Deeision No.
EEFORE TEE RAIIROAD COMMISSION OF TEE STATE OF CALIFORNIA

the Matter of the Application of )
SONOMA WATER AND IRRIGATION COMPANY, )
for authorization for the issuence ) Application No. 18604
of sixz percent Lirst mortgage gold ) :
bonds. )

BY THE COMMISSION:

CPINION

Sonoma Weter & Irrigetion Co. asks permission To issue
end sell et 87-1/2 per cent of their face value and accrued iznterest
£9,000.00 of Tirst mortgese Six per cest bonds %0 reimburse Lt3
treasury iz the sum of £7,965.65 for corporate purposes and to

transact its business.

o/
Applicant has outstending $40,070.00 of common axd

$100,000.00 of preferred stock. 3By Decision No. 23944, dated
August 10, 1931, as amended by Decision No. 25253, dated October
10, 1932, in Application No. 17460, the Commission authorized ap-
plicant to issue $25,000.00 of 1ts Lirst morugage six per ceztd
bonds. Itz assets snd liabilities es of November 30, 1932, were

az follows:




ASSETS

med capital.............-‘-..............'.Q..........@ls&,m‘ez
Current assets:

c&sh-........0.--.........-‘-.‘......’4 229.40
Accounts receivadleccceccscescssncaas 1,074,335
Consumers’ accounts receivable....... 2,488.52

Meterials.and sSUPPlieS.c.esecsnccccsase 280.65 4,072.,90
Umortized Stock disccmt".....DOOO.'-........---....Ov 29’73-8'.60
Tom Assets....‘...-O-............‘..@68’0%‘12

LIABILITIES

Caplitel stock:
comonﬂﬁﬂﬂ....'.-..........-....'....v 40 070‘00
Preferred=5 per CeoVicaacanccaes ceeve 100 000.00 £140,070.00

Bond.ed debt.....-.-.-.0....‘....-.--..0.......OD....-...- lo ooo oo
Accounts payedble: :

Aud.ited 'VO'&J.Ch.eI.‘So--.--.-..-.-.--...-. 763.79

Accounts payadle. cosessransons 42.57

consmr"’ d@osits.....-.-..‘....t.. sz.so

muewlIO.....-.'..-......-.--...-..l. 452-60

Service billled in advance. . 546.00 1,857.46
Reserve for zccrued depreciatioBicecccscesccoccnncscsces ;1 004.65
co:porate Sm”‘pl'q".U..-....'-. > S PP ELSSLISIIPIEPeIre 5 094001

Tot&l Liabilitieu--..-----...---..--.-QlBB 026 12

The compeany'™s operating revezues aad operating expenses
fox 1930, Ter 1931 and for eleven months exding November 30, 1932

have been as follows:

= 1l mos.
1832 :

$15,214.70:513,265.27

‘ 1930.
Onerat: eveaues:
R-1-B Cozmerciel éaraings. ......1§13,601.07
Operating expenses: .
Sovrce of supply expense......... - : 2,22
Pumpirg lebdbor, expenses, efC....: 2 349.58' 2,540.66: 1,118.32
Transmission & distridbution exp.: > 630,672 679+ 74: 4£5.92
Repairs to trans. & Aistr.ceeeaet 424.87: 703.03: 48%.51
Collection and PIOMOTIOR.crecess: L,313.85: 1,082.52: - 843.70
Ge ml...l."........t.b.l...'.- 2,405067: 2’912022: s,llz.zl
Taxes..-Q...............OCOOOOCCD 708.74: 541.@: 660.00
DQPreCi&tiOho---.-o-o------o.o.o- l’%O'oo: l’soo.oo: -
Clearing ACCOURYSeecscooncnncsnses - : - 3,068.79%
Total operatiag expenses...:
Net operating TeveluC.ceeescccessss
Non-opera'ti.ng revenue..-..;-a....-:
Gross coporate lnconCes...:
Leos-uncollectible bin-.......--. 45.79. 156065-

Balexnce availeble fox int...a 4=275.90 3 3:083.4o.$ 1 930 50

" Il ssjue o}

* Includes W.E:Davisy. s&lary for 11 mos at @225-*2,475 00
Lutomobile expease -, 593.79




In £tz pevition applicent reports that it expended for
capital purposes during 1931 the ﬂum.or $5,840.18 and Irom.Ianuary
1, 1932 %o October 1, 1932, $3,125.47, or a totel of $S,965.65.

Te have made an anelysis of the compaay's coagitruction
and operating expenses. *3 construction expenses inciude £740.50
waich should de cherged to uwnamortized Qiscoun: and expense'on debt
($721.00) and to operating expenses (£19.50). A4Applicezt in its
£irst morteage covenants thet 1t will during the year 1932 redeem
a $1,000.00 bond or invest $1,000.00 in its properiies, against
which it will not issue any bomds. It has not redeemed amy bozds,
but has invested $1,000.00 in propexties. The $1,000.00 should
therefore be deducted from the amounts of construction expenditures
against whick bonds may de issued. The company's counstruction ex-
pexditures for 1931 include $1,181.85 for senerél overhead purposes.
This amount was transferred during the yeax fronm operating expenses
to Tixed capital accounts. The amount so transferred is, in oux
opinioxn, excessive. Not more than oze-zalf of Thlis amount, or
£590.92, should be charged to fixed capital accountz. The rexsinder
should have been included in operating expenses ead shouldld aow de
charged to surplus.

The compexry iz 1ts balance sheet as of Novexmber 30, 1932,
shows & surplus of $5,094.01, waick, however, is over-stated because
the coxpany has cet up 20 depreciation for ;932. Oa the other hand,
1% has included in operating expezses £1,425.00C whick 1t now Iroposes
to cherge in part to ceplitel account. As sitated, it transferred Irom

operating expenzes o capital account during 1931 the axmevat of

£1,181.85. Making the adfustmeats to whick reference hac been made,
results in 2 corporate surplus of $4,533.59.




The company's operatizg expenses lor 1932 stow an extro-
ordinary increase. During this period it paid fts president $250,00
per month; its ensinéer and maneger $225.00 per month; its secretary
$100.00 per monthk; and its bookkeepef £75.00 per moatk. This company
is paying too much for execuﬁive management. The matter was Qis-~
cussed wlth the president of the company, who by letter advises us
that it is the inteation of applicant to effect a saving of adbout
$3,000.00 in the compenyTs 1933 operetions. IL ‘he donds whick ap-
plicant has beenlauthoz_ied to isszue, together witkh the donds which
it now seeks permission %o issue, had bYeea outstandirg during 1932,
1t would 2ot have earned its boné interest. This situation Tesulls
from the relatively larzge office peyxoll dwring 1932. The ordex
herein will suthorize eapplicant to issue $4,000.00 of additionel
bords, dut only upoz conéition that the company will file a duly
and lcgﬁlly executed reso;ution 02 i%s Roard of Directors in which
the.company agrees that Lt will reduce 1ts operating expenses Ior
1933 by at least 53,000.00, arnd that in gezeral the said reduction
in operating exrpenses will be accomplisked by reducing the gezerel
office expeznses, rather then by & reductioz iz actusl operating

and meintenance expenses.

CRDER

Sonona Water & Irrigation Co. having applied to the
Commission for permission to issue $9,000.00 face value of its first
mortgege bornds, the Commissicn heving considered applicantTs request
end belrg of the opinion that this is a matter iz vhich 2 iublic

heaering iz not xecessery, thet applicant should be permivted o

issue not excecding £4,000.00 of caid bonds, that the xorey, property




or labor to de procured or palid for Dy z2id bonds iz reasozebly
required for the purposes herein steated, that such purpoces are o

‘r. whole or in part, reasonably chargeadle to operating expernse

to income axzd that this epplication, iusofer as it involves the Lssue
oz $5,000.00 of dords, skould be dismizsed without prejudice, there-
Lfore,

I IS ZERERBY ORDERED, as follows:

1. Sonoma.watet & Irrigation Co. 2y, on or beforec Juze
30, 1933, issue and sell, at zot less thaz g7-1/2 per ceat of their
foce value and acerued interest, $4,000.00 of Lis Tirst moxtgage
six per cent boxnds and shell use the proceeds realized from the sale
of such boznds +o pey the indebtedzness set forth iz the fcregoing
balarce sheet and to reimbdburse its treaswsy on accownt of income ex-
peﬁded zor additions and betterments to its propertiecs.

2. The authority hereixn granited %o issue sald donds wihll
not become effective wntil fifteen (15) days afier the date hereof,
por wntil Sonome Water & Irrigetion Co. hes paid the minimum fee
prescrived bY Section 57 of the Pudlic Ttilities Act, which fee is

mrenty-rive ($25.00) Dollars, zor until Sonome Tater & Irrigation

Co. hes filed Witk the Commission, in satislactory :o:x; 2 duly and

legelly executed resolution of its Boerd of Directors, iz whick said
Soronme Weter & Irrigation Co. agrees that'i:':ill reduce itz oper-
atiag expenses for 1933 By at least £3,000.00 and that iz genersl
the said reduciioz iz operating ezpeﬁses will be accoxplished by
reducing the gezeral orrice experses, rather thaz by a reductiozn in
actuallope:ating and meintenance expenses or & reduction iz depre-
eiation charges.

3. This application, insofar zs it involves the lssue of

35,000,00 of bordz, iz hereby &ismizced without prejudice.

Se




4. Applicaat shall keep such record of tre issue 02 the
‘wonds herein authorized and of the disposition of the proceeds as
will exable it to file, oz or before the 25th dey of each monik, &
verified report as required by the Reilroad Comxission's neral
Order No. 24, which order, iznsofar as applicadle, 45 made a pert of
thiz oxder.

DATED at Sen Francisco, Califorxia, thic 23 day ot

Januexy, 1933. |

(07

L X / &t ALLAL

| ////;%L

Commicsioners.




