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Decision l~o. 52 ~ 17 

BEFORE THE PTJELIC UTILITIES COMI·iISSION Of IHB BTATB Of CALIFOP~UA 

In ~e Matter o~ ~~e Appl1cat1on Ofj 
SOUTE.ERi.~ CALIFO.fU~ IA 1'!ATER COlv'll' .. '\HY 
for authority to issue its 4-1/4% 
Convertible Subord1=ated ~otes due 
Februa~l 1, 1976, ~~ ~~e aggregate ) 
princi~al ~ount of $2,000,000. < 

--------------------------------) 
OPInION -------

App11C::lt1on 
No. 37678 

Southern CalifOrnia "Tater Company has filed this application 

for au~~orlzation tc issue $2,000,000 in aggregate principal amou.~t 
of 4-1/4% Convertible Subordin~ted Notes. 

Terr.'ls of Notes 

The notes 'nIl be unsecured. They Will be elated Februa.ry 1, 

1956, 1-ril1 l:lature February 1, 1976, Will bear interest at the rate of 

4-1/4% per annum ~d will be subject to prepayment at the option of 

the conpany at any tll~e u~on payment of a premium of 4-1/4% if paid 

curing the t'Y:elve months ending January 31, 1957, a."1d thcre::.fter at a 

dec~easine premium e~Ch ye~r. The company ~~11 be required to pay on 

the princi~al, Without premium, on Februa~J 1 in each year begin.,ing 

in 1976, ~ual amounts e~ua1 to 10% of ti1e aggregate pri~e1pal ~ount 
of notes outstanding on December 1, 1966. 

It 'Will 'be ~rovic1ed that tbe notes are to be subordirw.ted and 

junior, in respect to ~~inci,al and intercst and in all other respects, 

to all other indebtedness of the co~~any heretofore or here~fter 

incurred except indebtedness, if any, i·rl'lich by its terns is spec1ficalJy 

made on a parity With ti1C notes. 
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As a further feature, ~~c notes will be convertible at the 

option of the holders, into fully ,aid COmL,on shares. The initial 

conversion basis 'till be 60 common shcres for eaeh $1,000 of principal 

to be converted, ~~us resulting in ~~ initial conversion price of such 

shares of $16.66-2/3 a share. The initial conversion basis will be 

subject to adjustment, in the event of certain happenings, in order to 

!'revent dilution of the convers1orl rights. 

S~le of Notes 

The application shows 'chat the coxn,a.."'lY has undertaken ne~oti

ations to sell the notes, at the princip~l amount ,Ius accrued interes~ 

to institutional investors as i'olloi.rs: 

Massachusetts Mutual Life Insurance Compru1Y 
n1e Lincoln National Life Insur~~ce Company 
Aid ASSOCiation for Lutherans 
Equitable Life Insurance Company of Iowa 
Berkshire Life Insurance Com:::;,a.-.,.y 
Central Life Assurance Company 

Total 

Pu~pose of Issue of Notes 

$ 700,000 
570,000 
250,000 
240,000 
120,000 
l~O.OOO 

$:?QOQ.OOO . 

S~bject to receiving authorization from the Co~ission 

applic~~t intends to use the proceeds to be obt~incd from the sale of 

its notes~ exclUsive of ~ccrucd interest, to retire outst3.nding bank 

loans and to reimburse its treasury fer expenditures from incor.!c, or 

other tre~.sul'y !~or..oy, fo:, the acquisition of property or the con-

struction, com,letion, extonsion or improvement of its fucilities 

during 1956. 

The outstanding barJ~ loans, totalling $1,400,000 at the 

close of 1955, 8.re repr'esented by 3-1/4% notes due June 30) 1957, 

~ich were issued to Harris Trust and SavL~gs Bank in 1955 ~ursuant to 

-2 



A. 37678 

au~~orization gr~ted by the Commission by DeCiSion No. 51003 in 

Application No. 36601. The water co~pany has the right to acce1er~te 

,ay.nent. 

l?ith reference to t..'1e use of the proceeds l'lot nceded to 

pay bank loacs the comp~~ reportz its estimated expenditures for 

capital purposes during 1956 as follows: 

'VTater .systems -
S'l.lpply 
Distribution 
Operating eqUipment 
Contingencies 

Sub-tob1 
ElectriC system 
Ice ,lant 
General office 
Construction ec:.uipltcnt 

Total 
Less - adv~~ces for construction 

Net cost 

?i~ancia1 POSition 

$ 596,600 
1,835,525 

109,400 
270,475 

2,812,000 
62,000 
1,000 

25,000 
45,000 

In no i'inal'lcial statel'Jent filed as EY.hibi t A, ap,licant 

reports c'urrent assets as of November ;30, 1955, at $1,902,392 and, 

on the other side of the balance sl1cet, current liabi1tties at 

~1,355,877 and adv~ces for construction at $1,776,550. It reports 

its net utility pl~t at $20,567,286 and its capitalization, exclusive 

of advances 1 as 1'o1101"s: 

Long-term debt -
First mortgaee bon~s 
Bank loa."ls 

~otal lons-term debt 
Preferred stock 
Common stock and surplus 

Total 

$ 8,980,000 
1.200.000 

10,180,000 
2,140,970 
6,293,356 

$18,614,326 

54.7% 
11.5 
33.8 

100.0% 

The company's ll1come st~tcment for the 12 months ended 

November 30, 1955, shows g~oss income ~vai1able for fixed Charges of 
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$1,085,444, after rnakine provision for depreciation and L~come t~X0S, 

~"'lcl interest charges on lone-term debt of ~;302>02l, indicating 

interest coverage of about ~~rec and one-half times after ~ll charges. 

The ~u1ty c~?it~l includes 627,644 shar~s of common stock 

of the :9ar -va!oue of $5.00 each and ... ;oi th a book value, on the 'basis of 

~~e November, 1955, balance Sheet of about $10.00 a share. For a 

n~ber of years app:ic~~t paid dividends on its common shares ~t the 

r~.tc of $.65 and in 1954 it increased the rate to ~.675. 

The follo·~ng tabul::.tion, corapiled frora ap~licant' s reports,) 

L"'ldicates the growth of its prope~ties ~d bvsiness. The fieures 

set forth the ~c~~~se during the periods indicated of the plant 

accounts, the revenues rro~ t.."1e 'Hater systems~ which ;),cco'Unt for l1'!.Ore 

than 90% of the total, the net income tlnd the D,c'cive ::;crvice con

:lections on the water lines. 

1952 
1953 
1954 
1955 (1) 

Incr~ase 
in Pl.:::nt 

~2,940,116 
1,839,173 
2,298,664 
2,299,167 

Operating 
Revenues 

$2,532,060 
3,127,471 
3,477,645 
3,944,992, 

To November 30, 1955. 
Not reported in filed state~cnt. 

Conclusions 

Net 
Income 

$444,779 
568,299 
660,1.36 
744,894 

Service 
Connections 

81,302 
87,970 
92,067 

(2) 

This utility has been before the Commission from time to 

t~e in forffi~l ~rocecdin3s involving its r~tcs and tl1C Commission has 

reviewed its operations and earnings. It is clear, from tilC infor

mation before the Commission, that the company has been faced, and is 

faced, With the problctl of raising funds from. extern~,l sources for 

ca,ital requirements to meet the de~ands 9r ippllCant3 for sgrVi~~. 

Upon considering the ~attc~ ~resented in tl~is app~~c&tion ~le 

Commlss1on is of the o'Pinion that the co::n:oan.y has need for the :f'unds 
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to be obts1ned from the proposed notes, that the money, property or 

labor to be procured or paid for by suCh notes is reasonably required 

for the purposes specified herein ~d that ~~e e~enditures for such 

purposes are not, in whole or in ~art, reasonably eharge~ble to 

operating expenses or to 1nco~e. 

1m order "hi-I:!. be entered granting the ~.pp11cation. The 

approv:ll hc:-c1n given is for the issue and sale of notes onl~r ~d is 

not to be conztrued as indicative of m~ounts to be ~~cluded in future 

rate b:::.ses for t.."'le purpose of deterrrlinins just and reasonable rates. 

The COtll1'!l~ss~,:)n having considered the above entitled matter 

and being of t.'lo).e op.inion th~.t a public hea~ine is not necessary and 

that the application Should be gr;~ted, therefore, 

IT IS EEfir~Y ORDERED as follo~s: 

, .... Southern C<llifornia lTator Company, on or ~.ft~r the 

effective d~te h~reof and on or before August 31> 1956, may issue 

.md sell not exceeding ~~2,OOO,OOO in :9rincipal amount of 4-1/4% 

Convertible Subordinated Notes at not less than the princi,al amount 

plus accruee interest ~nd use the proceeds for the pur,oses specified 

in the ap~lication. The accrued ll1terest may be used for such purposes 

or for general corporate ,urposes. 

2. Applicant shall file With the Corr~iss1on a ~e,ort, or 

reports, as r0!Juired by General Order :No. 2L:--A, ",hich order, insofar 

as ~pplicable, is ~ade a part of ~Jlis order. 
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3. The author1 ty herein sr~ted will become effective ~'Ihen 

applicant has paid the fee :9rescribed by Section 1904.(b) of the 

~Jb~1c Utilities Code l whiCh fee is $600.00. 

d:!y of 

(/ 
~ California~ this ..... I.;f __ d ..... /, .... ,,_ 

...... 

r ~;~~ ~ ~ • , ~ ,_ 
~-I':: 


