
A.39S26 MON 
e 

569..21 Oecision No. _____ _ 

B~ORE THE P'CJ13LI.C TJ'XILITI.ES COtvlMISSI.oN OF TaB STATE OF: C.ALIF:ORNIA 

Apl;lication of BANNING WATER CONPANX, 
a California corporntion, for per.o1t 
authori=1ne it to issue ~d sell 
Series '~aTT. ::irst Mortg:.ge o.nd 
Coll~t~ral Bondo and to mortg~ge 
its properties. 

o PIN ION 
-.....,-....,..---~ 

APplics. tion No.. 39826 

Benning Hater C.ompe.ny, applicant herein, is a. California 

corporation eng~s~d as a public utility in the distri~ut1on of 

"rOoter to dor:.estic and irrigation consumers in and ner..r Banning, 

Col1fornia., In th1~ application it seeks authorization to 

execute a trust indenture ~d to i~sue and sell 0420,000 of 

bonds for the purpose of refinancing outstrindine indebtedn~ss 

and of providing the costs of additions and improvements., 

By Decision No, •. 54560, dated F~bruD.ry 19, 1957, the 

Com.""ilission approved ccr'cain rate schedu10s for applicnnt which 

~er~ designed to produce il return of 5% on ~ r~te bcse of. 

$1,106,495 for the esti.'1m.tcd yco.r of 1957. The COmmission included 

in tho rute b~se certain ~ounts for wat~r system improvements to be 

made in the future and 1 t direct';d the company to report, in -wr1 ting, 

its pl~~s and ste~s for ~ak1ng th~se improvements, the costs ~d 

na ture thereof, and the size, capacity ::.nd loco,tion of the principal 

f'acili ti~s •. 
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Applicant reports capi t~l expenditure's of $57,934.79 

in 1957 and it estimates its expenditures at $108,164 for 1958, 

the 10. tter amount includ.ing the following: 

Structures 
Chlorinator 
Distribution matns 
120 services 
120 meters 
2 p1ckup trucks 
1 automatic calculator 
Miscellaneous tools and ec.:uipmt •. 

Totsl 

$ 600 
5,000 

89,064 
4,800 
31 600 
4,000 

800 
3QQ 

\108,164 

The application indicates that the company has borrowed 

$68,000 from Secur1tY~~irst National Bank in proceeding with its 

impro7cment program and that it finds it necessary to borrow an 

~clditional ~~100,000 to meet, in pa,rt, its 1958 costs., It has 

=trr~.nged to obtain the latter amount from The Northwestern Mutual 

L1r~ Ir.surance Company, the borrowing to be represented by bonds 

secured by 0. first mortgage on upp1icant t.s properties. 

Presently, applicantT,s propertie~ are encumbered by a 

trust indenture 1ssued by City i'later Company of B:mning, one of 

o.p!'licont I,S predeces~ors, which secures the payment of !f.i252,OOO 

of bonds. In order thct,the new bonds might be secured by a first 

lien, it is necessary for applic~t to refinance this existing 

1ndebt~~~ess, wluch is represented by a closed mortg~ge, ~nd to 

proceed with the execution of a ne~Y trust indenture and the cr0ation 

o~ a new bonded debt. At th~s time, it proposes to sell $420,000 

of new bonds to take up the ox~st1ng bonds of $252~OOO~ to ~~y the 

outstomding bank loan 01" 068,O~0 and to provide ~;lOO,OOO in cash 

which should enable it to finance substar.~t1ally ~11 its 1958 plant 

additions. 
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The new bonds Will bear interest at the rate of 5-1/2% 

per o.nnum, 'Will mature M~.rch 1, 1978 3..."'ld will be callable at 105.50 

if redeemed on or before March 1, 1962, and thereafter at reducing 

premiums, e~:cept that said bonds may not be r~funded prior to 

March 1, 1968, either directly or indirectly, With proceeds of 

borrowings by the cQmpany at .~ effective interest cost of less 

than 5:1/2% per ~um. HO~0v0r, the mortgage provides t~t on 

or before Februa~' 25, 1959, ~~d on e~ch Febru~ry 25 thereafter, 

so long as ~y of said $420,000 of bonds ~re outstanding, the 

compo.ny ,,"111 pay to the trustee, as snd for ~ sink1ne: fund, an 

amount to retire $17,000 princip~l amount of said bonds. The 

bonds ~re redeemable at face value and accrue ·interest for sinking 

lUnd :purp 0 S e s • The trust indenture further provides tor the issue 

of additional first mortgage bonds up to ~ tot~l ~uthor1zed indebted­

ness of (;1,000,000 to provide 60% of the cost of net bondable 

additions ~rter December 31, 1957, in excess of the $100,000 of 

additions to be financed by the initial s~le of bonds covered by 

this applica~ion. 

EXhibit B 1nd1c~tes that ~pplicc~t commenced its operations 

on Mc.y 28, 1957, and too t during th(~ remainder of thE. t yec.r i tz 

operating revenues ~o'.J1lted to ~)132,259 and its net profit to 

:::;27,282, after making provision for depreci~tion in the .£lllount of' 

~13,599 Dnd for t~~cs on income. Its b~lanc~ sheet at the close 

of 1957 shows current ossets i~ the amount of $33,114 and current 

liabi11ti~s in the amou.~t of $109,113 , including the bmllt loans 

no,,, to be discharged. Its bo.lance sheet further shows t~t applicant 

has outstm'lding long-term. debt only in the amount of the $252,000 
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to 'h"hich reference has been ~de ond capital stock and su,rplus in 

the rouount of ~~96S17S4. At the conclusion of the proposed finan­

cing l o.pplica.""lt'.s capita.l structure .. based on the ye;;.r-cnd balance 

sheet l ''W'1l1 consist of bonds in the ~ount of approximat~ly 30% of 

the tot~l and equity capital or np~roximately 70%. 

Upon a review of the app11cation1 it appears to us that 

applicant will have need for additional borro~.ngs to liQuidate 

its outst~ding indebtedness and to proceed vlth its construction 

activities, so ~s to improve its facilities ~d servic01 and t~t 

its earnings and CS~0tS should be ample to support the proposed 
. 

borro~g. However l the proposed financing arrangements appear 

to limit the authorized bonded debt to :;plI0001000 at e:ny one tine 

outstanding so that only $580,000 of bonds will be available under 

the trust indenture for f'uture requirements •. While ther~ is 

not:hing now before us shom.ng that: applicant will have need for 

bOrrOyTings in excess of th::tt amount l in the imm .. edi~te f'uture at 

least, still we are mindful of the fa.ct that elsewhere in southern 

California other utilities have been experiencing a rapid and sub­

st:.ntial growth and hilVC been faced i.rith the necessity of rc,ising 

le.ree sums of money to meet capital requirements. In our opinion, 

the form of the truzt indenture should be modified sO.as to provide 

either for ~ open-end fc~ture or for additional borrOwings 1n a 

more substantial amount so ~s to ilvoid future refinancing operations., 

He will enter our order authorizing the issue of the bonds 

subj ect to the modification of the form of the "tru~t indel'lturc
l 

as 

here indic&ted. The t.utl'l.orizc.tion gr':1nted is not to be construed 
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as ~~d1cative of amount~ to be included in a future r~tc base for 

the purpose of' determining ju!-:t and. ro~sonnble rates. 

The C,o:mnission ha,'I'l1ng considered tho .lbovc-,cnt1tled. 

matter and being of the opinion tht'.t Co public hearing is not 

necessa~J, that the ~pplication should be gr~~tcd, ns her~1n 

provided, th~t the money, property or labor to be procured or 

p~id ~or by the issue of ti1C bonds herej~ authorized is re~sonably 

rcC!uircd for the pur::;>oses specified herein, and th:;:l.t such pur:poses, 

except 25 otherwise authorized, are not, in whole or in part, 

reo.sonabljr chargeable to operating eX'Penses or to income,; 

thc!'efore, 

IT l.S HEREBY, ORDEnE!), as follows: 

1. Ba:nnine: vrater Company may issue and soll not to 

exceed $420,000 in principal ~ount of ~irst Mortg~ge and 

Collateral Bonds, 5-,1/2%, Series A, clue 1978, at their principal 

amount 1 plus accrued interest, for the pur~oses SGt forth in this 

applico.tion. The accrued interest from the sale of th~ bonds 

muy be used ror s~id purposes or for gener~l corporate purposes. 

2., The authority herein er~~t~d ~~ll become .eff~ctive 

when applic~nt has filed a revised co~y of its proposed deed of 

trust modified as indic:.ted in the preceding opinion, and th~ 

Commission hos ~uthorized the execution of th~ s~nc) and when 

ap!')11cr.nt has paid the l"(3<?1 prescribed by Section 1904(b), of the 

Publ;Lc Utilities Code" which fee is $,168 •. 
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3-. Banning ~Tater Company sho.ll file ,,71th the C.om.mi:.>s1on 

So report, or reports, as req,uired by General Order No. 24-A, 

whicl'l order, insofar as applico.'ble, is made a po.rt of this 

order. 

Dated at __ ...;..SD.n __ Fra.n_...;.c...;.i8eo~ ___ , California, this' /4-
day of --...f.....,;j;pw.M:;...:;:i;L;.:.:.;.· ~ ~.I __ 

C.ommiss1oners 

.. 
H¥· ·;;;;~.t .,._ ......... ., ........ ' 
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