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Decision No. " 68945

BEFORE THE PUBLIC mx.xms' COMMISSION OF THE STATE OF CALIFORNIA' - '

In the Matter of the Appl;cazlon
£ ROSSMOOR WATER COMPANY, a
co:poratxon, for authority to
issue its First Mortgage Series
A 6% Bonds in the aggregate
amount of $,700,000, and to
execute a Purchase Agreement
and Trust Indeature, and for
authority to issue Stock '
Qwunmmm TImﬂE)

Application No. 46944 " -
Flled August 28 1964
o and. .
Amended Appl;eat;on*f'
F:led Aprllll 1965

- -tl, .
y '
by,
-
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By the amended appllcatlon flled in th;s pmoceedxng
Rossmoor‘Water Company reqpests authormzatmou from *he COmmmsqxou
(X) to issue $1, 700,000 prlnczpal amount: of ;ts bonds, (2) to
execute and deliver a Trust Indenture and a Purchase Agreement,_g‘;g.
and (3) to issue and sell $1, 100 000 aggregate par value of lts’

common c-'::oc'k

Appllcant is a Calmhornla cerporetxon engaged ;n |
business as a pdbllc ut&lxty dlstributzng'water to conoumersi”‘ 
in certaln unzncorporated ter*ltory 1n Orange county located
easterly of Laguna cenyon Road and along the noreherly and
southerly sides of the Santa Ana Freeway~nea: the 1ntersectlon .
with nguel Road and EL Toro Road.A Informatmon on flle wmﬁhf?fg.ﬁiﬁ
this Ccmmzsszon xnd;cates that constructlon of scrvxc facilie. .
ties began.xn,1963 and dhat ut;llty oPeratlons unoer axffﬁ&,ﬁﬁffv

schedules commenced January 1, 1964-‘,
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Accord:ng to lts 1964 annual report, the company s so:d”ﬁ -
gross operating revenues and neL lncome for tho~calendar year.’
© ware $153 976'and $32,302, resoectﬁvely, and the numbcr of
active sexvice conncctlono at tho end of tho por;od totuled
oSO; exclusmve of fire connectmons and hydrants. The balancec;
sheet shown in sald annual report dmscloscs that - as of
December 31, 1964, tota*-a sets of $l 795,441 were offbot
primaxily by a $500,000 short-tecxm bank loan, constructcon f

 advances amounting to $205,403, and common stock equ;ty

‘totallng $832,302._

Bﬁhxblt E attached +o the amended apolxcacmon lncludesfﬁcd‘n; c
projections” of appclcant s constructmon requx:cments and oper-;'5;
ating re..,ulte as est;mated for thc per;od October X, l9o4 to
Decembex 31, 1967, xncluolve. Schedule 4 of" sa;d Exnibmt B
shows Ehat during the thlrty-slx month permod beglnnlng
ua.mzarv 1. 1965, the ut:.l:.ty s anta.ca.pated cash d:.obu*sement.; .
for plant will amount to-$3 831 530. Accordlng to the amcnded
appl*catzon, the company s eSclmated lnvestment 1n g*oss planxﬁ.
as of December 31, 1967, w:ll agcregate ovcr $S OOO 000, of
whlch,;t alleges approx;mately $l 526 OOO wzll be dcrmved

from the execution of mamn extens;on contraccs.""V"

The corporatxon s capltalxzatmon ratxog based on *He- ﬂ
proposed flngnc;ng con: alned in che amended abplxcaclon are
set forth in Schedule 1 of sald Ethblt D and arc eummarmzed

as’ follow«




Pro Foma - Docember 3.».

s e %1966 S

Borromgs R ‘ 46.% - ) - 40 3/ :
Advances. for Constxuct.xon . 3.8  19.e0 .
Common. stock equity . ..20.0 L _39.9

. Total " 100.0% f1oo.oo

Appl:.cant *'oques*cs authonf;ty to issue’ bonds :.n the
principal amount of $l 700,000 to bc cesa.gnated Fn.rst Mortgage g
- Sexies A 6% Bonds, ano to mauure October 1, 1984-, under and
pur ua.nt to thc terms of a Trus\. Indonture. 'I.‘ho bonds w:.ll be
: sx.bgect o opx.a.onal redompta.on at a pr:.cc oL 106/0, plu.a accmed 7‘ i

a.nterest if. rcdcemed on oxr pr:.or to October l,n l966 and ».hero-‘;'

after at annually rcduc:.ng orenuums, how~..vor, samd ’bonc\ w::.:l.1

not be redecmable pr:.or to Oc'tober 1, 1959 J_rom tho procecos of

otae:. borromgs at an: :.n!:ere t coot o.f less than o% per anm.m."y

Upon receiving authorization 'ffom- the'co'nmz.ssn.o*x, ,*:he*_' BRSNS

utility contemplatc., sell:.ng the bonas to Paca..u:gc Nu ual m.:Ee
Insurance Comoany at the:.r pr..nc:.pal amount, plu.. acc:‘:uod
:mterest, undcr the tcms of a Purchase Agrecment, a copy o’
which is annexed to the amended apo.n.cat:.on Qa E:m;.b:nt A | |
The agreement des:.gnatcf' as gua.ran tox thc Rosmoo: Comora"c.:..on,ﬁ S
the sole stockholder of. appla.can and 1" prov:.oe | o . ?Che -
issue and sale of sa:Ld bonds on or before Dccember 32. l9oo- :
A portion of 'Lhe proceeos w:.ll be appl:.ed toward rapay'nom. of
short~term bank xnocbtﬂdness :.ncurrcd for acqu:.r:.nc' pemanent

adu:.t:.ons, anc" ‘..he balance mll be used .‘.or pay:.ng oxpon
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ln connecction with the: sale of sald bonds and for paylng for, i_.

oxr rezmoursnng the company s troasury for, the coSo ox permanentf‘ '

nddlthnS-

The conpany also seeko perm;ssmon in- xhls pnocoedlné
to issue and sell, at the;* par value of $l“0 cach ll OOC
additional shares of common s tock bavzng an - aagregaue pax’ voluo ‘d
of $1,100,000. Applicant reporte that its parent company.‘
Rossmooxr COrporation, has tated 1ts w:x.lla.ngnose to'purchase
said stoek'wmtnzn tho.perzod endzng'Deccmbor 31 1967, 1n ‘
amounts necessary to provzde addltlonal funds zor con tructeon
and cxpansxon. Accordlng to the amended aoplncaezon, commOn_.'

stock equlty will be ma&nta;ned at a ratlo on aporoxlmaeely

40 perccnt of Lotal capzeal.-

The Commiss ;on has cons;dered thls matter end ‘1nds -
ﬁhaﬁ: {1) the proposed bond and *tock lsoueo are: nor prope_-'mﬂ-
purposes;  (2) applicant will be requ;reo to pay a Zowex ff‘
zntere t rate: tnan 1t would in ehe abs enco of a res zcteo. '
redemptxon orovzseon- (3) Lhe money, proper y'or ldbor to oe
procured or pamd for by the lssue of the bono° and stook hero.n
avthorized is rensonably reou;red Lor tho purposes upecxfxeo
herezn- and G@) such purposeo, except as otherwnse-autho:_zeo

for accrued interest, are. noe, ln.whole or ln part reaoon&b;y

¥
w"

chargeable to operatxng expenses or to 1noome.” On,the baulu
of the,e Zindings we conclude that the amondeo appl;cac;on

ehoulo be granted. A publzc hoarzng 1s noL necesaary

. - )
u;" .
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In :.s...ua.ng our order nexea.n, we- place appln.cant and |
its shaxcholder on notice tha\.. we do not rega::d t.ne number of '
skares out.,tandmg. the total par value of the ..ha.res nor the
dividends pa:.d as measuring *che re*um appla.cant ou.le ee :
allowed to carm on it :.nves“"ncnt :.n plant and that the |
authorization nere:.n g:.ven is not. o be con...trued as a £md.mc- . "
of the value of apol:.cant's s»ock or propert:.es no::' a.a :x.nda.ca— o
tive of anounts to be :.ncluc.ca in- brocecdn.ngs J.or tae deeem:.—

:zat:x.on of 3ust and reasonable rates. ,

'g&ags“

IT IS ORDERED that: ;

1. Rossmoor Watex: Co'npany may execute a.nd dcl:.vev 'a‘w '
Purchase Agreement w:r.th Pae:.f:z.c Mutual vife Insurance COmpany,
and a Trust Inoentu::e, wh:.eh doeumen s sna...l be in . the same =
form, or in ..ubstant:.ally the same form, as those attached
to the amended appl:z.cata.on as: Exh:.bn.t A and Exmbxt B o

- respee ._:.vely. ,

2. Rossmoor Water COmpany, on ox aﬁter '-:he efiectn.ve o

ea.te her:em. and on or before December 31, 19o6, may J.csuc and
sell not o exccec'i s1, 700 OOO c>5.' n.tc- Fix .~.t Mortgage ,Ser:.eo,‘z\
6% Bones, at not . les* taan ..'nc:z.*' pr..nc:x.pal amouni. plus acc*ued
interest, and shall use’ the proceeds, ether than acc*ued |

..nteres»., foxr the purpo...es specu..;.:.ed in the amended appla.cat:.on,’.h' |
The accrved :.ntere t may be usec. for ..»a:.d purposes or for

general corporate purposes.




3. Rossmoor Wa.ter COmpany, on or after. the effect:we
date hereof and on or before December 31, 1967, may :.ssue and
sell, at par, for cash, ‘not to exc:eed 11,000 shares of :.ts
common stock having an aggregate par value of $1 100 OOO,

and shall expend the proceeds f.'or ‘the purposes spec:.fzed :.n
the amenced . appl:.cet:x.on. ' '

4. Rossmoor Water cgmpany shall f:Lle w:a.th the ,
Commission a report, or repor'ts, as requzred by General Order
No. 24-3, which o*der, a.nsofax as appllcable, :.s hereby made

a part of tha.s order.

5 'mn.s oxdexr .shal., beceme effect:x.ve when Rossmoor
Water Company has paid the a.ee prescr:.bed by Secta.on 1904 (b)
o the Public Ut:.la.t:.es c<>de, wh::.ch fee :Ls $1 350.

Dated at ' San Fbanc!sco ‘ . vc:alifo:n.ia.‘,‘i this )

277

day of RPRIL s 1965.




