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Decision No. 

'! : ; .,'. ".1 .' .' 

t ,. • I ,'_ t~ ..... ',~ / 

BEFORE 'l'.c.E P.A.ILROAD COM;v:r.~..sION OF TEE STATE OF CAI.IFORN'!l;. 
. ... ~ . 

In the Matter ot the Application ot ) 
SO'OT:r:l:BN CAI.IFOBNL;. WATE.'a CO!£?A.'I\'lY ) 
tor an order.authorizing it to issue ) 
and sell $500,000. par value of 6% ) 
preterl"led . stock, and to use the pro- ) 
ceeds !rom tho sale thereof to reim- ) 
burse its treasury tor capital expen- ) 
ditu=es mac.e prior to January 1,1938, ) 
and tor the construction andlor ac~uisi- ) 
t10n or additions and betterments to ) 
its plants and systems; cnc. to issue ) 
51,932 shares or common stock ot $25. ) 

Application No. 21817 

POI" share par value in e%change tor ) 
15,483 shares ot common stock at ~100. ) 
per sb.are par value. ) 

?aul Overton, tor applieant. 

BY Tim CI1f....asSION: --
OPTh"'ION 

In this proceeding the Commission is aSked to enter its 
ordc: authorizing Southern Calitornia Water Company to issue 61,932 

share3 o't its co=.o:o. stock 0-: the par veJ.ue of $25. per share and to 

exchange tour shares ot said stock tor each one share or its is~ed 

and outstanding c~on s'tock of the pa:- v.s.lue Cit $100.; end to author-
ize said co:npallY' to issue e.::ld sell 20,000 shares or the pe.r value ot 

$25. per share ot its 6% cuaulative preferred stock at a price to net 

applicant not 103S then 021. per share a:ld to use the procoeds ar1s ing 

from the sale thereor to reimburse app11ea.:c.t' s trea.su..."'Y in the amount 
.-

ot ~140,663.90 expended tor additions and betterments to its plant and 

. systems prior to January 1, 1938, to use the remainder 0-: ::aid pro-
ceeds to pay 1::. part the cost ot tho additions and betterments to 
applicant's plants and properties described in Exhibit B ~iled in this 
proceeding and referred to herein. 

Southern CaJ.itorn1a 7:ater Company is a public utility 

engaged in the -production and distribution ot ~~ter to the public 

generally in certain municipe.1i ties and in certain unincorporated 

territory situatei:c. the Counties or Los Angeles, Orange, San Bernar-

dino, Vent~a, Imperial and Sacra:ento a~d ~ the distribution ot 
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electric energy to the :public ge:.erally in :Bear Ve.lloy, San Bernar-
dino County • 

. Applicant has outstanding ~l~54S,300. par valuo ot common stock, 

all o! vTh1ch is owned by knerican States Utilities Cor:poration. !t elso 

had ",utstending on December 31,1937 $3,617,000. O't first ::nortgege 4-112% 
bond3 due Oe~obcr l, 1960. 

As ot December 31, 1937 the co:ttpany reports assets snd liabili-
ties as tollows:-

ASSETS 
Fixed. capital .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 
Cash and special deposits .. .. .. .. .. .. .. .. .. 
Accounts receivable .. .. .. .. .. .. .. .. .. .. .. .. 
W.iscellanecus investl:l.ents .. .. .. .. .. .. .. .. .. 
~~teriels and supplies .. .. .. .. .. .. .. • .. .. 
?repaid expenses .. .. .. • • • • .. • .. .. .. .. .. 
Unamortized discoant and expense on securities 
Other suspense .. .. • .. .. .. • .. .. .. .. .. • • .. 
Construction work in progress .. • • • • .. .. • 

Total •••••••••• 

Cap 1 tal stock-Common • • • .. .. .. .. .. .. .. • 
First mortgage ~ bonds due October l,l950 
Due syst~ corporations • .. .. • • .. .. • • .. 
Audited vouchers and wages unpaid • • • .. .. 
Consumers' deposits .. • • .. • • • .. •••• 
Miscollaneous accounts payable .. • • .. .. .. • 
Interest accrued .. • • .. .. .. • .. .. • .. .. .. 
Taxes acc:ru.ed • • .. • .. • • .. • .. .... ..... 
Consumers' advances tor construction .. • .. 
Donat, ions ~ in aid. or construction .. .. .. .. .. .. 
Reserve ~or acc~ed depreciation .. • .. .. • 
Other reserve trom 1nco.ce or su-~lus • • .. .. .. 
Capital surplus • • • • • • • .. • .. .. • • • 
Approp~iated earned zurplus • .. • • • • .. • 
Corporate surplus unappropriated • • .. • .. 

':ttotal ••••••• 

$8,159,103.75 
55,552.75 
6o, 845.l3 
63,845.65 
54, 797.l4 
27,720.04 
48,969.35 
3,156.16 

33,204.83 
$A, 513 ,T94.af 

$1,548,300.00 
3,5l7,000.00 

19,223.14 
60,487.50 
45,484.7$ 
8,059.24 

40,691.25 
5l,203.65 
44,224.91 

485,120.51 
1,809,429.31 

2,202.00 
333,565.ll 
166,433.89 
28C~758.41 9?-J 513; 194 .el 

In the years 1936 and 1937 applicant reports its operating 

and nono~erating revenues, operating expenses, nono~erat1ng exp~es 
and fixed charges as !ollows:-
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I'l'ZM 
Ope:rati~ve:Lttes . • • • ••• 
Operating expenses • • • • • • 

Net operating revenue ••.• 
uncollectible bills ••••• 
Nono~erat1ng income • • . •• i 

Y~scellaneou3 no~ope:rat1ng revenues~ 
Nonoperating revenue deductions 

~otal nonoperating income 
Cross income • • • • • • • • • 

Deductions from ~oss income: 

3~b2894.16 
23,,302.1£; 
15 2 995.77 

y 7,$06.42 v 553,200.52 
Interest • • • • • • • • • • 
Amortization ot deot discoUnt 

e.nd expenses • • • • • • • 
Totel deductions • • • 
Net income ••••••••••••• 

$ 204,377.08 

51 204,$77.68 
;;,;; 15B,6~.," 

1937 
$1, l48;'104. 93 

784&.890.48 
~ $53,,874.45 

4,085.42 
3 359 2 789.0$ 
;,; ~1,654.S6 

16,l83.37 

The 1930 operating expenses include $185,llO.98 and the 1937 7 

$189,914.86 on account ot depreciation. 

By Decision No. 30009 dated Augu~t 9, 1937 in Application No. 
21382 the Commiss1on authOrized applic~t to 1ssue ~250,OOO.00 o~ 

its t1rst mortgage 4-1/2% bonds due October 1, 1960. or this e:uount 

applicant issued $2l7,000." leaving $33,000. unis~ed. !t is ot record 

that applicant does not intend to issue tho C33,000. ot bonds. In 

lieu thereot it proposes to ri~ce ~33,000. or cepital e%pe~~tu:e8 
incurred prior to June 30, 1937 through the issue o~ preterred stoek, 

reterred to in this application. 3xhibit A shov~ that ~om July 1, 
1937 to Dece~ber 3l, 1937 app11eent incurred construction expenditures 

or :J;l79,266.46, a::.d that during the same penod it retired property 
cost~ $71,602.56, resulting in net construction expenditures ot 

$107,663.90. In Exhibit ~ applicant ~ows the est1mated cost ot 
. . 

additions and betterments \vhicb. it proposes to install during 1938 at 

$460,000. This expe:c.diture may be summarized as tollows:-

land tor additional water ~pply 
New wells 8Jld equipment theretor 
?umping equipment and tacilities 
Purification tacilities 
Misoellaneous buildings 
Pipes, valve$,~1ttings and appurtenances 
New service connectiOns ~d ~eters tor 

1200 antiCipated new cons~e:rs 
12 automobiles end trucks 
Ne\ .... equipment 
Eear Valley electric systom,addit1ons 

$ 4,500.00 
00,500.00 
37,400.00 
18,700.00 
9~900.00 

280,000.00 

30,000.00 
12,000.00 

2,500.00 

and betterments to distribution syste~ 4,500.00 
Total ezt~ted cost of ,roposed addi-

tions a~d betterments............. ~460.000.00 



Applicant is 0": the opinion that $lOO,OOO. or its 19~ con-
struction expenditures can be paid to~ through the use 0: depreciation 

reserve moneys, leaving $360,000. to be financed through the issue or 

prete:Tod stock. The total amount or money which e.~p11eant "Rill need 

to raise to take ca=e or its construction e~enditures to the end or 
1938 is reported at ~OO,663.90, zade'up ot the tol1owtng items:-

Expen~1ture$ ~rior to June 30,1937 •.••• 
Net expenditures June 30, 1937 to Dec.31,1937 
Estimated expenditures during the year 1936 .. 

less retirements from capital aceount 
~otal •••••••••• - •• 

$33,000.00 
107,663.90 

350,000.00 
.j500,66:5.~ 

There has been fUed in this proceeding as :E:xh1bit No. 1 a copy ot 

app11eant t s amended articles or incorporation. Said articles provide 

tor ~ issue or 400,000 shares or stock of the assrogato :par vel.ue or 

$10,000,000. The shares of ztock aro divided into two elasses,to-w1t: 

prererred and c O::mOll. 80,000 shares having Co par value ot $25. each 

represent prorerred stock, and 320~OOO shares, likewise having a per 

vclue of $25. eaeh, represent c~on stock. ~~e articles provide t~t 

each elass shall be entitled to voti~g rights on the b~s1s or one vote 

tor each share. The holders or preferred stock shall be entitled to 
receive out ot any tw:tds ot tho company at the time legally available 
tor the declaration ot dividends, dividends at the rate ot 6% per ann~ 

or the par value thereot, and no more, pey~ble in cash quarterly on the. 

tirst ,day or W.e.reh, J'u:!l.e, September and Dece:nber ot oach yea::. ~e 

dividends on ~~uch stock shall 'be cumulative end must be paid betore any 

di v1dends may be paid on the eo=o:o. stock. So long as e:D.'1 or the pre-

terred slle.res are ou,tsto.nd1ng, no dividends or other distribution ghell 

be declared or paid,'on the CO!llI!lon shares it the etteet or such deela=a-

t10:c.> pay.m.ents, eJJ.d/or purchase ".'tould be to :reduce the ege;regate ot tz.e 

current assets 0": the company below 125% 01" the aggre~ate ot its eur::oelIt 

lia'bilitill's, determ1:l.ed. in aecorcle:c.ce,w1th proper accounting practice 
" 

at the time, excepting that there shall 'be excluded trom current liabili-

ties all liabilities incurred or accrued on account ot co:o.~ers' de,osits. 
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The pre~e=red stock is at the option ot the board or directors or tbe 
company redeemable in whole or in part by :paying in cash thereror 

$26.25 ~er share plus accu:ulated and/or accrued dividends. In case 
or liquidation ot the c oro.:pany the holders ot the preferred. stock shell 

receive $25. per share plus acc~ulated and/or accrued dividends, betore 

any payments are made to the holders or cotmon stock. 
Sub-paragraph six{6) of paragraph three (3) or epplieantys ~ended 

article:s ot incorporation relating to the issue or additional preferred 
stock reads as tollows:-

(6) Atter the issuance of Twenty Thonsand(20,OOO) sbares ot 
preterred stoCk, no additional ~=es of ~uch stock shall be 
issued except With the approval ~y vote or v~itten assent or 
shareholders holding at least two-thirds or th~ issued and 
outstanding common shares exclusive or any shares held in the 
corporate treesu.-y, and unless 

(e) Approved by vote or written assent of Shareholdors holding 
at least two-thirds ot the issued sd outst::mding prete:-red 
eJ:le.res exclusive ot e::J.y shares held in t:!le corporate treasury; 
or 

(b) For a period ot any twelve(12) consecutive calendar montns 
out or the fifteen calendar contes.next preceding tho calendar 
::lonth in which such additional shares a:"e issued the excess ot 
the gross ~co~e, includ1:g net non-operat1:g inco~e, !rom all 
sources ot the corporat1o~ over the O~erat~ expenses and de-
duetio:c.s nom. incomo or the corporation(including rente.l.s, 
insurance charges, interest on consUQers· deposits,license 
tees, ma1ntena:lce cllergos,e.mounts reserved 'tor depreciation end 
amortization ot debt and/or stock discount and expense, but only 
to the extent ths.t such amounts reserved and amortization are set 
up as charges against income. on tAe book5 of tho corporation) 
and taxes inclUding income and prot!. ts texes (but not su.rte.x on 
undistributed prot1ts) and, in ~1eu o~ interest paid or accrued 
on all tunded or untunded ~eot, exclusive ot con~er~~ de-
posits, interest requirem~ts tor a period ot one(l) yoar on 
all funded end un'tunded debt o't the co~orat10n to be out-
standing immediately :ollo~ng the is~ce ot the sbares ot 
preterred stock i~ respect ot which the computation o't ea.rn1ngs 
is bei:lg made, and not owned by the corporation, and all other 
che.rg~~s and ex:;>enses custot:J.a:'ily considered and treated as 
operating expenses or deductions rr~ income aecord~ to 
sound accounting practices, sball be an amount at least equal 
to tWO(2) times one year's dividends at the yearly rate on all 
preterred shares and all other sha.:;;es ot stock o'! the cor:pora-
tion ranking on a parity with or having priority or preterence 
over the preferred sheres as to the p~ent of dividends to be 
outstanding immediately tollow~ the issu~ce or the shares 
o~ ~reterred stock 1n respect ot vth1ch ~he computation or earnings 
is being made. In ell computations ot ea..""'n1ngs under this 
sub-division (b) there shall be el;~1=ated (1) except as above 
~rovided, all. interest charges o~ debt,tttnded or otherwise; 
(2) all dividends paid or accr~ed on shares ot stock r~1ng 
on a parity with o~ having ~rio~ity or preterence over the 
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pret'erred shares as to the paym.ent o~ eli v1elends at -e1le t1:le 
of the issuance ot the prete=red sh~:e3 1n respect or 
which the computat10n ot ear:c.ings is 'being made; (3) all 
duplicate and/or otf'setting items; (4) protits or .. losses, as 
the case ~y be; realized o~ suttered on the sale or other 
disposition ot capital assets; (5) profits or losses, as the 
C~$e :ay be, derived or resulti=e from the appreciation I 

or depreciation in value of c~pitel assets and 1~crea3e or 
doc:-ec.se in 'book value resulting trom the appreciation or 
depreciation in value of capital assets end increase or de~ 
crease in book value resulting from reapp=a1sals at highor 
or lower figures; (6) pr~iums o~ discounts upon the re-
tirement ot indebtedness or stock ot the corporation except 
premiums paia upon the ~etirement or stock which may rank 
junior to the preton-eo. she.res as to the pe.~e:c.t ot di vide:c.d.s; 
(7) earn~gs tram property not owned by the co~poration at 
the t~e of the issuance ot such additional stock,although 
such property may :cave been so O".cE/d e.uzoi:l.g the whole or :part 
ot the period tor which such computation is made; provided, 
!lo-i,eVer, that in case ar..y property ot the corpor:lt1on shall 
have 'been o",V,lled 'by it c.u:ine a part but. not during the whole 
ot the period tor which such computation ot not earnings is 
'bet:o.g made, or is to be acquired 'by the corporation simul-
taneously with the issuance and delivery 0": s'aeh additional 
stock, then and. 1n every zueh event, the ee.rnings, it eny, 
ot such property ~uring such computation period shall be 
included in such cocputation ot net earnings as thOugh such 
property had been ov;:).ed by this corporation during the 
entire periOd in res~ect ot which such oo:putat1on ot 
eal"Dings is made. 11lle:c.ever computations ot ee.rn1ngs are 
required under the provisions o~ this clau5e, the treasurer 
of the corporation shall :n.e.ke such cOI:lputat1o:c.s a:c.& shell 
submit the same to the Board. ot Directors, who sball "00 
tully protected in relying in good ta1th th~eon. 

It is ot record tha.t -;he CO::lpsy has ente:ed !:l.to an agreo:lent 
wi th C:candler ~ Company, Inc. a:l.d Ee.nks, EuntleY' &. Co., un~er the 
t~s or which such tirms will act as agents to sell 20 7000 shares ot 

applicant's 6% preferred stock. This stock, it present condi ti,ons 
continue to prevail will be ort'ered to the public a~ a p::Oice ot $23. ".'; 

per share and accrued dividen~s. T".ae agents are to receive as their 
compensation :~2.00 per share tor each slle.:'e sold. ':'hey are committed, 
hovlever, to :nake available to the co:npa:c.Y prior to June 30 7 1938, 
$150,000. regardless ot the amount ot stock sold by ~at time. 

The expenses~ such as preparing a reg~$tra~1on statement, attorney 

tees, stamp taxes, will be paid 'by the company. 
T.ae proceeds vmich applicant will receive '!rom the issue ot 

, 

the preferred stock will be used by it to ti~co in part the con-

struction e~e~diture$ reterred to ~bove. 
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There is no doubt in our mind that applicant nee~5 additional 
tunds tor construction purposes. But the conditions un~er which appli-
cant proposes to raise such tunds are so unusual that we teel that tbe 

commissions and expenses it ~s agreed to pay in connec'~ion w1-e the 
sale ot s~id p~eterred stock should oe charsed to Account 15, "Other 

-. 
sus~ensew and written ott by charges to earned surplus within a period 

~ 

ot five years e.tter the issue ot se1d stock. T".c.e order \"lill so provid.e. 
ORDER 

Southern California Water Company having asked pe:niss1on to 

issue stock in the amount, as illdice.ted i::1. the toregoi11g opinion, a 

;public hoe.rillg ha vi::.g 'been llelc. 'be::o::e jQce:n1 ner Fankhauser, and the 
Cocmission having considered the evidence zubmitte~ a~ such hearing end 

being ot the opinion that the money', proporty or labor to be procured 

or paid tor by the issue ot the stock herein authorized is reasonablY 
required by ap?licant tor the purposes here~ stated, and that tho 
expenditures tor such purposes ere not in whole or in part reasonably . 
chargeable to operating expenses or to incoce and that this. application 

should be granted subject to the provisions ot this order, theretorc, 

IT IS ~ O?DER:E:!) as tollows:-
l. Southern California. 71ater CoI:lpany may, on or betore W.e.y 31, 

1938, issue 61,932 shares ot 'its cor::con stock ot the ;par value or 

~2S .00 per sha:-e and" ezcb.e.nge tour (4) she.res ot $Uch stock tor each 
., 

one share ot its issued and outstanding common stock ot the par value 

ot $100.00. 

2. So~tllern Ce.11to=nia ~atc:: Company may issu.e and sell, atter the 
ettective date hereot and prior to October 1, 1938 at not less t~ 
$23.00 per share, 20,000 shares ot its 6% preferred stoek and e%Pend 

, " 

ot the proceeds $360,000.00 to finance and 1'«1 the cost ot addition3 
and betterments described 1n Exhibit B tiled in this prooeeding and 

use the recainder o~ the proceeds to reimburse its treasury because or 
expenditures tor additions and 'betterments 1ncu.~ed prior to January 1, 

1938, which proceeds, atter t:b.e reimbursement or the treasury, 11JJJ.Y' be 

used tor general corporate purposes including the par-ent ot stock 
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selliDg expenses and co::::o.1ssions. 
3. vlithin thi:'t:r(30) days after the ettect1ve date or the l"eg1s-

tration statement tiled with tbe Securities and ~change Commission, 
Southern California ~ater Company $hall tile with the Eailroad Co~is-

sion a complete, t:-ue o.:ld correct copy ot such registration state:nent 

and all exhibits attached thereto or made a part thereot • 

. 4. Southern Ca11t.or.tl.ia Water Com:pa.ny shall charge to ACCOU:Lt l5, 

"Other zuspense" all commissions and expense which it pays in connection 
.. ~ 

with the issue, sale and delivery o't said p:-et'orred. stoek a:c.ci write ott 

~y charges to Account 35, "COrporate surplu$ unappropriated" said co~-
- . 

missions end expenses within a period ot five years after the issue or 

said preterre~ stock. 
S. Southern California Wo.ter Company shall, on 0:= betore 

January l, 1939 tile ~/1ith the Railroad Coxx:c.ission a statement showi:c.g 

in detail the commissions and expenses paid by it bocause ot the issue 
or the common and p=ete=red stock herein authorized; the accounts to 

which such com:nissions and expenses were cba.rged on 1 ts books and the 

amount cllerged to each account. 
5. Southern California ~:.rater Co::pany shall keep suc:!l record ot 

the issue, sale and delivery o~ the stock herein auttorized aDd ot 

the disposition 0: the proceeds as will enable it to tile on or betore 

the 25th day ot each month a verified report, as required by the P..ail-

road, Commission's Ge:le:-al Order No. 24-A, which o:t"der i:c.sotar as al'pli-
-cable, is made a part or this order • 

. 7 •. The authority herein granted will boeome ettective fitteen 

(15) days atter the date hereot. -r:/ ' 
DATED at· San Francisco, Ce.l1tor:l.ia, this J-f' - de:!J ot March, 

19Z8. 
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