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Decision No : 38‘,5&‘,_.; Cha

BEbeE THE RAIiRQAD C@WKISSION OF THE STATE OF CALIFORNIA

e  ORICINAL

Applicaﬁion
No. 27011

In the Matter of. the Application
of

SOUTHERN CALIFORNIA WATER COMPANY

P

A

For an order euthorizing it to
issue shares of’ its stock.

NS e Nl N

O'Melveny & Myers, vy Frederick N. Edwards,
for.applicant. .

BY THE COMMISSION:
. I4IQN
‘I this applieation, Southern California Water |
Company asks permission to issue and sell at $26 50 per share,
for the purposes herein stnced 32,000 sheres of’ its preferred
stock, 44% Series, “and also 15sue’ 6L 932 sheres of 4ts common
stock in lieu of and in eiehange, share for share, for a like
pumber of 1ts outstdnding common sheres of ‘stock. S ’

Applicant is a public utility and as such engages |
principally in the business of distributing end supplying waier
in certain areas within ‘the Counties of Los Angeles, Orange, '
San Bernardino, Ventura, Imperial and Sdcramento, Cdlifornia.'
To a limited. extent, applivant also’ engdgec in the business of
distrivuting and supnlying electricity at Bear Valley in San |
Bernardino County, California. It also. operates an ice plant |

in Barstow, San Bernardino County, California.
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Applicant!s gross operating revenue for thé twelve
months period ended ‘August 31, 1945, are segregated as follows:

Water $1,572,733. 40 | 52. 29%
Electric | 85 148836 5. 02%

Ice.
Total $1, 704,050 51 100. 00%

Por the same period applicanm'd gross 1ncome, that
is, the amount it had -avallable to' pay intercst amortized debt
discount,. .premium and expense,’ pay dividends and ‘for surplus,"
was $399,258.38."

As of August 31, 1945, applicant reports assets and
liabilities as foilows:

ASSETS -

Fixed capital . ‘ $ 9,819,287.61
Miscellaneous investments. | 100;301;77
Current, assets . 875;661.41'

Cash, $308, 467 ‘6L .

Special deposits 29,847.40 .

U.S.Treasury. tax'notes: 175, > 000.00

Accounts receivable ' 182,345.47 .

Interest receivable .. 593 .40

Materials and, supplies 118;665.13"
Prepayments 60,744.40 "

Deferred accounts 170,903.79
Unamortized debt discount o .o
. and .expense, ~100,279.80°
Unamortized preferred stock - , .
discount 52,000.00
Other deferred items . . 18,623.99

Total Assete
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Capital stock
Common (61,932 shares) $1,548, 300.00
Preferred 26%-20 ,000 sharesg 500,000.C0
5%-12,000 shares

First mortgage bonds, due 3/1/70
Series A; 3-3/4% 3,500,000.00
Series B, 3-1/2% 300,000.00

Current liabilities
Notes p ayable . 80,000.00
Accounts payable 61, 236 54

Dividends declared ll 250.57
Consumers'. deposits 76 977.44°
Accrued interest l 106.22
Accrued taxes 419 dle3 « 54

Accrued insurance : 5,284.03
Other current liabilities 4,710 58

Consumers?' advances for construction
Miscellaneous deferred credits

Depreciation reserve

Reserve for dneollectible accounts

anstions in aid of ‘construction
'bapitsl'Surplus
Barned surplus

Total ‘Liabilities

300,000.00

$ 2,348,300.00

3,800,000.00

660,008.92

88,506.92
523.31
2,732,517.92
2,000.00
607;ogz.62
140, 847.09
'5&@,-42.7."30

) As ‘shown by the .foregoing ‘balance sheet applicanx
‘has’ outstanding $500,000 par value of -6% and 3300 000 par ‘value
of ‘5% preferred stock. ‘It also has outstanding $3,500,000 of
3-3/4% f1rst mortgage ‘bonds and $300 000 of 34% .£irst mortgage

'bonds, both issues - being due "Mareh l 1970.

'The testimony shows "that applicdnt has under consid-

eration the redemption of its outstanding - preferred stocks and

‘bonds. 'As a first step in reducsngfits arnnual capital charges,

'1t proposes to redeem'its outstanding 32,000 shares . ($800,000

-par value) of preferred stock. The preferred shares are

‘redeemable 4t any time on'thirty-days! nétice at'the option of

-3
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applicant™s Board of Directors, at the redemption price of
526.25 Pér'sngre pluS'unpaid dividends'accumulated thereon to
andvincludiné‘the.daxe fixed for redemption.
Applicant intends to ameﬁd its Artigieé of Incorpora-
tion by two separate amendments (Exhibit "l" and Exhibit man) .
As finally amended they will provide for'two ¢lasses of stock,
consisting of 100,000 shares of preféfred and 300,000 shares of
common, each having a par value of $25 per share, of an aggre-
gate par value of $10,000,000.
As said, applicant now asks permission to issue

32,000 shares of preferred stock, 43% Serles. It has entered
into an agreement to sell said 32,000 shares of stock at §26.50
per share to the following:

Continental Castalty Company 4,000 ‘shares

Continenttal Assurance Company 4,000 "

Investors? Syndicate : 8,000

The Lincoln Natiomal Life Insurance Company 6,000

The Life Insurance Company of Virginla 4,000

Equitable Life Insurance Company of Iowa 4,000

Central Life Assarance Company (Mutual) _2,000

_ " Toval 32,000 shares
The preferred shares, 4% Series, are redeeméble at

any time on thirty days' @btice at the qpiian of the Board of
Directors at the par value thereof gluéﬂuﬁpaid.dividends accrued
thereon to and including tﬁe date fixed for redemption, and a
premivm of $3 per share irvredeemed on or prior to December 31,
1960; or -a premiunm of-é;“per share If redeemed after December 31,
1950, but on or before ‘December 31, 1952; or a premium of $1.50
per share if redeemed after December 31, 1952. Upon the sale of
the 32,000 shares of 4% .Series preferred stock, applicant will
realize a gross consideration of $848,000. It proposes to use

$840,000 of this amount to redeem its outstanding 6% and 5%
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preferred stock, and $8,000 .to. pay commissions incident toT-

the sale of the 43% Series preferred 'stock.  At.the price of.
$26.50 iaen share, the effectivedividend -rate on-the 43% Series :
preferred stoék 1s about %4.009%. . The average effective dividend .
rate on the' preferred :stock now outstanding ls. about 6.015%.

The current .znnual dividends: on applicant's presently .

outstanding preferred .shares of 'stoci:- ‘amount to $45,000. The-
annual dividends on the new:shares ‘of ‘preferred stock amount to
$34,000. Applicant will thus.effect an -annual saving in -divi- -
dends through the redemption of .its.outstanding preferred stock -
and the -issue of 44% preferred st6Ck,.o£ $11,000. From-this it
deducts $1,760 representing federal surtax .at the present rate .
of 16%, leaving a net annual.saving of £9;240. |

Applicant!s officers are-of 'the opinion that the.re- -
funding-.of ites preferred stock on-the basis herein indicated -
will.enable.itxto"refund'itS'outstanding bonds at a uore favor-
able price than. would be‘gossible'were.the‘present préferred
stock outstanding.

The~testimony. shows that the premium which applicant
must pay upon the redemption of its outstanding preferred shares--
of stock, amounting to $40,000, . and: the -preferred stock-discount.:
of $52,000 now. recorded on its books,.will be.charged -to earned -
surplus.. The-commissions paid upon the sale.of the new stock
and the stock sales expenses,. estimated at $10,330, will be.
charged to capital stock-.expense...

ALl of applicant's: outstanding. 61,932 shares ofcommon
stock are. owned by the American. States Utilities Corpration; which .-
is:a registered holding company.. . Counsel for- applicant 1s .of ..
the opinion. that the.amendmeﬁts‘tO'its Articles of Incorporation-.
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affect the rights of the holders of the .common stock and that
new common stock certificates should be issmed. Applicant
therefore asks permission to issue ‘61,932 shares of ‘common sTock
in lieu of and in exchange, share for share, for a like number
of 1ts outstanding common shares of stock.

QRLER

A public hearing having been held in the aI;ove entitled
application by Examiner Fankhouser, :and the Commission having
considered the evidence subnitted at such hearing and 115 being
of the opinion that the money, propexty or labor to be procured
or pald for by Southern California Water Company through the
issue of the stock herein aunthorized 1s reasonably required by
applicant for the purposes herein-stated, and that such purposes
are not, in whole or in part, reasonably chargeable to -ope;atinfg
expenses or to income, and that this application should be
granted as herein provided, thercfore,

IT IS HEREBY ORDERED as follows:

1. Southern California Water Company may, after the
date hereof and on or before April 1, 1946, amend its Articles
of Incorporation in, or substantially in, the form of the amend-
ments filed in this application as Exhibit "1™ and Exhibit "2mT.

2. Southern California Water Company may, after lthe
date hereof and on or before April 1, 1946, issue and sell at
$26.50 per share, 32,000 shares of its preferred stock, 43%
Series, and use $840,000 of the proceeds to redeem its outstand-

ing 6% and its outstanding 5% preferred stocks, and use the
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romainder of the proceeds 'to pay expenses incident to the issue
of said 32,000 shares of preferred stock, 4i% Serles.

‘3. Southern California Water Company may, after the
date hereof and on or before April 1, 1946, issue 61,932 shares
of its common stock in lieu‘of and in exchange, share for share,
for & like Humber of its outstanding cormon shares of stock.

4.} Within thirty (30) days after the issue of the
32,000 shares of preferredistock, 44%. Series, Southern California
Water Company shall file wlth the Railroad Commission a certifiled
copy of the amendments to' its Articles of Inco?poration, 4 state-
‘ment showing to whom: it issued and sold said 32,000 shares of
stock, the price recelved for sald. shares of. stock, and the
"purposeé for which it-expended said proceeds, and to whom it

{ssued said 61,932 shares of commen stock.

‘Dated at San Fr&ncisco,'Cdlirornia,-this Aé"‘e' day
of November, 1945.

Commissioners




