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Decision No. 32R2S

BEFORE TEE RAILAQAD COLMISSION Or TEE STATE OF CALIFORNIA

In the Matter of the Application g

of Investoment Corporation, Lté., Application No. 22044
corporation, for an order ©o

is¢ue and sell boncs-

Flint and iacXzy oy William R. Flint
for Applicant.

CRAEAER, COMUISSIONER:
QRLELIO:

In tnis proceeding, Investment Water Corporation, Lté.
asks permission to Lssue and sell at 97% of thelr face value and
acerued interest 320C,000 of its First Lortgege 42% Serial Zonds,
Serics "AT Zor the purpose of naying indedtedness and acquiring
and constructing new properties to which refereace will be made
nerealter. It also ceeXs authority 1o exccute 2 Yrust indenture
to secure the paymeant of szid $200,000 of bdonds ané of $100,000

£ adéitional bonds.

Investment Wwater Corporation, Lid. is engaged in tze
pusiness of supplying water, as a public utility, for domestic,
industrial and municipel purposes to consumers located in the
territory known as the Los Angeles lesa Addition to the City of
Los Angeles, and to comsumers located in unincorporated territory
situate adjacent thereto and/or neardy, in Los Angeles County.

As of Jume 30, 1939, the compeny had 2,629 meters installed.

hes no wnmetered regular services. The record shows that for ¢




calendor yearsSle37, 1938 and for tae 12 months

applicant had operating revenues ant oper

Year Ended
Item Jtne 3 292
Operating revenues $71,839.32
Operating expenses, excedpt
depreciation & Income

taxes _28,311.27

ing
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~
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27 ,%9/..09

ending Jwe 20, 1929,

expenses as follows:

Yezr

A927

$56,629.33

25:,049.57

Balance 43,528.06
Depreciation annuity 5%

sinking fund % 4976.03

28,558.23

Ly 538.35

2%5579.76

3:423.30

Balance 38,591.93

Income taxes 1,542.9%2

33,970.48
L1,739.7/

28,1-56 -/&6
2,0%9.75

Balance 37,049.06

Nonovperating rent £95.00

32,230.74
105.00

26,066.71
£99.00

Bzlance 37,544.C5

32,335.74

26,265.71

Uncollectivle accounts &

rent deductions 260.33 6C.28 376.63

Net available for interest,
amortization of debt
discount and expense and

surplus 537,1.83.68 $31,975.35 $25,595.02

By Decision No. 23428, dated February 24, 1931, the
Commission authorized Investment Water Corporation, Ltéd. to issue
and sell £150,000 of its first mortgzage 6% 20-year bonds. Tarough
the use of sinking fund moncys, tiae company redecmel $46,000 of szid
bonds, leaving $104,000 outstanding on Octobver L, 1939. On that
date applicant redecmed sald $104,000 of bonds. Exniovit "B" shows
that Los Angeles Investaent Compeny, wnich owns all of applicant's
outstanding stoek, advanced to appllcazat $100,000 for the purpose
of redeening said bonds. The balance of the fumds necessary *to

effect thne redemption was odvtained frow applicant's trezsury and




from the sinking fund estabdiisned wnder the indenture securing the
payment of the bonds. Los Angeles Investument Company, S0 the record
snows, has also advanced to applicant $115,000 for tae purpose of
enapvling it to enlarge 2aé extend 1ts water system. On the moneys
received from the Loc Angele:s Investment Company applicant is pay-
ing interest at the rate of 6% per annum.

There nas been filed in:this proceeding 2s Exhidvit nCY
a report prepared by X. Mertin Smith, consuliing engincer, in wkick
ne discusses, among other things, the cost of tze properties, the

revenues end the expenses of the Investment Water Corporation, Ltd.

Te estimetes the original cost of the company's properties =2s of

June 30, 1939 at $531,139. Tais includes $R4,615 for comstruction

work in progress. The reserve for accrued depreciation calculated

on a 5% sinking fund basis ke finds to be $56,448.20. Our calling

atsention to hisc report zxrd to the figures corbtained therein Lo zov

tantamowmt to an approvel of the same. It 1s not necessary for the

purpose of this proceeding to make & detailed aznalysis of the report.

Cownsel for zpplicant stipulated that i the report of X. Martin Smith

bocomes an Lssue in a suvsequent oroceeding vefore the Commission,

+he Commission may consider suci report de novo. Tae Commission re-~

serves the rigat to direct appliicant to reverse or adjust any Journal

entries made becaﬁse of the review of 4its records by X. iarvic Saith.
Tne finsncial statements of applicaat warrant the issue

of the $200,000 of dbonds. The bonds will ve dated July 1, 1939.

They bear intercst 2t the rate of 45% per annum, payable semi-znnuzlly.

They mature serially at the rate of $5,000 seai-annually, to-wit:

Jenuvary 1 and July 1 of each year from 1940 to 1959, both inclusive.

The company reserves the right o redeen the bonds prior to maiurity

oYy paying the principal thereol, acerued interest to the date of re-

demption, together with a premium of 5% of such principal if they




are ¢zlled for reodemption on or before July 1, 1940, or if called
for redemption thereafter, a premiun of 5% less 1/4th of 1% of such
principel amount for eackh full yeor elapsed ziver Jame 30, 1940, to
the Qate fixed for redemption.

The trust indenture which applicant Iintends to execute

will secure the payment of 2z authorized dond ILssue of $200,000

which includes said $200,000 of bonds issued It will be a iien on
21l of applicant's properties now owned or aerealier ceguired.. Sub-
sequent Lo the Lssue of the $200,000 of voals, $100,000 of ovonds may
be authenticated by the Trustee in an amount equal %o 50% of the

cost of additions and betterments to applicant’s properties, provided
applicant's net incoume for 2 period of 12 consecutive calendar months
out of 15 calendar montas next preceding the date of zppiication for
the authentication and delivery of bonds, shall have been not less
than two times the zmowt of the annuzl Iinterest on the outstanding
bonds and on the bonds proposed to be Ilssued. The terz, "met Income"
1s defined in the trust indentiure as being the gross earnings re~
ceived by the corporation from zll sources less operating expenses,
ineluding depreciation at rates not less then those approved oy the
Railroad Commission of the State of Califoraia, texes, and interest
on all indebtedness, other than interest on the bdonds secured by tae
indenture. In Section 2 of Article III of the trust indentwure, the
company covenants that 1t will use the proceeds obtained froz the
sale of the $200,000 of bonds to pay $169,000 of iis indebtedness

to Loz Angeles Investment Company; 1o pay the cost of coastructing
an additional reservoir for the storage of water ané pipe lines, con-
nections and pumping equipment now In the process of construction,
which cost Ls estimzted at $25,000, and use any balonce remaining

after applying the procecds of the bonds to said purposes for any




lawSul corporate »urposes. The company has arranged to sell the
$200,000 of bonds at 97% of their face value and accrued Interest.

T herewith submit the followizng fora of order:

ORDER

Investment Water Corgoration, Ltd. having &sked per-
nission to issue $200,000 of bonds for the purpose ol paying in-
debtedness and financing the cost of additions and betterments To
its properties and to execube a trust indenture to secure the pay-
meat of such bonds, a public hearing having been neid and the Com-
mission having comsidered the evidence subnmitted 2t such hearing,
and it being of the opinion that the money, property or labor to ve
procured and paid for by the issue of sald bonds 1s reasonably re-
guired for the purposes merein stated; that expenditures for such
purposes are not in whole or in part reasonably charged To Opera-—
ting expenses or income, ané that this application chould be granted,
subiect to the provisions of this order, therelore,

IT IS EERTBY ORDERED AS FCLLOWS:

1. Tnvestment Water Corporatior, Ltd. may, after tae
effoctive date nereof axd prior to December 31, 1939, execute a
trust indenture in substentially the same fora as the trust indenture
£iled in this proceeding on October 18, 1939, provided, that tae
authority nercin granted to execute said trust ‘adernture is for the
purpose of this proceeding onLy and ic gronted only i;sofar as this
Comnission hes jurisdiction under the terms of «he Pupiic Utilities
Act and 1is not intended as an approval of said trust indenture 2z to
such other legal requirements to wilch it may be subject.

2. Investment Water Corporation, Lid. w2y, after the

effective date hereof and prior to December 31, 1929, Lssue and




sell at not less than 97% of their face value and accrued interest,
$200,000 of its First Hortgege 42% Serizl Bonds, Series "AT and use
“he proceeds to pay indebtedness cdue Los Angeles Investment Comoany,
and to finance the cost of additions and betterments referred to

in the foregoing opinion.

2. The authority aerein granted will become effective
when applicant has vaid the fee prescribded by Section 57 of tze
Publiec Utilities Act, which fee is5 $200.

Lo Within 30 days after the execution of vhe trust in-
denture herein autzorized, Investment Water Corporation, Ltd. shall
f1le with the Railroad Commission two certified coples of sald trust
indenture.

5. Investment Water Corgoration, Ltd. shali file with
the Commission a report in compliance with the Commission's General

Order 2/4~hA, which order incofer as 2pplicable ic made 2 part of tals

order.

The foregoing ovinion and order 1s hereby approved axnd

ordered £iled a5 the opinion and order of the Railroad Commission

of the State of California. ,qJ/

Dated 2t San Francisco, Califormiz, thls day of

Novemver, 1939.

B 200 =
TeAlLAROAD COCMMIGSICH |
- %.L::'Z%Aor CALIFORNIA

~w, ) ’l ™
! Sy W
j ’

Comzissioners.




