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Decision No. 61206 -------
, '. " 

BEFORE THE PUBLIC' UTILITIES COMMISS,ION OF THE ,STATE OF CALIFoRNIA 

In the Matter of the Application 
or SOtrl'HWEST WATER COMPANY" 
a california corporat1on" for 
permission to,' borrow, money and 
1Xl connection therew1thto issue 
,and. sell 1ts First Mortgage 
Ser1es ' 1fDn5-3/4% Bonds". UDder 
aTh1rdSUpplemen~ Trost' 
Indenture "to 'be: dated " 
September ,1" "1960.: ' 

Application,No. 42907,·' 

i , ' 

OPINION - ................ --

On November 28" 1960" Southwest 'Water Company filed " , " 

th1s application ror authorization to issue and "Sell' $750 .. 000 
f ' ••• : 

of its F1rst. Mortgage Senes "DTr 5-3/4%J30nda and to execute: 

a purchase agreement and a supplemental' trust. '1ndenture .. 

The purpose of the f'1nane1ng "is to proVide applicant: 

w:2.th .t"U.nds to" pay expenses in co:c.nect1on With the saleotthe 

'bonds" to ret1re outstanding bank'loans .. to ttnance the cOsts 

of add1tions to its' .facilities,,, to reimburse its treasury for 
, " 

such costs.. and to proV1de acld1 tiona1 working capital .. ' The" 

company reports that it has need for the bondproeeeds· and' 

other moneys for these purpose$ and in Exhibit F it shows 
,. , 

its est1mated cash requ:Lrements. for the period November 1 .. , 

1960 to December 3l .. 1961 .. and its,est1ma.ted, sources, ot' 

!'\Ulds as. :rollows.; 
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Useo£' cash 
S1rildng 1'Und 
Retwlds • on .. contracts 
Purchase., mutual water 
.. compames t, stock 
Bank loans . 
Accounts payable 
Construction budget 
Construct tracts 

Total· 

Souree"of'1'Ullds 
BaIik.loans. 
. Co:mnon : stock· 
Preferred· s.toek 
Advances' 
Bonds ~ less $10 ~ 000 of ' 

expense 
Net income 
Less - taxes 

- d,j" ndends 
Depreciation 
Cash - November 1 ~ 1960 

- December 3l~ 1961 

1'otal 

$150~OOO 
10~OOO 
17,000 

145#000 
83,000 

$ 13"'000' ' , ... 
'. 85,000: ,.' 

• ~, ',' '> 

10,;009·:, .. 
100,,000·,' " . 

40 000·;'" 
~ " 

962",000 
450,000" . . 

.,'. $2,260.,000 

$ ·500,~O'. '" . . " 
235;000" "'," 
348,,000"'" . 
260,.000·.··,·· 

140:~OOO' ' 

3,'000. 
111,000 . 

62'.,000 

$2,260,000' 

. . , 

The foregoing statement shows that applicant 1s. 

unde:-tak1ng to sell equity seeur1ties~ as well as 'bonds, to 

enable it to meet its requirements.. Its. capital ratios as. or 

October 31 .. 1960 .. and, as adjusted to. give' err~ct to the pro- '. 

posed issues of' stocks alld bonds"are.~d1eated 1n.thetollow1ng 

tabulation: 

Indebtedness 
Bonds· 
Note:;> . 
Advances .. 

Total· 1ndebtedness 
Preferred stock: 
Cormnons.tock and surplus . 

Total' 

, - 2' -

, . . 
. ".' -

October ·31, 
. '1960 

. . . 

. ~: 

.1, ._ 

Pro' '. 
Forma: ' . 

.40%:' 

~' 
. 21':;"'.i;::·:·'-

20,';" 
-":",. 

'~": 
.' . . . 
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I:J: authorized to,1ssue ,the bonds,covered,by this 

applieation, the company proposes to sell them to ,The. L1ncoln 

National Life Insurance Company~ Pae1f1c Mutual Lite Insurance 

Company ~ ':Bankers Lite Insurance,' Company o-rNebraska and. The 

Nebraska National Life Insurance Company, at thei~ tace'value, 

plus accrued interest, in ins-tallments as 1"ollows - $250,000-

1mmed1ately, $250,000, on or betore,J'lme 30, 1961' and, $250,000 

on orbe:Core December 31". 1961 .. 'These bonds, asstated,"w111' , 

bear 1nte~$t at the rate or- 5~3/4%per annum".·nll mature 
, .. . 

September 1, 1980 and Will be redeemable at a p~em1ilIll or 5% 

it redeemed on or prior to September 1, 1970, ,and thereafter 

at annually reducing premiums prOvided" however," that the, 

company may not redeemsa1d bonds prior toSeptemberl,.196S" , 

if the £uncls tor that purpose shall have 'been obta1lled' directly 

or :Ul~rectly from. the issuance and. sale by th.e "company 'or one 

or more promissory notes, debentures, bonds or other debt 

secur1 t1es or obligations bearing an ,1nterest rate or haVing, 

an interest cost of less than 5-3/4% per' annum, or it the 

company contemplates replacing the funds, used' 'tor that pUJ:'PQse 

'by other borrowed. funds· bearing an interest rate or hav1ngan 

interest cost 01" less than 5-3/4% per annum. 

Up¢n reVj,ew1ng th:.ts appl1cation it clearly appears 

that appl:1.eant nll,have need. foradd.1t1onal:f'unds ,.f'rom' external 

sources tor the payment or1ts o1:>11gat1ons and tor tb.e::ri~c~ ,., 

ot ad<11t10ns to 1ts. rae11:1.t1ea~, The appl1eation shows that,:"there , 

'" .. , , 

" '''v , 
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are sur!"1c1entcapi tal expend1 tures ~ even exclud1ngthose ,for 

tract extensions I' to support the proposed bond" issue, and we , 

~1nd and conclude that the issue or additional bonds ~s £or' 

a proper p1.U"POse .. is not incompatible 'with the publ'1'c interest 

and will not,1mpaj.r the utility's' ability to render s'ernce' 

and that applicant mIl be required to' pay a lower interest, 

rate than if" the restr1cted'redempt10n'proV1.S:1on,were'to'be' 

eliminated and that, the ensUing lower financ1al reqU1rements 
, , , . " 

should,' 1:o.ure to. the beneNt of 'the ' consl.lmer~ ',' ACCOrd1~ ,we " 

Will enter an order granting the 'company's" request." 

, , , 

While the order herein Will' grant the sought 

authority .. nevertheless, we desire to,po1nt out that the 

gradual extension of the-restricted redemption period .. , is not 

looked upon With favor. Th1s particular app11eat1on 1s'granted 

because the company is in needot capital tunds:: a~d t1me'does. 

not perm1t renegotiat1ono!" the bond: sell1.D.g a.greements'." The' 

action taken in this partiCUlar proceeding' is not necessarily , 

to be construed as a precedent tor future proceectLngs:as:'1t, 
. ..' 

may be that fUture developments and' stud1es ,may ~rrant a 
rejection ot the eight-year per1od: • 

.. 
o R DE,'R -----

The Comm1ss~on having considered the above-entitl~ , 

matter and be~ of" the op1n1on that a publlchearing is-not," 

necessary.. that the money ~ property or labor to 'be prO¢'1:lI'ed, 

or ~d tor through the issue 0'£ the bonds herein· a.uthorized , 

q' 
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, " 

" , .. 

is reasonably required for the purposes SpeC1fied':herein", and', 
, , ." 

that .. such purposes are not" 1n. whole' or in Pal'7t:;,.~·.reasonably. 
1\ ... • 

'"', :" ..' 

chargeable to operating expenses" or to income ; therefore ,," 

IT IS' EEREBY ORDERED as tollows: 

1. Southwest Water Company> on or after the ettect1 ve 
, . 

date hereof and on or before February 28.7' 1961" may execute'a 

.. purchase agreement and a third supplemental trust indenture in".. 
. " . " , " . , , 

or substantially in" the same forms as those" filed in this'· 

proceeding as Exh1.b1t A. and Exl'Ubit B",'" respect:tvely ~.'''., . 

2. Southwest Water Company> on or·atter the effective 

date hereof and on' or before December 31" ... 1961:,. may ,issue 'and 

sell not to exceed. $750,,000 01' its. First Mortgage Series :rlDn. 

5-3/4% Eonds at not less than their face value"plus·aeerued .. 
" . , 

interest.7 for the purposes set· forth .. :tn thl.sapplieat1o~"" , .... 

pronded, however:,. that - , 

a.' Applicant shall not use proceeds from .. the" 
sale of said bonds to provide the cost' 01' 
main extensiOns which must ~., met by advances 
in accordance With' the companyt s filed ·.tar1!"!s 
or to pay for mutual water companj.es T stock., 

b. Applleant shall fimnce only such expenditures 
as properly are chargeable to ut111typlant and· 
other investment accounts as defined in the 
un1form system otaccounts which has been 
prescr1bed ror water ut.11:t ties. 

c.. Appl:tea.nt may use the. accrued 1nterest, rece1 ved . 
on the sale or the bonas '£orgeneral. corporate 
purposes.. ' '. 
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3. Appl:Leant .shall deposit the pro¢eeds from the 

sale of the bonds herein autborized.:tn a separate, 'bank account 

and. on or be!"ore the 25th da:r of each month~ in accordance 

With the' terms· or General. ,Order- .No. 24---A#' shall t1le nth 

the' Comm1ss10n a report or the . issue . 'ot:". the' bonds herein, . 
. , 

authorized and a statement of said ,separate bankac'coun{ . 

shOWing the balance at thebeg:Um:tng' or' the preeed1ng'"xI1~nth, 

the deposits made dur1ng the month aDd,. in <,-eta:!l',' the' purpose 

for wh1ch disbursements !"rom sa.1d bank· account. were, made .. 

4.. The authoI'j.tY' herein granted rtll'beeome:.etreet1ve . 

when Southwest Water Company' has paid' the re~prescrj,bed .by . 

Section 1904 (b)' ot' the Public Utilities' COde; which fee is .' 

$750. 

JP:ted at ____ S:m __ Fran __ clICO _____ ,., cal1rornia~ 

th.:1.s 'ffp day or ____ D_E_C_EM_B....;E ..... R ____ _ 
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