing condit1ons;-

a.. Applicant. shall keep such record ot the i$suo~ sale and do-

l1ver,r or the stock herein authorize~, and ot tbe disposition of the pro

coed$, as Will enable: it to tile, on or betore the 25th da.y ot each :month 

a verified re:port, as required 'by the Railroad coIDI!liss1on9 s Gene-ral. Order 

NO. 24,. which order, 1nsotar as applicable., is made 8. part. ot th1s ord.er. 

b. ~pl1cant shall r1l~ with the Co~ssion a copy or ever,r 

prospectus or other advert1sllls Utent.u::& in which the -stook herein auth

orized is ottered tor sale. 
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c. l'he author 1 't7 herein granted shel.l. appl:3" only to. such 

~tock as might be issue~ and sold on or betor.e December 3l, 1928. 

Il' IS EER&SY FO'RTEER ORDEP.ED the.t the appl1cation. 1n.sote.r as 
. - . 

it involves the ,isS'll& ot $lO~OOO' .. OO or siX percent pre!erred stoek 

be. and it hereby ~s, denied Without prejudioe. 

DAT:E:D, at San Francis co, Cel1tornie. ~ th1s "*:t "114 day ot 
JUne, 192G. 

: ... ~' " ·V 

~ .. .. .. , 

fo:~ ss1oners,. 
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