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Decision No. 9.9875 

BEFORE THE PUBLIC U~ILIT.!ES COMMISSION OF ~HE STATE OF CALIFOFNIA 

In the Matter of the Applica.tion of ) 

CALIFO?NIA-PAPIFIC UTILITIES COMPANY 

for an order authorizing it (a) to 
issue and sell $2,000,000 principal 
~ount of its First Mortgage Bonds, 
Se~ies E, 4%, due January 1, 1984 and 
(b) to execute a Sixth Supplemental 
Indenture to oe dated as of March 1, 
1954, supplemental to its First 
Mortgage Indenture dated as of July 1, 
1944. 

· · ) 
· ) 
· · ) · · ) 
· · ) 
· · ) 
· ~-~~--~~----~~~~--~-~. 

Application 
No. 35242 

Orrick, Dahlquist, Herrington & SUtcliffe, 
by ~ ~ ~ahlou1st and ~ ~ Olson, for 
applicant. 

o P ! N ION ... - .... --- ...... 

Califomia-Pacific Utili ties Com1'any has filed this 

application for authorization to issue and sell $2,000,000 in 

principal ~ount of its First Mortgage Bonds, Series E, 4%, due 

January l, 1984, for the purpose 0 l' 'reimbursing i ts treasury, paying 

~~debtedness and financing construction costs. 

The application was !il~d ~th the Commission on March 12, 

1954. Thereafter, a public hearing was held before Ex~er Coleman 

in San Francisco on March 31, 1954, at which timo the matter was 

taken under submission. The Commizsion has received no protests in 

the p!'oceeding. 

Applicant iz a California corporation engaged in operating 

public utility electriC, gas) water and telephone systems in various 

parts of Califor.nia and Nevada, electric and g~s systems in Oregon, 
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and electric systems in Idaho and ~yor:ling, and. in conducting non­

utility operations in the distribution of butane-propane gas in' 

CalifoInia and Oregon. It has reported operating revenues from its 

utility operations at $5,4J3,194 during 1952 and at $6,131,327 during 

1953, with net income of $538,153 du~ing the first of these two 

years and of $595,10l during the second. It has reported its $~sets 

and liabilities as of Decenber 31, 1953, as follows: 

Assets 

Utili ty plant -
Total amou."'l t 
Reserves for depreciation 

Net utility pl~t 
Other physical property 
Current assets -

Cash 
Accounts receivable 
Materials and supplies 
Prepayments 
Other current assets 

Total current assets 
Deferred charges 

L1abi1i ties 

Long-term debt -, 
Bonds 
Debentures 
Mortgage notes 

T01:a1 long-tem debt 
CUrrcn"~ liabilities -

Notes payable to banks 
Otncr current liabilities 

Total current liab11iti~s 
Deferred credits 

Total 

Contributions in aid of construction 
Preferred stock 
Com.O::l stock equity -

Co:mnon stock 
Surplus items 

Total eommon stock equity 

'rotal 

$17, $27,096 
4.043,97) 

627,553 
572,.804 
612,948-
176,601 

36,045 

$ 5,225,000 
1,800,000 

163.000 

1,100,.000 
1,332. $72' 

2,.301,5.30 
1.277,950 

$l3,783,125 
856,517 

2,025,951 
121,684 

,i16,787,277 

$ 7,18$,000 

2,439,872 
232,627 
89,178 

2,558,l20 

4,279,4S0 

11,6, 787! 277 

Applicant reports that there arc now p~nding certain 

proceedings initiated by the Union County Public Utilities District 

to condemn a portion of its electriC uti~ity properties in Oregon. 
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The United States District Court has awarded applicant comp~sation 

in the amount of $3,580,405 tor th~se properties and it is report~d 

that the matter will be submitted to the voters of tho district at 

an e~rly date. It ~ppcars that approximately 17%'0'£ applicant's 

electric revenues and approximately 11% of its total operating 

rcv~~ues for 1953 were obtain~d from the properties involved 1n these 

proceedings. 

As will be seen !rom the preceding bal~ce sheet, applicant 

ha's financed itself in part through the issue of bonds, dc"Oentures 

and other long-term debt and through the issue of shares of preferred 

.:md common stock. It has also engaged in short-tcrm fin.mcing and 

since December 31, 1953, has in¢reascd its indebtedness represented 

by notes payable to banks from $1,100,000 to $1,500,000. 

The balance sheet indicates that applicant does not hav~. 

~rricient cash on hand to liquidate its outstanding short-tcr.m 

notes. If authorized by the COmmission to issue .md sell its bonds, 

applicant proposes to use $1,500,000 of the net proceeds to pay suCh 

indebtedness and to apply the r~aining proceeds to reimburse its 

treasury and to finance capital requirements. It ,reports, a:ro.ong 

otb.(:r things, that it is 1"acod with construction costs during 1954 

in the amount or $2,432,500, zvgregated as follows: 

Electric 
Gas 
Water 
lc1cphone 
Gencr21 and common 

Totc.l 

$1,066,670 
493,220 

68',.325 
697,480 
106,805 

§2!4~2?500 

'!he proposed expenditures include 3n allowe.nce of $275,000 

for conv0rting the Colusa telephone operations to dial. 'I'he remru.n­

dar of the proposed cxp~d1tures, according to th~ testimony? will 



be required for pl~t exp~sion to meet demands for service. In this 

connection it is noted that applicantts business has been incr~asing 

rapidly. Its mmual reports to the Commission show thet the total 

~umber of customers has incre~sed from 44,726 at the end of 1951 to 

52,600 at the end of 1952 and to 56,23$ at th& end of 1953. 

It is estimated by applicant that it should realize 

approximately $800,000 during 1954 from internal sources, Which would 

be available for construction purposes, and that it .. ..rill be requiree 

to resort to additional ext~r.nal financing later in the year to com­

plete its program. Its capital ratios as of ~~e end of 1953 and as 

adjusted to give effect to the proposed bond issue are as follows: 

Bonds 
Other long-term debt 

~otal long-ter.m debt 
Preferred stock 
Common stock equity 

Tota.ls 

Dec. 3l, 1953 

37% 
J.4 

51 
1$ 

-2J:. 

~OO% 

PIC Form? 

45% 
J1. 

57 
16 
27 -

Su'bj ect to receiving authoI'"lzation from the Commission, 

applicant proposes to sell the $2,000,000 of 'bonds covered by this 

application to John Hancock Mutual Life Insur~ce Company, at their 

face va.lue plus accrued interest, ~d accordingly it seeks exemption 

from the Co~~ssionts competitive bidding r~le. In support of its 

request for exa~ption, and also in support of the proposed ter.ms of 

the bonds, applicDllt presented testimony showing that 1 thad c:;:.uscd 

a survey to be made of the m~rkct for bonds of public uti1iti~s 

comparable ':Ji tb it. Various institutional end 0 th~r investors 'Were 

a~proached in connection with the proposed sole of th~ bonds but no 

'o!'fers 'Were ootained a.t an o.n.nual :L."ltorest cost of less than 4%. It 

appears th~t resist~ce was encountered on the part of the buyers to 

the purchase of applicmlt T s bonds by reason of the pending 
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condcmn~tion of ~ portion of applic~tfs prop~rties in Oregon. While 

~~e p~oposee r~te is higher thzn the gOing interest rate for prime 

bonds, it clearly appears from the tC$t~ony thct applicant hcs 

~decvor~d to obtain more favorable terms but that under the cir~-

st~ces surrounding its oper~tions at pros~t it has been unable to 

do so. 

Applicant presently has outstanding bonds of four series, 

of which one series was disposed of by means of a competitive under­

wri ting and three by means of private placements. On the basis of 

i ts exp~rience applicant has concluded that 1 t 'Will save approximately 

$30, 000 in registration expenses by disposing of the proposed issue 

by a private placement and it asserts that it is to its advantage to 

have the bonds held by a single institution rather than 'being , 

distri 1::u ted ....ndely so that, if necessary, it can more readily o'btain 

from the bondholders the consents to amen.dmen ts to its mortgage 

. indenture which may be necessary from t1r:le to time. It is of the 

opinion that if the condemnation proceedings in Oregon are carried 

to completion, it may be required to seek a further amendment to its 

indenture with respect to the disposition of the proceeds from the 

sale of its properties and it deSires to be in a position where it 

ca.'"). obtain authorization for such amendment without much difficulty. 

On the basis 01" the record developed in this particular 

proceeding? it appe~rs that applicant will have need for additional 

tunds from the issue and sale of its bonds and that an order is 

warranted approving the sale under the terms proposed and exempting 

such sale from competitive bidding. 
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A public hearing having been held on the above enti tlcd 

m~tter~ and the Commission having considered the evidence and being 

of the opinion that the application should 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 purposes specified herein~ and 
that such purposes, except as otherwise authorized~ are not, in whole 

or in part, reasonably chargeable to oper2.ting expenses or to income; 

therefore, 

IT IS HEREBY ORDERED as follows: 

1. Tb.e issue and sale by C31ifornia-Pacific Utilities 

Company of $2,000,000 in principal amount of its First Mortgage 

Bonds, Series E, 4%, due January 1, 19$4, hereby is exempted from 

the Commission's competitive bidding rule. 

2. California-Pacific Utilities Company, on and after the 

effective date hereof and on or before July 31, 1954, may execute a 

Sixth Supplemental Indenture in, or substantially in, the same form 

as that filed in this proceeding as EXhibit C, and may issue and sell 

said $2,000,000 of bonds at a price of 100% of the principal ~ount 

thereof, plus accrued interest, for the purposes set forth in this 

application. The accrued interest from the sale of the bonds may 'be 

used for such purposes or for general corporate purposes. 

3. Wi thin 60 days after the i ssu~ .:me. sale of the bonds 

herein autnorized, applicant shall file With the Commission a stcte­

ment showing the date of such issue and sale, the: total am01.'lnt 

received and the purposes for 'Which the proceeds "',.Tere used. 'Wi thin 
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six months after the date 0''£ issue and sale, applicant shall file a 

.s~~tcmen t shoWing in some detail the expenses incident to the issue 

and sale and the .account, or accounts, to which such expenses were . 

4· The authority herein granted will become effective whon 

Califor.nia-?acific Utilities Company has paid the f0C prescribed by 

Section 1904(b) or the Public Utilities Code, which fe~ is $1,500.00. 

ZI; 
Da ted at San Fran c1 s eo , Calif orni a, thi s 1& "-'\ day 0 f 

April, 1954. 
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Commi ss1onG-rs 

CommisSionor ... ~~~ ,PO'lJ]!... bo1%2g 
neeossar!ly nboont. did not pnrt1e1~to 
ir. tho d1s~031t1o~ or th1~ ~roeood1D8. 


