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Decision No. 68548

BEFORE THE PUBLIC UTILITIES CQMMISSION OF THE STATE OF CALIFORNIA .« -

In the Matter of the Appl:.cat.x.on
of

THE CAMPBELL WATER COMPANY

for an Order authorizing it

(2) to execute a supplemental
loan agreement with Pacific
Mutual Life Insurance Company.
providing for an additional .
loan of $200,000; Cb) to issue
its promissory notes in the
principal amount of $200,000
pursuant to said agreements
and (c) to execute a Fourth
Supplemental Indentuxe =~ =
supplementing its Mortgage of-
Chattels and Real Property.
dated as of May 1, 1951.

Appl:.cat:.on No. 47 235
Filed. Janua‘ry 6, 1965
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OPINION’

In this application, The Campﬁell Watef- COmpany
requests an order of the Commission éuthoi'izing it to e‘#écx_xt;e
a supplemental indenture and a supplemental | lc;a;ri ' agré'eiﬁént a.nd
to issue promissory notes in the aégxegat’.é‘princ;i..pé.l_g‘a‘méi;‘ntf ;6_f f

not to exceed $200,000.

Applicant is a California cérpora'.ti‘dr; »'engagéd'-' in-
business as a public ut:.l:.ty alstr:.but:.ng watex inc and about
the City of Campbell, Santa c:!.ara COunty. For the eleven
menths ended November 30 1964 the ut:.l:.ty reports gross ‘

revenues of $275, 105 and its net :x.ncome for the per;od
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amounted to $31,807 after deducting a provision~of‘$4ot306 fbrra‘

depreciation expense. The balance sheet attached to the applx-g(

cation discloses that as of November 30, 1964, the company s
net utility plant, after deductaon of the deprec;atxon reservc,‘
amounted to $1,302,382 and that its net current. assets were -
$45,04l. The corporation’'s capxtallzataon ratlos on the
balance sheet date, excludlng $10 244 for contzmbut;ons in

aid of comstruction, as reported by appl;cant and as aajusted
to show the effact of the f;nancanglpr0posed he:e;n, a;guas_'

follows:

1964

Long~term debt - ‘ 2&%'
Advances for constructaon

Preferred stock . " 4‘ ‘
Common - stock equity - 33

Total . 100 _1o‘c'>‘$£f;:;_

Trte application shows ‘that the company-has fmnanceé ,
its plant investment, in part, with funds,borrowed frcm Pacxfxc |
Mutual Life Insurance Company and that pursuant to author;ty
previously granted by this Commlssaon, applxcant has lssued |
long-texm notes in evidence of such borrowangs and has executed
2 Mortgage of Chattels and. Real Property-dated as of May 1

1951 and three subseqpent indentures supplemental thereto.'

The company asserts that the increased-aemaadﬁfdr‘
water service in its terrztory has requlred an unusual amount _"
of expenditures for proPerty addxtxons,and betterments for

several years and that more'funds are now needed.fo:,fartherip
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additions and betterments essential for the proper servicinglf;f
of its consumers. Applmcant alleges: that’ zts progected con=
struction costs prmor to December 31, 1966 wnll amount to
$200,000, excludlng ;nstallatxons to be financed by advances -
for comstruction and contrxbutlons in aid of constructlon.

it anticipates that faczlxt;es havzng an est;mated cost of

$150,200 will be completed before the end: of 1965.

o

To fznance such capital costs the- conpany proposes
to borrow $200 000 from Paclflc Mutual Llfe Insurance’ Company
and to draw -down $100,000 1n1t1ally on or before Aprzl l,'
1965 and the $100, ooo balance on or before December 31, 1966
under the terims ©of a supplemental loan agreement.- The con-"
tenmplated borrowmng'wzll be evxdenced by promlssory notes
aggregating $200,000, maturlng on May l, 1985 and requzrlng
repayment of prmnclpal 1n annual 1nstallments equ;valent to
two percent of the orxg:nal prxncxpal,amount of—eachwnote |
issued. Interest at the rate of's-l/wx per'annun'wiii:beF
payable semi-annually and the notes w:Lll be- secured by the
existing Mortgage of Chattels and Real Property as heretofore
supplemented and as further supplemented by 2 proposed Fourth
Supplemental Indenture. Optional prepayment prxvzleges Wlll

be subject to the five-year restrzct;on frequently utxlxzed.

Information available to the Comm;sseon 1nd;cates
that applicant’'s operations have generated suffmclent funds

to meet the recquirements of its outstand;ngvflnanclall_‘ N
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obligations and that it should be*able_toaserviceopﬂe&edditiopelfﬁop

debt proposed herein.

The Commission has.considered'thieumatterAend'findef' -
that? (1) the propoeed note'issuee are for a proper putposefjpﬁ
(2) applicant will be required to pay a lower mnterest rate
than it would in the absence of 2 restrlcted prepayment pro-
vision; (3) the money, propexty or labor to be procu:edfor
paid for by the issue of the notes\hexein autho:izedeisil
reasonably required for the purpose epecified herei#roaod"‘

(4) such purpose is not, in whole or in part, reasondbly |
chargeable to opexating expenees,or to income. A,pdblzc X

hearing is not necessary.

On the basis of the forego;ng fxndxngs we' conclude‘7
that the application should be granted. The author;zatlon |
herein given is for the issue of notee‘and-the executlon of
a Fourth Supplemental Indenture and a supplementai ioaﬁf ”
agreement, and is not to be construed as 1ndlcat1ve of amounts
to be included in proceedlngs for the determ;nat;on of just

and reaSOnablc rates.

IT IS ORDERED that:

1. The Campbell Water Companv may execute a Fourthfpi‘
Supplemental Indenture and a supplemental loan agrcement Ln
the same form, or in substantially the same form, as the

docunents attached to the application.




2. The Campbell Water Company may issue. :.ts prmssory S
notes in the aggregate pr:.nc:npal amount of not to- exceed $200, OOO.V |
undexr the terms set forth in such supplemental loan agreement-.and
Fourth Supplemental Indontuxe, :Eor the purpose of f:.nanc:.ng the

cost of property additions and betterments.

3. The Campbell Water Company shall file&with'Ehe
- Commission a report, or reports, as requa.red by General Order
No. 24-B, which order, n.nsofar as appl:.cable, is hereby made o

a part of th:.s oxder.

4. This order shall become eff.ect.we when 'I’he S
Campbell Water Company ha.s paxd the fee prescr:.bed by
Section 1504 (b) of the Public Utn.lln.-ta.es--\Code,- w_h:.ch ,fee :
is $200. | R T

Dated at San Francisco

this _‘ZZ?’,(/ day of ‘%@4«24—-&4&&&4/-

, California,

- Com;‘.ssioners ”
Commissioner Petéz?'z‘.

necessarily ab.:enf. as
in t.he dispo

Mitchell 'boing

d not pe.nicipate .
siuon ot this proceeding. I

| ﬂ-rPUBUCIHHJHE&OOIIB&D&EL'%,j1 ‘




