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T The Matter of thé Applicetion of ..

CALTFORNIA WATER STRVICE COMPANY,
a corporetiony

for an oxrder authorizing it tc issue
bonds and' seriel notes ead to #o:tgage
its propervies.:
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By Ferry D.: Ccstigan and" =re.zel :lagler. for
Applicant.-
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In this applicetion)’ Caiifcrufa'Wh*' ' ervice Ccmpany.f

hereipafter sometimes referréd ‘4o es Applicant, esss pe*mission
to-issue ‘end sell at '107% of ‘théir face value, plus accrued

incerest trom - Novexber 1, 1945,  $1l, 282.000 o firwt uortgage

,

3% boads :Series’ C due Novenber l, 1975, and’ i3 sue and c'eJ.Zl. at
par $600,000 of serial notes '(average interes c rate 1. 9%) and

use. the proceeds to' redeed Vll 882 OOO o’ 40 bonds, pay expenoee

incident to the issue of said’ eecurities and reimburse its“

.

treasury. - -Applicant-also asxs perﬂisszon to execute a

p

supplemental mortgage 'of ‘chattels arnd trust’ indenture to secure

the: payment” of seid ‘bonds 'and account for paot and ‘ucure bend

. -
- ) " LS

Ciscounts, cxpe ses and premiumg {3 'the marner here nafter aet
forth'- e
Applicant ‘is engdged ‘in the buuinese or supplying and

distriduting water for dcmestic and’ induutrial curocues in the

following localities im the''Stdte cr‘Calif%rnia"
Atherton, Bakersrield, Crico, Concord, Crocxett, Danville, o

Dixon, Zast Los Angeles (Belvedere),’ thrc d, hillsborough

| .

(part.for limited” purposes); Hermosa Beacn, Live*mcre, Lcmiva

Park,.Los Altos) Martinez (wholésale); \arysville, Menlo Parx,
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Oroville, Peteluma, Port Chicego, Port Costa, Redondo Beathy
San Carlos, Saa Mateo, Souts Sen Fremcisco, Stockton, Valods
Visalie, “alnut Creek (wholesale), Willows and Woodside.

For 1944 Appl.’_xqant reports operating reveanuwes of
$2,648,465.25. It hed evailable for the paymeat of interest,
dividends and surplus $1,194,606.72. This sum was used Lor the
following purposes.

Bond interest | $475,280 00"
Interest on deprecn.ation reserve, 179,664 .00
ther interest 428.79
A.'nortiza“cion o . dedt ddscount: and;
expense " 341 550. 54
Dividends’ on pzererred stock: 208,502.17°

Dividends, on’ common. stock, 233,136.00
Addit ons to surplus 63,045.12

Total, £1,194,506.22

Applicant. has-outstanding capital: stock' in the edount’
of (’.»6, 389 »200, segregated as. follows::
Comon, 116,568 shares, par-value $25 per-share.---§2,914,200
Prefersed 6%, 139 »000-shares par velue. $25 pershare=-$3,475,000. -
On }b."g c_om.mqn,.‘s'_cqck-_,ﬁ.pp;icann-,during' ll944'paid ‘an 8% d.{-c'ridena'-
and on the preferrec 6%. Applicant isinow e;ftving’consi:dera‘bio:-‘
o fchqurq;u.ﬁ.d;ng of ,its. 6% preferzed stock through the-issue of -
pr,e_r‘ez;;cd\ 'stoclg_ Hearing a.lower ;di.v:':dénd.,

| Appli c.ér._z.t, Jhes outsténding 511,882,000 0f ‘first

mc_:_rt,ge;gg,ﬁ%.' donds, Sexies B .due, May o 196L. . These‘bonds are
Dow. re;degmable, at the option -of Applicant. oz sixty daysT notice
upon the, peyment. ol the pr;i_zigﬁ,ip,al thereof,” the accrued iaterest '
and 2 premium equal to S53% of the-fece emount of ‘the bonds. - The *
payment of the principal of the:.donds and.the p:emium--entéi‘l's‘ )
an.‘gxpggd;turg..‘or,,$'lg,§.35,_510-. .For theipurpose -of "paying the -
bogdg igancl{.fifor, other purposes. Appi;cant;-.aslcs‘:pemi;s‘sio:’x-‘-to'issue .

and, sell.at, 107%.0f their face value. and- accrued- fnterest Iroxn
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Nononbof'l;'ié&S;”*ii.zSé'déd'*éoé’amonﬁt”ofﬂfinﬂt‘nortgagen
3*% bonds, ‘Series ¢ due Novemb '1,-1975, ‘and- at par’
*600 000 face amount of serial- note
The sotes will be iSsued to the Ameriéan“Trust:
Company. ”néy zature ‘annueally’ in amounts of *$60, OOO on.
the firs*‘day ol November 1n the years - 1946 %0 1955, in¢lusive.,
The thterest rate i3 1. 3% on’the first maturity.. Thereafier
it lncreaees 0. lV for each’ subseguent’ mntur*tyn The interest
rats on the last naturity is 2 2% per gnnum.- A’ copy’ of the
proposed‘note is on £ile ir this application as Exhibit =3n..
Applicant has enteréd into an agreement (Eknidit 2):
with Union Secubities Cofpo:afiony et d1l., covering: the
sate of the 411,282,000 of Series C boads. The underwriters
néfee{ as seid, %o péi for the bozds 107% of their pfincipal
anonnt: plns ecceried interest frb::woveaber 1, 1945, to the
closing date unicn is expected to be November S, 1945. -This
provision oaves Applicant the eypense o paying doudle intereon
for a period of abont 80 days, the tize during which 1t must
give notice of the redemption of its 4% bonds. At the price
statcd the effective imverest rate 45 ‘about 2.9%, The
teetimony shows tnat Applicant's P esident conducted
negotiationo with several investment Yenking f;*mn for the
oale of the bomds aid ‘comeluded thet the price offered vy
Un on °ecnri ies Coﬁporation. et ‘aly, ‘was the nost advantageons

$o hpplichat.
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At the price stated Applicant will vealize from the
§ale'o£ the bonds and notes $12,671,700, which 1t will expend

for the following purposes: .
To redeen 4% donds, $12,535,510

To pay eypenoes of new boné issue
- 'and-notes and redeem 4% bonds; o
approximately, 65,590

To reimbursevtreasury, approximaéely, 70‘6901- |

| To secure the payment, of said Series ¢ bonds and of
bondg which it may subsequently be auxhorized to issue, Applicaqt'
asks permission T0, execute & supplemental mortgage of chactels
and trust indenture in substantially the same form as fhat £iled
in this application as Exhidit 1. The. trust 1ndenture, azong
other things, provides chdt after the {ssue of $11,782,000' of
bopcs the trustee can authenticate ovonds in an amount not exceed-
ing 66-2/3%.of the cost or value, whichever is less, of ' proper=~-
tles constructed or, accuirod by Applicant alter August 1, 1945,
,ubject to other, provisions of .the indenture. While the  order:’
hereir will authorize the execution of the indenture,- 4% skould
bocndepgtood that .sald order does not authorize applicant to
issue condc in addition to. the Sll,zsz,QOO\aumhorized by said
orde: or comnit the Commission to authorize Applicant +t0 issue
bonds in amounts equal_toioé-z/B%\of,the cost orivalue of its
p*operties.

Applicant as of July 3L, 1945, had: recorded: on its” books
$440,234.16 of unamortized bond discount, éxpense and call preafum-
applicable to 1ts Serles.4, 5% bonds redeemed in 1936; TUnder
Decision No. 28793, dated May 4, 1936, Applicant s .authorized’
to amortize the $440,234.16 on or bvefore April 1, 1958, which
was the‘original date of maturity of the 5% bonds. .Applicant Has -
also on 1its books unamartized .premium of $3,225.03 realized upon
the sale of its Series B, 4% bonds which 1t now Proposes o re-~
deen. In doing so 1t must pay a premium of $653,510 and incur
expepso; estlma;od:at $l0;509, making a total of $664,0lo. This - -
amou#t will be reduced by an amount-equal to tax'savings result--’
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ing from the bond réfun@ing estimated at $484,916 and vy said
preéiﬁm of 83,225.03, leaving a balance of $L175,869. Applicant
asks iermission %0 amprtize'the $175,869 on or bgfore'May.l,,l9él,
the original date of‘maturity of the Series B, 4% bonds. Upon

the sale of the Serles b, 35% bonqs,,Applicant'will realize 2
premiuvm of $789,740. ‘fhis will ‘be redﬁcgd by the expences of the
issue estimated at $55,000. The.remalinder, 734,740 will be
credited to-émortizéd.premium oz debt and will be written off on
or vefore November 1, 1975, the date of the maturity of the Series
C bonds. The annual,aéoﬁxization of the premiw: received on the
Series C bonds will eigced the aggregate_adnual charges to income
because of the amortizatlon of discount, expense and ¢all premiums,
abpliéaﬁle to the Sér;gs.A and Series B bonds. TFor aéépunting
'purposes, we will permit applicant to disposé.of tbe unémortized
discownts, expensgéland premiugs in the,manneé indicated. Ve,
nowever, reserve the ;;ght o revoke or modify such peraission at
any time and to determine herealver to what extent, fat 311,

the charges to write off discounts, expenses and premiums pertaine-
ing to refunded issues represent a part of the cost of ooney in-

vested in Applicant's properties.

QRDER

California Water Service Company having applied to
the Railroad Commission for permission io fssue and sell
sil,zaz,ooo of its first mortgage 32% dYonds, Series C, due Noven-
ber 1, 1975, and SéO0,0QO of its serizal notes, and execute a
supplemental mortgage éf chattels and trust indentures, all as
more fully set forth in the foiegging qp;nion, a public hearing

having been held before Exaniner Fankhauser anc the Commission

veing of the opinien that the money, property. or ladbor to be
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procured o*'pdié'*éf;by‘the'issue‘of?*hé aforesaid-bonds and notes.
is reas duoly reouirea by Applicanu for the purposes aerein.stated,
that“vhe expendztures to redeem-App__cant's‘ou stgnaﬁng-bondsf
aqd reimburse its :eagury are not in whole or-in part reasonadly
cﬁéfgéablé to obe rating expenses or’ to incomc and’ that this.appli-~
céfibn shouid’be granted subject to the wrovisions of this ordexr,
éﬁeféforé; -
;T IS RLBV ORuERnD & follows:
T. Calfformia Water Service Compeny may, after the
effécﬁive éaéé Héréof and prior ¢o November 15, 1945, execute a
uupplemcntal mortggge of chuttels and truse indenture yubotantidny
in the same forz as that filed in this p*oceeding as Exhibit 1.
2. Ca_iro*n_a Water Service Com mpany nay, ter the
f;éctive date horeof hnd prior to November. 15, 1945, issue and
scll at not less then 1077 o*‘unezr face value and zccrued in-
rest fron Hoverber 1; 1945, $11, 282 000.00 of first mortgage

'l

2% boﬁd Se_ies C e Nove be* 1, 1975, ana 2% par $600,000.00

'of gerialuho
3. C;fifornia Water Service Compeny shall use the
'ﬁ;oceéés, Siﬁéfithan'aéé*ﬁeéIintéreét which itfwill obtain frem
thc odle o* said ‘boads and note €O’ redeem its outstanding
'°ll.88§ OOO OO of first mortgage L% “sonds, -Series B, now outstand-
;ing, to pay eype ses 1“c1dent %0 'the issue and-sale.of-sdid.bonds
2a¢ notes and’ the redempiis .-6f'§aid.4% bonds and 4o reimburse
Hiésrtrcaéury'beCause'6f'ihcdme investéd in its properties. 'The
acciucd interest méyrbé usgd'fér.generalfcorpobatefpurposes.
'4. Californiz Water Service Company may accouns, fcr
the we mo}tizéd disédﬁnts,-expéﬁses’hnd call premiuns; applicable
:to its Se : and Series’'B bonds in 'the -mamer and wnder the

éondifichs‘set'fo:th in the foregoing opinion.
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5.- The author *y herein: granted %o iss;eubonds'cnd:
notes will become effective when Caiifornia Watexr Service. Con-
pany hos paLd the fee preséribed by Section 57 df the Public,
Utiiities Act. ’

6. Celifornia Water Service Conpany chall on or before
Merch 1, 1946, £ile wita the Reilroad Commicsion a.stateﬁeﬁt
showing in de¥ail the expenses waich it incurred in conneétion

- with the issue and sale of the said $11,282,000 of bonds and the
sefd $600,000 of rotes. ' |

7. Californiz Water Service Company shell file a re-
POXt Or reports such ds are required by the Commissionts General
Order No. 24, whichlorder ir so far as applicable, is made 2 part
of this order. _

8. Within‘ﬁhirty (30 days after the execution of said
supplezental mortgage of chattels and indenture, California
Water Service Company shall file with the Commission two certified
copies of the same and 2 complete copy of the regiStration svate-
ment, including all exhidits, filed witk the Sécurities'and Ex
change Commission. |

.Dated at San Francisco, Califormia, this

day of Augusﬁ, 1945. <é?§§27 | . o
, ’; ; e

T mAD COMMISSION
RMSL‘K'PI.AOF CALIFORMIA

"

Commissioners




