
Decis'ion No •. 3984.3 

BEFORE THE POELIC :.JTIL!T!£S COMMISSION,' .O~ THE ~ST.A.'lE OF CALlr.GPJ,'UA: . 

In ·the· Matter 'of th:e A?plic.3ti.on ·of 
.., 
I · · SOUTH1P.N CALIFOf~lA '\~ATER C01,1P~~Y'. ) · 

For .ar.. Ord:er ·al.l:thor.izing; lSSllc.~ce·, ) . .-
of Stock or' .for :-other 'i'roperrelief ~. : . 
~ - - - - - -. -"'--'- - .- ,.~ - .- - - - .~ -) :. 

Applic~ tl,ot~ ... 
Nc. 28076' 

I. ", , 

In tl'liz applica tio~, Sout·hern· California ;Wo. tel' Cox:pa..."lY 
.. . 

asks' perr.li::sion to issue 61,9.32 shares of· its. co::unon stock of 

the par' vallie of' $:25 per. share 1.'"1 exch~ge, . s!'l.are, for share, for 

an' equal number of. its presently outstandinscoIn.'Ilon.sha.r0s. 

Applicant· i's . a publ:ic l.ltili ty, _ a.."ld as such enga6e~ 

prir.cipallY. in the .bu~i:c.ess of, distributing. a.~d sl.lpplyilfg w~ter. 

in certu1n areas 'n1 thin the cOll."1t.i:es 01' Los' .,Angeles, Or~ng~" ::Ian 

Bernardino',' Ventura, I::;)(~r1&.i and: sa.c·r~ento, State. of C.;11~forn1a 

It' &lso engages' to·a limi;ted. exten~ in the public utili :t:v: bilSi-. 

ness of dist.rl:buting, a."lc. sLl'pplying. electrici,ty. tl.t Ee&.r. Valley..:i:ll 

Sa...~ Bernardino COl.lnty, State. of California. It also is engag,ed 

in the' nlUlufacture' ar.c. . sale of ice at'" Bar.s.to;r{, S:.:1..", J::Sern&..rdit;lo 

COllIlty 1 State of' Cal'ifo.rnia . 

'.. ,. 
Applicant·. :lS Q'. slfbsfdi:ary of, American' Stat·.e·s ... 0 ti~li ties 

/. . 
Pl.lbli~c Otility Holdi:1g C0l:1Pa."l7 Act,. of: 1935·., Because of this 

fa:ct',·. appl~cant.' .. z·secul'i;ty. :Ls.s~.es. are. subj,ect:. to' the jar.i.sdi;:ct~or:: 

of the Secur1iies and Exchange Com.':2.'iss1on. I:n con."1ectipn. wi,th tr.JZ.. 
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i:S.Sl.l€ of 32,000 preferred sl1[1.res, 470 SCl'ies" t.r..e Securf't.ics. ~nd, 

EXch::.ng€ COr:1.'"':'.:t.ssi-on req,ui,rec.: (l·.pplica.nt to a=.enc. i teo AI,'tlc1es of: 

Incor,oro.'tio!'l and theraby: i!:lpo.se restl'ic't'ions upon. th~'Po.J:'r:lcnt; or 
div:i:ce:lds on it's: co~on s.tock., In: stibst~illce, tlfe rest.r.ictio:ls a:r:e 

to; the effect that j,.f the.' aeeregate· of' d:tvidenc:s prop.osed· to' be 

paid on COl::l.'ton shares fo:, any- tv:el'ire ::!ontM wo:.:.ld rec.tlcc t,t,e 

cO!:l.=on sto:e% equi t"J to les.s thM. 25% bl.l"t no:t. J.:,ess tb.a.n 20% o-t ali-· 
plicant f 50 tot.al cap'ita.lization., the z.::.OUtl:t ot dl,vi¢;ends that may 

be paid on the com.':l'Oo. stock $!'la.!l :lot. exceed 15% ot applic·ant ':s 

net inCOl!lC' fo:' a. twel·/e-month period. If the aggregate of the 

proposed dividends I':ould reduce- tr..e ~O!'!l."non stock equity t.o l,ess 

than 20% oi applicant's total capitalization, the total dividenes 

that may be pa'id on: the conc~n stock fo.l" the p-eriod shall not 

exceed 5'0% of app11ca.."'J.t's net inco:l€. (1) 

d t 

(1) 
Parag'raph 12 'of applicant t s proposed amended Articles of In~ 

corporation restricting divid.:nc. payments on the co'::::C'lon stock 
reads as toller!s: 

tl (l2) Subj~ct to the di'ttic.end o:::'ef€rences ~croinabovc 
provided for all shzres.oi each other class at the time outstand-
ing and to th€ restrictions set forth above and in this Paragraph 
(12), the COI!l!:lon Shares shs.l1 be entitled to receive divici..ends 
when and as declared by the Board ·of Directors out of ~"'J.y funds 
of this Corporation legally available therefor. After pay~cnt of 
the full preferential ~ounts herei."'labov'c prO'Vide<i fot' all shares 
of each othzr class outs·ta.l').ding at tl'te time of ~y li~.uida~/ion, 
dissolution or winding up of this Corpora'tioIl, i/l:1.ether V'oluntary 
or involuntary, 0.11 then r£!:la1n1ng asset.s o,r this Corpora tior ... 
a'7aila'ble for distri'out'ion to. its shar.eho1d€rs shall be distri,-
bt.lted ratably upon th~ C~on Sb..;;.res. No di~/id.end s0-doll be de-
cla.red on 'the COr:r:lon Sh<:1res which, after g.iviI1.e= ·.cffe,ct ,to suc·h , 
declaration, vio'l.lld rec.l.l·ce :the C~;l .stock EqlJ1t,Y of this Corpora:~ 
tion as of :the end of the calOIldar eon'Ch last pJ7'e'cecl,1ng that in 
whl:ch such dividend wa~ declared to an amount. less than 25% of .thE. 
J:otal Capitalization of this Corporation .as or theenc. o£ ,said. ' 
la.st pre·ceC.in,g ::onth;o exc'ept. that 'a.."'lj" su·cb. divic.end may be c.ecl~red 
(a) which would reduce $l;lc·h Corr.r.on .Ste<:k Equity to' le-ss t~ 25% 
:but ·no:t less than 20% of sLlch ·Totc;.lCapi,t~li2ati'on if tb.eamount 
'of 'su'ch dividend ol'us all divid.e!lds on :the ·Ccmrnon Shares ,decl-a.red 
cltl,ri~g the '12 mon·t.hs period 'ter=in~ting s't. :the end or such las~ . 

-2 



As of October 31, 1946, b.pp11ca."lt.' s cot1r.on stocl,:: ~qui.ty. 

exceeds 25% of 1 t.s total capitalizatio:l.. T!'lerefore, at. pres'en t 

the restrictions on. common stock dividend pay::lents in. the:ns~lv:es 

will not lj;~i t, the amOllnt of such divid-enc1s under ap,t:llicant" s 

practi 00 now prev.ailing. 

(1): Cont' d, .. 

preceding calendar month shall n.o,t exceed 75-90 of the net income of 
this' Corporation applicable to its Common Sha.res for- such p€Z'iod,. 
or (b) which woald reduce such Cotm:lon Stock EquitJ.i' to. less t.han 
20~~ of such 'Xo'Cal Ce.pita:11zation if the· an::ount. of such dividend· 
plus all divicends on the Common Shares decl<:a.red dl.1:l'ing saie: 12 
months period shall no.t e"ceed 50% of thE: net income of tJ:-..i.s Cor-· 
poration a:pplicable to its COI:l!llon Shar~s for such period;; pro.-
vided, however, tb.a t the f.oregoin,s res·trictions of t...ioUs sen t.~nce 
shall not ap,ply' to, nor 1n any way restrict, (0.) the payment of 
FJ.."lY diVidend on· the 'CoIZlon Sha.res w.b.ich is -oayable in srw.re-s of 
stock or this Corporatlon~ or (0) any r~class1t1C&t1on, subdivi-
Sion,. splj;~-up or combi.."lation of ·the Common Shares., or (c) a.'1y 
transfer between the c3.1,:lital ~nQ S:.l·r9lus nccounts of' this Corpora-
tion 1:1 con.."lection with a.."lY slJch reclassific~ tion~ subdivision, 
s,plit-up or combination or payz:1E:nt of dividend in shares or stock 
of this Corporation. Comr.on StOCK Equity as here1."l used sht;J.ll 
mean the aggregate of (if p~r value or. stated capital of all out-
st~nding Common Shares, ct.."ld (ii) the sl.1rpllJs (lnclllding capl tal 
surplus, pa.id-in surplus and earned: sUrf'lus) as shown by the 
boo~s of this Corporation ~ft0r giving effect to the declaration 
of the proposed. dividend, and (iii) preQiun on Common Shares; less 
the remain1.."'lg bala."'1ce of th~ a::Ol.l."lt of organization expenses" as 
shown on said. books. Total Capitalization as herein used shall 
mean. the aggregate of (i)Com:lon Stock Eq,i.llty, (ii) premillID. on and " 
the par value or stated cat'ito.l of all o:.:tstanding shares of this 
Corporation of any and all classes having preference over the 
COOI:lon Shares as t., dividends or ~ssets, and (iii) 'ch€: principal 
amO~"lt of all o~tstanding debt maturing ~ore th~"l 12 months ~ft~r 
the close of said 12 ~o~ths period, all as sho~n by th6 books of 
this Corporation; less the re~~ining bal~ce of orb~iz~tion ex-
penses, as sho~n on said books. Net Income as herein used shall 
be,dctGrm1ned !n accordance with accepted acco~tin~ practice (blJt 
after provision for all taxes based upon or measured by income, 
and after annual interest charges adjl.1sted by provision for amor-
tization of bond discount and expense or of premium on indebted-
ness, and also afte:- o.cdl.1ction of de:jrccitltion for s~iQ. 12 months 
perioe. as :oeportod in the accol.1nts of ·this Corporation as filed 
with the E\.;;.ilroad Coo.."'1ission of the State of.' Co.lifornia or other 
·pl.1bl1c authority of saie. state having jurisdiction to estQ.blish 
or approve the system of accou."lts or this Corporation). Net 
Income appl:cable to Co~mon Shares as herein used shall me~n net 
income after decllction therefrom of all dividends payable for the 
period involv.ed on all outst~"l~ing shares of any ~d all classes 
of this Corporation having preference over the Common Slwres as 
to dividends or assets.~ 
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Applicant' SCOI.1.'''l_se~ ~ i~ of): tl:-.~ op:t~ion tha't ~ the, prppcsed 
~ • .' I' , • 

a:lCndlllent· restricting di~idend paymE::::-t~ OI\ ap,licz.r.t '·s C?70~.: 

stock mlght:. . as a :':latter of law, be cO:lsidered, to be such an . . .', , I', 

alteration- in the right$ of:,thc outstandirtg common. sh:;..r~s oi', .. o.p~ 
, , ' .. I , 

plicant as' to ,cha."lg~"theI: into 11 nIP:""" security. AppJ.ico.nt therc-. . \ ~.; . . .: \ ~,~ ~ . 
fore. reques.ts permission to.1ss.ue now sh~res of; conu:.on stock .. in 

• • • '" I } ~ " • , .". 1" • 

e:{change for' its, shares -of CO,I:lL'lon. stock nov .. O:.ltsta..~a.1ng. 
• .'. I •• ,r" \ ., . 

A copy" of' applic,ant' st'~opose,d,. &men~_e~ ~ticl~S of. 

Incorporation is fi~~d in this applicat~on. as E;y.hib.1t. ":Att;~ 

o R D E Fe - - .. - --. 

'!:he CO::nllssion ha~, cO!'lsidereo. ar.rolicant T s req,uest and i~ , . . . .. . " . 

of the opi1niop. that ~hiS is npt eo rtattc~ on which a hearing 1·s . ,I. ,. , 

necessary, that the mO!ley" prope~ty ox: labor ~.~ ~e pr,Q.~Ll~ed o~ 

paid, for b:r applica"lt tbrough the issue of the shares of stock 
, . ,... 

herei.'"'l. e.Llthorized is rcasonrl'oly reCiuired by applica.~t for ~he pur-
I " , .' •. , '\ 

pose herein sta~cd, that sU'.ch '9Uf?o,se ~s, not, L..,." who17 or in par~, 
I .,' I 

reasona.bly chargeable to opcrt.ting exp~nses ~r to income, and th(),~ '. ..' 

this app11ca~ion sh~uld be gra~t~~, theref~~~~ 
, • '. , .' ~ •• l' 

IT IS HEREBY ORDERED trMlt Southe:r!:l California Y~o.te::, 
. (I I"· I ',.';',' 

Com?~~y may, after the effective ~ate hereof and on or before 

Jlllle 30" 1947" issue 61,932 of its corr~on shares of stoc!-c of the - . '.' " 

par value of $25 per sh.;z.re in. excha.."lge, share for s,hare, ~,or an 
, !' • • • ,'" , 0- , 

equal numbe:- ':If its pre::;er: tly· outs;tar .. ding common shares. 
,', ' I " ."., • 

IT IS HEliSY FO,R;:'HER ORDER1P ,tha:t. .~he al.lt~ori~Y ~er,ein 

granted :will be,come e,ffecti ve wheIlSOll:t~ern Ca;Lifornia .W.z:.ter 
'. •• I, • 

I , 
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Company has f~led I,':i th ,the ,Comrr:.i~sion 3. certified copy 'of 1t.s 

~rncnded Articles of lnco.rp'ora tion. 

IT 1,5 HE~Y FURTHER Oi\DEEED that wi thin thirty ::(30) 

da:{s o.i'ter ·the issue of ·th€ shares of stock hc:r€ia 'aLlthorized:1 

o.pplic.'mt shay.' file with the Cc:r.mission & statc!:lent showins ·the 

number of s!'la::es of st.o,ck issued tlnc.er the lit.:< thori ty b,er,cin 

gro.nted, G1..."'ld to who,::! such ,sh",,!'es o;:f stock were issu~d. 

O",t "e a t .~ -0~-Zd%,";".Colif6rni'" this 7 ~ ,day 

of Jo.."luary, J.947. 

Co~iss1oners ~. '-. 

C· -./ 

,. 


