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Deciszion No. 417! o - - buu\uudﬁ‘a%

3ZFORE THE RAILRCAD COMMISSION OF TEE STATE OF CALIFORNIA

In the Matter of the Application of )
. SONOMA WATER & IRRPIGATION COMPANY, )
to retire i%s preferred, stock and to )
lssue 4400 shares of six percent g

Application No. 1446l
cumulative proferred stock., _

¥, J. Kilmartin, for applicant.
BY THEE COMMISSION:

O PINION

In the above entitled procoeding the Railroad Commi ssion
15 asked %o make its order authorizing Sonoma Water & Irxrigation
Company to isswe §110,000.00 of six percent cumulative preferred
stock and $40,070.00 of common stock, divided into shares of the
par value of $25.00 each, in exchange for, or to refund, $100,000.
of eight percént. preferred stock and $40,096.00 of commoﬁvstock,
divided into skares of the par value of £100.00 each, which now
is outstanding. |

Sonome Water & Irrieation Company 1is engaged irn the busi-
nens of supplying water for domestic and other uses in apd about
the towns of Sonome, Sonoma Vista, Boyes Springs and Lgua Callente,
Somoma County. It appears that the corporation was organized on
or about Sep;embef 10, 1921, with en authorized cepital stock of
£$500,000.00, divided into £300,000.00 of eight percent cumnlative'

§rererred stock, redeemablé at 105, and $200,000.00 of common STOCk.




Heretolore there has been issued for properties, both operative and
non~-operative, $100,000.00 of the preferred stock and $40,070,00 oz
the c¢coxon. Tﬁe par value of the shares of stock outétanding is
£$100. The coﬁpamy has no bonds or notes outstanding or other indebt=
edness, aside Ifrom current accounts. |

The company now reports that it 1; telking steps to amend 1its
ATticles of Incorporation so as %0 provide for six percent cumla~
tive prererréd stock, instead of eight‘percent preferred, and for
shares of the par value of $25. instead of $100. It proposes o
retire the present outstanding eighf percent prererfed stock and to
issuwe at this time $110,000.00.- 02 the six pexcent stock, éuch stock %o
be eXchanged for the present preferred étock or sold for cash and the
proceeds used to retire the present stock. The common stock will dbe
exchanged on the basis of four shares of the new stock 0f the par
velve of $25. for each shere now outstending of the par value of $100.,
the total'par value, $40,070.00, remaining uwnchenged. '

The proposal of epplicant will result in an increase in the
capitalization of $10,000.00 causzed by the calling of the present
eight percent preré:red stock at the premium of five percent and the
commissions and selling oxpenses in connection with the sale of the
new stock, the testimony herein showing that the new stock will de
3014 at an estimated expense and commission of adboult one and one elghth
‘dollars a share. On the other hand, if the six percent stock is is~
sued and the e¢ight porecent. stock re&eemed,'there will be a decrease
in the anzual cumulative dividend charges of $1,400.00. It is this
epparent saving that is urged in support of the application; In this

conneétion reference to the company's financial statements on tile

with the Commission shows revenues and expenses for the yedrb ending




December 3Lst, reported as Lollows;—
ITEM 1928 1927
oper&tmg :-;eveme - - - . o - - - - $9’ 658'.75 ms’zgs'.‘s

Operating expenses, excluding depre~ . .
Cia.tion Ll - Ll - - - - - » - - - - 6:310.32 8’234.59

Net operating revenuSseces. 3, 348443 5,063.87
Nonoperating revenues . . « . . 194.33. : 745.32

 BalanCeesscssacccacs $3,542.76 35.809.19

The annuel dividends on the proferred stock now outstand-
ing, amownt to $8,000.00. The anmusl dividends on the proposed
issue of pre:ceri-od stock wL1l aggregate §6,600.00. While this emount
was not earped during eithexr 1926 or 192'?, applicants® presont rates
were not in effect during all of 1927. ”

This utility has been before tho Commission On & oumber of
occasions 1n matters affecting its rates end service and has been |
directed to take steps to improve 1ts service. (Qbviously the company
cen more readily earn the $6,600.00 dividend charge on the proposed
{osue of $110,000.00 of six percent preferred stock than it can the
$8;000.00'd1v1den& on the £100,000.00 of eight percent.preferred stock
pow outstanding, so that the proposed tremsactiom, it is thought, by
relieving 4t of the heavier charges, should place it in a better fi-
nancial posiﬁﬁon., which in turn should enable it to meet the demands
tor service upon it in & better memmer. While this may be true, we
do not believe that mpon the showing made herein we should authorize
the company to increase its outstanding capital stock witk no corre—
sponding iﬁcrease in its property. Accordingly, we will, in the or-

"~ dex hereln, authbrize the issue of not exceeding $100,000.00 of six

percent. stock to refund the $100,000.00 of eigh.t‘ percent. stock now

outstending.




For every four (4&) sheres of the par vilue of twenty-Iive
($25.) dollers per shere of six porcont preferred stock issued and
sc}ld, "applicant mist redeem at least one (1) share of the par value
of One Eundred ($100.} Dollars of its eight'percont. preferred stock.
I more cash is-ﬁee:de& fo redeem the eight percent. stock, than is
realized from the sale of the six percent stock, such cash must be

obted.néd £rom soms source Other than the issue of additiomal stock.
OQRDER

Sonome Water and Ir:f-iga'cion Company, baving applied to the
Reilroed Commission for autﬁority to issuwe $150,070.00 of stock, &
public hearipg having been held hefore Examiner Veugkan, and the Reil-
road commisslon heing of the opinion that the issue of only $140,070.
of stock is reasomably required for the purpose specified hei-ein, which
purpose is not in whole or in part reasonably chargeabls to operating
expense or to income; . | |
IT IS HEREEY ORDERED that Sonoma VWater & Irrigation Company
be, and 1t heredy is, euthorized to issue $40,070.00 of 1ts common
capital stock consisting of 1602.8 sheres of the per value of $25. each, .
in exchenge for the $40,070.00 of common capital stodk now autétandine;,
consisting of 400.7 sheres of the par value of $10C. each.
| IT IS EEREEY FURTEER ORDERED that Sonoms Veter & Irrigetion
Company be, and it bereby is, authorized to issue $100,000.00 of its
six perceﬁt curnlative preferred stock and o sell such stock at not
less than par and to use approximately one and one eighth dollars per
' share oftstock s0ld to pay commissions end selling expenses and to
‘nse the remaining proceeds to redeem its outstanding 1000 shares
(5$100,000. par value) of the eigat percent. preferred stock end/or to
deliver su.ch. shock, or any portion thereof, at par In exchange for the
outstanding £100,000.00 of eight percent. pre:’errgd 5TOCKk upon the basis
»f par for par, provided that, as a condition proecedent therelto or con-

G




currently with the issue and sele, and/or delivery of every four shares
of the par value of twenty-rive dollars per share of the six percent.
preferred stock issued and sold emd/or delivered, aﬁplicanx muast redeen
a%t least one sheare of the par value of one hundréd dollars of its elight
rercent. proferred stock.

IT IS EEREBY FURTEER ORDERED that the authority herein granted
shell becoms effective only when end 4if there is filed by applicent
with the Railroad Commission the following;=

1. 4 certified copy o2 its Articles of Incorporation amended,
as indicated in the foregoing opinion.

2. 4 stipulation, in form satisfactory to the Commission, in
whick it deiclares that neilther 1t, Lts successors nor assigns will ever
urge the Comxd ssion or other pubdblic body having Jurlisdiction, to consider
the par valwme of the stock herelin authorized $0 be lssued as a measuxe
of value of epplicent's properties for the purpose of fixing rates, or

any other purpose.

IT IS EEREBY SURTHER ORDERED that the authority hereln granted,
upon becoming'errective; is subjeét to the following conditions;-

a&. Applicant shall keep such record of the issue, sale and do-
1livery of the stock herein authorized, and of the dispositiom of the pro-
ceeds, as wWill eneble it to file, on or before the 25tk day of each monilh
a verified report, as required by the Reilroad commission’s General Qrder
No. 24, which order, insofexr as applicable, is made a parﬁ of this order.

b. Applicent shall file with the Commission & ¢opy of every
prospectus or other adrertisinshlite:azu:a in vhich the stock hereln auth-

orized is offered for saleo.




¢c. The authority herein granted shell apply only to such
stock as might be issved and sold on or belfore Decemder 3L, 1928.

IT IS HEREBY FURTEER ORDERED tb.a‘g the application insofer as
1t involves the issue of :,‘,‘.10,060'.06 of six percent preferred stock
be, and it hereby Ls, denied without prejudice.

DATZED at Sen Francisce, Cellifornie, this &.Zm/ day oi"

Twno, 1928.
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