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Decision No;. 44926 

EEFOP.E l'RE PO".BLIC UTILITIES COMMISSION OF THE S'l'ATE OF CALIFOmIA 

In the Matter of the Application of ) 
· · CONSERVATIVE WATER COM? ANY, ) 
· · a co~or~tion, for authority to borrow ) 

money and to execute a loan agre~~t, • 
promissory notes and mortgage. ) 

. . 
~-~---~~---~~-~---~-. 

OPINION - - ............. - ........ 

Application 
No. 31829 

This is an application by Conservative Water Company for an 

order authorizing it to execute a lo~ agreement, to exe~te a mort­

~age~ and to issue notes in the aggregate ~ount of $125,000, for the 

purpose of paying indebtedness and of financing the cost of additions 

and improva~ents to its facilities. 

Applic~t is a California corpor~t1on engaged as a public 

utility in the distribution of water ~~ a portion of the City of Los 

Angeles and in territory adjacent thereto. In its annual reports to 

the COmmission for the last !ive calendar years, it shows that its 

reported investment in fixed capital has increased from $630,534.41 

at the begi.'I')..."'ling of 1945 to $8.36,956.17 at the close of 1949', its 

active service·connections from 7,44S to 8,591, and its oporating 

revenues from $169,356.55 to $203,729.90. For the ye~r 1949 ~d the 

first eight months of 1950, it reports the following: 

Operat1ng revenues 
Less: Operating expenses 

'X axe s 
Depreciation 

Total 
Gross corpcrate incoc.e ' 
Income cnargcs - net 

Net income 

- 1 -

1949 
120:3,729.90 

ll2,844 .. 43 
30,962.09 
20.351.3~ 

164.l57.88 
39,572.02' 
4,973.21 

$34. 59$.Sl 

1950 
8 months . 

$140,052.2~' 
74,,932 .. 9 , 
20,720.:00, 

).}. 557 • .52 . 
109, 21Q~5,l . 

:30, 841. 72' 
2,821.7.4 

$ 2S,Ql9,;.9S 
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In Exhibit E, ~pplic~t reports its assets and liabilities 

as of August 31, 1950, as follows: 

Assets 

Fixed capital 
Ydscell~eous investments 
~lrrent ass~ts -

Cash ~~d d~os1ts 
Accounts receivable 
Materials ~d supplies 
Prepaid insur~ce 

Total current assets 
Suspenze 

ti:.lbi11. ties' 

Capital stock 
Funded debt 
Current liabilities -

Accounts payable 
Con~ers' depOSits 
Aeeru~~ liabilities 

Total 

Tot~ current liabilities 
Donations in o.id of co'nstru.ction 
R~serveror deprec1otion 
SUrplus from revaluation 
Corpor~te surplus 

Total 

$29,679 .. 03 
45,333.04 
14,102'.03 

794.87 

$ll,308.48 
6,98;·.36 

23,479~02 

$856,627.82 
14,,614.75 

$9,908.97 
38.00 

$961,189 .. 54 

$100,000,.00 
72.,000.00 

41,772.86 
59, S50. 9'3 

354,965.77 , 
41,,980,.96 

290\-619.Q2 

1961,lSQ.54 

The Commission has made no finding of the cost or v:lue of 

appl1cant Ts fixed assets. 

r.n~ funded debt reported at $72,000 in the b~l~ce Sheet 

consists of a 5% note in favor of Bank of America National Trust ~d 

Savings Association, p~yable in quarterly installments of $2,500, 

which note was iszucd ur~dcr authority gr3!'lted 'by the CoD1Ill1ssion by 

Decision No •. ,43564, dated Novem'ber 29, 1949. Since the ~te of the 

'bo.1oncc sheet the principal ()IO.oun t h::.s been reduced. to $69,500. 

Appl1c~t now reports that it has need ror ad.ditional 

:fUnds to finance the cost of extending ond developing its w:::.ter 

system.. Su'bject to receiVing permission from the Commission, it 

proposez to enter into a 10m D.grcement with. Pc.cific Mutu::.l Life 

Insur:mce Company cmd to 'borrow, in the a.ggregate, th~ ~"n of 
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$125,000 to meet in part estimated expenditures for tn~ following 

purposes: 

To pay p~esently outstanding notes 
To ac~uire ~d pl~co new well 1n operation 
To inztall new main supply lines 
To tie in existing de~d-cnds 
To replace old <md inadequate :m:lins 'Wi t.h 

la.rger pipe 

Total 

$ 69,500.00 
14~555.:34 
38,,038.60 
33,,663.40 

26,733.25. 

$182,490.59' 

Applicant reports that the proposed construction expendi­

~~res c.re necess~ry to meet increased d~ds from consumers ~d to 

improve its service. The WJ.ounts are shown in some detail in Exhibit 

D &ttaChed to the application. 

Under tnc ter.ms or the proposed loan agreement, Pacific 

Mutual Lifc'!nsur~cc Comp~y Will loan applic~t up to $100,000 on 

or before November 15, 1950, and an additional ~ not exceeding 

$25,000 on or before December 31, 1951, Wi~~ interest pc.yabl~ semi­

annu~llY ~t the r~te of 3-3/4% per ~~~ on deferred balances, 

'cogethe::- With a standby charge of 1/2 of 1% per 3nnU!l'l on the unused. 

portion of said add1t1on~1 sum, payment on the principal to be ~do 

in instc.llmen ts over Do period of 25 years. The notes mll be secured 

by a mortgage covering ~pplicantrs properties. 

A revi~w of the application clearly indicates that appli­

cant will hc.vc need ror the funds to 'be o'bta.ined through the issue 

of its notes for the purposes indicated. 

T.h~ CommiSSion having considered the above entitled ~tter7 

ond being of the opinion the.t 0. public hearing thereon is not neces­

sary; that the ~pplieation should be grznted, as herein provided; 
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that the money.1 , property or labor to 'be procured or; paid for throUgh, 

the issue of the notes herein :lu.thorized ,is reasonably required 'by 

applicant for the pu,.:rposes zpecified herein; ~d th.~t such purposes 

are not, in whole or in p~rt, reasonably Ch3rge~blc;to operating 

expenses or to income; therefore, 

IT IS HEREBY ORDERED as follows: 

1. Conservntive Water Comp~y, ~:ttcr the effective date 

he::eof :md on or 'before November 15, 1950, may execute .0. locn agrec­
ment with Pacific Hutual Life Insurmlce Comp<my in form subst:::nt1ally 

similar to th~t on tile in this proceeding as Exhibit A. 

2 •. Conservative Wctcr Comp~y, after the effective d~te 

hereof and on or before November 15, 1950, m.;ly cxecute,~d delivcr 

to P;;:.ci:f"ic Mutual Life I.."lsurmlce Compony a mortgage in form S'I,.1b­

stantially similar to th~t riled in this application as Exhibit c. 

3. Conservative Water Co~pany, after the effective date 

hereof ~d on or before November 15, 1950, ma.y issue its promissory 

note in the prineip~l ~ount of $100,000, and a!ter the effective 

d~tc hereof ~d on or before December 3l, 1951, may iszuc1 in addi­

tion, its promissory note or notes in an aggregate principal amount 

not exceeding $25,000, said notes to be in form similar to the note 

riled in this application as Exhibit B. Applic~t shall use the 

proceeds to be re~ci ved from the 1scue of' the notes tor the purposes 

set forth in this application. 

4. Within thirty (30) days D.l'tCl'" the dates thereof, 

Conservative Water Company sh~l rile with tho Commission a copy or 

the lotln ~greem.en t ond 0. copy of the mortgage D.S, D.ctuD.lly executed 

under the authority herein gr~te<l. It sh~l 31so file monthly 

reports as re~uired by General Order No. 24-A, which order, insofar 

~s applicable, is mAde a part of this order. 
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5. Thc &uthori ty herein gr~tcd to iss".lC notes 'Will 'be­

come effective when Consorv~tive W~ter Co~p~y has paid ~~e fcc pre­

scribed by Section 57 of the Public Ut1li ties Act'. In other respects 

the authority herein grc.nted is effective upon the d.:lte h(~reo.f. 
;t:/;J . 

Datoo c.t Los .Angel~s, California, this c:bl/: ---aay of 

October, 1950. 

:-::..· .. _· .. c ........... _._,.. ..... ""''''' ........ ,.. ... "'~~ 
I "'\'H:Il,~ u H .. H leo) I".·) ••• :i .. ;);;,~...::~ ~ 
roo ::'TA":'i!. 0:' Ct.LIF01;.:-;:t.., ;: 

\;,l " ttfrd ' :J 

4.f· l-~ 
--~~~?" -r 

--.- .- .-.. ----_.- -" 
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