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Decis.1on :No,. 'I..: ' ; ~ " 

BEFORE THE RAILROAD COW[tSSION OF TEE STATE OF CALIFORNIA 
.. 

In the Matter o~, the Appiil:ation, or ... ' ", ' '. .' ' 

sOuTHERN CALIFORNIA \ WATER COMP JU~y Application 
No. 27011 

For an order authorizing it to 
issue shares or' ,its sto.ck. 
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O'Melveny & My-er,s, by Frederick N. Edwards, 
for ',applicant •. , 

,. ,"'-

1,' 
" Q. £. 1 tL l:Q R , ' 

. " 

... ", ',,' 

, I I ,. .' .' • •. \' .' • '. '!f ' In' this applica~:Lon) Southern California Water, 
I ". ',' ," . I.... ' .: {.: . 

cpmpariy: as'ks pe'rIn1ss':tori to issue and sell at $26 .. 50 per 'share, 

ror'the'pur;os'es herein st;:l.ted~' 32,odo"Shar~s' 6f:1ts~ prer'erred 
.; I' • '\ r. \0 t \ j . .' r. J 

sto'ck~~ 4*% S,eries, arid als~, issue' 61',932 shares or: its common 
., • •• ~. I I .!....,. 

stock in lieu of and' in ex(:hange, share for share,' for a like 
" , '. ~ , " :," , ' , , .'" , ". .'. '. ; 

number of i'ts oQtstand1ng COI!lmon share's 'of stock. 
, J. .. ,,: .' . ,'. ~ .. .". . I 

Applicant is a pl~'b~iC' u'tili ty and as such engages 
" ',~ .... ',' ~ • " ' • I • .. ...".. '. ~ ,,' ~ • ! . ~ .. 

principally in the business of distributing and :supplying W"dter . . 
'* If.... .' .... ,\ '. '. " ,. 

in' certain ,areas within thE~ COUnti~s of Los' Angeles" Orange) 
~ ... ; 

• • t' • .' t' . , .' • • . '. ..,,"., san Bernardino, Ventura, It:lperialand Sacramento,; California. 
. "'.( 1\' '. • .'" '. .l , ..' • ...' 

To a limited. exten,t" appli<:,ant also engages in the bu~1ness of 
• ". I' . I ,..' ~ . ,; ..... ~ .' . ' .. 

distr1bu.ting and supplying eleCtriCity at Bear Valley in San 

Befnard1rio Coun~y ,Ca11'rorili~'~' I.:t-a'lso,' oper~'te5 an ice plant .. , 

1n Barstow" San Berri.~rd1no County, caiirornia. 

, " 
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" , .... 

\",\ " . . ,,- ,':~' 

Applicant's gross ope:r~t1ng'revenue tor' the twelve . 
I . ..... 

monthS period ended 'August ·31, ,1945, ·are segregated as' follows': 

Department, 

Water 
El'eetr1e 
Ice. 

Tota,l 

.' . . 
Amount' " 

FO.r. the same perlo'd applicant's gros't'- income, that 
, ~ . . ,'. 

1S? the amoun; it 'had .ava11ab~'e tot p~y intercs't, \ amortized debt 
discoun,t,: prec.ium ,and expense:,' pay dividends,' and 'for surplus, , 

, I 

.. ' 
As of August 31" 1945,.~tl.ppl1cant reports assets and 

liabilities as follows: 
ASSETS, 

F~ed, . cap'1 tal, ' 
Miscellaneous investments,' 

Current assets , 
Cash,' ' 
Spe'c1al deposits 
O.S ~ Treas,ury, tax' notes~ 
Accounts rec~1vable 
Interest receivable " 
Materials and,supplies 
Prepaymen ts 

Deferred accounts 
Unamortized debt discount 
, and .expen,s,e,t . 
(Jnamort1:~e~, preferred 'stock 

discount, ' 
Other ,t:1eferred items· , , 

Total :Assetz 

-2 

100, 279'~ 80' 
, ' 

52,000.00' 
18,623.99' 

, , 
$ 9,819,287 .. 61 . . 

lOO'~.301. 77 

875',661.41 



tJABIIJTIES 

Cap1tai stock , 
Common (61~932 shares) 
Preferred (6%';"20,000 ;shares) 

(5%-12,000 shares) 

First mortgage bonds, due 3/1/70 
Series Ai 3-3/4~ 
S~ries B, 3-1/2.% 

CllX'rent liabilities 
Not'es payable, 
A.ccounts }:,ayable 
:01 v1d:ends a:eclax'ed 
Consinuer's ' deposits 
Accrlled mt:ere'st 
Accru'ed taxes 
Accrued 1ns'urance ' 
Other 'c'llrrent l1a'bil~L ties 

$1,548,,300.00 
500,000.00 
300,000.00 

.3,500,000.00 
300,000 .. 00 

80,000.00 
61,.236'.54 
,ll,250.57', 
76,977~44 . 

1,10'6,.22' , 
419',-443 .54 ' 

~ , 2'8:4 .03 
'4, 7):'0. 58 

'Consume'rs'1 advanc'es :for constrllction 

Misc'el1aneous 'de! err'ed credits 

Depreciation rese'rve 
'. .. + 

Reserve fo'r Unco11ect'i ble acc'oUn'ts .. 
Donations in aid olf ;ccirnstrilC'tion 

'cap'lt~l 'surP'lu'~ 
Earned surplus 

To'tat :L:Lab1li'ties 

$ 2,348,300.00 

I _ 

3,800,,000.00 

660,008 .. 92 

'88,506.92 

523.31 

2:, '73,2,,'51;7,:9'2 

2;000 .. 00 ' 

607-,022.62 
ON 

140,,847 .. 0'9 

, 586;,:42,7.80 

:As !shown 'by the ·foregoing :balanc'e sheet, appli'can..t 
," • I ~ .... 

'M,S'outstand'1ng $500,'000 par value cit ,6% an'd $300,,000 par 'value 

of '5% preferred stock. 'l,t also 'has outstcmd1ng '$:3,500,,000 of 

'3-3/4% r1~:st 'mortg~ge 'bonds a~d :$'300~OOO ~r 3,% ,!irstmortgage 
, • ' I 

'b6nd's, 'bOth 'issue's 'be:1ng'due'Mar'ch '1" -1970.. 

'The Itest1m~lny shows 'tM,t' applicant' has -under cons1d-
'I • 

erat10n -the 'redempt±cln of its outstand1ng 'pref'erred stocks vnd 

'bonds. 'As a first 'step 'j.n:,redUcing'1ts annual capital charges, 
" 

'it proposes 'to 'redeem ,its o'utst&riding 32,000 shares ,($800,·000 

''POor value) of: prefer:red "stock. The preferred s,hares' are 

, redeemable .it 'any time dn' thirty' ; days , : not,ic'e ,at' the' opt1-on ' of 
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.a.pp11cant:f.s Board -of :Di~ec:tor.s., :a't t-'he redemption price of 

$2'6. 2'5 p~ ·sb:ar·e pltlSt.mpa1d d1:v1dend·s 'accumulated thereon to 

and including the .da.te fixed 'for red.emption. 
, r·. 

Applicant intend's to 'amend its Article's of. Incor:pora-

:tion by two 'separate ,aJ:lendments (Exb1bit "1" and Exhibit "f:2'f). 

AS f1nally amended they will ~rov1de for two 'classes or stock, 

.consi-sting of 100,00.0 .s·hare·s of pref~red and 300.,.000 shares -of 

common" eaCh 'having a par value ·of $2; ~ shiire, or an aggre-

ga:te par vallle 'of $10,000,00,0. 

As sai'<i~ app11can't no.w asks .perm1:ssion to issue 

32~OOO sbare'S of -preferred steck., .4t% Series. It has entered 

.into an agr)eemen~ "to sell said 32., 000 shaX'tesof :stock at $2-6.50 

per share ·to the follow~: 

Continental CastlCilty ,c.ompany 
.Cont1n-en.'tal Assurance ,Company 
Investo~s1 .Syndicate . 
The Lincoln National L1:f'~ Insurance CompaIIY 
T-he L1:fe Insurance :Ct>m.pany or Virg1ni'a 
Equitable Lite Insuranc:e Company of Iowa 
Central Life ·Assarance .COD:pa~ (Mut·ual) 

. Total 

4,000 'Sbar·es 
4".000 1t 
8;000 'ft 

'6.,000 " 
4,,000" 
4;)'000 " 
2;000 '" 

32,000 shares 

The preferred shares., ~~ Ser1e~., are redeemable at 

'any time on thirty days' ~otice at .the ~p:tion of the Board ·of 
, . 

Directors at the par value :there.o:!" .plus 'UIlpaid .cl1ndeods aecrued . 
thereon to and l..'lclud1ng t~e da~e fixed. for .redemption., and a 

premium ·of' '$3 per share if' r-edeemed 'On '01' prior to Deoembel' .31, 
,.. .. 

19~0.; or;a premiam of .$2" per share 1:£ rede€med after 'December 3-1;) 

1950., ·but on or before (De'c.ember :31.,.. 1952; or a premium ·of $1.50 
per share 11" redeemed after .:Deeeml>er :.31, 19·52. Opon the sale of 

the 32,.000 'shares of 4t% ,Serie-s pref.erred stoCk, .appl1.can't will 

realize a gros's -consideration .of .$8,48,000. It proposes to use 

$840'1000 or this amount to redeem its outstancl.1tlg 6% and 5% 
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preferred stock;' and $8,,000' .to:. !'ay ,commis,sion's'incident to'::' 

the sale' of· the '4z~ ,Serie.s ·pI'"e.f.erred 'stock •. At, the pr1ce of, . 

$26.50 per, ,share", :the. ·eff.ecti:ve'·dividend 'rate on::the 4:% Series 

pre-ie-rred stock is. about· '4.009%..: ,The average eft.ect1vo'dividend 

rate on the' pr,ef'err,ed istock'nowout.s'tand1ng is. about 6.015%. 

The current .annual dividends: on app11cent '·S· pr.e.sent1y , 

outstand.1ns pret'erre<i ,shares ot 'stock '£a,Cou..""lt to: ,$4'.s~ 000. The', 

annual dividends on the new 'lsrMes for 'preferred sto'ck'amount 'to· . 
~)4,OOO. App11cl::mt· will' thUs ,'c!'!'!ect 'an 'annual sav:1n'g in: 'd1.n-.. 

dends ·through the redemption· ot "its. ou·tstanding·,. pr.eferred stock 

and th:e ·issue of '4:% 'preferred sto'ck" of $11:,000. F:tom",thi's it. ~ 

deducts; $1,760 representing .federal surtax ,at the present ·rate ' 

or':l6%~ leavin'g' a net ·annuallsaving·of $9,~'240. 

Applicant'·s officer$: are 'of 'the .op1nJ.;on thcl:t· th:e .. re- ' 

funding "of. ,i t~s prefe!'red stock on "the basis herein indicated " 

will. .enable. it, to'refund its' outsu..ndin'g bonds, at :a 'moref:J.vor~ . 

able' ,pI:ice ·thtin. would be possible' w&re ,the ·present -prderred 

stock outs"~andint:· 

The--te:st1mony:shows ,that the· prem1wn "which 'applicant ' 

must p~y upon the .redcI:lptionof its' outst'anding prefe-rred shares" 

of stock,' amounting to, .$40,.000,. and" the ',preterred steck: discount. '. 

of $52,000 now. rE~cord'e'd on its' bookS" w111~ be "charged ,to' earned .~ 

surplus., lhe~ cOIl:unissions' paid upon ·the sale .. of. tkie,new 'sto'Ck . 

and the stock' ~sales expenses,., estimo.te:d a.t· $10.·;:330" w:1:.1'1' be .. 

chargEd to· cap1t~:t.l stock.expense., ' 
All ot, appl:1'ca:n~'s' ,outS',tand1ng.6l:,9:32, shares of'common 

sto'ck are. owned :by ,the: AmericQJl. StatesOt111tl'es: 'Co'rpratton,;'wh1:ch ' 

is; a re-g1stcrro holding compa."l.Y .'. ,Counsel for- appl,1cant 1$', .of ' 

the op1u'1on. that theamenciJ:.ents' to' 1 t:s Articles of Ineorpo:rat1on " 
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·af-fect t-he 'rights of the ho'lders ~of the ·common stock 'and tl:la:t 

ne.w common s'toc-k ce~r1:::1:fica.tes ;s:hotlld 'bei ssaed. .Ap,pl:1:can.t 

tbere.for.e asks ,perII:.i:ss:1.on to 'issue '61,.932 shares .Cif common -stock 

in l1-eu o.f and 'in exc-hange., 'silare .£01: share.., 1:or a like number 

01: it:s outstanding common ,shares of .stock. 

A public hear1ng havin'g been :held ,in :t:he above :ent1tled 

a:pp11ca"tion by Examiner F·a.nkhnaser 7 .Iand 'the Commission baving 

conSidered the -ev1dence subc1:tted at such hea;ring and 1t being 

of the opinion t:ha.t the .money,properTty or labor to be !procured 

or paid for by Southern -California Water ,CompanY ~hrough the 

isstl~ of the stock herein aothor1zed is reasonably required by 

applicant -rOT' the purpos'es :h€:-r.ein ~s:ta~cd.,and that such ;purposes 

are not, in ·whole or 1:ll pal't, rea5Ona:bly :charge'able' to ·operatin.;g 

expenses or to 11l:eome" ~d that this application shoul:d 'be 

gr.anted a..s -herein prOvided, therefore, 

IT IS HERE'BY 'ORDERED as follow.s.: 

. 1. Southern Cal1tornia WatEr Company may" after "the 

date hereof and ·on or before April 1. 1946, amend .its Arttcles 

-of Inco):"porat1on in" or 'Substantially in, th.e :'orm of the .amend.-

ments filed in this ;app11'Cat10n as Exhibit "1'" and Exhibit 'ft21t:. 

2. Southern california Water Companyrr.ay ~ after the 

dat~ hereor and on or betore April l, 1946~ issue and se~ ·at 

$26.50 per share, 32,000 shares of its preferred stoek~ 4~% 

Series, and use $840,000 of the proceeds to redeem 'its 'outstand-

ing 6% and its olltsta.nding 5% preferred stocks, and use t.he 
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remainder' of the "procet~ds ,to 'pay exp'€:nses i.."'l.cident to the issue 

of s'aid' 32,000 shares :of prcterredstock, 4;'% Series. 

; :3. " Southern 'California ·Wat.er Company may ,a~ter t.he 

date:'hereof and on: or before April.1, 1946, issue .61,932 s.hares 
. of its COl1lIlon . stock in ,lieu 'of and in exchzmge, ·share for ,share, 

for a 'like number of its'outst~"'l.d1ng common,shares of stock. , 

4. Within t.hirty,(30) days after the issue of tbe 

32,000 sl'iures' of preferred'~stock, .4t% .. Ser1es, Southern California 

Water Company shall file w~th the Railroad Commission a cer~ifiGd 

copy or the aoendcents to: its, Articles of Incorporation, a state-

ment showing to 'whom it issued a.."ld sold said 32,000 shares of 

stock, the price rece.1 ved for s~id . shares of· stock, and the 

, 'purpose's for which i t ·cxp~nded suid' prooeeds, and to whom. 1 t 

. issued said 61,932 shares of CO!l:lnon sto.ck. 

. !~ Dated at San Francizco, Californla,·tbis ~ d~y 

of November,' 1945. 


