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Decision No. 22 : M t'

BEFORE THE RATTROAD COMMISSION OF THE
STATE OF CALIFORNTA

In the Matter of the Application of )
SORCMA VALIZY WATER, LIGHT & POWER CO. )
for permission to purchase the SOROMA )
CITY WATER WCRES, the SONOMA VISTA )
WATER COMPANY and the OYBRIER RANCH; )
apd for permission to issue bonds ; Application
)
)
)
)
)

against the combined properties and to Bumber
construct a dam for storage of water Co37
for both domestic and irrigation puxrpo-

se2 and to operate these properties as

one and to extend the distributing sys-

toms of the three companies.

E.A. Encell for applicante.

BY THE CQUMISSION:

OPIXNTOBR.

The Railro:n.& Commisaion is asked to make an order authorising
the transfer to and tb.o purchase by SONOMA VALLEY .m:m. LIGET & POWER
COMPANY of the public and non-public utility pro;pea.-t:!.ea of the SOBGMA
CITY VATER WORKS, SONCKA VISTA WATER CCMPANY and the O*BRIER RANCH; the
execution of a morigage by SONOMA VALLEY WATER, IIGHT & POWER COMPARY
to aecu:r; the payment of !“;6260,000.00 of firet mortgage 8 per cent.
30-year bonds, and to issue and sell said bonds, and the oonatrmt&o;
of a dax and other mpbtoments. Hearings were had on this appli-~
cation before Examiner Satterwhite on April 16th and May 17th.

Tt is proposed by those interested in this application to
consolidate mnder one ownpership the public utility properties now owned
and operated by Sonoma Valley Water, Light & Power Company, Sonoms Clty

Water Works apd Sonoma Vista Water Company, and to augment the water
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supply of the consolidated company by building a dam at or below the
junotion of Lexmox and Cerriger oreeks. The conmstruction of a dam at
that point will store water im which the O'Brien ranch has an interest.
It 18 therefore proyosed to acquire this ranch conslsting of approxi-
mately 998 acxes at a cost of $50,000.00 and thus sescure unquestioned
control of the dam site and water rights appertaining to the ranch.
About 100 screa of the ('Briem ranch are necessary for the project. It
is urged that the owners of the land refuse to sell the nedesmy aore-
age for the reservoir separate and apert from the entire ranch. O.R.
Wagner has appraised tho. O'Brien ranch properties at ﬁo.oo an acre,
‘while R.E. Child, consulting engineer, in applicsnt's Exuibit "B" es-
timates the water rights on Carrigexr Creek, Lemnox Creek and ajiu:ings

on the ranch at $33,500.00. He estimates the minipmum yield of water
at 1600 sore feet per sxmum. The record shows that his estimates

are not based on asoarate stream flow measurements, nor has the amount
of flow of any of the springs, which is to constitute a large prop.ortion
of the total supply, been scourately determined.  The most that oan
be said in this conpection is that the purchase price of the O'Brien
ranch does not appear unreasonably high.

The Sonoms Valley Water, ILight & Power Compeny was orga-
nized in 1910. It reports $100,000.00 of stook outstanding, all of
which, exsept directors!? shares, i8 owped by Wilfred Chéatpr. The Pro-
porty is said to be fres and clear of any enmcumbrances, other thsn the
last semi-annual taxes. The property of the company is reported to
copsist of 304.5 acres of land located one mile west of El Verano, &
town lot in Sonoma, 2 franchises -one‘ from the city of Sonoma and the

other from the County of Sonoms, Iwo small intakxe dams on Carxriger

Creek, 1/2 mile of B-indh casing apnd 1/2 mile of 4-inch wood stave pire

leading to the storage reservoeir, s 10,000,000 gallon stone and concrete
reservoir for storage purposes, 1/2 mile of 8-inch casing and 3-1/2

miles of S-inch wood stave pipe leading into and through the town of
-2~ 419




Sonoma, 3 miles of 4~inch wood stave pips, 1 mile of 2-inch cast-irom
pipe, 300 feet of other cast-iron pipe, together with ocomnections and
latersls for about 170 consumers. The testimony and reco:d shows that
this water plant, taken as a whole, 18 in a poor state o rﬁpair and
operating condition. The reservolr cannot be uwsed in its rresent con-
dition, ~practically no Service is rendered in the town of Sonoma and
the company inastead of serving 175 consumers, has but 76 and during th;
past few yesrs experienced consideradle trouble in giving Proper ser-
vice. to these.

Louisa V. de Emparan and iarie V de Cutter, co-pariners, doing
busineas under the firm name and style of Sonoms City Water Works, ask
permission to sell to Sonoma Valley water, Light & Power Company certalin
properties for the sum of $$0,000.00. Tho'proPert:oe-oonsiat of 280
acres of 1§n& and a'watgr system supplying the City of Sonmoma. The
 sonroo o? supply for this system is the "Lachryma Montis™ apéing located
on the Vallejo rsuch pear SONOMS&. Tho"disfribuxing syétom is confined
to the City of Sonoma. About 260 services are oonnedted with the sys-
tem, approximafoly 70% of whioch are metered.
| Tne Sonoma Vista Water Company asks permisaion to sell its
properties to the Sonoma Valley Water, Iiéht & Power Company for $10,650.
It aupp11os & distriet adjoining El Verano on the north. It obtaina
ita water supply from two wells, which are reported to run dry gonetines
during the summer. There are 120 services on the system, of whioh
about 8%% are metered. )

It appesrs from the record that B.tmnnnrhnm.haa oytions on
the Sonoma City Water Works properties, the Sonoms Visis Water Company
and the O'Brien ranch, and that he has sgreed %o assign his oy}idnat to
the Sonoms Valley Water, Light & Power Company for $10,000.00. The

total payment for the rroperties, exclusive of the $1o.ooo.oo, is

$120,650.00.
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The three water systems have 456 services. An appraisal
of the properties, other than the lands, to be consolidated has been pre-
pared by R.E. Child. The land has been appraised dy O.R. Wagner of
Sonoma. Including Wagner's land appraisals, R.F. Child estimated the
reprodustion cost new of the properties at §336,957.00 and the reproduc-
tion cost less depreciation at $297,673.00,' In making his appraisal,
ReE. Child gave no comsideration to the properties which would be aban~
doned if the companies were consolidated. Following the hearing, a
statement was £iled in which R.E. Child reports that $32,627.78 Tepro~
sents the reproduction ocost less dépreciat:!.on of property that would be
abandoned a8 a result of the conmolidation. Deducting the $32,627.78
from the $296.673 00, leaves s dalsnce of $264 046.22. This last-named
amount includes an allowance of $96,367.00 for land and $83,000.00 for
tranchisoa and water righta. Deduoting theae two amoﬁnta from the

%264 045.22 leaves $86,5682.22 for structures, transmission and distridu-~

tion pipea and propexties.

| In his report, applicant's Exhibit "BV, R.E. Child suggests
that the company construot a dam 95 feet high at or below fho Junction

of Lennox and Carriger oreeks. He believes that this can be built at a
coat of $120,0Q0.00 and that with some winter and early srxing irrigition,
‘at least 1500 acre feet of water would be avallable for sale per annum.
He further suggeats that $40,000.00 be expended for the imstallation of
irrigation pipe Iinéa, $9,000.00 for improvementas to the domsstic watexr
system and $20,350.00 be allowed for miscellaneous and legal 6xpennes, -
making a total expenditure of $189.350.00‘£or construction and miscella~
neous purposes. To scquire the properties of Sonoma City Water Works,
Sopoma Vista Water Company and the O'Briem ranch, wunder a:isting'optiona,
tb;:cdm'pany, ‘as stated above, will have to spend at loaa‘t‘ $120,680.00 &ddi—
tional, or a total of $310,000.00 for the asquisition of the properfioa
and the construction of tho dam and other improvements suggest by'R.E,

Child.




Sonoma Valley Water, ILight & RPower Company a&sks permission to

exocute a mortiage securing the payment of $260,000.,00 of Lfirst mortgage
8 per cent 30-year bonds and sell such bonds at not less than '90‘,‘% of
their Tace value and a.oc&:nod interest. If s0ld at 90, the bonds will net
the company $£34,000.00 or $"zé,ooo.oo less taan the amount required by
it a.coording to present oatimatoa. .A.dding to this amount the interest
on the $260 000.00 of bonds, which interost the company will not earm
during 1921-22, & sum of from $90,000.00 to §100,000.C0 will result,
which amount the company will have to raise from a source other than the
gale of Lts bomds. No detailed estimstes of the cost of the proposed
dam have been submitted, and it appears that no Dborings have been made to
determine the depth and the character of bedrook where it is proposed to
construot the same. It is obviously impossible to accurately estimate
the cost of the comatrustion of the dam without such information. The
Commission can mot yredicate an order suthorizing the conatruction of
the dam, on the information submitied by applicsnis.

It is urged that 1f this application is granted, the Sonoms.
VYalley Water, Light & Tower Company can secure the funds, other than the
$234,000.00 from the sale of the bonds necessary to scquire the properties,
construnt the dam and for other parposes, from the sale of preferred stock,
the sale of non-operative property and from the sale of wood and rock.
Teatimony has besn introduced showing what profits might be realised fiom
the sale of wood and that there will be & demand for rock for street pa-
v:ing and highway comstruction. It also appears from the record that
$30,000.00 has been offered for 900 acres of the O'Brien ranoh. ono-hnlf
to be paid in cash and the balance %o draw interesat at the rato of 6 per
cen per anmum; and that another offer of $36.00 an acxe for the land not
neaded for the reservoir site has been received. The offer of $35.00 an
aare is practically the same as the $30,000.00 offer. Eor the non~opera-
tive properties of Sonoma City Water Works au offer of $60 000.00 18 said
%o have been recaived peyable at the time the property oan be 801d by
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those maXxing the offer. The parties who nade this'ofthr agree to paf
the same rate of interest on the $60,000.00 sa the company pays interest
on 1ts bomds. It is evident that the only offer made <that can be re-
dusced #o ax immediate cssh basis 1s that for the O'Brien ranch, whioh .
will net the company $15,000.00, a sum wholly insdequate to enable those
interested to carxy forwara this project sxpeditiously.

There appears 1o be cohaidertble merit in the consolide-
tion of the properties, provided it is done expeditiously and ooonomioal-.
1ly. The plan submitted by appliscante does not carry with it any assu-
rance that the dam, the irrigation system and ianprovements will be con-
gtrusted without any undue delays. Ir our opinion, the consolidation
of the propertios.and the construction of the improvements haa only been
partially financed. The suggestiox has been made that preferred aﬁook
might be 80ld to raise some of the necessary funds. Tﬁa application
nowever was xnot amemnded t0 cover the issue of preferred stook..

It ocours to us that some of the money necessary to com-
plete this project should be secured either through an aasoaaﬁent of the

of Sonoma Valley Water, Light & Power QQE?mny

present stockholders,/ or The s8ale or stock, OX bo The present out~

standing Btook is, we believe, out of proportion both as to the invest-
ment made by 1t8 owper®aDd the Tegsonable valn of the mroperty. The

greater portion of the outstending stook should be cancelled, or the
present ownera contribute a sunstantiasl sum to the enterprise without the
issue of any additional stock to them. 7o properly establish thia
vusiness, approximately $100,000.00 should ve secured from the present

or prospective stockholders, and until a satisfactory showing is mede

thet such ax amount can be secured from them, mo order suthorizing thyi

1gsune of ‘the bopds will be made by this Commission. In view of this

copclusion, it is not nesessary to consider the provisione of the proposed

mortgage or the detaliled purposes for which it is desired to expend the

proceeds.from the sale 0% the bonds.
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SONOMA VALIEY VATER, LIGED & 2OWER COMPANY having applied
to the":&a:!.:l:noa.d commission to execute & mortgage to secure the paymexnt

.-«-.__

of $260,000.00 0f 8 por-cent: 50-your bonds aad to 1ssue and sell il
bonds for the rurpose of paying in part tho purchaae prioo of the
properties of the Sonoma City Water Works, the Sonoma v1sta Wator-~f“
Company and the O'Brion ranch, and the cogt of constructing & dam, &n
irrigation system and other improvements, and the owners of the Sonoma
City Water Works and Sonoma Vista Water Company having asked permis-
sion to sell their properties, public hearings having been bhold and the
Commi 8sion being of the opinion that Sonoma Valley water, ILight &
Power Company should secure at least $100,000.00 from its present or
fuiure stockholdsars as & condition precedent to the issue and sale of
vonds for the purposes mentioned in the foregoing opinion,

T IS HEREBY DECLARED by the Railroad Commission of the
State of California that 1t will not authorize Soxoma Valley Water,
Light ‘% Power Company to issue $260,000.00 of bonds for the purposes
mentioned in the foregoing opiniocn, antil said company has secured in’
cash at least §100,000.00 from its present or future stookholdexs. If
the compsny intends to secuxre any of said $100,000.00 through the
sale of stock, & proper application for permission to issue and sell
stock must be £iled with the Commission. When Sonoms Valley Weter,
Ligat & Power Company has secured at least $100,000.00 fron present or
futare stockholders, the Commi ssion will makm the necesgsary ordex in

this proceeding authorizing the isaue and sale of the bonds and trans-
for of the properties referred to in this application.

DARED at Sen Francisco, california, this -2 day of
July, 1%2l.

COMSS IO&%P‘S




