Decision No.

BEFORE THE RAILROAD COMUISSION OF TEE STATE CF CAIIFOENIA

Iz the Matter of the Application of)
CALIFCENLL TARER SERVICE COLRANY, )
e corporztion, Tor (1) order )
authorizing the issue.or stocks and)
bonds; (2) order authorizing
-mortgage of cextain public utility
provperties and (3) jointly with
C. 2. Jackson, Chico Vater Supply
Company, & corporavion, Fort Costa
water company, & corporation,
Tresno City Tatexr Corpoxation, a
corporation, Visalia City Vater
Conpany, & corporation, Tlectric
Water Company, 2 cormoration,
Bekerstield Tater Works, & corpora-
tion, axnd Hermosa=-Redondo Water
Company, a corporation, respective-
1y, for oxder authorizing the pur-
chase and sale of cextaln pubdblic
utbility securitics and properties,
and jointly with Petalumae Power and
Tater Company, & corporation,
3elvedere Water Corporation, a
corporation, and C. B. Jacksom, Tor
order authorizing the purchase and
sale of certain public utility
zecurities and propexrties,
additional petitionersz.

application No. 1l35l4.
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BY =2 COLISSION:

SUSPLEVENTLL ORDER

Celifornia Water Service Company on March 24th filed &
petition in the above entitled matter wherein it asks theVCommission'
50 modily Decision No. 19467, dated larch lé, 1928, so as To permdt

the Califoraic Water Service Campeny to 4zsue and sell/girpar-to

L




Feceral Woter Serﬁice.Corporation $1,000,000.00 tace value of its
éﬁz percent urnsecured notes, payabie not later than February 1,

1933; t0 modify Paragraph Seven of said o}der 50 that any sum waich
must be charged to a suspeﬁse account be held by said applicant in
suck account subject to0 the further oxder of the Commission and o
execute a morigage and/or deed of trust substantislly in the same
form az that filed in this pfoceeding except that there be elimindted‘
from such mortgege and/or deed of trust the provision which gives
certain ifmmunity to incorporators, stockholders and-directors of
Californie Water Service Company.

By Decision XNo. 19467 the Commissiom, among otner things,
authorized the Celifornia Water Service Company to issue and sell at
0% less than ninety percent of its par value $2,130,700.00 of
common and $2,130,600.00 of six percent proferred stock and at 2ot
less thaxn ninety-two pexcent of thelr face value and accrued inverest
$6,254,000.00 of Tirst mortgage twenty-five year bords sublect %o
the vrovisions and conditions in said decision. In thet decision
sne Commission Tecites that if tae Celifornia Water Service Compeany
gesires %0 pay more, or &oes in fact nay more, than the ambunt
rezllized Zrom the sale of the securities authorized by said decision
for the properties or the stock of the soversl compaﬁies in question,
the aifference between seid anmcunt and sueh price as the vendee nay
actuaily pay must therefore be obtained In sSOme manaexr othexr than
shrough the issuence of suchk authorized securitios. The
Commission iz 1ts declsion further recites that in as much‘as the
Celifornia ﬁéter Service Company possesses no surplus, it will PLO=
vide in its oxrder that any such overééost shall be'chﬂrge&'to a

suspense account from which secount ell such charges shall be

amortized by deductions I{rom gross corporate income as'zhat term is




used in our anuual report forms, or Dy charges to surplus.

L,

In comnection with the supplemental metition now bérora
vhe Commission, California Water Service Company reports that the
cost of all pronerties involved in tais roceeding, without includ-
irg any allowance Lor oxganization expencse, was,$10,9145856.00;

The Commission in Decision No. 14967 authorized the issue of
securities which aé the minimum prices fixed by’the Commission in
thet decision will net $9,$88!81l.55'or $l,325,045.00 léss than‘the
aforexentioned cost of tne properties as'reported by tae Californla
water Service éompany. The $9,588,811.53 Egcludes ap allowance.
for organizatiop expenses. | ihe compaﬁ?]%%gorts that the Feteral
Tater Service-Corpdraticn will purcﬁase thé common stock autﬁorized
by the Commission's decision &t par instead of a¥ ainety, and
further, believes;th&t it will be able %o sell its bonds at ninety-
four percent of their face value and its preferred stoek Tor ninety-.
three percent of its par value. If these amounts are realiied

the company will net from the sule of the securities suthorized by
| the Commission $9,990,918.00 or $92%,9%8.00 less than the above
© mentioned cost.. e company ﬁroposes to 1ssﬁo its notes 1in dexnome
inetions of mot less then $100,000.00 und in the sggregate amount of
the difference beitweexn what 1t will realize rrom the sale of its
securities and the §10,914,856.00 mentioned above. It roports
that these notes wiil be issued to the Fedeﬁal water Service Corpora-
~4on upon & basis wheredy said Federal ﬂatef Service Corporation will
not zell, pledge, hypothecute oé otherwise dispose of the same unless
concurrently therewith 41t shall endorse the same and/or guarantee
payment thereol. We will authorize the California Wﬁter-Service
Sompany o issue such notes but only dn condition that the notes

issued be issued &s non=negotiable notes and thet they contain &




provision obligating the lalifornla Water Service Company to pay
botﬂ priﬁcipal and interest of such Sotes"only out of surplus"
avallable for distribution as divide#ds %o 1%s holders of common
stock or from contridutions by or aséessments Qn such common STOcK=
noléers and that none of said vayments will be made from cash
realized from the sale of assets or fron borrowed money or offset by
1ts resexrve for accrued depreclation and that payments winen and as
mede Will be cherged $o surplus. It should be definitely under=
stood that 30 far as the Celifornia Water Service Company i1z con=.
cerned, it expects that company to pey such notes only out of
moneys available to puy dividends on common stocke IL no such
zoneys are ayailable the notes must be palid by contributions ITrom

Tederal TWater Service Corporation, the owner of all the common

stock of Californis Watexr Seryice Companyrorilits suctessor or
successors in Interest.

In regard to the modification of Paragraph Seven or'the
order in Decision No. 19467, we believe that the company should be,

permitted'to use-any'moneys.which it ney obtain Trom the sale of
securities im excess of the minimum prices tixed by the Commiscsicn

1 such decision to reduce the face amownt ol the notes which would
otherwise be issued and that az amount equiveleont to the face vélue
of notes issued be charged to the suspense account and written off
as payaents are.made on the notes.

Tn regard to the execution of the proposed mortzage mé/
ox deed of trust referred to hexeln, we Leel t;at there should be
eiiminated from such proposed mortgage and/or deed of srust and frox
the bonds iséued by the company, tiae provisionﬂﬁhich.gives'cert&in
fymunity %0 incorporators, stocknolders, officers and diroctor; of
Celifornia Water Service Compady. Purther, we belleve that there
should be eliminaﬁcd_rrom the prcposed‘mortgage and/or.@eea of trust
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Section Zight of Article IIX and that Subdivision One or‘Pardgraph ®

under Section Taree of irticle IT be modified accordinglye.

In lieu of Section Eight of irticle IIL the comp;ny
shouléd covenant anéd agree to maintein 1ts properﬁies in good operate
ing condition and make adeqﬁate provision for the renlaccment thore~

L by propor and reasonadble credits %o its reserve for accrued depreo-—
ciation. The proposed mortgage and/or deed of trust should con~
tain provisions which will prohidlt the trustee Irom cexrtifylag bonds
in excess of seventy~five pexrcent of the cost or reasonable value,
weaichever ic less, of assets acquired. It should, however, bde
understood that b& authorizing the execution of such mortsagevand/or
gdeed of trust the Commission will e under no obligetion to authoriie
the issue of bonds up +o seventy-five percent of salc cqst ox :eason-‘
abvle value of assets acquired, it being the policy of the‘COmmission,
except under exbraordinery condition, to authorize tae 1ssuew§r ﬁonds‘
sn pmounts not exceeding sixty percent of such cost or reasonable |
value; ,

The Commizsion has comsidered the reqnests‘or applicant
and bellieves that its becision Noe. 19467, dated Marca 12, 1928,

should be modified as fndicated in this oxder, therefore i

IT IS-HEHEBY CRDERED as follows:

l. ©The Calirornia-Watef Service Company may issue and sell
at paxr to wederel Water Service Corporation not ex=
coeding $923,938.00 face value of its siz porcent
unsecure& no&es payable not later taan Tebruary 1,
1933, and in denominations of not less them
$100,000.00, provided that sald note or noves con=
tain a provisién.which obligates the Californiz

Tater Service Company tO pay bdoth the principal




2.

e

of the notes and the interest taereon only out of
{ts earnings available for the declaration and Day-
ments or dividends on common 3tock, Or I{rom contrle
butions by assessments on the holder or holders of
the compeay's common'scock and that nome of said
payments wiil be made from the sale of assels, Irom

money borrowed or moneys offset by %the resorve fox

accrued depreciatione

7y

Paregrapn Seven of the order in Declsion Noe 19467,

deted Merch 12, 1928, is modifieé ond amended S0 &8

$0 Teadie-

rmoalifornie Weter Service Company shall keep
{ts accounts oanéd records in accordance with
the Uniform Clessification of Lecounts pre-
seribved by tvhiz Commission, provided that
not more than $10,447,127.53 nay be charged
o Tixed capital accounts.  Lny sum waich
may be naid for the propertios here in
question in excess of $3,588,811.53 and
represented by the note or notes issued
wder the autnority herein granted shall be
charged to a suspense account ad writton
off as payments are made on sald note or
notes, but in no event later than February
1, 1833." .

-

Celifornia Weter Service Company is hereby avthorized toO
execute a mortgege and/or deed of trust substantiaslly |
in the same form aé,the norteoge and/or deed of trus’
filed in this proceq@img,,?rovided that seid ﬁortgage
and/or decd of trusf(%%gégdiriéd as indicated in this
supplemental orﬁer.and, provided furtiaer, that.the
cuthority-herein grunted TO execute such mortgege and/
or &eed of trusct isc for the purpose or’this proceoding
only, and is grazted only insofax as this Cormission
nes. juricdiction under %he texms of the Public Utilitvies




Act and s not intexnded as an approval of said
mortgage and/or deed of trust as tO such other legal
recuirements to which szid mortgage and/or deod of J
trust may be subject.

The euthority nerein gruuted To issue notes will become
effective when the California Water Service Company
has paid the fee prescribed by the Public Utilities
Act, waich fee is Four Hundred and Foxty-eight
(448.00) Dollars, such foe being iz eddition %o tho

641.00 fee pald to the Comnission on December 23,
1927.

Californiea WaterIServicé Conpany shall file reports as
reguired by the Commission's Genersal Crder No. 24,
which order, imsofar as applicadle, it made @ part of
this oxrder.

Celifornia Water Service COmpany:shall file with the
Reflroed Commission within thirty (30) days after the
execution of the mortgage and/or decd of trust herein

authorized, two certified coplies of such instrument.

S

DATED at San Franciaco, Celifornia, this _ 4/

day of Maxch, 1928.
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Commissioners.
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