Decision No. 45673

In the Matter of the Application of

PATK WATER COMPANY,
a Corporztion,

)

) |
: Application
) No. 32254
)

for authority to issue stock and
promissory notes and make effective
a Loan Agrecment and Mortgage.

Gibson, Dunn & Crutcher, by Max Eddy Utt and
Georpge H. Whitney, for applicant.

This 1s an application for an ordef authoriz:ing Park Water
Company to execute a loan agreement and a mortgage’and to :’:.ssﬁe,
exempt from competitive bidding, $2,000,000 principal anount of
promissory notes and 66,000 shares of common stock, of the aggregzte
par value of $1,650,000, for the purpose of paying indebtedness, of
reimbursing its treasury, and of finmeing the cost of addiytions and

betterments.

A public hearing on this applicetion was held in Los
Mgeles on May 4, 1951. The Commission has recelved no protest to

the granting of applicant'’s requests.

Applicent is a public utility water corporation engaged In
operating 34 water systems in the County of Los fngeles and two in
the County of San Bernardino.. For tihe last five'years it has re~
ported its fixed capit'all, its operating revenues znd net income, and

its number of active service comnections as follows:




Fixed Service
Capital Operating Net Connections
Dec. 31 Revenues. Income Dec. 31

1946 . $ 606,691  $L41,440  $24,556 6,394

1947 890, 582 176,445 23,161 8,330

1548 1,323,329 216,309 27,016 10,925

1949 1,773,759 299,630 63,225 14y 491
/i

1750 008,601 a0 09) 20,0l

In Exhibit B, applicant sets forth its balance sheet as

of Decamber 2L, 1950. A summary of the same is as follows:

Assets

Fixed capital $2,658,65).41
turrent assets -
Cash $ 31,299.44
Accounts receivadble 31,822.16
Materlals and supplies _ 101,884.91
Total current assets 165,006.51

£2,823,657.92

Lisbilities

Capital stock $ 350,000.00
Loans payable to officers 1,818,400.00
Current liabilities -

Accounts payable $158,494.31

Accrued toxes 58,084.70

Service billed in advance 15,943%.67

Total current liabilities | 233,522.63

Reserve for depreciation 201,26L.74
Reserve for uncollectidble water »ills 1,624.5C
Donations in aid of construction 26,300.00
Surplus N 193,546.00

Total $2,823,657.92

Applicant's investment in its water systems and its volume

of business have been increacsing rapidly since the close of the war,

as indicated in the preceding'tabulation. Its finenclel statements

snow that during the five-year period from 1946 to 1950, bo@h years
inclusive, its investment in its systems increased form $413,100 at
the beginning of 1946 to $2,658,651 at the close of 1950, an in-
erease of $£2,245,55), which has been pald or provided primarilykwith

moneys advanced by applicant's stockholders or represented by open
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accounts payable and through the investment of earnings from opera-

tions.

The application shows that applicant now desires to
liquidate certain of its outstanding liabilities and thereby improve
its cash position and make provision for future additions and better-
ments through the issue of the stock and notes covered by this
application. Specifically, it sets forth the purposes for which it
intends to use the proceeds from such issues as follows:

Elg To pay outstanding loans in the sum of $1,818,400.
2) To pay accounts payable and/cr bank loans in the
sum of $158,000. .

(3) To pay for moneys actually expended from income,
and from other money in the treasury, for capital
additions and betterments in the sum of $449,500.

(4) To pay for additions and betterments to be made in
thg future in the aggregate sum of $1,196,100,

m

(5) To pay cxpenses incidental to the financing, esti-
mated at $28,000.

In Exhibit I, epplicant estimates total capital expcndifures
for 1951 in the aggregate amount of $1,637,615.02. It reports that
funds from its treasury, along with these to be obtzined through the
securities requested in this application, should be sufficient to
eaable it to meet its requifements for the remainder of the year. It
estimates that the additional capitul expenditures should emable 1t

to cxtend its service to more than 7,000 additional customers.

Applicant's presently outstanding stock concsists of 14,000
shares of the par valuc of €25 each, 211 of which are held by H. H.
Wheeler, V. E. Motz and 0. D. Collins. It reports that its present
stockholders have indicated they intend to subseribe to the entire
proposed issue of 66,000 shares, at par for cash, pursuant to the
preemptive rights granted them by applicant's articles of incorpora-
tion. The issue of said shares, in the maxmer proposed by applicant,

is not subject to the Commission's competitive bidding rule.
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As to the provosed issue of notes, applicant reportsjthat
subject to receiving permission from the Commission, it intends to
execcute o loan agreement with FPacific Mutual Life Insurance Cohpany
and The Lincoln Nationsl Life Insursmce Compeny, under the teﬁms of
which said insurance compeonies will advance to applicant the sum of
$1,000,000 each on or before March 1, 1952, the amounts so advanced
to be evidenced by promissory notes payable March 1, 1976, with
interest on the unpaid balances at the rate of 3-3/8% per annmum. The
payment of the notes will be secured by 2 mortgage covering appli-
cant's properties. Applicont asks thet the Commission exempt the

issue of said notes from its competitive bidding rule.

A review of the testimony and the ovidence offered by
applicant'clearly indicates that it will have‘need for additional
funds to procced with its construction program. Upon the shoﬁing
ma@e by applicant, the Commission is warranted in excmpting the pro-

posed issue of notes from its competitive bldding rule.

An order will be ente;ed granting applicant's requests.

CRDER

A public hearing having been held in the above entitled
application, and the Commission having considered the matter and
being of the opinion that the application should be granted, as hercin
provided§ that the noney, property or labor to be procufed or paid
for throuvgh the issue of the stock and notes herein authorized is
reasonably required by applicunt for the purposes specified herein;
and that the expenditures for such purposes, other than for expenses
incident to the issue of the notes, are not, in whole or in part,‘

reasonably chargesble to operating expenses or to inceme; therefore,
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IT IS HEREBY ORDERED as follows:

1. Park Water Company, after the effective date hereof
and on or before August 31, 1951, may exccute a loan agreement ond a
mortgage in, or substantially in, the same form 2s those fileé in
this proceeding in Exxhibit 1.

2. Park Water Company, after the effective date hereof and
on or belore March 1, 1952, may issue its promissory notes in the
aggregate amount of not exceeding $2,000,000, as provided in said
lean agreement. The issue of sald notes is hefeby exempted from the
requirements of the Commission's competitive bidding rule in Decision
No. 38614, dated January 15, 1946. :

3. Perk Water Company, after the effective date hereof and
on or before March 1, 1952, may issue and sell, at par, to its
stockholders, not exceeding 66,000 shares of its commen .capital stock
of the aggregate par value of $1,650,000. '

b Park'ﬁater Company shall use the procceds to be re-
ceived through the issue of the notes and stock herein zuthorized for
the durposes set forfh in this a2pplication.

| 5. Park Water Compsny shall file with the Commission
monthly rcports as required by General Order No. 24-A, which‘orde},
insofar as applicable, is rade a part of this order.

6. The authority herein gronted will become effective when
Park Water Company has paid the fec¢ prescribed by Section 57 of the
Public Utilities Act, which fee is one thousand five hundred

($1,500.00) dollars.

Dated at Los Angeles, Califormia, this é{f?? day of

May, 1951.
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