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6()i704 Decision No. ,,_' ___ _ 

BEFORE !BE PUBLIC UTILITIES COMMISSION OF THE StA'IE OF CALIFORNIA 

In the Matter of the Application of ) 
PACIFIC WATER CO., a California ) 
Corporation, under the provisions ) 
of Section 818 of the Public Utilities ) 
Co<1e, for authority to issue Preferred ) 
Stock iu exchange for unpaid advances ) 
for construction now on its books. ) 

OPINION .... -- .... --~-

Application No.. 42025 
(Amended) 

Pacific Water Co., by this application filed March 9, 1960, 

as amended July 12, 1960, requests authority to issue up to 28,574 

shares of its Class C 3 percent preferred stOCk, of the par value of 

$10 per share, in exchange, dollar-for-dollar, for unrefunded amounts 

of advances in aid of construetion owed 1:0 subdividers under main 

extension contractS executed pursuant to the perceneage of revenue 

method of the company's pres<mt rule and to various provisions of its 

former main extension rules. '!be unrefunded balances, as of Decem-
~ 

ber 31, 1959, amount~d to $285,585.93 for contracts exeeuted under 

1:he present rule and $12,246.77 for contracts concluded during, 

1950-1953. 

Applicant, which operates 23 w~ter systems in four southern 

California counties> alleges that rapid expansion in most of its 

service areas, financed la.rgely by subdividers' advances subject to 

refund under its Rule 15, ~ogcther with the necessity of providing 

backup facilities and other items as required by cer1:ain Commission 

decisions, have had an increasingly adver~e effect on its ability to 

provide the internal resources .and outside financing neeessary to 

meet such obligations. The sought au~borization~ applicant asserts> 

will (a) eliminate the drain on current assets for refund obligations 

(26.85 percent of 1955 net operating revenues); (b) create equity 
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capital to maintain the b41ance be~Aecn long-te~debt and preferred 

and common stock; (c) give :he company additional bonding capacity to 

the extent of the value of the assets for which preferred stock is 

issued in cancellstion of refund obligations; (d) ~ke available 

addit!.onal capital to provie.e bac1<"..l? facilities and for improve::lent 

and replacement of ,lant ano. improvecent of service as required by 

Commission oree:s. 

Attached to the original appli~ation is a contract 

(Exhibit D) between applicant and J. Ray Cor..struct1on Company, Inc., 

dAted ':une 2, 1959, providing for transfer to applicant of a distribu­

tion system conscruct~d by the construction company in Tract No. 295~ 

Garden Grove, Or~ge CoU':lty, within one of applicant's certificated 

service areas, in exchcnge for 1,210 sha:es of applicant'S Class C 

3 percenc preferred stock, representing the installed cost of said 

distribution system, less depreCiation, amounting to $12,000. 

Possibly through inadvertence, applic3nt made no mention 

of this agreement in its original application~ but it did set forth 

the circumstances in its amendment, filed July 12, 1960, in whicb it 

requested author1U1tion for the transaction, which does not involve 

a refund agreement. 

The requeSted au~horization is ~ attempt to deviate from 

paragraph A-12 of the utility'S filed main extenSion rule which pro­

vides that r~enue r~fund contractS may be terminated on the basis of 

the present worth of such contractS. The effect of such authorization 

would be the immediate inclUSion in applicant's rate base of the full 

amount of future refund payments not yet due. 'I'herefore, the request 

~~ll not be approved. Similarly, the request to convert balances not 
1/ yet d\l.e under the comp.:lny· 5 ?re-1S54 extenSion rules will be denied.- L-.. -

17 see Campbell Water CO., Decis~on No. 59777, Application No. 41154; 
La. Grans.da Water co., 57 Cal. F.U.C. 534; Ll Mir.lcUl Water Co., 
57 Cal. P.u.c. 441. R.evision of the present ru1~ is under consi4-
eration by the Commission in case No. 5501, re-opened for fu~th~r 
hearings and now nearing determination. 
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Applicant's request to aequire~ in exchange for stock, the 

distri'bution system constructed by J. Ray Construction Company, Ine., 

details of which are included in Exhibit D of the application and the 

amendment, appears to present no special features that require 

extended discussion and should be granted. 

A public hearing is not necessary. 

ORDER ----- ...... -

The Commission having conSidered the application herein, 

as olmended, and being of tbe opinion that the money., property or 

labor to be proeured or paid for by the issuenee of 1,210. shares of 

stock, herein authorized, is reasonably required by the Pacific Water 

Co., applicant herein, for the purposes herein stated, which purposes 

are not in whole or in part reasonably chargeable to operating 

expenses or to income, and being further of the opinion that the 

application otherwise should be denied; 

IT IS ORDERED that: 

1. Applicant, after the effective date hereof and on or 

before December 31, 1960, may is~e and sell not to exceed 1,210 

shares of its Class C 3 percent preferred Stoe!( and use the pro<:eeds 

for the purposes set forth in the foregoing opinion and in substan­

tial accordance with the terms and conditions of t:he agreement 

attached to the application herein as Exhibit D thereof, authority to 

carry out the terms and conditions of which is hereby granted. 

2. Applicant shall file with the Commission monthly 

reports as required by General Order No. 24-A, which order, insofar 

as applicable, is made a part of this order. 
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3. Except as hereinabove granted" the application" as 

amended, is denied. 

The effective date of this order shall be ~enty days after: 

ehe date hereof. .-i--
~ F=rJ.dSCQ /~ ~ Dated ae ______ .::;-~ __ 7 California" this _._C!l ____ day 

of _~SE ... P..:.i_EM_B.::.:ER::-.._. 1960. 

eoDiiissioners 


