A.29732 !L :mr ‘ . .

Decision No. 42220 . @['?Dj) i @ Z] Z;‘L//"ég l

In the Matter of the Application
of

SOUTEERN CALIFORNIA VATER COMPANY,
for an order or orders authorizing it Application
to issue dits stock and bonds and to No. 29732.
mortgage Lts properties.

Ql¥elveny & Myers, by Erederick N. Edwards,
ror Applicant. ‘

In this application, Southern California Water Company
asks permission to issue and sell, for the purposes hereafter
stated, 36,000 Preferred Shares 54% Convertidle Series of stock,
20,925 Common Shares of stock, and $1,000,000 principal amoun®
of First Mortgage Bonds, 3% Series Due 1978. It also asis per-
mission %o issue'fron‘tﬁhe to time, Com@on Shares of stéck in
such aggregate amount as méy be required upon coﬁversion of said
shares of Preferred Stock pursuant to their terms, and to execute

a supplerental indenture to be dated December 1, 1948;

Southern California Water'cbmpany, heréinafter some-
tines referred to as Apslicant, is a public utility and as such
engageslprincipally in the business of péoduciﬁg, distrituting
and supplying water in certain areas within the Counties of Zos
Angeles, Orange, San Bermerdimo, Imperial, Ventura and Sacra-
mento, California. Applicant 2lco engages in the public utility

tusiness of distributing and supplying electric'energy in Bear
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Valley, in San Bernardino County. It 2lso owne and operates oo

ice plant in Rarstow, San Bernardino County.

Tor 1° 46 1947, and the twelve months ended September
30, 1948, Applicantts earnings may be summerized as follows:

| 12 Honths

Ttem 1946 1947 _9=20~48
Operating revenues:
Wwater - $1,781,305 62,011,720 $2,172,349
Tlectric 144,7;3 66,467 169,J66

Ice 42,420 425181
Total operating revenues 1,9 8,448"2,220,3 R

Operating expenses 1,521,488 1,610,.2 5“

Net operating income vefore ‘ -
deducting special charges 446,660 610, llO 579,997
Other income-net 3;891\ | 94906‘ 6,290
Gross income before dedw cting ' : E
special charges 450,859 617,016- 586,287
Deductions: - S
Interest 143,415 144y 545 152,696
Amortization of dedbt dis~ - '
count and expense 6,689 2,252 665
Special charges equivalent to
reduction in income taxes re-
sulting from refunding of

bonds -- 75,000 24,5500

Other interest A 1,043 2,883
Total deductions 150,522 222,940 - 180,744
Net income 300,29 394,076 405,543
Preferred stock Qividends L5, 796 : 66 OOO 66,000
Salance fo. comuen stock and

surplus % 254,500 & 2283070 . ‘2222242

During 1946 Applicant paid on its common sTock d;vidends
in the amount of $200,659.68, in 1S.7 150,494;76, azd ‘during the
first seven monthe of 1948 $168,500.97. Applicant ac of‘Jply 21,

1948, reports its assets and lizbilities as follows:

Assetg

Plant property ané equipment $12,305,297.29
Tangible proper ty *503,201,784.04
_ﬁtanbib;e and. water rights 103,513.25 ,
Nonoperating properties 106,774.00
Current assets 1,094,171.20
Special cepo,ita 14,004.97 3
Cash 428 LR5. L6
Accounts receivable 229,603.29
Material and supplies 225136;38
Prepayments o 124, 551 71
Deferred charges 25, 716 27

Total assets $1éa6265211.o7
-2
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* Water sroperties $12 2304, 521

Blectric properties _ C 540, 268 04,v
Tee properties 60,569.J4n"
Property under construction 296

Total 5513-,-201,73‘4.044

Lisbilities and Surnlus

Cortnon stoek | 1 569,370 00
Preferred stock : ' .1, 600 000.00
Preﬂi_r on sale. of preferrcd stock ' 101,_20 00
Tirst mortguge bonds, 2-7/2% series, |
- due 1977 - 5,100, 000.00
Bank loans uwnder credit agreement . 200 000.00
Current liabilities . 806 072.85
Accounts payable o $224,712.09
Interest acerued ‘ 37,364L.52
Taxes acerued 325,750.77
Dividends payadle 67 504.53
Customers? denosits 3 119,-04 3R
Other current liabilities 21,630 56
Customers' advances ¢o* construciion T 648,46,.71
‘Reserve for depreciati : 3,4;0 826. 465‘
Reserve for past ee*vice peasions : 49,499 6L
Unamortized premium on bonds 18,945.37 "
Donations in aid of construction 640 04l 72
Capital surplus 162, ,012.75
Barned surplus — 430312959 -
Total liabilities and

surplus glézegea”gn;ov
ApbliCﬁnt” outstanding. Preforrnd Stock . conqxvts oL
'32,000 shares of 4-1/47 uCTiQ’ anéd °2,000 share* of 47 Serie

Presently 1t hzs outetanding wnder the credit Ggree ejt executed

pursuant to the autnority g*anted bj.Decision No. 41317;,dated

March 16, 1948, in Application No. 29149, $800,000 of notds.

The testimony shows that Applicént‘hus cypcnded, or
will expend, during 1948 Lor the acquisition o* cons ruction_of
properties, aoprowzrutelv $2,000,000. ro 949 it e ti‘ates its

capitel expendxyures ot ,4,150 OOO, ung“egdted 25 ollows:
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Water upply ' ‘ 455 000
Distribution meins and ppurtenances - 960 000
Mo;crs and services ' ’85,000
Bear Valley electric system ' 200,000
WEscelWaneous : . 1503000:

‘Total $2,150,000

The above estimated exmenditures fqr,l949‘défﬁot in-

clude adveonees of about $210,000 from‘real‘estaﬁe subdividers.

Applicaﬁt has entercd into agreeﬂent, w*tb Aetna Life
Insurance Company and Provident Mutual Life Insurance Comnany of
Philadelph* .for the sale to them of w;,ooo 000 principal amount
of First Mortgage donas, 3% Se*ic* Due 1978. Each’cqmpany'wilg
- acquire $500,000 of said bonds. The sale price 15 99.020 of the
pr;nc‘bal gmount plus acc"ued interest £ :om Deceﬁber l; i948; fo
the date of the deld vcry of. the bonds. At'thaf pricé’the-efiec-

tive lnperest rate is about_B.OSﬁ-

A,ﬁnl* cant intends: to offer 20 ,924-2/3 Common Sha.res of
its stock to the Holders of its outstandrng Common Sharee on the
basis of one ,hare for edch threc Com.on Shares hcld on the
record date, to w:t, Novembc* 16, 1948. The right. to uubfc“ibe
for fhe“e*ock expires on November 30, 1948, The shares haVe 2
value of 325, and will be offe*cd to the holdcrg of Apblicant's
Common Shares at $36 per share. An wnderwriting syndicate
represented by Earris, Hall & Company (;ncbrpérétéd)‘has asréed to
purchase frdm Applibant 720,925 Common'°ha*es, or'sucF'n"rt thereof

s may ot be subseribved for by the ,tockholdc.,. The under—
writers agree to pay pr;icart $36 per ghgre. However, if any of
the Common Shares are sold by the underwriter price in

cxcess of £36 per anare, the unde*write have agreed’ to pay
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Applicant in addition to $36 per share, z sum eoual?to 50%4of

such excess up to 31 per share, plus.75% of uuch exe csg, 1L any,
over $1 per share. The underwriters are to rccoivc a andby

commission of $1 per share on cach of tno 20,925 Cowmon Shares,

M'

plus wl ’o: each‘anare rarchaseld by the underwrite f*om apvli—

u

cant 4f the number of shares unsubseribed under”the”warra“ts
aggregates more than 2, 093\Shé*es < ﬂo*'moré‘ﬁhan 5,221 chares,
r 81.25 per share 50 purchased if the anuubscribed shurcu aggre-
gate more than 5,231 but not more then 10 46’, or wluso:for each
share co purchased 1if the wsudseribed sn es aggrugate nore than

103 463- , ‘ o ‘!
| L
Applicent agks permission to issue subseription war-

rants for the Common Shares.

Aﬁplicant kas entered into an ag“ecnort tokscll 0 oaid
wmderwriy irg uynd*cutc sa*d 36,000 Prcfe*rcd Shares gf 51% Con~
vertidle Seriecs at *he*r par value U, TO.wit, §£25 per qhare. The
undgrwriters gropese to o:fer the preferred s ﬂres'fgr’saic aﬁ‘
$26.50 per chare. The preferred saarQS‘may;»dt the éptibn of the
nolders, be converted into common shaeres on the 1nit*°l basis of
onc- share of preferred for 6/10ths of 2 share of comggn. The
preferred shores are cdecwgble, at tho option of‘Apnlicant, at
$25‘per share pluS-accrugd dividends to date of redemnt*on and a

remium as follows: $2.75 ver share il redeemed on or prio* to
- November JO 1951, $2.50 per share if redee 104 thereafter but on
or prior to Novembder 30, 1954, $2. 25 per gh¢re it redeemed ;hore-
after but on or.orior to November 30, 1957, $2.00 per share
if redeemed thereafier but om or prior to*Yov craber 30; 1960, and
$1.75 por share if redecmed tﬂe“eaf* 2T, Apnlmcant aeys per-

ssion to issue. its Common Sharecs frow tine <0 t*me and in guch

-5
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ageregate amount as may be reguired upon comversion of its Pre~

ferred Shares 54% Convertible Series pursuant to their terms.

Lpplicant 2stimates its-ezpenses incident to tﬁe issue
and'saie of said shares of stock and honds, ekciusife 6f undeﬁ-
writerst commissions, at 357,440._ The undérwritéfs"comﬁissions'
- on the Common Saares will rangc from minimen of $20, ,925 %o a

naximo of “52 31? 50.

A copy of the underwriting agreement covering the scle

of the stocks is on file in this applidation'as Exhibit nyle,

'Assuming that Avplican*‘ﬁilﬂ receive ¢36 per share fo*
the 20,975 Comton Shares of stock, 1t will realize f“om the sale
of 1ts shares of stock and bonds @ total of $2,643,500, segre-
gatcd et fol:ows- ' -

$1,000,080 of oopds ; @ 990 200

36 000 Preferred Shares of stock ' 900 ooo,
20 925 Cormon Sha:es of "“ocr ' 7 OO,

Tota ;%2,64:3, 500,

Applicant zcks permission to use'the;proéée&s to pﬂ* o
its expenses incident to the Lssue and sale of szid bonds and
shares of stock, to pay the 8800 000 of notes (uond proceeds will

be used for this purpose), &nd to fingnce in ugrt it ts. 1949 con-
struction progran.

The two insurance compgn;es are not oblivaued to ac-~
quire sz1d.$1,000,000 of bonds unlosq Applic nt uelle tha 36 000
’Prcfcrrcd Skares and 20,925 Common Sha*es of svock. Annlican**e
current capitalization ratios a d waat those rutlo”.would have

been had said bonds and stock been ouu,t«noing are as follows:
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Current ratios oro ‘forma ratios

3onds 53.12% - . 53.25%
Yotes g.33 - '
Preferred stoclk 17.71 S L R2.70
Common stoek 16.3Z - 20.27

Barmed surplus 448 3.75
Total SLA 22972

It.is essentizl that Applicant obtain a subst antial

part of its current capital regquirements from the'sale of stock.

Applicont has filed in this proceeding as Exkidis A
a copy of its supplemental truct ihdenture;' It expressly convey
to'the Trustee under Applicant's. original indehture dated Moy 1,
1947, certain afte.-ucqu rcd U“Opertles, sets fortn tﬁe coupon
gnd fully registered forms of the new series of bondg,- and fixes
the terms end prov;siong thereof. We find the,sume to Ye in

satisfactory fofm.‘

‘The Commission having considcred h ﬁéstimbny sub-
mitted at the hearﬂng had_pn thls application and ittbeing of thre
opinion that the money, properiy or lador to be procured or paid
for through the issue and sale of said shares of stock-and bonds
is reasonabdly required by Southern Californié Water Company for'
the purvoses specificd nerein, thet such purposes;-éthe: than' the
payment of'accguédffnterest and expenses incident to the issue of
said bonds, are not, in whole or in part, .easbﬂablf chérgéablé'
to oper ating expenue, or o incoﬂe, ad that this application |

'ahculd oc granted, ,ubjccu to the n*ov;gions o* tni° order,

tho*e*ore,
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IS SEREEY ORDERED as follows:

1. Séuthe:n Califoraiz Water Company nzy, offecti#e as
of this date and- on or tefore December 31, 1948, issue and sell
at not less than $26 per share,‘20,925 Common Shgreé £ stock,
R0,924=2/3 of said shares to be offered to the holders of its
Commmon Shares of record on November 16, 1948; pursuap to sud-
seription ﬁarrants, on the basis of one (L) share 6f'thc new
stock fdr_three (3) shares presently owned. Southern California
Vater Company may issue subscript-on‘warraﬁts.c9vering the offer-
ing of said shares of stock to 1%s stockholders. The shares not
subseribed for by the stockholders may be éold pursuont to the
terms of fhe wmderwriting agreemont on £ile iﬁ th;s‘application

25 Zynibit mlv,

2. Southern Califormia Water Company may, effectize as
this date and on or wefore December 31, 1948, issue and 5011 
not less than $25 per share, 36,000 Preferred Sheres of SiA

Convertible Serics of stock, such sharas To be sold'pu:suant‘tb
“he terms of <the underwriting-ggreement on‘filé‘ih fhis'applica-

Exhibis m1im,

3. Soutkern Califormia Vater Company may, effective
upon the payment of the fee prescribed by Section 57 of the
Public Utllities Act; and on or before Decembe:yzl,,iQAB,'is.ue
and sell, at% 99.02€-Qf“t“e prineinal amount plus“acérued intercst
from Deccmber'l, 1948, +to the dete of pa‘mént“for:and’the_delivery
of the'bonds,_$l,ooo;ooo srincipal amount of Pirst M@rﬁgage Sonds,

3% Series Duc 1978.

L. Soutihern Californic VWater Company may, effective as
. » :

is date and on or before December 31, 1942, execute a2 supple-
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men tia d the form of the inden-~
wure

5. Southern California Water Com mpany may issue and
dclivc* its Cemmon Shares of stocxk from time to time ,na in suck
aggregate omount &s may be required upon'conversmon of-its Pre-‘

ferred Shares 53% Convertidle Series pursuant to their terms.

6. Southern California Va er'CQmpany may uee the
nrocc:.de obtﬂinod from the issue an cale of said stock° and
.bqnds, other than azccrued interest, to pgj -tu exne.sea incicdent
to the issue and oalego. said stocks dnd:bondu, t0 pgy ovtstand~
ing.notes in the aggregate amount of $300,000, and toﬂbay in pa*t
its construction expenditures incurred during *949 and referred
to in EZxidit "9" on file in this sroceeding. - The acerued

interest may be used for general'cbrporate'purposcs.

7. Southern Celifornia Water Co D“ny ,hall file with
the Cormission as soom as availabdle, a conplete copy of itz
registration statement filed with the Securmt nd xchange

Commission,-together with the ex.ib_tv referred to uherein except

as to such exhibdits as may heretofore have been ;1led with thc
Commission.

~

5. On or before Jenuary 21, 1949, Southemn Califb:nia
Watér Company‘éhall file with'the‘Commiséion a statement shoﬁing
the nmumber of shares of common stock and shares of preferred |
stock ond bonds issued under The authority herein granted; the
consideration received from the aie of said common shares and-
said pr erred shares of stock and from aaid bona th@‘amount ol
“the p*occedg expcrded to December 31, ;948, and uhe pufpose_for

which said e,_g. ditures were mede. Thereafter, the company shall
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file, a5 soon as practical, quartc*ly “cports «howiﬁg the pur-

poses for which said *emaining proceecds were expended.

9.  Southemn California Water Company shall,fon or
vefore June 30, 1949, file with thevCommission,é-stgtément show-
ing in detail the expe*sés incurred oy it in'éonnéction with the

iesue of said saares of SuOC[ and bonds.

Dated at San Francisco, California, this _/ /"“
of Hovember, 1948. ' |

Commissionors .

ﬁ-— 703 &4
N /16 1348




