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| Dec:';sd.on No. . 39843 - @RU@BNAE_ R

PEFORE THE PUBLIC UTILITIES COMMISSION.OF THE .SIAIE OF CALIEORNIA ..

In the Matter «of the Application of
SOUTHERN CALIFOENIA ‘WATER CCOMPANY™ Applicetion .
, . Ne. 28076
For .an Order authorizing Issuance,
of Steck or for other "proper relief.

LT s L L I
. - oL .

In thic application, Southern Califorriia Water Company
asks permicsidn to issue 61,932 snares of its common stock of
the par-value of %25 ver.chare in exénange,  chare, for chare, for

an egual number of its presently outstanding -common Share¢s.

Appliéant‘ib~a.public uﬁili%y,_and as such enguges
principally in the bﬁsimess of\diSfiibuting,and supply;ng water
in certafn argas within the counties of,Los}Ahgeles, Orangé, san
Bernardino, Vehtura, Imperial and~§ad:émehto, Stute of California
It also engeges to-e limized extent in the pubiié atility basi-
ness of'disiributing and‘sdpplying_electricity,at Bear.Valley, in
San Bernardino Counsy, Siate.of California. 'It‘alsd is engagéd
in the manufacture'and73aIe of ice &t Barstow, Saun Sernardino

County, State of California.

Appiicant i's a. subsidfary of American States Utilities
borporat&on; whaich igﬂa registeréd"hclding‘company*under the
Publie 5tili€y Holding‘Compady Act of 1935.. Because of this
faéty,app1;Caﬁ§Ps'Security.issuesuére.subiect;to-the jurisdictior

of the Securities and Exchange Commission. In connection with tre.
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issue of 32,000 preferred shares, 4k Series, the Securities wnd
Zxehonge Commission required applicunt to emend ite Articles of
Incorporation and thereby impose restricvions ﬁpon.the'payment;of
dividends on its common sStock. In substance, the restrictions are
to the offect that Lf the sggregate of dividends proposed to be
paid on common shares for any twelve nonthe would reduce the
common. stoek eculty to less thanm 25% but not Less than 208 of ap~
plicant's total capitalization, the amount of dividends that may
te paid on the common stock shwll ot exceed 75% of applicant's
net income for a twelve-montn period. If the aggregate of the
proposed dividends would reduce the common stock equity to less
tnan 20% of applicant's total capitalization, the total dividencs
that may be paid on the comman stock for the period chall not

exceed 50% of applicant's net income. (1)

(1)

Paragraph 12 of applicant's proposed amenéed Articles of In-
corporation restricting dividenc payments on the common StocK
recads as follows:

n{12) Subject to thne dividend preferences hercinabove
orovided for all shares of cach other class at the time outstand-
ing and to the restrictions get forth above and In this Paragraph
(12), the Common Shares shall be entitled to recelve dividends
when and as declared by the Zoaré of Diregtors out of any funds
of this Corporation legally available therefor. After paymeat of
the full preferential axounts hereinabove provided for all shares
of cach othor class outstanding at the time of any liguidation,
dissolution or winding up of this Corporation, whether voluntary
or involuntary, all then remaining assets of thls Corporation
available for distribution to its sharenolders shall be distri-
buted ratably upon the Common Sheres. No dividend shall be de-
clared on ‘the Common Shares which, after giving effect to such .
declaration, vwould reduce the Cemmox Sfock Equity of this Corpora-
tion as of the cnd of the calendar month last preceding that in
which such dividend was declared to an amount less than 25% of the
Total Capitalization of thls Corporation as of the end of said
last preceding month, except that any such dividend may be declared
(a) which would reducce suck Common Stock Equity to less than 25%
but not less than 20% of such Total Capitulization if the amount
of 'such dividenéd plis all dividends on the Commox Shares .Ceclhared
during the 12 months period terminating at the end of such last
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As of October 31, 1946, applicant's cormon stocit ecuity
exceeds 25% of its total capitalizatlion. ITherefore, at present
the restrictions on. common stock dividend payments in themselves
will not limit the amount of sucn dividends under applicant's

practice now prevailing.

preceding calendar montia shall not exceed 75% of the net income of
this Corporation apolicable to its Common Shares for such period,
or_(b) which would reduce such Comnmon Stock Equity to less than
20% of such Total Capitalization if the amount of such dividend
plus all dividends on the Common Shares declared during said 12
months period shall not exceed 50% of the net income of this Cor-
poration applicable to its Common Shares for such period; pro-
videg, however, that the foregoing restrictions of this sentence
shall not apply to, nor in any way restrict, (a) the payment of
any dividend on the Common Shares which is payadble in shares of
stock of this Corporation, or (b) any reclassification, subdivi-
sion, Split-up or combination of the Common Shares, or (¢) any
transfer between the capital and surslus accounts of this Corpora-
tion in comnection with any such reclassification, subdivision,
split-up or combination or payment of dividend in shares of stock
of this Corvoration. Common Stock Ecuity as herein used shall
mean the aggregate of (i) par valuc or stated capital of zll out-
standing Common Shares, and (ii) the surplus (including capital
surplus, paid-in surplus and carned surplus) as shown by the

booxs of this Corporation after giving effect to the declaration
of the proposed dividend, and (iii) premium on Common Shares; less
the remaining balance of the amount of organization expenses, as
shown on szid hWooks. Total Capitalization as herein used shall
mean the aggregate of (i) Common Stock EZquity, (ii) premium on and .
the par value or stated capital of all outstunding snares of this
Corporation of any and all classes having preference over the
Common Shares as to dividends or assets, and (1ii) the principal
amoun?t of all outstanding cedbt maturing nmore than 12 months after
the close of said 1R months period, alli as shown by the books of
this Corporation; less the remcining balunce of orgunizution ex-
penses, as shown on suld books. Net Income as nereln used shall
be determined in accordance witn accepted accounting practice (but
after provision for all taxes based upon or measurecd bty incoue,
and after annual interest charges adjusted by provision for amor-
tization of bond discount and expense or of premium on indebted-
ness, and also after deduction of depreciation for saié 12 months
perlod as reported in the accounts of this Corporation as filed
with the Railroad Commission of the State of Culiformia or cther
PUublic authority of sald state having jurisdiction to establish
or approve the system of accounts of this Corporation). Net
Income applicable to Common Shares as rnerein used shall mean net
income after deduction therelrom of all dividends payable for the
period involved on all cutstanding shares of any und all classes
of this Corporation having preference over the Common Shares as

to dividends or assets.m
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Applicant's counsel: is of tle opinion tnat tne broposed
amendment' restricting dividend payments on, applicant's cpu&ogﬁ

stock might, as a matter of law, be considered to be such an

alteration in tue rights of the cutstanding common shares of ap-

.

plicant as' to change.them into a new, security. Applicant vaere-
. . ‘ 1 . ) . A-;, “.\ . :.
fore requests permission to issue new shares of comzon stock. in

exchange for its. shares.of common Stock now outstanding.

A copy. of applicant's proposed. amended Articles of.

Incorporation is filed in.this zpplication, as Exhibit "AM,

The Commission nas considered applicant's request 2
of the opinion that this is not & matter on which a hgafing
necessary, that the money, propenty or Labor to be ptogdged
paid for'by'applicant tarough the issue of the sha:és of stock
herein zuthorized 1S recasonadly required by vpplicant for the pur-
pose herein stated, that such purpese is not, in wbole or 1n part
reasonably chargeable to oplrating expenses or to 1ncome, and tndt’

this application shculd be gr a“ted th;refore,

IT IS HEREBY ORDER 2D trat oout ra California Wate:
Company mey, after the effective date b»ruof dnd on or bcfore
June 30, 1947, issue 51,932 of its comnon shares o$ toc& of the
par value of $25 per share in exchange, share fog sha:g, for un

equal numbe* of its prcgently outstanaing common gna es

CIT IS HERESY FURIHER OHDER LD that the authorlty hereﬁn

granted will become effective when Southern Callfornla,wg:er
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Company has Tiled with the Commission 2 cortified copy of its

amended Articles of Incorporation.

IT IS HEREBY FURTHER ORDERED that within thirty {30)
days after the issue of the shares of stock harein authorized,
applicant shal® file with the Ccommission & statement showing the
numher of shares o: stock issued under the aultiority herein

ranted, and to whom such saures of stock were issued.
2’ h A

Dated at,kﬁz;;“TZ%Z@%&!@%Califérniu, this ;7-——~ day

of January, 1947.
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