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Decision No. 60740

DRIGINAL

BEFORE TEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of

PACIFIC WATER CO., a California

corporation, for authority under

Section 816 of the Public TUtilitles

Code to amend 1its Articles of

Incorporation and for authority Application No, 42483
under Section 318 of the Public

Utilities Code to issue 15,000

shares of Class AA preferred

stock and te pay stock dividends.

In the matter of the Application of
PACIFIC WATER CO,, a2 California
corporation, under the Provisions
of Section 851 of the Public -
Utilitles Code, to issue additional Application No. 42501
bonds pursuant to the Third
Supplement to Indenture of Mortgage
§Bd3beed of Trust datedas of June 1,
23. '

Moss, Lyon & Dunn, by George C. Lyon,
for applicant. ,

OPINIOCN

In these proceedings the Commlssion 1s asked to enter
1ts orders authorizing Pacific Water Co. to issue 15,000 shares of
Class AA Preferred Stock, to execute 2 supplemental trust indenture
and a purchase agréemenz, and to issue $250,000 of 1ts‘First
Mortgage Series B 6-1/4% Bonds. | |
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Application No. 42483 was filed on July 19, 1960 and
Application No. 42501 on July 25, 1960. The two applications
were ¢onsolidated for hearing before Examiner Coleman Iin Los
Angeles on A&gust 24, 1960, at which time they were taken under
submission. The Commission has received no protests to the

company's requests.

Applicant's financial statements filed in these matters
show 1its recorded Investment in utility plant as of April 30,
1960, at $2,503,731, net after deducting the reserve for depreci-
ation and contributions in ald of comstructlion, and indicate 1ts

sources of funds as follows:

Bonds $ 717,000
Notes ‘ »927

276
Contracts 6%1,745

Advances for construction

Subtotal 110,
Preferred stock. 368,530
Common stock and surplus 475,054

Total $2,554 512

The record shows that the outstanding shortetérm notes
have been issued to finance the cost of plant, that such notes
have become due or are about to become due, and that applicant
has need for funds to discharge the notes and to finance the ¢ost
of plant additions and improvements, ineluding those heretofore
ordered by the Commission. Applicant has reported'thaé 1t 1s
' undertaldng the following work: -
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Completion of metering program in Orange County 370,000
Replacement of pipelines in Independence Square 30,000

Installation of 8" line in Morongo Valley and ;
other Improvements 35,000

Installation of automatic equipment in the
Rim Forest and Arrowhead View systems ., . . 5,000

Replacement of pipelines in Westminster system
and Installation of anewwell . . . . . . 30,000
The testimony shows that applicant proposes, subject £o

obtalning authorization from the Commission, to sell $250,000 of
bonds at thls time to Bankers Life Insurance Company of Nébraska
and at a later date, after filing of a further application, to
sell $100,000 of additional bonds, pursuant to the terms of 2
proposed purchase agreement which has been filed in Application
No. 42501 as Exhibit B. The bonds will constitute a new series
which will be designated as First Mortgage Series B 6-1/4% Bonds;:
they will be dated as of June 1, 1960, will mature June 1, 1973,
will bear interest at the rate of 6-1/4 per cent per anmum and will
be redeemable at the option of the company, in whole or from time
to time, in part, at any time on or after June 1, 1967, at the

principal amount and Iinterest accrued thereon to the date fixed

for redemption, plus a premium equal to € per cent of the principal
amount if redeemed on or after June 1, 1967, but before June 1,

1968, and thereafter at anmually reducing premiums.

The purchase agreement provides, among other things, that
the additlonal $100,000 of bonds will be taken by the insurance
company when applicant has paid dividend arrears of approximately
$38,000 on 1ts presently outstanding préferréd stock and when it

has 1ssued an additional $75,000 of either cormon or preferred




A 42483, A.42501 MON

Stock. Applicant reports that in order to meet these requirements
of the purchaser, 1t is creating a new series of preferrcd‘shares,
to be known as Preferred Class AA Stock, which will have a par
value of $10 each, will be entitled to receive cumulative divi-
dends_ét the rate of 6-1/2 per cent per anrum and will be
convertidle 2t the option of the holders prior to December 31,
1965 into fully paid znd nonassessable common shabeé of the par
value of $1 each on the basis of nine cormon shares for each one

3hare of preferred Class AA stock to be surrendcrgd.

Applicant proposes to issue 15,000 of the new preferred
shares at their par value of 310 each and to distribute 3,800 of
sald shares, of the total par value of $38,000, to its Present
preferred shareholders in payment of acerued and unpaid dividends
and to sell the remainder of the shares, for which authorization
is requested, for cash, through its own organization. The teStimony
shows that applicant has had earnings in excess of $38,000 which
have been Invested in 1ts plant and facillities a2nd, in this connee-
tion, 1t 1s asserted that substantially all of the preferred
shareholders are willing to accept the new preferred shares, instead

of cash, in satisfaction of the acerued and unpaid Gividends.

Testimony adduced at the hearing shows that applicant

does not have sufficient cash on hand to meet its obligations;
that 1t will have need for funds from external sources; that 1t
has had extended negotiations in effecting the sale of 1ts bbnds
and that the terms 1t has agreed upon, and also the terms under
which 1t hopes to dispose of its preferred cha»es, are the best
that 1t has been able to obtain or under which it hopes to be

able to dispose of 1ts sccurities.
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vUpon a full review of the record, we £ind and conclude -
(1) that the proposed issues of stock and bonds are for proper
purposes; (2) that the terms of such stock and bondS'are reason-
able under the conditions under which applicant‘has been organized,
financed and now 18 operating; and (3) that the money, property
or 1abor to be procured or pald for through the issue of said
stock and bonds 1s reasonably required for the purposes specified
herein, which purposes, except as otherwise authorized, are not,
in whole or in part, reasonably chargeadble o operating expenses
or to Iincome. On the basis of these findings,‘we will enxer.our

orders granting applicant'’s requests.

The authorization herein granted is for the i1ssue of
securities and 1s not to be construed 28 indicative of zmounts
to be included in a future rate base {or the Purpose of deter-

mining Jjust and reasonable rates.

A public hearing having been held in the above-entitled
metters and the Commission being of the opinion that applicant's

requests should be granted, therefore,
IT IS HEREBY ORDERED 2s follows:

1. Pacific Water Co., on or after the effective date
hereof and on or before December 31, 1961, may 1ssue_not"to

excced 15,000 shares of 1ts Preferred Class AA Stock, at not

less than thelr par value, and (a) may distribute not to exceed.
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3,800 of saild shares in reimbursement of 1ts treasury for moneys
expended for plant additions and improvements and thereafter
deliver sald shares to the holders of 1ts presently outstanding
preferred stock in satisfaction of accrued and unpaid divide:ds,‘
and (b) may scll the remainder of sald 1S,Ooo'shares of Preferred
Class AA Stock, for cash, for the purpose of paying:outstanding
indebtedness and of financing the cost of additions and improve-
ment3 to its plant and facilities.

2. Pacific Water Co., from time to time, may issue
such number of 1ts common shares as rmay be required upon

surrender of saild Preferred Class AA Stock for conversion.

3. Pacific‘water Co., on or after the effective daté
hereof and on or before December 31, 1961, may execute a purchase
agreement and a Third Supplemental Trust Indenture in, or
substantially in, the same form as the documenxs filéd in

Application No. 42501 ss Exhibit B and Exhibit C, respectively.

4. Pacific Water Co., on or after the effective date
herecof and on or before December 31, 1961, may issue not to exceed
$250,000 of 1£s First Mortgage Seriles B 6-1/4% Bonds at not less
than thelr face value, plus accrued interest, and use the procecds
to pay outstanding short-term indebtedness. The acerued interest

may be used for general corporate purposes.

5. Pacific Water Co. shall file with the Commission a

report, or reports, as required by General Order No. 24-A, which

order, Insofar as applicable, 1s made a part of this order.
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6. The authority herein granted to issue bonds will
become effective when applicant has paid the fee presciibed by
Sectlon 1904(d) of the Pudllc Utilities Code, which fee is $250.
In all other respects, the authority heréin granted will become
effective on the date hereof.

Dated at San Franeisco » Califomia,

this /3 7/ day of \%@ﬁm/a/

latthew r D
c°m'ss’o-°r mwdoro ;I )
=38.0z0r..290Ad0m0 H. Jemner Yolag
:’:ocgssarily avsent, 414 not’par‘.;i::i ta
i3 tho dis;_;os:.‘t.'.o: of tzts proceodii
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