Decision No. 24421

BEFORE THE RATLROLD CoMIIssION

0F THEZ STATE OF CALITORNIA

In the Matter of the Application of )
TEZ CALIFORNTA COLRPANY, )
& corporavion, for an order author- ) Applicetion No. 179153
izing the issue of bhonds. )

A. L. Cowell, for eprlicans.
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Decizsion Xo.

BEFORE THZ RAILROAL CONILISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of )

TEE CALITORNIA COMPANY, )
& corporation, for an order author- ) Application Xo. 17913
izing the issue of bonds. )

4. Lo Cowmell, for zpplicant.

EY TEE COMMISSION:

cC2INION

In this proceelding The Californie Compeny, a New York
corporation organized ia 1883, asks permission to issue $30,000.00 of
six percent bonds due Februery 1, 1962 and secure the payment of cuck
bonds by the execution of a trust indeature to the Stockton Savings
and Loaxn Bank.

It is o2 rocord that applicant is exgaged in the
dusiness of furnishing water for irrigation azd mining purposes anl

the watering of livestock from its reservoir known as the Salt Springs

Talley Reserveir located in Calaveras County.

The properties of the company are descerided in <the
Commission's Decision No. 9939, dated December 29, 1921, in Case
No. 1302 and application No. 6334 (Volume 21, Opinions and Orders of
the Railroed Commission of Celifornia, page 23). It appears frox that
decision that the water system of applicant consists of Salt Springs
Talley impomnding reservoir, capacity 20,000 acre feet; about 12~3/4
miles of main diteh (cepacity 1,000 miners' inckes); 1,188 lincal fect
o wooden Llume; 2-1/2 miles of branch ditches; and two small eaxthen.

regulating reservoirs located 2t the cads of the diteh. Xrom the

decision, it apnears that H. A. Noble, an Assistent Zngiacer Lfor the

l.




Commission, estimated the historical cost of the company’s properties

at $146,292.00. The company submitted an estimate through r. Burton

Smita which showed an estimated reproduction cost of +the properties,

based or prices of material and labor obtaining im 1919, of $281,904.00.

tT appears Irom the Commissionts decicion that inm view of the business
conducted by the applicant 1t was not possidble to Lix a rate which would
yield the compeny & reasonable return. The Commlission Zound that it
was doubtiwl if the utility could hope to earn, at least for some time

to come, more then erxough revexnue to cover maintenmance and operating
expenses, depreciation azmuity and perkaps a small return upon its in-
vestment. During the past fLew yearsc the earaings of applicant have
not veen suflficient to net any return on the money lavested in its
properties. |

All of the cepital stock of The Californie Coxpany was

acquired in 1918 by W. L. 2nd R. G. Kann of Pittsdhurgh, Peansylvanie,
who have sincc exercised control and manageld the properties. On accownt
of the distridbution of the estate of W. L. Kann, deceased, the stock at
the present time is owmred by R. &. Xonun, Ruth M. Xann and EZda Xann. Ap-
plicant's stockholders have since 1918 advanced 0 applicant $32,548.48,
which includes $11,250.00 due R. G. Kann for geseral maragement axnd
enginecering. On accouwnt of the distridution of the estate of W. L. Xann,
those interosted in these properties at this vime Lfeel that the indebtedresc
o the extent of $30,000.00 should be peidl through the issue of bonds and
such donds distriduted to the stockkholders. They realize that these bonds
will not cormmend a ready market and have agresd to guarantee the payment
of the interest on the bonds aznd sinking fund uwntil such time as the earn-
ings of the properties for two consecutive years have been adequate to pay
operating expenses, depreciation and interest on the outstanding donds.
They have further agreed that if any of the stockbolders chould sell their

stock, it would be upon the condition that the new stockholders




+that
will . assume the aforesaid obligation or Ahe bond issue shall be

cancelled.

R. G. Xenn, president of The Califorzle Company,
believes thet he may be able to sell the properties, either ¢0 an
irrigation district or to new interests who will develop the saxe.

Ee feels, however, that such & sale can be regotiated more realdily 242
thc company is permitted to iscue the $30,000.00 of bonds and the
properties sold subjeet to This bond issve. EHowever, that il thece
bonds are retained by him and others, who are interested ia the estate,
as part of the sele price of the properties, +they shouwld have, in his
opinion, the right to Iforeclosure in the event the purchaser is 20t
successful in developing the properties. Tor this reason, he objects
%0 the company issulng ar ordinary incoxe bond.

The company has submitted a copy of its proposed
trust indenture which it desires Vo execute to the Stockton Savings
and Loan Bark. This trust indenture contains & form of the proposed
bond. We believe that this form of bond should bde modified by olixin-
ating therefrom all reference to the fact that the iscue of the dbouds
has been authorized by the Railroad Commnission. e have zo objection
%0 such & recital beinzg contained in the trust indenture, dut we do
not believe that 4t cshould be incorporeted in the form of the bpnd.

We further believe that the trust incenture shoulld bve modified dy in-
cluding therein & proviso to the effect that R. G. Xann, Ruth K. Xenn
end Eda Kaenn, presest stockholders of The California Company, and their
successors and assigns, will, umtil such time as the earnings of the
properties of The Califorxia Company are sulfficlent To pay operating
expenses, deprecietion and bond interest for two cozsecutive years,
guarantee the payment of the interest or suck donds and the peyment

of the sinking fund provided for in such trust indenture. IT the

saild stockholders sell any or all of their stock, the new stockholders
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shell assume the aforementioned obligation, or =sald dbond izcue shall
be cancelled. The proposed trust indeaturc chould Turther be meodified
by reserving to the company the right to redeem the $30,000.00 of
bonds on any interest payment date by paying tiae principel on said
bonds, the eccrued interest and a wremium of not exceelding Live per~
cent. It should be further wodified so that the bonds will mature

not later then ¥ebruary 1, 1952. The company should submit a revised
copy of its proposed trust indenturc and execute the seme only alflex

its execution iz aunthorized by the Cormmissioxn.

ORDIEIR

The Celiforznia Coxpeny having asked permission to
issue $30,000.00 of bonds and execute 2 trust indenture, the Com-
mission having cogsidered applicant®s request and bdeing of the opinion
thet this is not & matter iz whickh a public hearing is necessary,
thet the money, property or labor %o be procured or paid for Yy tre
{ssuo OF the aforesaid bonds is reasonably recuired by applicant for
the purposes herein stated, therefore,

IT IS EEREZEY CRDERED that on and after the elfective
‘date nereof and prior to July 1, 1932, The Californie Company may
izsue and sell, at not less than par, %30,000.00 of 1ts six percent
firet morigage donds, due Februwary 1, 1952, and use the proceeds Ior
the purpose of paying in part the indebtedness referred to in the
statement Tiled in this proceeding on Jenvery 21, 1932.

IT IS EZRTBY TURTHER ORDERED +ha% the authority
nerein grented will become effective when The Celifornia Company has
veen authorized to execute a +trust indenture to secure the paymeant of
such donds and when seid The Califorria Compary has pald the fee pre-

seribed by Section 57 of the Public Utilities 4ct, which fee is

4o




Tairty ($30.00) Dollaxcz.

| IT IS EEREEY ¥URTHER ORDERED that ©he California
Compeany shall keep suck record of the issue and sale of the donds
Rerein zuthorized and the dispositiorn of the procecds as will enable
it %o Tile, oxn or before the 25tz day-or each month, a verifield re-
pord, as reguired by the Railroad Commission's General Ordexr No. 24,
whizh order, iasofar asg epplicable, ic made e part of +thiz order.

DATED et Soxn Frazelsco, California, this jﬁﬁz: dey

of February, 1932.
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