
Decision No'. 

BEFORE TEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORJ.~IA 

In the Matter of the Application ) 
of MIRA I.O~..A WATER COMP,..u..~" a ) 
corporation! ror an order authorizing ) 
the issue. or stock, tor a certificate ) 
of public convenience and necessity to ) 
acquire and maintain a water system, ) 
and. for ~~ order fixing water rates. ) 

------------------------------) 

QElNION AND ORDER 

Application No. 37512 
First ~.lpplementaJ. 
Application 

Mira Lo~ Water Company, a California corporation, filed 

the abovo-entitled ~~plication for authorization to issue 1,440 

shares of its no par value capital stock on January 18, 1957. 

By Application No. 37512, applicant re~uested (1) a 

certificate of public convenience and necessity to construct and 

oper~te a public utility water Syst0~, (2) to establi~h rates, 

(3) to issue stock, (4-) to issue bonds, ~"'ld (5) to deviate froe 

the main extonsion r.lle for the first three y~ars of opcrction. 

By Decision No. 54104, dcted Novembor 19, 1956, 1n 

App11cction No. 37512, th~ Commission (c) gr~tod applicant the 

certific~te requested, (b) authorized it to establish rates, and 

(c) authorized it to issue stock in exchznge for an eXisting wctor 

syctom, tho stock to be issuod on tho baSis of one shnrc .o~ stock 

for oach $25 in v~luc or the doproc1~tcd 3ssets. Tho Cocm1ssion 

denied cpplicont cuthor1ty to issue bonds as requosted. ?aragraph 8 

o~ tho ord~r of Dec1sion No. ~104 reeds 3S follows: 

UTile authority herein grcnted 'Will become effoctive when 

3pplic~~t, by supplecont~l cpplicction, has submitted to the 
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COmmiss~on for its consider~tion, ~ plcn of finnncing its initial 

construction progr~ which moets the raquir~~ents sot forth in tho 

preceding opinion end hns received 'an order from the Commission 

c.pprov1ng such. pl~ of financing. n 

The oc.s1s for the s~d ordering provision is set forth 

~n the opinion D.S follows: 

"Th.e o.pplicant requested th.. .... t it be pormi tted to dovi~te 

from its ~in extension rule ~~d issue $103,000 in 6 per cent 

dcoon~~re bonds to inst~ll mains ~d services over the period of 

the next 3 yco.rs, end to finance the costs of improvements in tho 

wc.ter systems. These bonds are to be issued to Boftler Construction 

CompClnY, the subdi Vider rule. builder of homos in the proposec. . 
scr~icc arcc. The presid~nt of ~bc letter company, who is also 

tho prosident of the ~PPl1c~~t compcny, testifiod that tho Ho~tlor 

Construction Compnny ~s 3 not worth o~ approxim~toly $3,000,000, 

o.nd ·N111 pU!'c~so the bonds as tho appl1ccnt requires :t:'ino.ncos, 

such purch..~so to be for c~sh ~t fo.ce value without discount or the 

paym~nt by D.pplic~t ot cny brokerage fec. 

ITThe fact thc.t Heftler Construction Coopany hr'!s a net 

worth of c.pproxicztely tbrac ~ll1on dc11~rs is not :ctorinl in 

conn~ct1on with thc.:atter now b~rore tho Co~ss1on. The 

construction COtlpony end tho, Y.dr~ Lo::c. 'Ilc.tor Comp.:-.ny, applic.?."lt 

herein, ar~ sep~r~te corporc.tions end tho Coomiss1on Ts inquiry 

in this procoeding tlust b~ directed into the o.dequacy of the 

proposed financing pl~ns of the appl1cnnt. Its prcpos~l to issuo 

debentures ~s ~ means of fi~cing the cost of 1nst~111ng ~1ns, 

servicos nnd oth~r f~cilit1cs over tho period of the noxt three 
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years will result in it ha~-ng an unbalanced capital structure 

consisting predominantly of long-term debt. The inevitable result. 

under such condition is that the estimated earnings of the company 

would not be sufficient to enable it to meet the interest and 

Sinking ~~d requirements associated with its bond issue. 

T~t must be concluded, therefore, that appl!cant's 

proposal to acquire only a s:all portion of the system it seeks 

a.uthorizat:I.on to serve th!-ough issua."'lce ot its capital stock a.."ld 

to acquire the balance through the issue or long-tere debt would 

be adverse to t~u public interest. 

"The eVidence is clear, however, that thoro is noed fo': 

tho sorvice which applicant proposes to ronder. We will, therofore, 

attach as a condition to the granting of the requosted certificate 

of public c~nven1enco and necessity tho requirement that applicant, 

by supplc~ental application, request approval of an altornate 

form of , financing its construction progr~ so that, of its initial 

investment in properties wbich is est~ted to totcl,Sl16,750, nt 

locst 60% thereof or approXimately $70,000 be fin~ccd through 

issue and sale ot·its CO:mlon stock." 

App1ic~t filed the hcrain supplem~nt~l cpplicction 

purc~~t to the require~ents of said ordering p~r~grcph 3' of 

Decision No. ~10*. It alleges therein that BOftler Const~ction 

Compo.ny or C~liforn1c., c. Cal1for"'...io. corporction, has advanced for· 

the use and.benefit of appliccnt tho sum ot $36,000 in the 

construction of vater ~ains and service r~cil1ties tor 180 hoce 

Sitos loc~tod in the service area of a~plieznt, ~d app11c~~t is 

indebted to said Eeftlor Construction Company of California in 

tho cum of $36,000. Applicant proposes to issue l;~ shcros of 

its c~pit~l stock, ot no pc.r vc.luo, to scid Hettler Construction 
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Compcny of C~torn1~ in p~YQGnt ror ~d in consideretion or tho 

c~~ccll~tion of scid indebtedness ~t tbe r~tc ot $25 per s~re. 

In cxpl~tion or its pl~~ of tincncing tho rC~n1ng 

cost or tho w~tcr system, cpplic~t st~tcs in Section V of its 

First Supplomcntn1 Appl1cction ~s follows: 

" .. ~pplicC'.nt propos os to tin.q.~cotho 
re::l~ning cost of its W.:ltcr systc: to bo 
1nsto.lloc. in the future, including w~tcr 
~~1ns, tanks, roservoirs and other r~cilitios, 
by resorting to Rule ~d Regulction No. 15 
rolnting to Y~in Extensions ~d Retunds tor 
the Cost Thoreof. 1f 

Tr~s C0=m1ss1on intends thct applicant file as its ~n extension 

rule thct rule o.uthorizcd by DeciSion No. $0$80, dated Sevtomb~r 28, 

1954. Sc.id rule provides thc.t only the cost of ::ldns, service 

pipelinos .~d tiro hydr~ts shall be adv~~ced by tho subdiVider 

u.~der the po.rticul~r circu:st~cos sot out thorein. Applic~t is 

C:lut1oned thD.t tl'le rendering ot service at r::!te$, c~ges or 

under conditions other thAn the ratos, chnrgos and conditions 

contCinod in its to.rift schedules on tilo and in err~ct at the 

tic.:: is not lc.wtul unless the cuthclriz:.t1on or this CO::::ll:lission 

to so dev1~tc is fi=st oot~ed. Tho o.uthorizc.t1on horoi~ttor 

gr~ted with rospect to th0 issu~~co of stock s~ll not be 

cor~tru~d ~s ~uthorizo.ticn for ~pplicc.~t to dOV1~te rro~ the ~~n 

extension rule it is to file u.~der the ~uthor1ty ccntc1nod in 

this CoccissionTs Decision No. ~l04 (supra). 

The 'CoQQission has given cons1dcr~t1on to this 

~pplic~tion and is of the opinion that tho applient1cn s~culd be 

gr.:mted; tiult :!. public h0~ring is not ncccsso.ry; end that the 

n6noy, ~roperty or lo.bor to 00 procured or ~aid tor through t~ 
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issue of stock hcrQin ~uthorized is r.a~scna'bly recrUired 'by the 

tl:?plicc.nt for the purpose s;>cci!ied herein, and tlutt such pUI1>0se 

is not, in whole or in p~rt, re~soncbly chargeable to operating 

expenses or to 1ncooe. 

The action t~an horein shall not be construod to be a 

finding of value of tho property herein described. 

IX IS HEREBY ORDERED: 

(1) That ya.ra Looe. Water Coopeny, a corporation, oc.y issue 

not to exc~ed 1,440 s~res of its no vax value c(lpi~l stock to 

Hettler Const::uet1on COOPmlY or CO-UtomiC., c. California corporation, 

tor tho ;>ur~cse spec1!1cd in tho foregoing opinion. 

(2) That Mire Lo~a Water Coopany, a corporation, shall file 

with this Coco1ss1on ~onthly reports as required by General Order 
, , 

N c. 2J,.-A, which order, inso!~r as o.pplicc.ble, is :::lade part ot t:h1s 

order. 

The effective date of this order s~ll '00 twenty days 

aftar the do.te hereef. 

Los Angeles ~- I '!if).., Dated at __________ , Co.liforn1a, this ~ c.ay 

of , MARCH 

- ... :' 

~ .~' 
.. ' .... . " 


