Decision No.  b—

BEEORE TEE RATLROAD COMMISSION OF THE STATE OF CALIFORNIA.

In the matter or the application
of SANTA MOXICA WATER COMPANY fLor
anthority to issue $500,000.00 1n
bondz.

Application No. 1047.

"% % A% RY

Hexrbert J. Goumdge, ror Applicant.

LOVELAND, Commissioner.

. OPIXNIOX

This ié‘an application by the Santa NMonica Water COm-.
pany for auxhoricy to 1seune $500,000.00 of fLive per cenx-bonds
to be dated May 1, 1924 and to mature May 1, 1944, and To be se-
cnred by & trust deed to Citizens Trust and Savings Bank of Tos
Angeles.

Tt is proposed to use these bomds ror the rollowing
purpoces: -

7o ratire outstanding issue of

vonde, dated July 1, 1907, ceceeee$260,000.00

For sddaitions arnd betterments
to applicant's plant apd Syetem, eeesesse.. 96,075.04

7o rotire notes payable, cceevccececccas .. 95,271.62
To pay off accounts payadle, 68,.655.%4

Totan..------...-..---o- ---------- - O0,000.00

wr. R. ¢. Gillis, who owns $333,000.00 oF applicanx’s

£$500,000.00 of stock, and who 21so owns the outstanding issue of
4260,000.00 of avplicant’s bomds, has made & written proposal to
Santa Monice Water Company im whickh he orrers to take the
$600,000.0¢ of new bonds on the fLollowing basis:-

$250,000.00 in exchange for the

present outstanding issme of
$250,000.00 0of bonds at par.
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sutficient bonds at 95, on dehalt

of Santa Monics Tand and Water Com-

paxny, of which Mr. GIllis owns

practically the entire capital atock,

to ligquidate the indebtednesse due

that company in the Sum O0f cececvecnse .F 85,771.62

Enough boxnds av 95 to liguidate the

spplicant’'s indedtedmess to the Bank

of Santa Momics and the Boca Land

Company, in the TOTal Sum O0f «c.ccecccscecees 9,500.00

Erough bonds at 95 to ligquidate the
applicant's outstanding sccounts pay~
ablo in the m Of Y Y R EEEEEEE X NI I I W A N AR BN AN 58.655.54

Enough bonds at 80 %o provide Tor the

necesssry additions ard betterments

quring the years 1914, 1915 ana 1916

{n 1nstellments in the total ST OF eececesce_ 96,073.04

L -%56,000‘-00

Tt 43 stipulated rurther by Mr. Gillis that he shall re-
coive no iurther commisgions beyond the discounts above noted.

Sante Momica Waster Conpany supplies what is termed 'cho
¥orth site of Sante Monica and certain territory lying .ou'csido
oF the city limits, including a foothill section North of Ssx Ve-
cinte Poumlevard, Sants lMonics Canyom asnd The town of Westgate.

Tt ic one of four compsenies serving the city of Santa lMonica. The
other companies are the Irwin Heighlts Water Company, the City Wa-
tor Compsny eand the Ocean Park Weler Company.

It 15 estimated by applicant that Santa Monica has &
poyrlation of 15,000. persons. Ixn soerving 3.,'159 consumers, the ap-
plicant expresses the belief that it has a.pprox:.ma:cély @e-tﬁrd'
o¥ the water pstroms or the ¢ity. It serves 145 patrons outside
0 the ¢ity limi‘.:s' o¥ Santas lMonicsa.

| The water supply 5.5 ovtained rrom wells. The water is
1ifted to an elevation and stored in reservoirs upon the hills.
Yew regservoir racilities are in contemplation. Lpplicant’s plant
consigts of wells, pumping equipment, purification systen, dig-
trivution systenm, sexrvices, mete:rg, eto.

Applicanut asserts that the value of these properties is
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$427,5643.00. Amomg these properties is an eight Loot concrete
celsson well with borizomtal laterals. It has been drilled to

8 depth of 142 feet with an outeide dlameter at the bottom of
eleven feet and six inches. The applicant states that this well
res beex tried omt during the last eight yesars.

Toe applicant asks thet The value oF thne water produced
rrom this well be established upon the basis of $1,400.00 per mi-
ner's imch for 167 inches. In this way, the applicant sssumes &
‘va.lu.e for 4ts water developmernt of @3&,800.00. and, adding this
to its appraisal oi’ its other properties, contends that the value
of its plant is 4‘661 343.00.

At theo hearing, applicant asked what additionsl value.
be recognized or "going comcera’.

For The yesr exnding December 3L, 1913,. Szxta Monica Ta-
ter Company's gross esrninge amounted to §52,083.65. A.f;c:er pay-~
ing operating expenses, interest, rent, etc., & deficit ¥or the
yeaxr was reported in the sum of $8,581.89. For the Zive yearlpor-
iod from Janmary 1, 1909 0 Decem‘ber 3L, 1913, applicant'’'s opera~
tions resvlted in a deficit of $7,848.89. Applicant reported om
145 books, however, as of Decembder 3L, 191%, a surpluz of
£88,663.61. It was explained that $70,000.00 of this surplus ac-
srued through the dorpation oF & distriduting systenm in a séction
contiguous to Sants Momice. |

It would appear, thereiore, that tois company has not
been earning & sufficient smount to take care of a.ddi'cional obli~
gavions. The company's esrmings increased Irom the sum of
BBL,257.69 in 2912 to $52.9é4.38 in 1913, chiefly by reason of .
the ‘ins’calla:cion, of meters and the substitution of meter rates
Tor flav rates. _ |

It 43 estimated on beha.lf of the applicant th.a.t 11:3

earnings for 1914 will amowe? 't:o ceres .......$ 60 000.00;
that 1its operating expenses will not De
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plicedle to imterest and depreciation. The compa.nyvestimtes

that its interest requiremente will not exceed $20,000.00 for
1914. | | | | |

Thile such earning power may develop, I do not vo-
lieve this. Commlselon wonld be Justified in assuming éuch sz
earning power &s & certainty at this time.

:L"he proposal to roefmmd the outstanding bonds iz the
sum of.:izzsp,ooofoo is based upon the desire of the applicant to
meke 1ts new issue a £irst nor'tgé.go upon all of its propertieé;. :
As 81l of 1ts bonds are mow in the hends of its chief stocknola-
exr, Mor. Giilis. ucb. & substitution is practicabie. I see no‘
reason why this should not te done.

,me 'applica.nt nasg a.gl:e&_.f.’o: authoritﬁr. also, to 1seue
vonds to provide the sum of %‘9;,07.’5-.04 for the purpose of making
swer s.ddi.tion., and betterments to ito dis tribnting system as
will be required durf_ng the year'-* 1914 1915 and 1916. It is
not the purpose at th:.s* time to issue more than sxre needed fo:r.'
immediate improvement..,. Some of these imrovements calling "’or
large expenditures will de deferrea u:nts.l 1915 ox 191é. A

The spplicaxnt has £iled a3 Exhi'b;.‘t "CT in connection
witn thoe apnlication horein ite schedule of projected- improve-
moxnte for teais tbree-yeax ;period.

At the hea.ring it was. stated iz tes'ci.mony tha.'c the
recru:.remems of 1914 wonld entall tho axpendimre of oxly
$2,800.00.

I recommend, therefore, that the a.pplican‘t be gs:v'en
anthority to 5.ssue bonas for tae reqnired additions and botter~
ments d'aring 1914 in the swm of $2,800. 00.

Among the notea paysble listed in the sum of 4‘95 27, 62
sppear notes due Santa Yonica Laxrd and Water Company, con:trolled
by the iaentical interests whicn. control the Sants Monica Wa:tor
cOmps.n.y, ‘amounting o .,,85 772. 62. There appears- also a note
oz .;’;’EA»,OOO.oo duve the Boca Tarnd Compaxy foxr water. This ié avi-
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doxtly an one:catine; expense. |
I believe for the presen‘t the sum due the Sants Lond -
ca Lexnd ané_; v'\'d‘a.ter c:ompa;;y may bo a.llqwgd to remg..ﬁ; :;.p. its presf

ent comditiom. Tre relationship beiween these two _corpo;-a.'cions

makes 4t ina&visa‘ble to aunthorize an isgsue of bords for 'tb.ié

purpose st t‘his ‘t:.'z.me. |
_ I shall rocommend, therefore, that the a.pplicant be
allowed vo is**ne bonds for the purpose of refunding the remain-
ing note payable which is the note due the Baxk of Santa Moni-
ca dated ‘December 1, 1912, interest at 7%, for the. sum of
&3, 500 00. | | | , L
I £ind that all applicant’s accounts »pe.yabio. $22,72L5€;.
are due the Santa Ifonica Taxnd and Ws.ter COmpa.ny and I me.ke the
sawme recommenda ion a.s To this item as to the notes due the Sen-
ts Mon:.ca._I.a.na sad Wa?er'c:qmpaw. Of the :-ema.izd.ne; ac,qom'ts ;pay-
able, in the suﬁ of %5,930.98. I recommend that suéh_pprtién
thereof as may be properly chargeable to capital accomnt be in-
cluded within t}:'xe purposes for which bonds may be icsued.
Atl‘\_:bq.hpa.?mg.' the apglica.nt‘wa.s reg_'_o.ésted _1:<>  segro~
gate 's.ts‘a.q_com‘tsv peyeble so that the Commission might determine |
what portion thereof coﬁstitu‘ted Proper capitai charges. "'he
deosired m:’.’omtion has 0ot beex 3upplied gnd 't:he Order herein
will, therefore not a.'a:chor:.ze bozds to discharge applicam's ac=
counts payable. When the applicent files a proper segrge;s.tion.
showing what portion of its accomnis pa.ya.blé s.:r.e. .propérlyv chai'ge-
gble to capital sccomnt, s Supplemental Order will 'bé issued .au-
thorizing an issue of bords to 1;.cj,'aiaate the ind‘q'bteanéss.v
An. important comnsideration which enters int-d t‘{_@e deter-
mingtion of this matter llesc iz the established earning power 61’
this corporation. R
| The pe‘ti'tion for an increase im the applicant s “oon&ed
debt 43 made im the face of the Lact that the e.pplicant ha.s boen
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operating &t s loss over the past 2ive year period and in the face
of +the further fact that its deficit for the 'pa.st- year amounted to
£8,381.89.

4 rostriction wpon the issue of bonds, as herein recom-

mended, would require that the Santa Monice Laxnd and Water Company
cerry for a furthor time the indebtedness due 1t amownting to
$108.495.98. A8 the chief stockholder in the Santa MMoxnica Water
Company controls the Sente fonfcs Lend and Water Company, this ar-
rangenent is lorgely ax inter-compaxny aflfalir.

Avplicant's attention was directed to cextain features
in 4ts trust deed which it intonds to slter, including the sink-
ing fund end the callable festures of its bonds. For that ressom,
the approval of the trust deed will be withheld wrtil the amended
document ie Liled. /

I recommend, thorofore, that the s.p;'plication”be graxnted
in those par‘ciculaxg noted and denied a3 to the other vf‘ea.tu:res a8
Indicated.

I submit herewith the following form of Oxder:-

ORDER

Sente Momica Tater Compeny baving applied to this Com-
nisaion for authority to issuwe $500,000.00 of 5% thirty year dbonds
for the purposes as appesr in The ghove OPmion‘;

Ang @ hearing having been held; and 1t appearing that
certain itens Lor wkich the applicant herein proposes to issue
boxnds a.ée not, in wholoe or in pexrt, yroperly chargeadble to oper-
ating expenses or %o income; : o

IT IS SEREBY ORDERED: Thet Sants Momics Weter Compsny
be giver aunthority, and it is herebsr given aunthority, to iséne. its
2ive per cent tudirty year bonds for those certam' éurposea in the
s of $2$’7.000.oo. '

Said aunthority is given upon the following corditions
and not otherwise:-




(1) Tho bonds horoin suathorized to be issued shall be
izsuod only after this Commission shall heve approved an amendod
trust deed whick shall be F£iled by Ssntae Ionfea Tater Compeny.

(2) Said bonmds chell bo issued for the following pur-

03505 and not otherwise:-

(&) TIn oxchonge for $250,000.00
of applicant’'s oultstanding '
bonds dated July L, 1907.-.... voeonea$p250,000.00

(b) To provide for additions and
bettorments to applicant’s
2,800.00

(¢) Mo rotire a note due Bank of
Santa lionice, dated Deocomber
1, 1912, with intorest 8t 7%,........  3,500.00

3256 ,500.00

(3) Tze bonds in tho sum of %250 ,000.00 %0 bo'iésued
in omchange for other bords shall bo isswed ot par, bdond for
bond. '

(4) A1l otbor pomds shall be sold by 2pplicant 20 as
to met not less tham 90% of tko par wvaluwe thereof, plus accrued
interecst.

(5) The bords in the sum of $2,800.00 to bo uwsed by
applicant for additions and botterments shall bo applicd t0 suck
additfions and bottorments as shall bo hercafter spproved by this
Commizsion upon the Liling of such list of additions- and bettor-
ments, with the estimated cost thoreof, by tho applicant herein.

() Lpnlicent shall keop sevarato, true snd accuraie

accournts showing thoe rocoipt and application in detell of the pro-
coods of the sele of the bonds hercby suthorized to be iséucd:

and on or bofore tho 25tk day of each month the company shall make
vorified reports to the Cormission stating the sale or éales of
caid bonds during the preceding month, the terms and conditions
of the sale, tho moneys realizod.thorofrom. and tre ﬁse and awpli~

cation of such momeys, all in accordence Wwith this Commission's
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Genoral Order Is’o." 2%, waleh Ordor, in so far as applicadle, &
made & part of this Oxder.

(7) The suthority hereby given to isswo such bonds shall
apply oxly to bonds issuol by Saxmta lonicae Wator Comparny on or Dbo-
fore Jexuary 1, 1915. |

(@) The suthority horein given is conditioned ‘u.pon the
payument of the fee presecribed in the Fublic Utilitios Act.

The foregoirg Opinion and Order are horedy approved and
oxdered file& as the Opinfon and Order of the Railroad Commission
of the S'ta.te of California.

Deted a.'t: Sen Frencisco, Californis, this ﬁ ‘3/4 |
day of Nay, 1914.

fmc@ fac,wa;

Commi sionors -




