
• A. 34422 MJ.'1W 

Decision No. 48765 

BEFORE THE PUELIC UTILITIES COYMISSION 9F THE STATE OF CALIFORNIA 

In, the Matter 0 f the Applica.tion of 

CALIFO?NIA WATER SERVICE COMPANY, 
a corporation, 

) 

) . . 
) 

for an order ~uthoriztng it to . : 
issue an additional amount of its ) 
Fi::ost Iv1ortgag~ Bonds. : 
- ~ -,~ -- - ~ '.- -' - - - - ... - .... - ~ - - ) 

Applica.tion 
No. 3.4422 

McCUtchen, Thomo.s, Matthew, Gri'ffi ths & G::-eenc, 
by Fobert !i:.. E.;:o'W¢l, for applicont •. . '. 

" 

California Water Service Comp&lY filed this a,pplication on 

Jun~ 5, 1953, for authorization to execute a Suppl~ental Mortgage 

or Chattels ruld Trust Indentu::-c (Tenth Supp1eme"lt~ Indenture) and 

to issue and sell $2,000,000 in principal a~ount of its First Mort

g:lgE: 4-1/8% Bonds., Seri~s E, due November 1, 1975 ... 'by me3nS of a 

p~ivate placement at their princip~l ~ount plus ~ccrued interest 

frore M~y 1, 1953, to the date of issue. 

'A public hearing w~s held in Son Fr~cisco b~fore 

Ex::ci..""l.cr Colemor.. on June 24, 1953, nt which time the matter was 

t~cn under submission. The Commission h~s r<:ccivcd no protests in 

the proceeding. 

The purpose of the proposed fin(JZlcing is to provide 

o.pp1icont with funds to pay outsto.nding bonk 100..-"::; end to reimburse 

its trcc.sury for co-pi tal expenci tu.res prior to Hay 1, 1953, which 

hOod not been paid or provided through. tho issue of' securities. 

application shows thc.t at April 30, 1953, Oopplicant 'Was 'indebted to' 
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bcnks in the amoUnt 'ot $1~4()b,,000 repr'csc.nt1ng·',short-te:rm 'borro'Wings 

for con5truction purp6scs~" th~t th.e cost· :ot :i ts plant ond proper

ties up to tMt date' exc'eedcd 'the net ':proceeds from earlier scles 

of sec:uri ties by th~ sum or $7" 271';119'~'11'; .:md that such excess h~d 

bo~ i'inonccd; in general" by approprio.ti.,ns tor depreci~tion ~d 

omortization; . by' D.ccu:mul'ations in earned surplus and 'by net current' 

liabilitics.lI' Since April 30~pp11czat has increased its bank 

borro'W1ngs to $2,,000,,000 .. 

The record ~o'W's that applicont hDoS budgct~ for the yeer 

1953 gross capital expenditures of $3" 652,,123 ond that 'while a 

subst::ntial p.o.rt of 'this amount has been exPended" there remain 

u..~expended balc.nces for the lo.st eight months of the year of 

$2,209,6.36. It appear~ that the proposed issue will be r,equired to 

pay the btmk loans and will p'I'oduce no addi'cional funds tor oo.1'i tal 

pu~oses for the rem~der of the yecr and tho.t applicant will 

engD.ge in additional bmlk borro'Wings or pen'l.ane.nt 1'in;:mcing leter 

in the year as it proceeds 'With. its program. Tentatively it is 

contemplating $2,000,000 of equity fin~cing. 

Applicant's capital. ratios o.~ 01' April 30." 195.3, 6nC! ai"ter 

giving effect to the presently ~.roposed bond issue.? are as follows: 

11 

Bonds 
Serial notes 
Pl'eferreC. stock 
Equi ty cap1 tal 

Tot~s 

. Ap-ril 30, 1953 

51.6% 
.4 

1$ .. 6 
29.4 

100.0% 

Pro Forma 

53.8%· 
.4 

17.7 
2S.1 

100.Q% 

As of April 30, 1953, applicant reports current {lssets or 
$1,934,300.99 end. current liabilities of $2,998,556.94" including 
the $l,,400,000 of short-tern:. b~ loans. 
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The obto.ining of $2,.000,,000 of additional equity capital 
• .' ~., " II 

Will restore applic~tls copital ratios to the present ~ounts. 

" • ' 1. 

, , , , ' 

Applicant roport~ that it ,has not entered into 'any con

tract for the sule of its bonds but tho.t it has tentative commit

ments from. New York Lifo Insuranco Comp~y, Equitable Life Insurmlc~ 

Compm'lY of Iowa, Bankers Life Comp:my mld the Pen."lsyl.vani~ ~ilroo.<! ' 
, , ' 

Pension Fund for th~ purCho.se of the $2,000,000 o!bonds, at 100% 
", . 

of the principol omount thereof plus aecrllcoQ in tore,st. Applicant 

reports tho.t it ho.s taken' steps to negotiate 3 pri v:ate sale in the 

belief that it Will obtain tho best price :f'o~ its bonds and, .that it 

"i-1ill save subst~tial expenses by the, elimino.tion of the registr.:l

tion sto.tem.ent, 'Which would be required by public 'bidding. A 

witness called on behalf of' applicant go.ve t¢stim~ny, ,shOWing ch~gez 

in prevD.iling interest levels zme. the experience of other utilities 
• I.... '. , '. , ' , ' 

in Cispos1ng of bondz during this yeo.I'. The vr.i.. tness sto.tee that in 

his opinion the com:;J.3llyl s earnings did not perm1 t th¢ s.'lle of sh.:l:-es 

01" stoCk at this time. 

The record clearly shows that arJplic~ t is i"~ceQ 'Wi th 

continuing expenditures to meet incrcc.sing dczn.:mds for service, 

that it ~ll be re~uired to issue zecurities from time to time to 

meet those dcmc.nds" ond that upon the bo.sis of th~ sho'Wing mad¢ in 

, this proceeCing the Commission is wa:rr:lI'l.tec. in authorizing the: 

issue of bone.s, as requested by o,pplic::ltlt, .?lld in eX<zmpting such 

issue from its competitive bidding requirements. 

. : ; 

A public hearing having been held on the nbovc entitled 

mnttcr, ~d the Co~~ssion h~ving considered the eVieence and being 
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of the opinion that the e~pli~~tion should bo erantcd~ ~s herein 

provided, that the money, property or lebor to be procurec! or paie 

for by the issue end sale of the bonds herein o.uthorized is reason

ably required by app11c~t for the purposes specified herein, and 

that such :t:lurposes~ except as otherwise authorizcd~ arc not~ in Vllolo 

"or in part, reasonably chargeable to operating expenses or to 

income; therefore, 

IT IS HEREB~ ORDERED as follows: 

1". Califomio. W.:Ltcr Service Coml'cny~ on Mel after the 

effective date hereof and on or before December 31, 1953, ~y 

execute ~ Supplemental Mortgage of Chattels ~d Trust Indenture 

(Tc..""l.th SU:;i!~lementru. Indenture), in, or subztmltially in, the S~ 

form ac tho.t filed in this p'roceeding as Exhi b1 t 2. 

2. The issue by Co.lifor.ni~ Water Service Company of 

$2,000,000 in ~rincipal ~ount of First Mortgage, 4-1/8% Bonds, 

Series E, as rcq~czted in this epplicotion, hereby is excmptee from 

the requirements, of the Com.."n.ission T s competitive bidding rule' 3S 

sot forth in Decision No. ;38614, dated J'~u:lry 15, 1946 .. 

3. C~lifor.nie Wator Service Company, on and :liter the 

effective date hereof end on or before: Decerr.bcr ;311 195:3, mo.y issue 

~<l sell soid $2, 000,000 in principal omount of" bonds ~t 100% of the 

prL~cip~ amount, plus accrued interest from M~y 1, 1953, for th~ 

purposes set forth in th.is application. The accrued interest may 

be used for general corporate purposes. 

4. Ca1ifor.nia 'Water Service Comp.my shall file with the 

Comrr..ission monthly repo'rts .as required by Gener~ Ordc::- No. 24-A, 
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"Whic.b. oreer, ' iilsot'o.r ~z o.ppli cebi~e;;: i's' mode 0. part' of this oreer~ 

5.. The authority herein' granted 'Will b'2come' effective" 
WI' 

", 

when Cc1ifo'mia Wat'er Service Compo.ny has p aid the fee prescribed by' 

Section 1904crb) of the, Public Utili t1cs Coce, which tee is $l, 50o~od> 
"ZttJ ' 

Do.ted at'"' Sen Frllncisco, C31ifom'i'o., tbi's 30 ......... day' ot"' 
1953.' 

COmmissioners 

, ~ Jllsttt= r ~ Cro.omcr b ,0 CO!!ll!l.l.sn .. cr;or ...•••••••••••••••••••••••••••• _ •••• , GJ.ng 
Dceos~nrily ~b~ont. did not ~~rtlcip~to 
in tho d!::;r;osi tiOll or tllls ];.t'ocet>d~ne;. :: 


