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Deci sion No. ___ ;:"_~_v_' _!_t, __ 

~ the Matter or t~e Applieat1o~ o~ ) 
SONOMA. WATER AND !RRIG~ .. TION COlt?ANY) ) 
tor autho:1zation tor the issuance ) 
ot six percent first mortgage gold ) 
bonds. ) 

BY TE:E: COMMISSION: 

OPINION 

Application No. 18604 

Sorto::a lla te::- & Ir:=1ga tiol:. Co. ask: :it ermi ssion to 1 ssuc 

and sell at 87-1/2 per cent ot t~e1r ~aee value and ae~~ed 1:terest 
'. 

$9,000.00 ot t1rst mortgage six per cent bonds ~o re1~u=se its 

treasu...'""Y in tlle sum ot $7)965.65 ta:: co:-porate ~'I.7:'pose$ a.::.d to 

tra.o.sact 1 ts business. 
/ 

Applicant !las o't!tstandi!lg $40~070.00 ot eom:::.o:l. aDd 

$100,000.00 of preferred stock. B7 Decision No. 23944, ~ted 

A~st 10, 1931, as amended by Decision No. 25253, dated October 

10, 1932, in Application No. 17460, the Co:=ission autho~1zed ap

plicant to issue $25,000.00 ot 1 ts tirst mor-::gege six :per ee!lt 

bo:ds. Its assets 8:<1 liab11it1ez as or November 30, 1932, were 

as rollows: 

1. 



F1xed eap1tal ••••••••••••••••••••••••••••••••••••••••••• ;134,~.62 
CU::-rent assets: 

cash ••••••••••••••••••••••••••••••••• $ 229.40 
Accounts rece1vable.................. ~,074.33 
Co~rst accounts receivable....... 2,488.52 
Mater1o.ls.~d. sU'PPl1es............... 280.65 4,072.90 

U~ort1zed s~oc~ discount.............................. 29 9 718.60 
TotaJ. Assets. o •••••• _ •••••••••••••• _ •• -$168,020.12 

I.. T A.BTI..ITIES 

Ce.:p1te.l. stock: 
Common ••••••••••••••••••••••••••••••• $ 40,070.00 
Preterred-S per ce~t ••••••••••••••••• ~OO%OOO.OO $140,070.00 

Bonded d.ebt •••••••••••••••••••••••••••••••••••• 0 •••••••••• lO,OOO.oo 
ACCO'CJlts payable: 

Auc1j,ted vouchers..................... 763.79 
Accounts payable..................... 42.57 
COnsumersT deposits.................. SZ.SO 
T~e$................................ 452.60 
serVice b1lled 1n advance .......... 0 •• _ _ 540..00 1,857.46 

Reserve tor accrued d.ep~ee1ation........................ 11,004.65 
Corporate su.~lus •••••••• _.............................. 5,094.0l 

Total L1ab111t1es ••••••••••••••••••••• i168,026.12 

The eo:::tpa.lly" S op era ting ::' evenue S a.!ld 01' era tins expen::es 

to:- ~930, to::: 1931 and. tor eleven !nO!lths e!ldi:lg Novem.ber 30, 1932 

have bee=. as tollows: 

: : : II moe. 
: 1930. : 193J. : 1932 

o"Oe-at1llg reve:l.ues: : : 0: 
R~i-B COmmercial earn1ngs ••••••• :$13,Q01.07:$l3,21~.70:$l3,265.27 

Operating expe.:l.Se$: : ' : : 0 

Source ot sup1'17 expense •••••••• : : - : 
Pam.p1:g labor, expe::lSes, ete •••• : 2,34:9.58: 2,540.66: 
Tran~lss1on & distribution exp.: 630.67: 679.74: 
Repairs to trans. &. d.!st= ••••••• : ~24.87: 7030.03: 
COllection an~ promotion •••••••• : l,313.85: 1,092.52: 
Gene=al ••••••••••••••••••••••••• : 2,405.67: 2,912.22: 
T~es ••••••••••••••••••••••••••• : 708.74: 541.46: 
De~:r:eciat1on •••••••••••••••••••• : l,500.00: 1,500.00: 
Clearing aecounts ••••••• ~ ••••••• : : : 

Total. ol'erat1:Jg expenses ••• : 9,333.3"8: 9,969.65: 
Net operating revenue ............ : ~,261.o9: 3,245.05: 
Non-opera t1ng revenue •••••••••••• : 55.00: . : 

2.22 
1,ll8.32 

45.92 
~.51 

. 843.70 
5,ll2.31 

560.00 

3,058.79* 
ll,ZS4.77 
1,930.56 

Gross co:=-porate inco::.e ••••• : 4,322.69: 3-,245.050: 1,930.50 
Less-uncollectible bills ••••••••• : 45.79: 156.65: 

Bal~ce avn~ble tor 1nt •• :~ 4,216.90:$ 3,088.40:$ 1,930.50 

* Includes ·W~:a:;.Dav.:::.s!:.saler,y:tor 11 mos a.t $225-$2,475.00 
A::lto:.obUe expc::lse -, 59S.79 



In its petition ap~lieant reports that it expended tor 
cap 1 tal ptt:'Poses dur1,ng 1931 the sum ot $5,840.18 a:ld trO::l. J'e.nua."7 

1, 1932 to October 1, 1932,$3,125.47, or a total o~ $8,955.65. 

'We he.ve made an a.:luysis ot t2:.e eot:po.:lY's eO!l.otructioIl. 

and operating expenses. Its eons~etion e~enses include $740.50 

which should be charged to ~0~t1zed d1sc~t and expense on debt 

($721.00) and to operating expenses ($19.50). A~pl1cant in its 
,. ... ... . . 

t1rst mortgage covenants tllat it will during the yeu 1932 redeem 

a $1,000.00 bond or invest $~,OOO.OO in its pro~erties, against 

'1l'h1ch it Will not issue aJ1y bonds. It has not l"edee::led an'Y 'bonds, 

but has invested $1,000.00 1!l pro:.yert1es. '!.'he $1,000.00 should 

there~ore be deducted tro: the amo~ts ot cons~ct1on e~nd1tu:es 

against which 'bonds r:J3:1 be issued. The co::.pa!lY"s construetio:l ex

penditnre~ tor 1931 ~clu~e $1,181.85 to= general overhead pu.~oses. 

This amount was tl"ansterred. during the yea: trom o:perati!lg expC!lses 

to rued eapi tel accounts. The amount so t:oansterred i3, in o'U:' 

o;P1nio::., excessive. Not :mo:oe tha:. one-hal~ ot this a::lO'U!l.t, or 

$590.92, should be o~arged to fixed capital aeco~tz. The ~e:aiDder 

s~ould. b.e.ve 'been ineluded in o!)erat1ng expenses e.:ld s;o.ouJ.4 :1071 be 

charged to surplus. 

The COI:lpe.J::.Y 1:1 its balance sheet as o'! Nove::."oer 30, 1932, 

shows a surplu3 0'£ $5,094.01, Which, however, is over-stated because 

the co~ny has set up no de~rcciation tor 1932. On the other ha:ld, 

it has included i~ ope:-~ti:g expenses $1,425.00 ~h1eh it now ~~ose$ 

to c~e:ge in :pa:-t to 001'1 tal acoot1.!lt. As stated, 1 t t:'o.::.s:ter:red :rom 

operating expe~es.to capital aeeOll:l.t du::1ng 1931 the a:lO"Ci:lt ot 

$1,l61.65. 'l\rill1dne the adj"c.st::::lcnts to whioh :oeterenoe ha.s been ::lade, 

=es'Ults in a co:oporate surplus ot $4,533.59. 

3o. 



z.ae eo~pa:y~s ope=~ti:g expe~sea tor 1932 show ~ extra

ordins.I7 i!lcrease. Dur1:.g this pe::-iod it l'e.1d itc president $250.00 

per month; its e!lg1neer a::l.e. :oa:ager $225.00 per :mo::.th; :1. t:;; see:-etary 

$100.00 ve:" :r:lO!lth; e.nd its bookkeepe:- $75.00 per I!lO!ltl:~. This co:rpeJlY' 

is paying. too much to': execut1 ve :cn:ag=c:J:~. The ::latter was ~iz

cussed ~th the pres1de::.t o~ the CO~~7 who by letter adv1~es us 

that it is the 1::.te!ltio!l o~ a:pp11ca::.t to ettect a sav~ or about 

. 
pl1cant has been authorized to issue, together ~1th ~e bonds wbich 

:1. t now seeks pe::-miss1o::. to issue, lJad bee::. outsta::.d1l::g du=ing 1932, 

it would !lot have earned its bo:.' interest. ~.s situation results 

:tram. the rela ti vely la:ge o'!t!ce :payroll during 1932. The ONe:' 

herein will authorize applicant to issue $4,000.00 ot ad~t1onel 

bond.s, but 0:::.1'1' 'C.~::. cond1 t1o=. that the eo:ap~ wUl rile a duly 

and lcga.lly executed resolut1o::. o'! 1 ts Boa=d or Directors in wbieh 

the cOmpany' agrees that i twill reduce :1. ts o:perati.ng expenses !or 

1933 by at least $3,000.00, a:.d. that i.:l ge!leral the $a.1~ re~uct1o:c. 

in operating e::Qenses will be aocomplished by reduclIls the general 

ort1cc expe:ses, rather than 'by a red.uct1o~ 1:. aetual operating 

and l:8.in tenance expenses. 

ORDER 

SOno:ce. !'ate= &: !:-rigat1o:l Co. =av1%lg ap~llee. to the 

Commi~z1on to~ pe=~ss10:c. to is~e $9,000.00 ~ace value 0: it= ~st 

:::::.ortgage bonds, the Co::::ml1zsion having co~1d.ered al'Pl1Otl!lt T s ::-e<;.uest 
.. 

and. be:1.J:.g: o! the o?1:l1on that tr.!s is a matter ill w"'...1ch e. :public 

heering is not ::.ecessary, that al':Pl!.eant shoulf! 'be permitted to 
" ' 

1ssue not exceeding $4~OOO.OO 0-: said bo::.d:, the.t t~e mo:.ey, r;::cpe:"C;f 

4. 



ill whole or in :part, ree.soDably chargeable -::0 o:perc.ting expense or 

to ,il:.co::e e:.d. tb.$t tJ:!s e.l'Plico. tio:., 1llso~e.r as it i:c.vo1 ves the issue 

0: $5,000.00 o~ bo:c.ds, shoul~ be di~s&ed W1tho~t prej~dice, there-

to:-e, 

!T !S EEREBY ORDERED, as tollo1:'s: 

1. Sonoma Water & Irnge. t10:1 Co. r:t!Y, on or 'betorc J'u:e 

30, 1935~ issue ane sell, at :.ot less th~ 87-1/2 ?er cent o~ the1r 

tace value and ae~ed interest, ~,OOO.OO o~ its tir=t mortgage 

six per cent 'bonds and she.1l use the :proceeds realized fiOtl the sale 

or such bonds to pay the i:.debte~ezs set torth i:. the tcregoi:g 

'balance sheet a:.d to re1:::::."ott:"se its treas:u::y on acco-w:.t or 1nco::.e e:z:-

~e:c.ded tor additions and bette=me:c.ts to its prope=t1ec. 

2. The a'C.thori ty herein granted to issue said "oo:c.ds T.111 

:c.o~ beco::J.e et!ect1ve ~t11 tit'tee:::. (15) days e.!ter the d.ate hereot', 
" 

nor ~t1l Sono~ Wate= & !r=1getio:c. Co. has pai~ the~1n~mrrm !ee 

:preser!b~d by Section 57 ot the Publie Utilities Act, wbieh tee is 

Twe!l.ty-five ($25.00) Dolle:s, :'0= u:.t11 SO:c.oc ~e.ter & Irrigation 

Co. has tiled wit~ the CO~$slon, in sat1stactory to~ a ~~ ~d 

legallY' executed ::esolutlon or l ts Bo.e:"d o! Di::-ectors, in wl:.1eh said 

SOnoI:le. Wa te:"' 8: Irrig:lt1o:1 Co. eg:-ees the. t 1 t '::111 reduee 1 tc o,er-

tl'~1ng expenses tor 1935 ~Y' at lea.st $3,000.00 cd ~hQ.~ in general 

the said reduction in operating e~e:ses will be aeco:p11shed by 

red\:.e1ng the general ottice e::cpel!ses, ratller tbal:. by a red:a.et1o: in 

aetual ope.:ating and =ainte:ance expensec or a reduction in depre-

eio.tioll clla:ge s. 

3. Th!s a:p:pl1co.t1on, 1nsotar as it involvcc the 1s:ue ~ 

$5,000.00 ot bondz, is he~ebY' dis~z:ed Without prejudice. 

s. 



4:. App11ca!l.t shall keep sucll reeo::,(t 0": tl::.e iszue o'! the 

'bonds :b.erei:o. aut:b.o::1zed. a:o.d or the disl'os1 tio:o. 0: the proeeeds as 

will e:able it to rile, on or be:ore the 25th dey or eaeh. ~.:c.th, a 

ver1t1ed ::eport e.s =equ1red by the Re.ilroad co ......... :t ssion' s Ge:eral 

Order. No. 24, which order, i!lsoter e.s Il~llco.".ble, is :nade a l'ert o! 

tb.1:::: ord.er. 

Janue....-y, 1933. 

4:z.£~. 
I 7 

Co:ml1 ss ioner:s. 


