
Decision No .. 61.327·' --------
BEFORE THE PUBLIC UTILITIFS COMMISSION OF THE STATE'OFCALIFORNIk' 

In the Matter of the' Application 

of THE' CA.l'VU>BELL WATER COMPANY .. a 

corporation,,' f'orauthorityto ...... . 

. is.sue prefer.red, shares.,.··· 

.' Applicat:ton No... 42838 

INTERIM 'OPINION, 

The campbell Water Company filed. this. al':Plication,on, 

November 9" 1960", for author1zationto .. issue shares of :preferred 

stoek in exehallge tor subdividers' advance contracts .. ' 

Information filed With' the Comm1.ss10n shows that 

a:pp11cant's operatiOns and':1ts'1nvestment,1n' plant" along With 
• •. •..• I ,,', 

the related subdi V1ders f contracts "have been increasing rapidly ... 
.. , 

During the five-year period fi'om195Sto1959 .... inclUSive; for, " 

example .. : the' operating. ,. revenues have increased from: $99 ~~74 ., to 
. .' , . 

$163,,982 and the number of meters 1::r-Oml .. 87l" at the. beg1zlzung~ , 

or 1955 to' 3 .. 023 at'the end 01"1959 .. ' It ,iSes.t1lnated bY:t~e 
'company that the:'number ot meters W111:incre~"to.~3,,400':at 

"'.~ " '.. , . ,'I" . 

the 'end of 1960 and to' 4 .. 400 at the' end of ,1962~' 

It appears that the ,:plant necessary: to serve the, 

growth. has been f'j,llallced to a large extent' with 'advances from 

subdinders .. the balaLce sheet a~;o:t,J"uiy 31,,:1960,show1~ 
~ .. . 

total: advances of· $397 .• m as compared w:1<;h' mortgage" note&' o~ , 
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.. 

$203~OOO and equity capital of $312 ... 914. The .fo11owing tabu-' 

lat:1.on shows. the changes in the capi ta11zation ratios·' since 

1955: . 

Pre-', . Common' . 
terred-: ·~Stoek· 

Notes .. Advances. . Stock:· ·~u1t;[.·.· 

Dec. ~l 
< '; "":.,0,, '"," 

34% 9%' 15%'·· '42%. 195 
1956 . 2S . 21 13- 38···· 
1951 '. 24 28 12 36- . 
1958: 31 37 7' 25· 
1959>" 25 47 5 . 2Z>. 

J~J± 22'" 44 5 ~ .. 

Dur1ng 1960 ... the eompany.obta1ned $80~OOO'of additional' 

eqUity 1"'t.m.ds through. the sale ot common. shareS:' and thereby and to 

that extent improved its cap:LtaJ. strlleture. Appl:1.cant,' s.-common 
, .. ,., 

shares have a par-value or $25 each and for a number'.cr.years . 

have .been rece:1. v1ng . axmual d1 ~dendi. of: $1.'25;," 

The company noW' repor:ts that :1.t :1.$ f'aeed w:Lth heavy 

cash outlays tor re:t:'unds:' under its' eXisting contracts. and" tor' 

plant add:1.tions~ that it antici~tes such outlays Will continue 

at a h1gh. level in the next Se~~ra1 years.~ and: that it doei not 
, . 

have suf'f1cient 1nternal resources to permit· it to' meet . its. 

obligations. under its eXist1ng and prospective contracts and 
'" ',"", 

at the same t1me'ma~n'ta1n 1ts-cred.1.t posit1on~ attract' outside 

capital and' extend' and 1.mprove its' serv1ceand f'ac!.lit:tes.-

. . . 
Appl:1eant asserts. that its,adverse cashpos:tt1on and . 

its high. debt ratio make 1t'1mperativethat.1ttake·steps· to- . 

redollce its cash outlays'·oy .convcrt1ngOUtst~d.1ng,.:re!'Ur..d,··,· 

l'·t 
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contracts to, some other form of cap1 tal and to ,proVide an 

adequate mortgage base for future financing. Spec1f1caJ.ly, it 

proposes, and now seeks authorization, to l.ssue $215".900 par 
" , 

value of' its ~. preferre6. stock in exchange, at dollar 'for' 

dollar, for un:r:e:f"unded amounts of' subdiViders t advance" contracts. " 

Should the COmm1S~10n not look w1 th favor on' such 1ssueOr '3% 
• , • I 

, preferred stock, it requests, as analternaUve; too' b~~a~thor~ 
, , 

1zedto issue $170".500 par valueot' 5-i/2%prererr~ds.tock'1n: 
eXcha,nge; on a 6% present worthba~:ts, f'or Unrefund~~~o~ts 

0' , 

of such contracts. However, app~Cant takes,' the,~ poSition, that· 

the issue' of' 3%, preferred shares :1s ' more,des1xoable" than the, 

1ssue of' 5-1/~,pref'erred shares and" 1n . the longrun~~'wiil,be 
more beneficial'to' its- consumers, mvestors::and contract holders. . , ' 

APP11C8llt' s' proposal t01ssue 3%' preferred', ~res 
. -. " . , 

1n the ma.xmer1nd1eated -would constitutes variance .. trom its. 

. !'11ed main ext~ns1on, rule ~ Th~ Comm1ss1orf now has', before 'it" 

a proeeed:1.ng,· case No. 5501, 1nst:ttuted on'its own mot:ton,to 
\ ' ' , ", , ,,' 

consider the matter of rev:1.sing the present main extension rule 

and .. we do not eons1d.er :1. t deSirable at this time to, enter' an 

order with respect to one of' the matters .(.,h1ch, maybe. considered 
'c • ,0,'-

and determined':1n that investigation. For 'tbj;s" reason we,W111" 

withhold any action on the COInP~'S requestto:tssue 3%' 
preferred stock pending, final 'decis1on':of',Csse'No,. ".5501'~' 

• , I • '. '. . ,. '. '.' , 

, 'lb.e termination O1:contract$-,underee~: cond1t1ons~ . 
,'! 

, 0:0. a present worth, 'basis is perm:ttted bY' th~ present,.rule and. the 
. '. . 

order he:-e1n \\'1.l1 authorize' the issue of 5-1/2% :preferred shares 

, ... , 

-'3--
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so as to e:cable applicant to proceed w:L th. such. convers:1ons :as 

it . may be able to arrange.. The' author1zation herein, gj:ven is 

perm1ss1 ve only and. is. not. to be·c6nstrued as 1nd1eat1 ve o"r 
" 

amounts to be included 1n a tuture, rate base, tor the purpose 

of deterndn:1ng just and reasonable rates. 

INTERIM ORDER' 

The Commission having. considered the above-ent1tled" 

matter ·and being. of the· opinion: that, a public hear1ng1S, not' 

neces3ary~ hereb7':t:'1nds that the request' o"r, l'.he campbell Water 

Company to1ssue shares o'£.~ pre,terred 5tockshou,.ld'beheld 
. , 

in .abeyance and 'that the request to :tssue 5':;1/2% preferred 
", ,., ... 

stock should be granted; therefore~··· 

IT, IS HEREBY' ORDERED as follows:' 

I. The campbell Water COmpany ~ ., on or after the • 
. . .... - " .. ,,' -

,ef"tectivedate hereo"r" and on or before December 31" 1962..-

may issue not to exceed 1" 705 . ~s, of 1ts.' 5-1/7$' p~ererreo. 
" 

stock 1:1 exchange" on a 6% present worth basis ... " for u.nre1\lndec. 

amounts of subdiViders' advance contracts ... ' 1t being"the opinion, 

of the Comm:1.ss1on ~ that. the ' money", property or' labor t.o be: •. 
'" "", .,.1: .. 

procured or pa:1.d for by the . issue of· such shares' is ., reasonably' 

required tor'the purpose Spec1~edhere1n'andtnat"s~chpUI-pose 
is not·,,' in whole or 1n'~rt~ reasonably chargeable t.o operat1ng 

expenses or to income .. 
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2. The campbell Water Company shall ttleld.th the 

Comm:tss10n a report, o~ reports, as required. by General,. Order 

No. 24-A, which order, 1lls0tar as appl1.cable, is. made a· part. . 

or tb!.s. order". 

3. The aut.."J.or1ty herein granted shall become ". 

etreet1 ve 20 days' after the date hereo:t. 

Dated at ____ 8an ___ Fran __ etsco __ ' _____ , .california#-

this /O/:l!t day of : ~ \'11 -: !)V , 196..L.'." 

commIssioners,. " 

:"', 

- 5 -


