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52008 Decision No. ____ _ 

BEFORE THE PUBLIC UTILITIES CO~~ISSION OF THE' STATE OF CALIFO&~IA 

In the Matter of the A~plic~tion of ) . . 
CALIFORN.IA ~iATE.R SERVICE COMPANY .. ) 

a corporation, : 
) 

for an order authorizing it to 
issue, an additional amount of its 
First Mortgage Bonds., 

« 

------~~-~---~-~-~~ 

Application 
No .. 37257 

McCutchen, Thomas .. Matthe~, Griffiths &. 
Greene, by Robert ~. Bro~, for applic~t. 

This is an application for an order of the Commiszion 

authorizing California 1,Tater Service Company to exec'Ut~ a supple­

mental mortgage of chattels and trust indenture (Tw~lfth Supple-I 

mental Indenture) and to issue and sell $4,500,000 in ~rincipal 

amount of its First Mortgage 3-3/4% Bonds, Series G, 'by means of a 

private placement, at their principal amount plus accrued interest. 

The application 'W'~s filed on August 29, 1955. A public 

hearing thereafter was held in San Francisco before Examiner Coleman 

on September 16, 1955 .. at 'tmich time the matter was taken under 
r. 

submission. The Commission h~s received no protests in the' 

proceeding. 

Applicant is eng~ged in the business of supplying and dis-

tributing water for domestic and industrial purposes in various 

p1:lces throughout the st:lte. As of April 1, 1928" it executed c:. 

trust indenture and therccftcr, from time to time, issued and sold 

first mortg~ge bonds under the ter.ros of said indenture ~nd cleven 

subsequent indentures su~pl¢mental thereto. At this time· it reports 
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outst3.nding first mortgegc bonds of severc.1 series, as 1·0110'W'$: 

Series C~ 3-1/4% due 1975 
Series D, 3-5/8% due 1975 
Series E, 4-1/S% due 1975 
Se:-ies F, J .• 35%' due 1979 

Tot~l 

$17~822,,000 
3,,496,000 
1,992',000 
1,500,000 

.@3&.SlO,OOO 

It appears that a~plic~nt now has taken steps to execute 

Cl. twelfth supplemental indenture creating a ncw scries of bonds~ to 

be known a~ First Mortgage 3-3/4% Bonds, Series G. I The bonds will 

be dated Y.ay l~ 1955~ .,,111 matur~ November 1~ 1980, o.nd will be 

redeemable at ~ premium of 4% at the outset and ~t declining premiums 

thereafter. Subject to r~ceiving authorization from the Comoission, 

applic~nt proposes to sell $4,500,000 of s~id Series C bonds, ~t 

their principal amount rlus accrued intcr~st, bY,means of a p~ivate 

pl~ccment With fiv~ institutional invcstors.lI It therefore seeks 

exemption rrc~ the Co~~1ssion's competitive bidding rule with respect 

to the s~lo of securities. 

In support of its request, applicant asserts th~t it will . 
receive a better price for theso bonds if sold by rn~ans, of a priv~te 

placement than it offered ~t compctitive bidding ~nd th~t it Will 

~vc1d s'Ubsta.."lti~l expenses which necessarily are incident to Q. public 

offering. 'rhe testimony ShO,\-TS th~t prcv::.ilir!g inter.:s,t rat(:s have 

been changing, with ~ general rising trend, that .:m offering of bonds 
I 

c~ be timed better under a priv~tc pl~cemcnt arr~ngcmcnt with 

rcsp~ct to the prevc.iling prices" because ot the length of time 

incurred in registering o..BubliC off'0ring, end th~t the risk of 

further, incrccses in the cost ~f money c~ thereby bo minimized. 

Y' Tentr'.t:iv~ ~.rrr.:.nge:r.cnts h,,"vc been m:.d.e for the salo of the bones 
to the following: 
NeW' York Life Insuro.nce Ccmn~ny 
Occidcnt::.l Life Insurance Co~.1"any of C(l11forn1.~ 
Joh..."l H".ncock Life Insure.nce Conro\:l.ny 
EO,Ui table Lifc Insurance COr:lpMY 
Lincoln Life Insur~"lce Compnny 

Total 
-2 

$1,500,000 
1,000,000 
1,000,000 

500.,000 
. '" 50·J • 000. 
5I>4.500 20CO 
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Applicant f S w:i.tness sto.tcd there were no figures ".vaile-blo '\.1:1. th 

respect to sales of bonds by other water 'Utilities but that compo.red 

with recent sales of bonds by other elcsses of utilities the ~ro­

posed price it is receiving is a favorable on¢.~ The Witness 

re~orted that it ha~ been his experience that bonds of his eompcny 

and other w~ter comp~ies sold ct higher intere$t rates th~ the bonds 

of elect~ic light ~nd power companies ond other utilities. 

Should. the sale of the bonds 'be consummated, app11co.nt 

proposes to use the proceeds to repay bank loc.ns representing 

temporary financing of capital expenditures and, to the extent such 

proceeds ~re not re~u1red for the repo.yment of bnnk loan~ to 

reimburse its treasury for a portion of the: moneys actuo.lly expended 

prio~ to August 1, 1955, for the ac~uisition, construction~ complc­

tion, extension or improvc~ent of its facilities which ~crc not 

sccured by or obt~L~ed !rom the i$SUC of secur.ities. In this 

connection, it reports c;).pit~l expenditures m~de prior to Augt:.st 1, 

1955, or $6,285,226 ~hich h~d not been rin~ced by the issue of 

pe~~~ent securities but which h~d been p~1d or prov~ded by short­

t~rm bMk loans of $2,,950,,000 and by utilization of :f\mdz generated 

internally .. 

In commenting on its need for funds, applic2nt reports 

th~t during the first seven month$ of 1955 its ccpital exp0nditurcs, 

exclusive of the ~ounts ?rovided by subdividcrs f adv~nees~ amounted 

to $2,941, 588 and th~t) in addition, it ~~dc e~sh refunds of 

2/ The testimony shows that during August of this yc~r The Pacific 
Telephone ~nd T~lcgraph Co~p~~y sold $67,000,000 of dcb~nturcs 
on o. 3.5:3% basis, tb.~t during the s,",.mo mont.i. C=.lifornia Electric 
Power Conlp~ny sold $6,000,000 CJf bends on ~ 3.61% 'basis, .:::.nd 
th~t during Septer-ber Utah Power ~nd Light Company sold $15,000,000 
of bono.s on Co 3.53% 'Oo.$i5 .. 
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$587,246, the two S'U.":lS ~ggreg~,ting $3,528,$34. It estimates th~t 

for the last five month~ of this year it Will be called u~on to 

expend ~pl,647 ,245 tor capit;'ll -purposes, ,making its tot.~l rcquir~­

ments for the ye~r the sum of $5,176~O?9." The testimony further 

shows th~t during the first seven months applic~nt added 6,051 

customers to its lines ~d that it e~tim~tes it Will add an addi­

tion~l 4,500 during the latter p~rt of the ye~r. 
J; , 

It ho.s been applic~tfs p.l:;cticc to firulnce itself 

gener~lly through the issue or lcng~ter.m debt ~d sh~res of preferred 

and common stock. Its capit~l ro.t.1,os: O.S of July 31, 1955, and e.s 

~djusted to give effect to the presently proposed bond fino.ncing are 

as follows: 

Bonds 
Long-term notes 
Preferred stock 
Common stock eq~ty 

Tot~.ls 

, I 

.ruly 31. 1.955 

;0.2% 
.. 1 

14 .. 3 
35.4 

199.:~ 

PTC FoT.T.ln. 

54.4% 
.1 

13.1 
32.4 

JRO.O~ 

The record shows th~t while ~pplic~t would prefer to m~in­

t~in its present capital rr!tios it is of the opinion that its c.'lrningz 

do not permit tho s~le of sh~rcs of stock ~t this time and th~~t for 

this reason i t h~s undert1J.ken the sc.le of the .?ddi tional 'bonds. 

According to the testimony, applic~nt earned its intcrest requirements 

4.54 times during 1954~ 4.35 t~cs during the y~~r ended July 31, 1955, 

~d it estim~tcs it vlll c4r.n them 3.96 ti~es based on the pro forma 

ye~r 1955. It ~ppecrs th~~ presently its c~:rnings on common stock 

.:mount to .lpproxima tcly $? 50 .l shnre, as comp~'.rcd ~T1 th i ts prcv~il­

ine dividend r~tc of $2.20. 

Upon reviewing this m~tter it clc':Lrly .:A.ppec.rs thnt 

~p,licznt is f~ced With continUing expenditures to ~cet incrc~$ing 

demands for service, th~t it will be required to issue securities 
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from time to time to meet these dem~ds~ ~d th~t upon the b~sis or 

the sho·..nng made in this proceeO,ing the Commission is wo.rr~nt~d in 

~uthorizing the issue of bonds, ~s rcqucstcd~ ond in exempting such 

issue from its competitive bidding re~uircments. In our opinion th~ 

~oncy, prop~rty or l~bor to be procured or p~id for by the issu~ ~~d 
,~ 

sale of the bonds herein o.uthorized is rcc.sonc.'bly rc~.u1rcd by npp11-

c~t for the purposes specified herein, which purposes, Cy.c~pt ~s 

otherwise z,uthorized, ~rc not, in whole or in pc-rt, re~son,'!bly, 

charge~blc to opcr~t1ng expenses or to income. 

o R D E it ---.- ....... -

A public hc~rine h.:1.ving been held on the :J.bovc cnti tlcd' 

matter, :.nd the Co::nniszion ho.ving considered. the eVidence ~d b~ing 

of the opinion that the ~pplico.tion should be gr~ted, as herein 

provided, therefore, 

IX IS HEREBY ORDERED ns followz: 

1. C~lirorni~ Wo.tcr Service Compc.ny mo.y execute ~ 

zupplcrnentcl morts~gc of chcttcls ~d trust indenture (Twelfth 

Supplemental Indenture), 1n, or substantially in, the same fo~ ~s 

~~~t filed in this proceeding ~s Exhibit D. 

2. The issue by C~liforni~ W~tcr Service Com?~ny of 

$4,500,000 in prin~i:pc.l o.mount of First ~10rtgo.ec 3-3/4% Bonds, Series 

G, hereby is ~XenlRted frot) th.;;! rCCl,uircmcnts of' the Corr.mission r s 

comp~titivc bidding rule ~s set forth in Decision No. ;8614, d~ted 

January 15,. 1946, ~s Z-."'ncnded. -:: 

.. 
;. C~lifor.ni~ Wo.tcr Service Cornp~y nay issue nnd soll 

s~id $4,500,000 in principal amount of bonds on or b~forc Dcc~mbcr 31, 

1955, o.t not less th~ 100% of the principo.l amount plus ~ccrued 
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int~rost, tor the purpos~s sot forth in this cpplic~tion. The 

~ccru~d interest ~~y be us~e for such purposes or for zcn~r~l cor-

porct~ p~poscs. 

. . 
4. Caliror.ni~ W~ter Scrvic~ Co~pcny sh~ll f11~ with th~ 

COmlission monthly r~'Ports e.s rcq,uirod by Gc:n~r:J.l Ord..::X" No. 24-A, 

'Which order" insof:-.r :t$ cP!J1ic'!blc" is l"lc,dc :J. "p:.rt of this order. 

5. The ~uthority h0rcin gr~tcd will become orr~ctiv~ 
. . 

whcn ~pplicc~t hcs p~id tho fcc prescribed by Section 1904(b) of 

the Public Ut111t1~s Coa0~ whic~ fee is ~2,750. 

::t., 
De-ted at _..;;;Sa.n;;;;;;;...-F:ra.n;..;;..;;ocl,ee(),;;;;;.;;.-.... _, C~11rornia, this aL- d~y of 

___ (2 __ ~ __ ~ __ ~~ . .. J~~J ____ , 1955. ' 


