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Decision No. <5783

ZEZFORE THE RAILRQAD COMMISSION OF THE STATE OF CALIFORNIA

In <hc Matter of the Application of )

CALIFORNIA WATER SZIRVICE COVPANY, )
a corporation, for an order author- )
izing it to issue bonds and serial )
20tes and to mortgage its properties.)

Application No. 20497

McCutchen, Qlnoy, Mennoa & Greene, by John O.Moran,
Tor applicant.

Y TES COMMISSICN:
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In this avpplication the California Water Service Compan&
asks the Commission to enter an order authorizing applicent-

(1) To issue and sell st not less thanm par and accrued
interest, $10,000,000. of first mortgage 4% bonds, Series B, duo
May 1, 196l; &and

(2) To iosue and sell ab not less than 984% of their face
value and accrued interest ¥550,000. of serial notes bearing intcrest
at rates verying from 1.25% per amnum to 4.25% ver emmum, depending
upon the date of ﬁaturity; end

(%) nj?/execute and dellver a mortgage of chattels and supple-
meatal indenture pertaining to its bonds and a trust indenture per-

teining ite serial notes.
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ness or‘supplying ond distridbuting wetor for donestic.and industrial
purposes in the following localities in the State of California:
Redding, Tillows, Chico, Oroville, Marysville, Dixon, Port Coste,
Wartinez(wholesale) Fort Calcago(Bay Foint), Welnut Creek(wholesale),

Concord, Danville, Crockett, Petalume, South Sen Francisco, Lomita
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Paxk, Hillsborough(Part), Sen Meteo, San Cerlos, Los Lltos, Valona,

Redondo Beach
Stockton, ILivermore, Bakersfleld, Visalia, Hanford, Hermose Beach, /
wiG w08 Jngeles (Belvedere district).

Tn Application No. 20498 the Dear Gulch Water Compeny asks per-

mission %o sell its public utility water properties to California

water Service Company. ™ie Bear Gulch Water Compeny Ls engaged
5n the busipess of a public utility water company in, and in the
vieinity of, Menlo Park, Athertom, Woodside, Woodside Helghts and
Tortola Woods, «ll in the County of San NMateo.

The Califormia Weter Service Company as of February 29, 1936,
reports stocks and bonds outstanding as follows:-

Cormon stock . . P e $2,414,200.
Preferred stock-~6% . . . .« o . 2,961,000,
Tirst mortgage 5% bonds due np*il 1,

1958 « « « « « . . 8,738,000.

The Californis Water Service Compeny intends to redeem its
outstending 58,738,000. of 5% bonds. Applicant can at this time
redeem sald bonds by payinz the principal thereof, the accrued
interest and a premium of five (5) per cemt. The dete of redemp-
+ion has not yet been fixed. The payment of the principal
($8,738,000.) and the premium ($436,900.) calls for an aggregate
expenditure of $9,174,900. As shown in Application No. 20498
applicant will expend about $1,050,000. to escquire the properties
and business of 3ear Gulck Water Company.

To obtain the funds nscessery to carXy out its refunding
progrem, %the ecquisition of the properties of Bear Gulek Water
Company and reimdurse its treasury because of income invested in
its properties, Californla Weter Service Compeny asks permission
to issve, o3 said, $10,000,000. of first mortgage 4% bonds,Series B,
at not less than their feace value and accrued interest,and $550,000.

of 10-year serizl notes at not less than 98%% of their face value

and accrued interest.




The serial notes wature at the rate of $55,000.00 per
annum. They will be unsecured and will be issued under a trust
indenture to ve executed to the American Trust Company. The rate
of interest and the meturity date of the notes is as follows:=-

Numbers Maturity Dete Rate of In-
terest ver annum
1-55 Mey 1, 1937 | 1.25%
$6-110 May 1, 1938 1.75%
l1l1l-165 May L1, 1939 2.25%
166=220 1 1940 2.75%
221-275 ! 1941 3.25%
2786=330 1942 3.75%
331=38% 2 1943 4.00%
386=~440 ‘ . 1944 4.00%
44)-490 1945 4.25%
4£26~550 h s 1946 4.25%

The proposed 10,000,000.00 of first mortgage 4% bonds,
Series B, will Ye dated May 1, 1936 and mature Yeay 1, l986l1. The
company agrees thet, beglnning with the year ending April 30, 1947,
it will pay into & sinking furd a sum equal %o 1/2 of 1% of the maxi-
mm aggregate principal amount of all Series 3 bonds outstanding at
any one time. The sinking fund momies may be used to redeem bonds

Or acqQuire properties.

In Zxhibit three applicant reports that it hes expended for

the acquisition of properties the sum of i1,441,902.72 ageinst which
it kas issued no bonds or stock. Some of the monies necessary
to make taese expeaditures were odtained from the sale of the Compeny's
properties in Freszo and some from earnings. The $1,441,902.72 does
20t imclude the cost of the Bear Culch Water Company properties.

The cost of the properties of California Water Service Come
Pany, as shown by its books, and the amount it is Paying for the pro-
perties of 3ear Gulch Weter Company, less the reserves for accrued
depreclstion, is about $15,400,000.00. ZRxhidit five shows that the
two companies in 1935 hed aveilable for interest, dividemds and

surplus the sum of $899,3%3.98.




Avplicent estimates that through the refunding of its 5%
bonds Dy an issue of 4% bonds it will effect an amnual saving of
about $42,000.00. In computing this seving the company charges
duplicate interest to unamortized discount and expénse end also
charges to such discount and expense the premium which it must pay
upon the redemption of its 5% bomds. The present unemortized dis-
count and expense is amortized over a period of years to end includ-
irg 1958, the year in which the 5% bonds mature, were they not called
for redemption. The net premium paid on such bonds, the duplicate
interest and the expenses of the new issue of bonds are amortized
over the life of the 4% bonds. We do not favoer the amortization
of the duplicate interest. The payment of this interest ic a
current expense and it should be charged to 1936 income. The unamor-
tized discount and expense on the 5% bonds and the premium péid on
such bonde should uzder our system of accounts be charged to surplus
at the time the 5% bonds erTe redeemed. However, for accounting pur-
poses and convenlence, we will modify our accounting requirements and
permit applicant to smortize said‘discount, cxpense and premium,
aggregating $752,863.00 on or before April 1, 1958. This amortization
does not relate to tize issue and sele of 4% bomds and in our opin-
lon is not a part of the cost of the moncy obtained through the issue
of seid 4% bonds. Qur order relieving the compeny from now charg-

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

Il@ﬂl t@ mﬁ&l?y 0r revoke it at any time.
#ppiicent nas flled with tne Commlssion a copy ;  Zxhibit 4

ol its proposed mortgage of chattels and supplemental trust Indenture

emending its indenture of April 1, 1928, and o copy of its proposed
indenture, Ixhidit 2, desining end providing for the issue of its

proposed sorlial notes. We have consldered such instruments and
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find the same to be in satisfactory form.

ORDER

California "ater Service Company having applied to the Rallrocad
Commission for permission to issue and sell $10,000,000.00 of its
first mortgage 4% bonds, Series B, due May 1, 1961, and $550,000.00
of ite serial notes, and execute trust indentures, all as more fully
set fortk in the foregoing opinion, a public hearing having been held
before IZxaminer Fankhauser and the Commission being of the opinion
thet the momey, property or labor to be procured or paid for by the
issue of the aforesaid bonds and notes is reasonably required by ap-
plicant for the purposes herein steted, and that the expenditures
for such purposes cre not in whole or in part reasonably chargeable
Vo operating expenses or to income and that this application should
oe granted subfect to the provisions of this ordexr, therefore,

IT IS EEREZY ORDERED as follows:- |

1. California Water Service Company may, after the effective
date hereof and prior to September 1, 1936, execute a
mortgage of chattels and supplementel trust indenture
substantially in tke same form agﬁgiled in this proceed-
ing as Zxhibit A&, pertaining to its =irst mortgage bonds,
and a trust indenture substantially iz the seme form as
that filed in this proceeding as Exhidit B, rerteining
to its serial notes, provided that the authority herein
granted to execute sald indentures is for the purpose
of this proceeding only and is granted orly insofer as
this Commission has Jjurisdiction under the terms of the

Public Utilities Act, and is not intended as an approval

of said trust indentures as to such other legal require-

mernts L0 whick they may be subject.
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California “ater Service Company mey, after the effectlive
date hereof and prior to September 1, 1936, issue and
sell at not less than their face value and accrued in-
terest, $l0,000,000.00 of first mortsage 4% bon&s, Ser-
les B, due May 1, 1961, and issue and sell at not less
than 98%% of %their face value and accrued interest,
$550,000.00 of serial noﬁes.

California Water Service Company shall use the proceeds,
other then accrued Interest, which it will obtain from
the sale of said boands and notes, to redeem its outstand-
ing :6,738,000.00 of first mortgage 5% Series A bonds,
to acquire the properties of Bear Guleh Water Company,
the transfer of wiich 1s suthorized by the Commissioén's
decision in Appllication No. 20498, end to reimburse its
treasury because of income invested in its properties.
The acerued interest may be used for gemeral corporate
purposes.

Celifornia Water Service Company mey amortize, on or befors
£pril 1, 1958, the unamortized discount and oxpense
epplicable Yo its outstanding $8,7385,000.00 of first
nmoTtgege 5% Series A bonds, and the premium which it
may beve to pay upon said bonmds in order to redeem the
same, provided that the Commission reserves the fight
O revoke or modify the permicsion horedby granted.

The authority herein grented to issué tonds and notes will

vecome effective when California Water Service Company

hes paid the fee prescrided by Section 57 of the Public

tilitieg act, which fee is One Thousend Four Hundred
and $1x(%51,406.00) Dollars, and whem California Tater
Service Company has filed with the Commission o complete
copy of the registration statement which it will file

with the Securities and Zxchange Cormission.
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6. California Water Service Company shall on or before
December 3L, 1936 file with the Railroad Commission &
statement showing in detall the expenses which it in-
curred in comnection with the issue apd sale of the sald
$10,000,000.00 of bonds and the sald $550,000.00 of
notes.

7. Celifornia Vater Service Company shall file a Teport or
reports such as are required by the Commission's Genmeral
Order No. 24, which crder insofer as epplicable, is made
& part of thls order.

8. Within thirty(30) days after the execution of the mortgage
of chattels and supplemental trust indenture rertaining

to the company's Lirst mortgage bonds, and the trust

indenture pertaining to the compeany's serial noves,

California Water Service Compeny shell file with the
Comuission two certified copies of each of said trust

indentures.

DATED at San Fremcisco, Californie, this _ &= day of

May, 1936.
/A AN

Commissioners.,




