
Decicion No. 51501, 

BEFOBE THE PUBLIC UTILITIES COMMISSION OF TEE STATE OF C~IFOmIA 

In the Matter of the Application of 

WASHINGTON WA~ AND LIGHT CO!lJP.ANY 

for ~ Order a.uthoriZing it (a) to issue its 
promissory note in the amount of $70,,000 to 
Pacific Mutual Life Insurance Company; (b) 
to issue its amended promissory note in the 
amount of $225,000 to Pacific Mutual L1!e 
Insurance Company; (c) to execute a Third 
SUpple::leo.tal Indenture supplemental to its 
Mortgage of Chattels and Real Property d:::.ted 
a.s of November 15, 19'49; (e) to execu~ an 
agreement 'f~r the issuance and de-livery of its 
Common Shares in the fair value or $132,,004.90 
~ satisfa.ction of an indebtedness to Turner and 
-Vrilliams, a partnership, and Westgate Invest­
ment Co., Inc., and P.iverOaks ?l"opel"ties, 'bot~ 
Cal1fom:1.a. corporat:1.ons; (e) to issue and sell, 
at par, 1,,300 of its Common Shares, par value 
$10 per Share. . -- ...... ----..-- ..... -.... -. .... -- .......... -~----~-~ 

) 
.. 

) .. .. 
) .. . 
) Applie~t:ton 
: No. 36982 
) .. .. 
) .. .. 
) .. .. 
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In this proceeding 'Washington Water az;d. Light Company 

seeks au'thorizat10n to execute a supplemental indenture, to issue 

notes in the aggregate ~ace ~ounts of $29;~OOO and common stock or 

the aggregate :par value of $13~000, and to execute and enter into 

certain agreements. 

App11eantis a Califo~ia corporation engaged as a public 

utility in the distribution of water in a portion of the County of 

Yolo. It reports that there has 'been a rapid ·gro'Wth of population 

in its service area which bi~~ placed. :1. t in a pos1 t10n 'Where it must 

supplement its present water syzte:n and must make additions to its 

pumping equipm~ t, storage faci1i ti es and pipe lines. It asserts 

that during 1954 it was compelled to restrict irrigation service 1:0. 
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order to inrure adequate domestic, deliveries and it is ot the 

opinion that its present system 'Will not be ad.equate for the heavy 

demand 'Which is anticipated during 1955. 

In order to avoid interruptions in delivery of wat~r and 

to provide facilities to meet the demands of its eustomers~, appli­

cant has undertaken a construction program" at a cost of approxi­

mately $70,000, consisting of one new :pumping station, 3,000 teet 

of 16-inch transmission main, one 500,000-gallon storage taxlk 'With 

'booster and attaeb.ments, and miscellaneous 'Water treatment equipment •. 

The application inOicates t:o.at the company does not have sufficient 

f\m,ds to meet 1 ts capital needs and :tilat it is arreng1l:lg to borro· ..... 

$70,000 from Pacific Mut"~ Lite !nsurance Company • 

. 
At the close of FebNary of this year applicant's net 

investment in fixed ca~1 tal was $506,;371, an a:m.ount 'Which haC. been. 

provided from the following sources: 

Long-term. debt 
Adv~ces tor construction 
Preferred stoCk 
Common stoCk equity 

Total 

$161,000 
187,835 
105,000' 

56,155; 

$292 ,22,Q' , 

The long-term debt consists of a 4% zecured note, 

originally in the amount of$22~,000.7 which had been issued to 

Pacif'ie MutllaJ. L1!e Insurance Company, tlnC1er authorization granted by 

Decision No. 4:3435, dated October 25,: 1949, ~s aI1ended. 'by Decision 

No. 45605, dated Aprii 24, 1951. tne note has been reduced by 

ins,tallment payments at the rate of $12,000 a year, lea.ving an 

unpaid balance at this time ot $161,,000.. The tem of the note pro-

'vides :ror a reduction of the annual payment:;; to $5,625 commencing 

Noven'ber 1, 1955. 

-2 



A.369S2 MMW 

, 
It now appears that Pacific Mutual Lite In~rance Company 

ha:: indicated 1 ts 'Wi111:lgness to enter into a loan agreement pro-
, ' 

viding for the advance of a further ::um of $70~OOO)' to be seeured by 

the e:r.1sting mortgage. 'Xb.e 'borro'W:1ng 'Will be repres~ted by a new 

note bearing interest at the rate of 5% per ~um and payable 1n 

semi-annual inst31lme:l. ts of $1" SOO dur1ng 1lle years 1956 to 1960" 

inclusive" end thel'ea!ter in semi-annual inst.lllm.ents of $l,OOO~ 

Applicant has further agreed to revise the ter.ns of the existing 

note so as to provide for increased installment :payments, "With the 

result that the combined payment on the existing note and on the 

new- note 'Will be $10.1000 annually for the next five years commencing 

in 1956 and thereatter 'Will be $6.1000. The revision will require 

the re-issue of the e::dsting note stating the nCW' texms. 

As a furtller requirement of the loan agreement, applicant 

proposes to enter into an agre~ent ~th TUrner and Williams, a 

partnerzh,1p", 'to1estgate Investment Co., ,Inc., and. River Oaks Proper­

ties" a co~orat1on, w.nereby it will agree to issue ~d deliver to 

the other parties to the agreement its ::.hares of common stock in 

full satisfaction o!a~d.vances aggregating approxL.~tely $132,,000 . 

'Which have been used for const:ruction,ur,poses.Under the terms of 

the proposed agreement 'With Turner ana,: ;'ililliams, et 31." the amount, 

of stock to be issued each yea'!: shall 'be not less than $13.10.00 par 

value, such shares to be pree1cated on, the filing of appropriate 

applications 'With the Commission. At1".h.1s time applic~t seeks 

authorization to issue $13,000 par vaJ.;11e 01: its stock during July 

of this year. 

The applicat10n shows that 'While applicant's exp2lls1on· 

program. is substantially complete" 'W1 tb. the exception of the add.i:­

tions to 'be ma.de through the proposed loan, nevertheless applicant 
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'Will be faced during the next 1'i ve yearz 'tr.'1 th the need for some 

capital outlay for"nor.nal deve1opm~.t of the systen and tor the re­

placement of certain steel mains.. Rence., app11cant has agreed 

further 'with ?acif'ic Mutual Life Insurance Company to set aside 
" . ' 

$10,000 annually for the period ending December 31, 1959, for addi-

tional capital expenditures and tor t:tl1s penod to 11mi t cash paymcn~s 

of common dividends to the net earnings ai"ter December 31" 1954" 

rema:tning a1'tor first deduct:i.ng the to'cal of' s1nk1ng tund require­

ments tor the combined loan, prererred diV1dend payments :md the.s3id 

$10.,000 annual capital outlay. 

Upon the conclusion of the 1n1 tial transactions under the 

program outlined 1n this proceeding" applieant 'Will ha.ve outstane1ng 

$'231,000 in principal amount of long-ter.:l notes on 'Which 1 ts ann'llaJ. 

interest po:yme.o:ts at the outset 'Will be $9,940, and $105,,000 of 5% 

preferred stock carrying mmual ,d1v1d.ec.ds of $5,250, the total of 

these fixed Charges being $15,190. Recently, in DeciSion No. 51417, 

dated l'1ay 3, 1955" the Commission· revie-;.red applicant's. eal'llings ana 

autho:rized rates designed to produce a return for the year 1955 of 

6. S% on a rate 'base or $318,912" or net operating revenues or 
" 

$21,686. Giving etl'ect to the issue 0''£ the initial block of $13,000 

ot common stock to 'l'umer and 'Wil11a:o.s, et al., the cap1t~ struc­

ture 'Would consist of $23l,000 of'long-term debt, $105,,000 or pre­

ferred stock, and $69,,154 of common stock equity. This relatively 

unbalanced st~cture 'Will, of' course" 'be 1:ttPl'Oved. by the subseque.c.t 

annual issues of common stock to 'refund therema1nder ot tb.e 

advaneez of $132,,000. 

From a review of the proceeding we are ot· the op1n1on tha.t 

applicant 'Will have need tor additional :f\mds end that the mcney, 

property or labor to, be procured or paid for by the, issile ot the 
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notes and the shares of stock herein authorized is reasonably re­

quired by applicant for the pur,poses specified here1n~ w.n1Chpurposes 

are not, in 'Whole or in part, reazonably chargeable to operating 

expenses or to :income. 

~e Commission hav1~ considered the above entitled matter, 

and being of the opinion that a public hea~..ng is not n~cossal""J .3nd 

that the application should be granted, as herein proVided, therc­

tor~, 

IT IS HEREBY O?DEP..ED as follows: 

1. Weshington Water and Light Comp::my may execute 3. losn 

agreement 'With Pacific Mutual Life Insurance Comp~y and r:.ay execute 

a third supplemmtal indenture, 'Which agreement and indenture shall 

be in, or substantially in, the same form as those filed in this 

proceeding as ~1b1tC and Exnib1t F, respectively. 

2. 'Washington Water and Light Company may issue and 

deliver to Pa.cific Mutual Life Insurance Company an amended 4% prom­

issory note in the face amou..""t of $225.,000 to replace the note 

prev'iously issued by applicant -ander authOrization heretofore grantee 

'by the Commission, and may ,issue and deliver a 5~ promissory not~ in 

the face amount of $70 .. 000~ for the purposes set i'orth in this 

proceeding., 'Which notes shall be in, or su'bst.;mt1ally in., the same 

form as those riled in this proceeding in Exb.1b1tD and Em1b1t E .. 

3. Washington vTater and Light Cotlpany may ,execute an 

agreenent 'With Turner and 'Williams, a partnership.. Westgate Invest-
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ment Co.,. Ine. and River Oaks Pl'Opert1es relating to the cancellation 

of construction advances in exchange for common stock,. and may issue 

at this t1me not exceeding $13, 000 par value of common stock in 

cenccllat10n and extinguishment of advances. 

4. Applicant shall file 'With the Coz::nn1ss1on monthly 

reports as required by General Order No •. '24-A,. 'Wb.1ch or~er,. 1nso:f'ar 

as a.pplica.ble,. is mad~ a part 0 r this order. 

5. 'l'b.e authoIi t7 herei:l granted 'Will become effective ~en 

applicant nas paid the fee prescribed by Section 1904(b) of the . . 
Public Utilities Code,. 'W'hich tee is $70. The au~or1zatio:l. hereiXl 

granted. shall expire 1f not exerc1sed on or before Oetober 31,.. 1955. 

Sen~ Dated at ________ -", Ccl.iforn1a .. this 3/,,:;)f 
day of mac! , 1955. 

( {\' 
" 

COml.ss1oners 
, ',' 


