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Pecision No. 48765

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In.the Matter of the Appllca tion of

CALIFORNIA WATER SERVICE COMPANY,

a corporation, : | Application

- No. 34422
for an order zuthorizing it to

lssue an additional amount of its
First Mortgage Bondu.

MeCutchen, Thomas, Matthew, Griffithe & G*eenc,
by Robert M. Bzowp, for applicant.u

OPINIOX

Califomia Water Service Company filed this application on
June 5, 1953, for authorization to execute 2 Supplemental Mortgage
of Chattels and Trust Indenturc (Tenth Supplemental Indenture) and
%o issue and sell $2,000,000 in principal amount of its First Mort-
age 4-1/8% Bonds, Series E, due November 1, 1975, by means of a
orivate placument at tholr principol amount plus acerued interest

from May 1, 1953, to the date of issue.

A public hearing was held in Son Francisco before
Examiner Coleman on June 24, 1953, ot which time the matter was
taken under submission. The Commission has reeeived no protests in

the proceeding.

The purpose of the proposed finaneing is to provide
applicant with funds to pay outstanding bank loans and.to reimburse
its treasury for copital expenditures prior to May 1, 1953, which
had not been naid or provided through the issue 6f securities. The

application shows that at April 30, 1953, applicant was indebted to
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banks in the amownt of $1,400,000 repreosenting. short-term borrowings

for construction purposes, that the cost of its plant and proper-
ties up to that date exceeded the net'proceeds from earlier sales
of securities by the sum of $7,271;119.11; ad thot such excess had
bcen'financcd; in general, by appropriations for depreciation and
amorTtization, by accumulations in eamed surplus and by net current’
liabilities.l/; Since April 30 zpplicent has increased its bank
vorrowings to $2,000,000. ‘ |

The recoxd shows that applicant has budgeted for the year
1953 éross capital expenditures of $3,652,123 and that while a
substantial part of this amount has been expended, there remain
uexpended balances for the last eight months of the year of
$2,209,636. It zppears that the proposed issue will be required to
pay the bank loans and will produce no additional funds for capital
. purposes for the remainder of the year and fhat appiicant will
engﬁge in additional bank borrowings or permanent‘findncing later
in the year as it procceds with its program. Tentatively it is
contemplating,$2,ooo,ooo off equity finaqcxng;

Applicant's capital ratios as of April 30, 1953, and after
giving effect to the presently proposed bond issue, are as follows:

“Apri 0, 1 | Pro Forma

Bonds 51.6% 53.8% .
Serial notes A o
Preferred stock 18.6 17.7

Bquity capital 29 . 4 28.1
Totals 0.0% 100.0%

1/

As ¢f April 30, 1953, azpplicant reports current assets of
$1,934,300.99 and current liapilities of $2,998,556.94, including
the 81,400,000 of short-term bank loans.
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The obta im.ng of g2, ooo 000 of sadi tional equity cepital

wnll restore anpllcant’e capital ratios to the present amownts.

.Applicant reportg that it has not entered into any con-
tract for the sale of 1ts bonds but that it has tentative commit-
ments from New York Life Insurance Company, Zquitable Life Insurance

Ccmpany of Iowa, Bankers Life¢ Company and ﬁhe Penmsylvania Railroqd'
Pens;on Fund for the purchase of the $2,000,000 of‘bondé, at 100% |
of the principal anownt thereofl plu° acecrued rntcreet. Applicant
reports that Lt has taken steps to negotiate a przvate sale in the
belief that it will obtain the vest price for its bonds and,that it
will save substantial expenses by the elimination‘of the registra—
tion statement, wh;ch would be required by public bidding. A
withess called on behalf of applicant gave tcstimdny showing c¢hanges
in prevailing intere t levels and the cxpermence of otherwztilities
in disposing of bonds during this year. The witness stated that in
his opinicn the commany!s earnings did not permit the sale of shares
of stock at this time. | '

The record ¢learly chows that applicont is faced with
continuing expenditures to meet increasing demands.for service,
that it will.be required to issue securitics from time to time to
meet these dcmaﬁds, and that upon the basis of the showing made in

. this proceeding the Comnission is warranted in authorizing the’
issue of bonds, as requested by opplicant, and in exempting such

issue from its competitive bidding requircements.

QRRBER

A public hearing having been held on the above entitled

matter, and the Commission having considered the evidence and deing
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of the opinicn that the spplication chould be granted, as herein
provided, that the money, property or labor to be procured or paid
for By the issue and sale of the bonds herein authorized is reason-
ably required by applicant for the purposés specified herein,:and'-
that such purposes, except as otherwise authorized, arenot, in whele
_or'in part, reasonably chargecable to operating expenses or o

income; therefore,
IT IS ZEEREBY ORDERED as follows:

1. Califomia Water Service Company, on ad after the

effective date hereof ad on or before Decembder 3L, 1953, may

execute o Supplemental Mortgage of Chattels and Trust‘Indenture

(Tenth Supplementel Indenture), in, or substantially in, the same
form as that filed in this proceeding as Exhibit 2.

2. The issue by California Water Service Company of
$2,000,000 in principal amount of First Mortgage, 4-1/8% Bonds,
Series E, as requested iﬁ this application, hereby is exéempted from
the requirenents of the Commicsion’s competitive bidding rale as

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

2. California Water Sexvice Company, on and after the
effective date hereof ond on or before Decamber 31, 1953, may issue
and sell said $2,000,000 in principal amount of bonds at 100% of %he
principal amount, plus acerued intérest from May 1, 1953, for the
purposes set forth in this application. The accrued interest may

be used for genersl COrporate PUIPOSEs.

Le California Water Service Company shall file with the

Commission monthly reports .as required by General Order No. 24~A,
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which oxder, insofar as applicablc, 1s made a par‘t of this order.

5. The authority herein grantcd will become  effoctive
when Califomis Water Service Company has pald the fee prescerided by
Sect;on 1904(B) of the Public Utilities Coce, which fee is $1,500.00."

Py

D‘..ted at’ Sen Franelsco, California, this ,i day of
, 1953.:

Presic’.emt

Commissioncrs

1tus F. Cracmer
Commissicnor Justus T. Cza

nocossarily absent, did not purticipato
4n the dispesition of this proceeding. .

TPUBLIC U & <55
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