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BEFORE TEE RAIIROID COMMISSION OF TEE STATE OF CALIFOENIA

In the Matter of the Application of )
. SANTA ROSA WATER WORKS, 5
a corporation, for an order author- )
izing it to Issue ard sell stock for 3

Aapplication No. 17038
the acquisition of property. .

Alvert J. Didblee and Arthur H. Redington,
Tor applicent.

EY TEE COMUTSSION:

CPINTION

‘ Tﬁe Railroad Comxmissfon has beer esked %o make 1ic
order authoriziag Santa Rose Tater Works to purchase the property and
assots formerly owned by The Santa Rosa Teter Torks, & defunct cor-
poretion, now omned by the stockholders thefoo:; Tor the sum of
$250,000.00, subject %0 the liem of & deed of trust in the emouwnt of
'$32,000.00, and %0 issue and sell such number of shares of its cap-
itel stock az chall enable £t to realize 2 sum sufficient to pey the
purchase price of said property and assets, 10+t 0 oexceod sald sum

of $250,000.00.

It eppears vhat The Santa Rose Tater Torks was organized
on or about Tedbruary 27, 1873 and under the terms of 1ts Articles of
Incorporation its corporate existence expired on or gbout Fedbruary 27;
1923. 2Prior %o that late, proceedings were hed and 4aken for the )
extension of the corporate existence for an additipnal term of fifty.
yeers from Fedruery 27, 1923, waich proceedings, however, were void

because of the provision of the constitution of the State of Californie,




then in effect, prohiditing the extension of the charter ol a quasi-
publid corporation. The application shows that since Fedruary 27,
1923 the present stockholéers of the defumnct corporation or their
predecessors in interest, have beex, and now are corrying oz the
Yusiness of said defunct corporation under its corporate nexe, a3 &
public utility water ceampany supplyizg water in and about the Civy
of 3ante Rosa, acting upon the belief that seild corporatioz wes svill
in existence DYy reason of the attexmpled extension of 1ts morporate
existence.

Some time after the expiration o the cherter of the com-
vany, 4ts officers were advised by vtae Commiszion of Vae provisiors
of the constiéution, as vhey then read, releting % the extension of
corporate charvers. Trereafier negotiections were entered izto foX
the sale of the propertiec which were ro%t, howewer, concluded, and&
accoringly, arraxgements were mcode for the organization O 2 now
corporation, Sante Rose Tater Torks, appiicant herein, anf for the
transre:'tovit of the weter properties. In order Yo esteblish re-
cord title to the property and acsess of the defuzct corporstion,

50 that 2 valid +itle night be vransferred, the stockholders of the
0ld compeny instituted & pertition sult in {he Superior Couxrt of the
Stete of Califorzia in end for the COun*y o Sonoma,’entitled,ma:k
L. McDomeld, et al, plefntiffs, vs. American Trust Company, & cor-
poretiorn, et al, defendaxnts, No. 18098; vhick was Joi szed in by &ll
vhe kmown stockholders representing 2,487,50 shares out of a toual

02 2500 cshares of stock ouvtstanding.

Oz or about Jume 27, 1930, an interlocutory decree in per-~

tition in the action was entered, wherein'and vheredby 1t was adjudged
end decreed tnav the fee simple title to all *he rezl and personal

property and assets of every character anl deseription of The defumes




corporation was vested in the siockholders, sudbject to The lien of 2

cortain deed of trust securing ez indebtednmess of $22,000.00, witk
interest thereon, and E. D. Jjozec was appointed as referee in perti-
tioxn wivth orders and directions to sell such properviess
Santa Rosa Veter Torks wes orgenized on or abouﬁ October 13,

1930, under the laws or‘the State of Californie with an eutiorized
capitel stock of %250,000.00, divided into 2500 sheres of the par
velue of $100.00 each, all commone It desires at tkis itime %o issue
end sell to the stockholdexs of said defuxnct corporation its entire
authorized issue of 2500 shares of stock at par, or at suck other
~ price es: the Commission will perxit, and use the proceeds to purchese
the proPerties ané essets formerly owzeld by said defunct corporatioz.
Te amount of stock proposed to be issuwed is egual in the aggregate
amouvnt to the stock formerly issued by the zow defumet corporation,
g0 that apperently in effect the transaction as here proposed will
result in the issue of shares of the new oorporation 1ﬁ lieuw of +those
1ssued by the ol& corporation.

Regerdless of the fact thet the proposed issue of stock by
the new corporation will not Increase the total ceapitelizevion of
the properties, we believe that in the determination of the issue
preseated here, the same concideration skould de given to the various
elements entering into +the proceedings, as in other matters oL other
applicants, heretofore preseated to the Commission involving the
issue of securities for the purpose of scequiring properties, and that
the same general policies should Ye followed Dy the dommission in
waking 1%s decision. It therefore beceme necessary, in our opinion,
Yo inquire into the acsels and 1i&bilities, ané esrnings of the water
systex and property values.

There hes been filed, as Exhidit No. 4, & financial statenment,

as of Jamwzry 1, 1931. Consfdering the $250,000.00 of stock of +The




defunct corporatioz as still outstanding, the stotement of assels and

ligbilities, set forth therein, appeers as follows:

ASSETS

FTLED CAPITLAL:

r(GClJ. GBEFttlftti « & ® s ® © & & a e o @ ﬂ(IJZCD :LEB\)O'7€5

Construction accownt » . = =« . « . 101 153.31

RPeters spring-lend eand eguipment 16 436.95

Reservoir telephone lire . . . . ’ 580454

Garage equipment . . . . . 400,00

Yeters and ecuipment . . . 12,584.24 $251,338.78
(:&Ltill ® & o @& # o o & o & ® & e . © AJS 5553C)-$;€5
Bonds owvned o« . o o o o o 0 o o ‘ 100000
Accovats receivable « . . . . . o o o 4,046.29
0ffice equipment « + « . 68%.17

Qther 258648 & v ¢ o o « : 126.68
Tremortized stock discount ' 67, 000.00

e ssossssresmenae "”‘2577, 7’5 5 -Z;z;

Cepital stock « « . 250, OO0.00
Notes payable « « . 32,000.00

Consumexrs® advances , 7 695.50
Consumers' deposits 171.16
Other items (Option . 250.00
Jeprecietion reserve . . . . . 47,753.11
Surplus - - - - - L] - - - - [ R L ] -» - - - - - - - 6 908.11

TOLAL LIABILITIEScececccnssscans ;5:525; .77 5 .252;

It will be observed thet the defunct corporation had issved
£250,000.00 of stock, ageinst which thére wes set up discomnt In “the
amount of $67,000.00, irdiceting zet proceeds reelized by the corpora-
tion through i1ts stock issue of $18Z,000.00, sz amount equivelent to
73.2 percent of the par value ol the stocke. Such stock was Issued
prior to the elfective date of the Pudblic Utilities Acve.

For the calendar years 1928, 1229 and 1930 the revenues and

expenses of The water cystex have been Xeported as follows:

L0220 1928 1929 1930
Operating Tevemie. . . . :ypl4%,082.07 Wik, 642,72 525,80 12
Operating expenses . . . : 20,192.73 20,125.92 2,L942.19

Ket operating revemues iy 4,740.84 % 4£,0L6.80 v &,407.90

Nonopereting revemies . . : 243.95 295.95 332.50

Gross corporate income 3 5,084.79 4,812.79 02,7404
DEDTCT:
Unecollectidble »ills & 110.29
Interest v o o oea 2,240.85
Toval deductionS.seccessy 2,351.14
Profit fOT Jeoleeevacacaeasd 2,733.65
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As %0 the cost or value of the propertles there was intro-
duced into the Tecord as Exhidit No. 3 an inventory and eppraisal
prepared by Tre americazn Llppralsel Compeny, showizg estimated values,
as of April 1, 1926, as follows:

Coz% Of TOUTOAUCELON DKW v v o « o o o o o o o o o 5414,237.63
Ttility or service value as a going concerz(based

upon market pricec es of April L, 1926, with

consideration given 0 accrued deferred main-

temce) - - - - - L] - - - - - e - - L . - - - - 357,307.29
Historical, or normal cost, at date of installation

undeprQCi&'ted - - - - L J - - - » - - - - - - L] - 289’286.83

In nddition, Mr. J. P. Overton, secretary for the water
systéﬂ, testiried thet i1 his opiniorn the wvelue of the properties,
including current and other essets exd additions ard betterments since
the date of the above mentioned appraisals, amounted %o $284,400.00;
exclusive of any ellowaxzce for going concerz, water righis and similex
intengidle items. His concluciozms, it appears, are dased upon the
several elements of value found by The American Appraisal Company and
‘his general imowledge of the propeTrties.

Ir. L. E. Torrey, an essictent engireer erployeld by the Coze
mission, in presenting Exhidit No. 5, an appraisal of the properties

as of December 31, 1930, estimates the 2istoricel reproduction cost

of the'propertiez at $234,964.00 and the nistorscal reproduction co3t

less depreciation at $L71,934.00. He includes land att@resenx
merket velue. Be submitted no Tigures showlrng the roproduction cost
2ew or the utility or service values of the properties.

e o not believe that the cost figures submitted oxr the
caraings of the propertics support an issue of $250,000.00 of stock,
as ﬁere proposed. It hes beén the policy of the Commissién inrauth-
orizing the issue of securities to acquire properties, %o cousider
the earnings of the properties arnd +he original or historical cosfs,
including present values of lend, and making zllowence for deprecia-
“ion where the properties are not néw. Zere we have in the record,

0 far es original or aistorical costs are concerned, dalance sheet
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rigures of $251,338.78, an estimate as of April I, 1926 of The
American Appraisel Compeny of $229,286.83 and an estimate sub-
mitted by the Commiszsion's Engineering‘bepartﬁent as of December
31, 1930 of $234,964.00. The latter figure, we delieve, should
ve slightly increased in the sex of orgenization andﬂpthé% in=-
tangidle capital. - o .

e believe that 1f Sante Rose Tater Works acquires the
properties %o which referezce is mede herefz, thet 11t should not
issue more thax $l79,500.00 of comon stock ahd essume an Indedi-~
edness of not exceéding $32,866.66 4in peyment for such properties.

These emourts were arrived at 2s follows:

b

Letimeted historical cost less depreciation ‘
02 fixed capitel . ¢ o 4 ¢ o 2 o o . . $175,000.00...
ADD otzer asseis as follows: e
o C&Sh - - - - - - L d - Ll » - *» » * - $13’580096
Bonds omned & ¢ o 2 v s o e o . 1,000.00
Accounts recelvedle o o v o o . 4, 046029
Cffice oquipment « o « o o « & 685.17
o-ther &gse ts L 4 * - L J - - - - L] - 126 .68
TO't&l........--....
Liabilities to bo assumed:
NoteS Day2dble « « o o o « o o » o 222,000.00
Consumers® advances and depocits 366,66
. B&lance CSasvosrrrnboore ’

Allowing the issue of stock at gpproximately ninety per

cent of par velue, & total amownt of $179,500.00 will be necessary

to produce the above balance. P o
Among the properties o be acquired by the new corﬁorat£6n,
assuming the %ramsaction is consuzmated, is affranch;se{granted by
the City of Seanta Rosa during 1524. The Commission has never auth=
orized the exercise of the rights and privileges graéged %} the
frenchise nor has 1t beer furrished with & copy thereof. We refer
the mew corporation %o the terms end provisfozs of Section S0 (%)
o the Public Utilities.ict and suggest that 17 1t acquires the

aforeseld properties, en cpplication for a cervificate to exercise
PXop ’ 1%
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franchise rights be filed forthwith.

Application having beer made t0 the Reilroad Commission
for authority, as set forth in tae preceding bpinion, a pudlic heaxr-
izg havirg been held before Examiner Fankhauser and *he Railroed
Commission being of the opinion that the application should be
granted, as kerein provided, and thet the money, property or labor
to be procured or peid for by Sante Rose Tater Torks through ihe
issue of $179,500.00 of stock 1s reesonadly required for the pur-
Poce specified herein, which purpose 1; not, in whole or in part,
reasonably chargéeble to operating expense or to income, and that
this applicetion insofar as It involves the issue of $70,500.00 of
stoCk, be dismissed without prejudice;

IT IS EZREBY QRDIRED, that Saxzte Rosa Water Torks be, and
1T is heredy, authorized to purchase The properties end assets for-
zerly owned by The Saxnte Rosa Water Works, a defunct corporation,
and 20w owned by %the stockholders thereof, and thet i sald Santa
Rosa Veter Works écquires sail properties and assets, =2i& Sante

Resa Water Works may assume approxizately $32,866.66 of liebilities
| and issue and sell at 1ot less than ninety vercent of par value,
¥179,500.00 par veluwe of its cormoxn capitel stock for the purpose

of paying for such proverties and assets.

The autkority herein granted it subject to the following:

conditions:-
| (1) If applicent acguires <he properties and asseds
| referred Vo herein, 1t may charge to fixed
capital accomnts motv more than $238,030.00,
as of Jenuery 1, 1931, which shéll be offset
in part, by a credit entry of $6$,OS0.00 in
Us reserve for accrued depreciati&n account.

T ea




(2) The authority herein grexnvteld is not t0 be con~

strued as determining the value of the alore-
seid properties for the purpose oI Lixing
retes or any purpose other thaz this transfer.
(3) Applicent shell file with the Comzissfon withiz
| sixty days after the acquisition of the pro-
perties referred %o hereiz, & ¢opy of the
Yook entries by which 1t records on Lts books
of accournt the purchase of said properties
axd the distridution to primery accounts.
(&) hpplicent shall keep such record of the issue of
“ the stock herein authorized ané of the dispo-
sition of the proceeds as will ensble it to
{ile, on or before the 25tk dey of eackh month
a verified report, as required by the Railroad
Comnisslon's General Order No. 24, wkich oxder
zsofaxr as applicadle, is made & poxt of tkis
order. |
(S5) The authority herein graonted will become effective
‘ ten (10) days Zfrom the dete hereof. TUnder
suck authoriiy 2o stock may be issued subse-
guent to June 0, 193L.

IT IS EERZEZY IFURTEZER ORDERED; vkat this applicetion Insofex
as 1t involves the issue of 370,500.00 of stock be, axnd the same 1s
heredy, dismissed without prejudice.

DATED a% San Fremeisco, Californie,

January, 1951;

Coxmissioners.




