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BEFORE TEE PUBLIC UTILITIES COMKISSION OF THE STATE OF CALIFORNIA 

In the Matter of ~~e Application of ) 

CALIFORNIA WATER SERVICE COMPANY, 
a corporatio:l., 

· · ) 
· · ) 

for an order authorizing it to : 
sell an additional amount of its ) 
First Mortgage Bonds. : 

-~-~--~------------) 

Application 
No. 32620 

McCUtchen, ThOI:lClS, Matthew" Griffiths &: Greene" 
by Robert ~ Brown, for applicant. 

In this proceeding, California Water Service Company re­

quests authorization to execute a Supplenental Mortgage of Chattels 

md Trust Indenture (Ninth SUppleme..."l.tal Indent'llre); to issue and 

sell, at private sale without inviting bi,ds" $3,000,,000 in principal 

amount of First Mortgage 3-5/8% Bonds, Series D, due November 1, 

1975, at a price to yield 3.6% t~ ma~~ity, plus accrued interest; 

and to use the proceeds from such sale to pay 'bank loans and to 

reimburse its treasury, in part, for mcneys expended prior to July 1, 

1951, for the con$truction, acquisition and improv~ent or its 

facili ties. 

In support of its requests, applicant reports tnat up to 

June 30, 1951, the cost of its pla."l.t and prop~rty exceeded the net 

proceeds from earlier sales of securities by the a~ount of 

$6,S95,912.61, and that suCh excess had been proVided by income 

credited to reserves for depreciation and amortiz~tion> by income 

applied toward amortization of premiums, discount and expense on 

funded debt, by income accumulated in earned surplus, and by net 
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current li~bilities.(l) It reports~ ~ong otner things~ th~t at 

June 301 19511 it had $119001000 of outstanding Short-tcr.m b~ loans 

.. ..1h1cb. had 'been .incurred in meeting its current construct1on program.1 

<md that it mrQ 'be necessary for it to increase su.ch borro'Wings to 

$2,,4001 000 as it proceee.s 'Wi t.~ such progr~. In this connection it 

estimates its gross c~p1 tal expend! tur":ls for the last six months of 

1951 at approximately $1"220,,000,, and for the year 1952 at not less 

th~ $21 700,000, exclusive of refunds of consumers' adv~ces for 

construction. 

The applico.tion sho'Ws that applicant has not entered into 

any contract for the sale of its bonds. The testimony of its 

president indic~tcs that numerous institutional investors 'Were 

approached in connection with the proposed issue but that only three 

inzur,~cc compQl'lics had evinced any interest in the bonds a:od that 

they had indicated their willingness to acquj.re the entire issue on 

a yield basis of 3.6%. The wi tneiss offered. testimony showing rece-.nt 

changes in prevailing i.."ltcrest levels :::nd the experience of 0 the:­

utili ties in disposing of bones du.ring this year and" on t.":I.e basis 

of his surveYI concluded that applicant c~ obtain a better price by 

means of ~ private place:n.ent of its bonds than it could by inviting 

bids for the p~ll'ch.:tse of -:"'~em, considcri.."lg the relatively small size 

of the proposed is~~e~ the additional expenses ~~d the delay ~eh 

'Would be reqc .. ';,:red in registering the bonds for a public offering" and 

the lack of interest he h.:td observed on ~~e part of underwriters for 

a.."1 issue su.ch as tho.t proposed. He pointed out t..i.at applicant' s 

earnings have been declining(2) and stated that in his opinion the 

tl) 
As of June 30, 19511 3pplicant reports currant assets of 

$1,622>816./~r ~d current liabilities of $3,048,572.82. 

(2) 
Applicant reports ear.nings of $2.70 a Share of common stock in 

1947, $2.48 ~ 1948, $2.59 in 1949, $2.52 in 1950 ~~d $2.20 for the 
t"..1clve months ended July 31, 1951. 
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present earnings 'Would not permit the sale of shares of stock at tl:l.is 

time. (:3) 

Applicant is engaged in supplYing water to approximately 

tl:l.1rty communities in the state. Its .financial statements on file 

'With the Commission show that its investment in fixed capital has in­

creased from $23,362,178 at the close of 1945 to $42,781,452 on 

June 30, 1951, and its number of consumers trom 105,110 to 169,489 

during the same period. The record shows tb.o.t applicant is faced 

With continuing expenditures to meet increasing demands for service, 

nnd that it '-1.11 be necessary for it to issue securities to meet s".ch 

demands. Upon the sho'W1ng I:I.~de in this proceeding" it is clear that 

it is in the public interest for the Cotnn1ssion to grant applicant's 

requests so as to enable it to obtain the additional tunds noW' . 

aVailable to it. 

The authority herein given is based upon applicant's 

representations in this matter and upon Q', review ot its finmlcial 

condition, as reflected by its statements, consideration being given 

to prevailing conditions. It is not to be construed that because of 

the order herein the CoI:mission in the future 'Will eXel'!lpt thiS" or 

~y other utility, from competitive bidding. It may 'Well be that in 

connection 'With future issues circumstrulces and condi t10ns then 

obtaining 'Will not 'WarrZlnt suc.'l exc:lption. 

(3) 
Applicant's capital ratios, at p:::-esent and giving efr(~ct to the 

proposed is~e, are as follows: 

Bonds 
Serio.l notes 
Preferred stock 
Equi ty capital 

TottLl 
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At Pres~nt 
52.37% 

.70 
23.18 
23.75 

1..00.00 

Pro Fo-tl].~ 

56~23% 
.65 

21.30 . 
21.?2. 

100.00 
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A public hearing having been held on the ° above entitled 

matter, and the Commission haVing considered the eVidence nnd being 

of the opinion that the application should be granted, as herein 

p:rovided; that the m.oney, property or labor to be procured or :p'a1d 

for throu.gh the issu.e <md sale of the bonds horein authorized i:s 

rc~sonablY re~uired by applicant tor the purposes specified herein; 

<md that such purposes, except as otherwise a.uthorized" are not, in 

whole or in part" reasonably ~~argeable to operating expenses or to 

income; therefore, 

IT IS HEREBY ORDERED as follows: 

1. California Water ~ervice Company" after the effective 

date hereof and on or before December 31" 1951, !!lay execute a 

Supplemental Mortgage of Chattels and Trust Indenture (Ninth St::.pp1e­

mental Indenture) in,. or substantially in, the sWJ.e tom as that 

filed in this proceeding as EXhibit 1. 

2. The issue by California water Service Compcmy of 

$.3,,000,000 in principal amount of First Mortgage,. 3-5/8% Bonds" 

Seories D.7 as requested in this a.pplication" hereby is exempted from 

tho requirements of the Commission's competitive bidding rule as soto 

forth in Decision No. 38614,. dated January 15, 1946. 

3. California Water SerVice Company" after the effective 

date ~ereor and on or before December 31, 1951" ~y issue and sell 

sro.d $3,,000,.000. in prinCipal amount of bonds at a price to yield 

3.6% to maturity" plus accrued interest from May 1,. 1951" tor the 

purposes set forth. in this application. The flCCrued interest may be 

used for gOeneraJ. corporz:.tc purposes. 
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4. California 'Water Servil:e Company shall file 'With the 

Commission monthly reports ~s required by General Order No. 24-A, 

whiCh order1 insof~r as applicable, is made a p~rt of this order. 

5. T.b.e llutl'lority herein grcnted. ~~J. become e:f":f"cet;1.ve when 

California Water Service Comp~y has paid the fee prescribed by 
Seetion 57 o~ the Public Utilities A¢t, Wh1en ree is two tnous~d 

($2~OOO.OO) dollars. 

Dated. o.t S~.n Fran.c:tsco~ Ca1i:f"ornia~ th:i.s ~/')~ o..ay o£ 

August, 1951. 
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