
Decision No. 

:BEFORE TEE t1.AI12.0AD C01GIISSION OF TEE ST..!tTE OF CA1!FOBl'II.A 

In the Matter ot the Application 
of !nvest~cnt Corpor~t1on, Ltd., 
a corporation, for ~~ order to 
issue and sell bon~s. 

Application No. 23044 

Flint ~d LiacKay '07 Willian:. R. Flint 
!or Applicant .. 

In this proceedir,..z, l."lvest~"le:nt Ylater Corporation, Ltd. 

asks per~ssion to issue ~d se:l at 97% 0: the~r tcce value and 

accrued interest $200,000 of its First Uo:tgaee 4~% Serial 3onds, 

and constructing new properties to wh~ch reference will be made 

hereai'ter. It alzo zeeks 3.utho!"ity to execute Co trust indent1.lrc 

to secure the ~ayment of said $200,000 of bonds and of $100,000 

of addit1o~al bonds. 

Investment water Corporation, Ltd. is ens:::.ged in the 

business of supp1TL~e water, as a public utility, for domestic, 

industri.3.1 and :nmicipal pu=poses to cons"J!O.ers loec.ted in tl'l.e 

territory known as t~e Los &"lge1es ~esa Addition to the City of 

!,os A."lg.elez, and to coczu:ners locatee. i..~ -.::r..incorporate<i terri tory 

situate adjace:n.t thereto and/or nearby, in Los kle~les County. 

As o~ J~~e 30, 1939, the co~p~ny had 2,689 ~et0rs inst~lled. !t 

hz.s no Ul'lmetered regular service:::. 'Zhe record. shows that tor ·t~e 
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calend~r yearS1937, 193$ ~~~ for the 12 :onthz e~ding June 30, 1939, 

app11car.t h~d o?er~ting revenues ~!d operct~!z expenzez as follows: 

Year Ended 
It!!)m .J'I:.'"'l/i' 30, 1939 

Oper:;.ti..'lg revenues 

Operating expenses, except 
depreciation & inco~e 
taxes 

Balance 

De~reci~tion annuity 5% 
sinY..inO' fund I.;) 

Bala..~ce 

Income taxes 

Balance 

Nonoperating rent 

Ba.lance 

Uncollectible accounts & 
rent deductions 

Net available for interest~ 
amortization of debt 
discount and eApense and 

$71,839.33 

~811';'11 .. ?7 

43,;28.06 

Lt.936 .. 08 

38,591.98 

III ~/;I:"" 92 

37,049.06 

1!95.00 

.37,544·C6 

~60 .. ~~ 

sur p loas $37,183.68 

Ye~ Year 
lCJ3S ~ 

$65,752.92 $;6,629.33 

~7 lIl2/. ... 02 ~2110/.t~.~:z 

.3S,558 .. ~ 3::',579.76 

~,580.~5 3, / .. ').: • .30 

33,970.43 28,156.; ... 6 

1 J 7:2~. 71-1: ~lIQ2~·7~ 

32,230.74 Z6',066 .... !7l 

105.00 199.00 

32,335.74 26,,265.71 

.... 6e ':l8 2 •• j ?'70.~~ 

$31,975.36 $25,895.08 

By Decision No. 23428, dated February 24, 1931, the 

Co::n.mission authorized Invest:nent \Vater Corporation, Ltd. to 1:::sue 

and ze11 ~150,OOO of its first mortgage 6% 20-year bonds. Tnroueh 

the use of sinking fund moneys, the company redeemed $46>000 of said 

bonds, le~v~g $104,000 outst~~d~g on October 1, 1939. On that 

date applicant redeemed said $104,000 of bonds. Exhibit nBft snows 

that Los A."'l.geles L'lvest:nent C~::J.pe.ny, which owns :3.11 of applicant's 

outstanding stock, a~vanced to applicant $100,000 for the pur,ose 

of redeeming said bonds. T-~e bal~ce of the funds necess~y to 

effect the redemption was obtained from applicant's treasury and 
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from the sin.1t'..ing fund established uncle:- the indenture sec-.:r:L."lZ the 

payment of the bonds. Los Ar~ales Investment Company, so the record 

shows, has also advanced. to applica..nt $115,000 for the purpose 00£ 

enabling it to enlarge and extend its wate:- syste~. On the :oneys 

received from the Los Angeles Invest~ent Coopany applicant is pay

ing interest at the rate of 6% per ~~. 

There has been filed 1n-,:this proceeding as Exhibit nc" 
a report prepared by X. Martin Smith, cons-..llting engineer, !:c. weich 

he disc'USses, among other thL"'les, the cost of the prope:'t:1,es, the 

revenues a.."'ld 'che expenses of the Investment Wo.ter Corporation, Ltd. 

Se estimates the original cost of the companyfs properties ~s of 

June 30, 1939 at $531,139. This inc:~es ~24,6l5 for construction 

work in progress. The reserve for o.ccrued depreciation calcula.teo. 

on a 5% sinking tu."'ld b&sis he fines to be ;56,448.80. Our calling 

attention to his report ~d to t~e figures cont~ined the:-cin i~ not 

t~"'ltamount to ~ approval of the same. It is not necessary tor the 

purpose of this proceeding to =.ake a deta!.lec. anzlysis of the report. 

Counsel for applicant stipuJ.a.ted. that i: the repo:-t of X. Martin Smith 

·oecomes an issue in a subsec;.uent proceeding before the CommiSSion, 

the Commission may consider such report de novo. The Commission re

serves the right to direct applicant to reverse or adjust any journ~l 

entries m2.de because of the revie" ... of its recordz oy X. Mart1.c SZlit:'l. 

The financial statements of applicant wa~rant the issue 

of the $200,000 of oonds. !he bonds will be dated July 1, 1939. 

They be~r interest at the rate of 4}% per annum, payable semi-~ually. 

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

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

The comp~"'lY reserves the right to redee~ the bonds prior to maturity 

by paying the principal thereof, accrued interest to the date of re

demption, together with a premium of 5% of such pr~cipal it they 
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are c~llcd for rcde~ption on or before July 1, 1940, or if called 

for redemption tb~rea.fter, a premiu:n of 5% less 1/4th of l% of such 

p~incipal amount for e~ch ful~ ye~r elapsed ~rter J'~C 30, 1940, to 

the d~te fixed for redemption. 

:he trust indenture which a,plic2nt intenns to execute 

will secUl"C the p='yr:lcnt of an :luthorized bond issue of ~~300,OOO 

which includes said ~200,OOO of bonds issue~ It will be a lien on 

all of ap~lican.t T s pro;>erties noV! owned or hereafter ~cc;.uiree. •.. Sui:>

sequent to the issue of the $200,OCO of bonds, $100,000 of bonds may 

be au.thentica.ted 'by the Trustee in an 3Illount equal to 50% of the 

cost of additions and betterments to applicant T s properties·, provided 

applicant's net ll1come for a period of 12 consecutive calendar months 

out of 15 c~lendar months neAt ?reced~~g the date of ~pp11eation for 

the authentication ~Q delivery of bonds, shall have been not less 

than two times the amount of the ~..nual :L.'"lterest on the outsta.."ld:tng 

bo~ds ~"ld on the bonds proposed to be issued. T~e term, "net inco~e" 

is defined in the trust indenture as bei..'"lg the eross earnings re

ceived by the corporation froe all sources less operating expenses, 

including de~r0ciation at rates not less thzn ~~oze approved by the 

~ilroad Commission of the ~tate of California, t~es, zod interest 

on all in<ie'bteo.ness, oth~r tban interest on the bonds secured 'by the 

indent'Ure. In Section 2 of Article III of the truzt ;tndcntm:e, the 

company covenants tnat it will use tne yroceeds obtained :ro~ the 

sale of the ~200,OOO of bonds to pay $169,000 of its indebtedness 

to Los ~~6eles Invest~a~t Co~pany; to pay the cost o! constructing 

an additional reservoir for the stor~ge or water and pipe lines, con

nections and pumping e~ui,ment now in the process or construction, 

which cost is estimated ~t $25,0007 and use any b~lcnce =emaining 

after applying the proceeds of the bonds to said purposes for any 
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lav~ul corporate purposes. The company has arranged to sell the 

$200,000 of bonds at 97% of tl'leir race va.lu.e and accrued interest. 

I herewith submit the !ollowicg torm or oreer: 

QJinE.8. 
Invest::lent Water Co::"poration, Ltd .. he.ving ~:>ke.d.. per-

mission to issue $200,000 of bonds for the purpose 0: paying in

debtedness and fin.~c1ng the cost of additions and betterments to 

its properties and to execute a trust ~dcnture to secure the ~ay

me~t of such bonds, a ~ublic hearing having ceen l'leld and the CO~

~1ssion having considered the evidence submitted at s~ch hearing, 

and it beL~g of the opinion that the money, ~roperty or labor to be 

procured ~~d paid tor oy the issue of said bonds is reasonably re

~uired for the purposes aerein stated; that expenditures for such 

purposes are not in whole or in part reasonably charged to opera

ting expenses or income, and that this application should be granted, 

subject to the ?rovis1ons of this order, there!ore, 

IT IS EEaEBY ORDERED AS FOL~OWS: 

1. Investment Water Corporation, Ltd. may, ~£ter tAe 

effective d~te ~e=eof ~d prior to Dece~bcr ;1, ~939, execute a 

trust indentu.re in substantially the So.::le !or:n as tile trust indenture 

filed in this proceeding on October 18, 1939, provided, that the 

authority herein gr~ted to execute s~id tr~t ~~de~ture is for the 

purpose of this proccedbg on::.:.! o...""l.d is grz.nted or.ly inSo!":::: 2.Z this 

Cowaisz1on h&s jurisdiction under the terms of the Public Utilities 

Act and is not inte:o.ded as a...'"l ap'proval of said trust 1:ldenture ::..s to 

such other legal require~ents to which it m~y be subject. 

2. In""'est:llent \'iater Corporation, Ltd. :nay, aiter the 

effective date hereof and prior to December 31, 1939, issue and 
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sell at not less than 97% or their race value and accrued interest, 

$200,000 of its First Uortgcge 4~ Serial Bonds, Series nA~ and use 

the proceeds to pay indebtedness due Los Angeles Investment Company, 

and to finance the cost of additio~s and betterments referred to 

in the foregoing opL~ion. 

3. The authority hereL~ granted will becoce effective 

when a,plic~~t hAs paid the fee ~rescribed by Section 57 of the 

Public Utilities Act, which tee is 0200. 

4. Within 30 days ~fter the execution of the trust in-

denture herein authorized, Investment ~ater Corporation, Lte. shall 

tile with the ~ailroad Co~ssion two certified copies of said trust 

indenture. 

5. Investment Water ~orporat:ton, Ltd. shall fi~e with 

the Commission a report in compliance ~~h the Co~ssionfs General 

Order 24-A, which order insofar as ap?licable is made a part of tais 

order. 

The foregoing opinion and or~er is hereby approved and 

ordered filed ~s the op~ion and order of the Railroad Co~ission 

Dated at 
?I 

t:'lis Z e.o.y of 

or the State of California. 

Novem"oer, 19.39. 


