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2 "'?CQ Decision No. __ ...;v-.;."...; ...... ;;..;;',.J=-

E3FOP..E TB3 RA.II..RO:...n Cm.~~ISSION OF 'l'I--J3 S'I'A'!'E OF Cll.LIFORNIA 

In the ~,1ntter o! the Applioation or 
Cl' .. LIFOR..U'l..:'U .. :J:R SSRVICE CO'.:".2 .. oUrr, 

) 
) 

a corporation, for ~n order author- ) 
izinS it to issue bonds and seri~l ) 
~otes and to ~ortgage its properties.) 

Application No. 20497 

~~!cCutchen, Olney, :!.e.nnO:::l. & Greene, by John O.Moran, 
-:or applicant. 

3Y '~;!m C o~.~ass ION: --

In this application the California '~'1Q,ter Service Company 

asks the Commission to 0J:lt.er ::i,n order authorizing applicant-

(1) To issue and sell at not less than par and accrued 
" 

interest, :~lO)OOO)OOO. of i'irst mortgage 4% bonds, Series B, due 

May 1, 1961; elnd 

(2) To issue and sell at not loos than ge~~ of their face 

value snd accrued interest ~550,OOO. of serial notes bearing interest 

at rates varying fror:J. 1.257; pe:- annum to 4.25% per annum, depending 
, 

upon the date or maturity; end 

(3) TsVexccute and deliver a mortgage of chattels and $upple-

me~ta1 inde~ure pertaining to its bonds and a trust indenture per~ 
taining to~ts serial notes. 

i 
! 

.The Ca11f'o:rn.ie. ~:!o.ter Servico Company is engaged in the 'busi-
ness of su~)plying ond distributing water tor do:t~s:tic:.;and i:::l.duztrial 

purposes in the following localities in the State of California: 

Redding, ~~.ril10't· .. s, Chico, Oroville, !'Iiarysville, Dixon, Port Costa, 

Murtinez (wholesale) Port Chicago (Bay r':'oint), Yialnut Creek(wholesale), 

Concord, Danville, Crockett, Petaluma, South San Francisco, Lomita 
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?ark, Rillsboroue;b.(Fat-t), Sa:c !.':ateo, San Carlos, Los ':.J.tos, Valone., 
Redondo Beach 

Stockton, Livormore, Bakcrstield., Visalia·, Ho.ntord, E:er.llosa Beach, / 

Ci.:.: ... c. ..... 08 ..(J:l.geles (Belvedere (listrict). 
In Applioation No. 20498 the Beo.r Gulch "Hater Compeny asks per-

mission to sell its public utility water properties to California 

~';ater Service CO::l.pany. Tho Bear Culch Water Company is engaged 

i::l the business of 8. public utility water company in, and in the 

vicini ty or, Menlo Park, Atherton, Woodside, Woodside Heights and 

Portola '/1000.3, all in the County of San V.a.teo. 

The California ~:'te.t0r Service Co:n.pany as of February 29, 1935, 

reports stocks and bonds outstanding as tollows:-

COmr:lon stock • • • • • • • • • • • • 
Preferred stock-5% • . • • • • • • • 
First mortBaee 5% bonds due ~pril 1, 

1958 • • • • • • 

.~2,414,200. 
2,961,000. 

• 8,738,000. 

The California ":':at~r Service Company intends to redeem its 

outstanding ~8,738,OOO. ot 5% oonds. Applicant can at this time 

redeem said bonds by payine the principal thereot, the accrued 

interest and a premium of five (5) per cent. The date of redenp-

tion has not yet boen fixed. The payment ot the principal 

(C8,738,000.) and the premium ($436,900.) calls tor an aggregate 

expenditure of ~9,174)900. ...t..z shown in Application No. 20498 

applicant will eA~end about 01,050,000. to acquire the properties 

and business or Bear Gu1c:::' 7:ater Company. 

To obtain the funds necessary to carry out its retunding 

program, the acq,uisition of the properties of Bear Gulch 71ater 

Company and re~burse its treasury because ot income invested in 

its properties, California ".'Jater Service Company asks permission. 

to issue, es said, $10,000,000. of first mortgage 4% bonds,Series B, 
et not less than ~heir face value and accrued interest,and $550,000. 

ot 10-yee.r serial notes at not less the.n 98~ of their face value 

and accrued interest. 
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The serial notes ::lr!ture at the rate ot ~;;~5,000.00 per 

annum. They ~I;ill be unsecured and will be issued under a trust 

i:c.deI):~ure to 'be executed to the .:.1.merican Trust Company. The rate 
of interest and the maturity d.ate ot the notes is as t'0110ws:-

Numbers l~a tu:ri t;z Dat e Rate ot In-
terest ner annum 

1-55 ~y~ay 1, 1937 1.25~ 
56-110 ]f.ay 1, 1938 1.75% 
111-165 May 1, 1939 2.25~~ 166 .. 220 May 1, 1940 2.75% 
221-275 May 1, 1941 3.25% 276-330 May 1, 1942 :3.75% 331-385 -:t.ay 1, 1943 4.00"; 386-440 May 1, 1944 4.00% 441-495 'May 1, 1945 4.25% 490-550 May 1, 1945 4.25% 

Tlle proposed ;10,000,000.00 of tirst mortgage 47~ bonds, 

Series B, will 'be dated May 1, 1936 and mature ~r.ay 1, 1961. The 

company agrees the.t, beg1n:ling wi tb. the year end.ing April 30, 1947) 

it will pay into a sinking fund a sum equal to 1/2 ot 1% ot the ~xi­

~um asgregate principal amount of ell Series B bonds outstsnding at 
anyone time. The sinkine fund monies may be used to rede~ bonds 
or ec~uire properties. 

In Exhibit three applicant r9Ports that it has expended tor 

the acq,uisition of properties the sum of :)1,441,902.72 against which 

it has issued no bonds or stock. Some of the monies necessary 

to make these 0xpe:l.diturcs were obtained trom th.e sale of the Company's 

~rop0rties in ~re~o and some from earnings. The ~1,441,902.72 does 
not include the cost ot the Bear Gulch 'i:e.ter Company properties. 

The cost of the properties of California V;ater Service Com";' 

pany, as shown by its books, and the amount it is paying tor the pro-

perties of Bear Gulch ~Hater Company, less the reserves for accrued 

depreciation, is about ;~lS,400,000 .. OO. Exhibit five shoW's that the 

two companies in 1935 had available tor interest 7 dividends and 

surplus the sum of 0899,333.98. 
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A~p1icant estimates -Chat through the refunding of its ~; 

bonds by an issue or 45; bonds it will 0:r.rect on annual 'saving or 

about ~~42, 000.00. In cocputing this seving the company charges 

duplicate interest to unamortized discount and expense and also 

charges to such discount and eA'J)ense the premium which it must pay 

upon tlle rede:n.ption or i ts 57~ bonds. The present unamortized dis-

count and expense is amortized over a period of years to and includ-

ing 1958, the year in vJ'hich the S% bonds mature, were they not called 

tor rede:lption. The net premium paid on such bonds, the duplicate 

interest a::ld ~he excenses of the neVi issue of bonds are amortized ... 

ove::- the lite of the 4% bonds. ~I;e do not favor the amortiza tioD. 

of the duplicate i~terest. The payment of this interest is a 
current expense and it should be charged to 1936 income. The unamor-

tized discount rule. expense on the 5~; bonds and. the premium paid on 

such bonds should under our system of accounts be charged to surplus 

at the time the 5% bonds are J:'edeemed. However, for accounting pur-

poses and convenience, we will modify our accounting requirements and 
~er.mit applicant to amortize said/discount, expense and ~ramium, 

aggregating $7.'52,863.00 on or before .A,pril 1, 1958. This amortization 
does not relate to ~~e issue ~nd sale of 4% bonds and in our o1'in-

ion is not a part of the cost of the money obtained through the issue 
of seid 4% bonds. Our order relieving the company trom now charg-

ing the ~~752,863.00 to surplus is permissive and we reserve the 

right t~ ~6di~y or revoke it at any time~ 
";'J?pJ.~co.nt b.8.~ tl~ec. w1th the COl'!JIO.1ssion a· copy ,. Exhibit A 

o~ its proposed mortgage or cha~te~s and supp~emental trust 1ndenture 

amending its indenture of April l~ 1928, and a copy ot 1ts proposed 

indenture, Exhibit E, detining and providing for the issue of its 
propooed oorlal notes. ~He haVE) cOllc1dered such 1nstruments and. 
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find tne same to be in satisfactory form. 

o R D E R 

California ','iater Service Company having applied to the Railroad 

Commi::;zion tor permission to issue and sell ~~10,000,000 .. 00 ot its 

first morttSage 4~b bonds, Series B, due May 1, 1961, and $550,000.00 

of its serial notes, and execute trust indentures, all as more tully 

set forth in the foregoing opinion, a public hearing having been held 

oefo=e Examiner ~a~kbauser and the Commission being of the opinion 

that the !:loney, p:,operty or labor to be procured or paid for by the 

issue of the atoresaid bonds et:ld notes is reasonably req,uired by ap-

plicant for the purposes herein stated, and that the expenditures 

for such purposes cre not in whole or in part reasonably chargeable 

to operating expenses or to income and that this application should 

be granted subject to the provisions of this order, therefore, 

IT IS HEP33Y ORDERED as follows:-

1. California ',Iiater Service Company may, after the effective 

d~te hereof and prior to September 1, 1936, execute a 

mo:r:tgage of chattels and supplemel?-te.l trust indenture 
that . 

substantially in the same torm as!r~le~ in this proceed-
". 

ing as ZXhibit A, :pertaining to its :irst mortgage bonds, 

and a trust indenture substantially in the same tor.m as 

that filed in this proceeding as Exhibit B, pertaining 

to its serial notes, provided that the authority herein 

granted to execute said indentures is for the purpose 

of this proceeding only and is granted only insorar as 

this Comcission has jurisdiction under the terms or the 

Public utilities Act, and is not intended as an approval 

of said trust indentures as to such other legal require-

me~ts to which they may be subject. 
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2. C.sJ.ifornia ','iater Service Company may, after the effective 

date hereot and prior to September 1, 1936, issue and 

sell at not less than their face valuo and aoorued in-

terest, f~lO)OOO,OOO.OO of first mortgage 4~~ 'bonds, Ser-

ies B, due i',~ay 1, 1961, and issue and. sell at not less 

than 9St% of their face value and accrued interest, 

~~550,OOO.C'O of serial notes. 

3. California 7Jater Service Company shall use the proceeds, 

other ~hen accrued interest, which it will obtain from 

the sale of said bonds and notes) to redeem its outstand-

ing ::;8,73S,000.00 of first mortgage 5% Series A bonds, 

to acC'&uil"e the properties of Bear Gulch ','Jater Company, 

the transfer of \'l=.ich is authorized by the CommissiOn's 

decision in Application No. 20496, and to reimburse its 

treasury because of income invested in its properties. 

T~e accrued int0rest may be used for general corporate 

purposes. 

4. California ':rater Service Company may amortize, on or betore 

;.pril 1, 1958, the unamortized. discount and expense 

applicable to its outstanding $8,738,000.00 of tirst 

mortgage 5% Series A bonds, and the premium which it 

may h~ve to pay upon said bonds in order to redeem the 

same, pro~ided that the COI:'lIllission reserves the right 

to revoke or modify the permission hereby granted. 

5. The authority herein granted to issue bonds and notes vdll 

" , 
J ' 

,I' ,I 

become effective when California 'lister Service Company 

has paid the tee prescribed' by Section 57 of the Public 

Utilities Act, which tee is One Thousand Four Hundred 

and SixU~1,106.00) Dollars) and when California 7later 

Service Comp~y has tiled with the Commission a complete 

copy ot the registration statement which it will tile 

with tile SeclJ.rities and Exchange Commission. 
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6. Ca1iforn:La ~'later Service Company sb.all on or ce1"ore 

December 31, 1936 file with the Railroad Commission a 

statement showing in detail the expenses which it in-

ourred in oonneotion with the issue unQ sale of the said 

~~10) 000,000 .. 00 of bonds und the said. :~550, 000 .00 ot: 

notes. 

7. California ";7ater Service Company shall tile a report or 

reports such as are re~uired by the COmmission's General 

Order No. 24, whic b. o'rder insofar as applicable) 1s made 
a part of this order. 

8. '.':ithin thirty(30) days after the execution of the mortgage 

of chattels and supplemental trust indenture portaining 

to the company's first :,lortgage bond.s, and. the trust 

indenture pertaining to the company's serial notes, 

California ':~7a ter Service Company shall file wi tb. the 

Commission two certified copies of oach of said trust 

indentures. 

D.~D at San FranCisco, California, this 

May, 1936. 
1fd'day 01" 

Commissioners. 


