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Decision No.

BEFORE THE PUELIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of
DEL ESTE WATER COMPANY,

a corporation,

for an order authorizing it to Application No. 44232
execute and deliver a Fourth Filed March 1, 1962
Supplemental Indenture to its ‘ D o
Moxrtgage of Chattels and Real

Property and to issue Four

Additional Promissory Notes,

or. Cexrtain Conditlions

CPINION

Del Este Water Company has filed this application
£or authorization to execute a supplemental loan agreement and
supplemental indenturc and to issue promissory notes in the

aggregate amount of not to exceed $275,000.

The application shows that Del Este watér Company,
under and by virtue of a loan agreement dated March 1, 1951{
as supplemented in 1954 and 1959, has bo:rowed'certain sums
from Pacific Mutual Life Insurance Company} that it now oweé
the insurance company'the sum.of‘$55&,ooo; whic? is represented
by four promissory notes secured by an qutstandihg mortgage aﬁd:
three supplemental indentures; and that it now desiresfpo;_
inerease 1ts borrowings by additional sums of not less than

$165,000 nor more than $275,000, in four installments on or
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December 31, 1963, such additional borrowings to be made pur-
svant to a further supplemental agreement with the insurance

¢company and a fourth suppiemental 1ndenture.

The addrtional borrowings will e represented by notes
payable on September 1, 1986, except as othexwise provided, with
interest on unpald balances at the rate of 5-1/2% per annmum. It

is provided that the utility shall pay fixed annual 1nstailmehte

equal to two per cent of original principal amount and sheli'haVe
the option to prepay all or any part of the unpaid prineipel.at a
premium of 5-1/2%, Lf prepayment is made on or before September 1,
1962, and at a premium of 5-1/2% less 22/100ths of one per~cent
for ea¢h year or fraction after September 1, 1962, together with

acerued interest in each 1nstance.

The company propoées to use $1103000 of the new bhorrow-
ings, 1f certain negotiations now under way are completed, to
finance the purchase price of water systems operated by Mbore‘
Water Company and Osterberg Water Company, both located in.
Modesto, and to use $165,000 to finance the cost of acquiring
property and of constructing, completing, extending or improv-
ing water works facilities. ‘The eompany reports that';t speﬁt
$126,9&7 in 1961 for additions to its water system and 1t .-
estimates 1ts construction.expenditureS-will emeunt‘to >
$169,950 1n 1962 and 1963, as shown in some detail in
Exhibit 3.
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In presenting this matter to the Commission appli-
cant has filed its financial statements which show, among
other things, that during 1961 appllcant's operaﬁing revenues
amounted to $483,365 and 1ts net revenues, before taxes, to
$114,218, with interest and other fixed charges of $25,264,
and net income after taxes to $56,930. The statements show
that applicant has financed 1ts net investments with long-
term debt of $554,000, preferred stock of $125,000, and
common stock and surplus of $606,717. Appiicantfs‘current
position was represented by current assets of $104,701 and

current liabilities of $101,935.

Upon reviewing this matter we find and conclude
that applicant®s earnings and assets should Be ample to serve
ice and support additional notes iIn the amounts covered by
this application, that applicant will have need for additional
borrowlngs for the purposes stated in the application, dut that
fin2l authorization for the issue of the $110,000 of notes to
acquire other systems should be withheld pending receipt of

complete information.

The authorization herein given is for the issue of

notes and the execusaion of instruments and 1s not to be

construed as indicative of amownts to be included in a future

rate base for the purpose of determining Jjust and reasonable

rates.




The Commission having considered this application
and being of the opinion that a public hearing 1s not necessary;
that the application should be granted only to the extent set
forth herein; that the money, property or labor to be procured
or pald for by the issue of the notes herein,authorized is
reasonably requirdd for the purposes specified herein; and
that the expenditures herein authorized for such purposes are
not, in whole or in part, reasonadbly chargeable‘to-operating

expenses or to Iincome; therefore,

IT IS ORDERED that =~

1. Del Este Water Company may execute a Supplemental
Loan Agreement with Pacific Mutual Life Insurance Company in,

or substantially in, the form annexed to the application as

Exhibit 2 and may execute and deliver a Fourth Supplehental

Indenture in, or substantially in,'the form annexed as

Exhibit A to said Supplemental Loan Agreement.

2. Del Este Water Company, on or after the effective
date hereof and on or before December 31, 1963, may issue its
promissory notes In the aggregate amount of not to‘exceed
$275,000 pursuant to the terms of said Supplemental Loah
Agreement, provided, however, that $110,000 of said nqteS-ma&
be 1ssued only when the Commission has lssued a subsequent
order, or orders, in this proceeding specifying the exact
amounts of such notes and the purpose, or purpose#; for

which they may be issued.
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3. Del Este Water Company shall use the proceé&s
from $165,000 of the notes herein authorized to finance the
cost of additions and 1mprovements'to 1té water system as
set forth in this application, other than the acquisitions
of the water systems of Moore Water Company and Osterberg |

Water Company.

4, Del Este Water Company shéll file with the
Commission a report, Or reports, as requlred by Geheral
Oxrder No. 24-A, which order, insofar as applicable, 1s
made a part of thls order. |

. 5. The authority herein granted shall dbecome
effective when Del Este Water Company has paid the fee
preseribed by Section 190&(b) or.fhe Pubiic Utilities
Code, which fee 1s $275. |

San Francisco
Dated at » California,

this 100 day of MARCH , 1962.

Commissioners

PUBLIC UTILTITES COMMISSION |
STATE O CALIFORNIA

— ; C. Lyn Fox - ‘
ZI52L Cozmizcioner » being
MAR 20 1962 necesserily absent, did mot partlicipate

~ ' hES

in the disposition of this procoeding.

p
By,
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