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Decision .No. _7_1_5_7_2_ .. · ... _,.: _ .. __ _ 

:, . 

" t J .. 

BEFORE'I'HE PUBLIC 'O'I'ILITIES COMMJ:SSIONOF 'I'B:&. STATE:,OFcALIFORNIA.:,. 

" 

In the Matter of the Application';') 
of" } 

) 
CAL:tFORNIA WATER: SERVICE COMPANY,.' } 
a corporation,. l 

, ) II _. 

, Appli.cation·,NO~'~'·48S84,"" ••. 
Filed:October;21~', 1966;', 

.. ' •• f_ J: "' ,,', 
i' ",.' ,..l,q 

for an ord~ authorizin9"~ it. to . .) J,' • 

issue an.'additionaJ., amount of . ) 
its ~:Lrst:Mortgage : Bonds:,' ,) 

',.', _. , ) 

/ 
, 

McCu.tchen, Doyle, Brown, 'h"autman & Enersen~' by 
Hazel Flaqler, for applicmlt:, 

SidneN' J ... Weob, for the CommisSion staff~" .'" 

. - ,', 
',' ' :'. ,-,< 

" ." ,. . 

~ 

.' " 

, .", .-

... " 
,'. ~ '. . : 

This i3 an' il.1?plic:ationfor an order. of'the: Caamission .... . . , 
•• I, '. : '. 

authorizing california .water·· Service' Company to' 'f~sue·and.~ei;t,··:, 

First Mortgasc Bonds in the principal z::nountof i$3~o6d'~ooo:,"ancr: 
..... '. 

to, execute and deliver a supplemental iriden:ture ... 
. '; ',\ : 

" . 

Af'i:er due notice,. a pub11C hearill.9' 'in this ,matter was 
. ",. 'I' ,'.., . 

.... ,' 

hela before ~er Don~Cln in. Sari FrmiCisc~,~onN~'vember~,lO>( 
• Ill' ,;.. ", ",'. ~", ," '.~ .~I." <' .' ': > ' 

1966~ at which time the' matter was, t~enund.er,'subnission.' ' 

The Cor:uuission has received~ no, protests in'tne proeeOd:Lns:',; ': 

Applieant is a Call:fornia cOrpOration'. engased::i:n.' ·the,:· 
. , ....,...'. '. :"" ,.' , . ~~' . :. """ 

business of supplying and distril:nrtin$. water' for 'domesti'c."ancl , .'. 
. , '. '". ' 

i:l.dustrial purposes in •. various,· areas . in C~iforn.ia;. R~P9rts.',o11 : 
\": h,:v' ~ 

file with the Comnlission 'diselose that the: comP<lny 2 s:g:ross:' 

operatins revenues and "net income for the ~ei~~'n\~nths:erided":, 

.•.. . 
.' ',. 
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"'. \ 

.' .... ' .' '.' ~ 

',1.,,' 

and that. the number of customers served· on·s~d'date:! to~led::.· . 
I.. " 

'. ;'.' 

242,768. 
. '" '" ", .. ' ,., , '", ., 

In its Aug-.l.St, 31,: 1965.balanee sheet,·applieant'shows 

an investment of $84.l63;7lS,in,'net utility plant •. Qn:':t:he baSis'. 

of such balance' sheet, the company' s c:cipi.~alratios~."e~elUdiriq:' 
. , " . " , ,,'., .,", ".,' ' 

$2,505-,52J. of contributionS in:a:i.dof construction,- arld/adjust~Q . 
to ¢ve effeCt to the- $3~OOO,OOO bond issu~prOI>o~ed.:,heie!n-,,:.are. 

as follows: 

Lonq-te:c:n debt... .. . 
Advances forcOllstr\letion .' 
Pl:eferred' stock 
Common stoek· equity. 

Total·· 

, . ", " . ~: '. , ... -' < , ,.,o ;. " ". l' > : " 

, ." 

4"]C''' .' " 
10, 

5',·· 
38: -,' 

" ,. 

'!he application indicates that outkt~d~9'~hort~t~rm.· 
bank loans as of AUg'..1st 3l",. 1956 amoUnted . tO$i'~'500~OOO~,"''Wh~Ch :, 
sum, was used to . defray the cost of the. company Iseons~ction:;::' , ". 

, '." ..... ' 

pr09'%'aZXl. Applicant e.stimates that· g:ross,constructlon<·~d.i':"" ,", 
"1"" , ,,:,' I' .. ,.,,' ". ,.t 

tares for utility plant, exc~udin9'projects. ,COVe.1:ed~,by·adv:zmc:es: 
, " • , , '.'. t' , 

,,' 

four months of 1966 and $4,OOO,OOO.for··the.:yea.t'''196'1~~: .... ' ... 
'. ' .. " '. ' 

attached> to' the'appllcatio:l;:the .. ' 
, ~.' I, : " I • ". " • 

According to Exhibit··· C, 
.- ", .. 

utility's unreimhursed l'let,eapital· expene!tures;;'as ,of:·A~~t3.1~, 

1966:'aggregated $23:474,l8S~' 
/ ,et 

; " 

The proposed: bond los sue . will be.designated'Fl.'x~st 

Mortgage 6-l/4%. Bonds.. S~ri.es, K,lmdwill' :be 'seeured';by:';an ' 
,~ I . 

',' ,I' 

, 't ~", •. , 

existing Mortgage of Chattels =dTrllst:·Il'ld~tu:c. as"previously' 

supplemented, mld asfUrtber: sUPPlementedbi,'.~p~~p6~ed:·:'''. . ,',' 

\".;'" 

, '." .' 
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Sixteenth' SUpplemental Inae:lt1lX'e~ 'l'he'bonds will mature ' ',," '",' 

."",' ' ...... , 
upon payment of . an initial redemPtion prie~: of'lOG.~25%:plus;', 

, ".' 

.' 

acerued interestif:eaeemed during the 12 months. 'bC~g:,:' 
", " ' 

November l, 1966, and thereafter at annuallyreouei.rigpre%niurcls.'" " 
,'. ',.' ". ". ,,' , 

", ,. ",l.' .• )", 

However, redemption may. not .be'made prior t<>Novcxnber .. 1~'l~76;,~,.' 
, " .. ,:: ,', :, " ''';' ',' 

through the use of funds borrowed at an·effeCtive ~net i~t:Earest· 

cos.t.of less th~6-1/4% per, ann=. ,', " 

" 

't'v"ith respect. tC'~orestl:ieteQ rCde~on:px:o~i$i"on 

extending over a period of ten years,apartner'~f 'De~·W:L:t:t~r .. 
& Co. testifiedtc the' effect that:, Cal' gen~~ally':speakitig~ 

, " ',' ~ ", 

~st in:1ti tutional" purchase:s" have an' oppo~1:y:to;'::i.~~~s~·:,:·'·: 
. ' , . '.' \ ' 

~eir funds on ten year nwefunQing te:r:ms:ancf have~bCcOmG,'i ... 
accustomed to requiring- iti .... (b) responsible·opinio%l.S~~9~~ts';·:. 
that· refunding.opportr.\ni t!~s maybe few . :i.ne~ed·'·n~·:~att~;~~~~t·: . 

, . " ': ~ ~ " " ' ,I , " * 

the te::m. of the protective' provisioIlS:: 'and(cl:,~Sfil:m.i:~<:>f' 

the opinion tAat tbe propos~d bonds c01.7.1d, not: be sold.;' at 'a,";' 
, ' " . ."., :' ... , ,,' " 

6-1/4% per <m:l.1Jm interest ril,\:C '."oi thout prot(!ctiori::aSain.~t, ... 
:ofunding for a period of ten years. 

::t1:. ."ppe~s th.at an' increase' iIi. intereot,ratefrom 

6-l/ 4%c to 6-l/2"/o per • lmnu%tt,tOg'other, with a' reau6tion from' ten' ' 

years . to seven years' in the :est:=icted redc:nption'perlod?where'> 
, ' :' .,.', '. "" '" ' 

the premium for the latter'would: notdec!ine' until ~ter'sUch:" 
.,,~ :;",',' '.'" 

period expires, ·..rould be, less advan~geous,toapp.,lic8ll~,'than:-". 

the terms proposed bthis proeeccUnq'. Recent:.y; the: Comm£S.sl.Oll: 
• ,.',' \ .' "'I 

authorizae such sugsested alterna:tive :te:cnsin, eonne~ti~n::,~th'': 
,.:;,:.. '"".')'.,.' ,"." 

-the First I<1ortsage 6-l/2%· Bonds, SOrieSO,Of:~JOs~::watex-, 
" "',;"1, ,"", ." '. 

'. , 
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Works. The record shows that in,'oreer for,' the ': additioniil:> three;... , · 
, ' 

. '.,'" 

year nonrefunding period proposed' in t:.Ms\preceed:Lng:'tC>:have',any' '''''''' 
\. ";. 

adverse effeet'atall,. it would be: necessary,formoney,market'" 
, . '.: ~ ". . 

condi tionStochange to such." extent ,as to'enabl.e:::appii'c:ant"to,' ,',', : 

re£\md at an interest cost approaChing 20'" less,' or,:,4":1I2S'o-"per "" 

annum,. at the expiration "of the restri~ed:' period~, 'co~iderihs 
. , ' .. '. ' .'. ,. , " , 

',',' ,': •. ,:.," •. 1,','_ ,. 

current mon~ market conditions. the f~etthat';'durln9"/the::;;pa.st:: ' , 
• • •. ' •• I- _ '., "), " ,."~'. ":-. ,,"< .,,>:, .. ,"., : :,~,:~:,:,,'.~:" , ':; _,~:.' :",',' -.,' ,', ,'.' 

ten years., applicant bas, not sold any of itsbOndsat~an/:uiterest " 

c:ostbelow ,4.6% per' ar.n~: 'axi~,~the': imPO~sibilitY::'~f:'p;~di~Jri~,~' " 
, ,. ":,, ,',' .. -!' "',) ',,t:.,:, ',,',"" 

futureinte'rest rates; it does,', not appear: 'appr~pr,i~t~',f~r,~e:"" 
" ,.' i • ' ~ , , . 

~n receiving a.uthorization f:om,tho cOnuUssion,' ' ",,' "" " 

applicant plans to sell the bonds to three institutional 

investors: at their prineipalamount plus' accrued:' in·terest. ' ' 
, • '. > "'i.' " 

The, sross proqee::s to be derived'£ronitl:e",s~e~exclusive""o~:" 
. ~:'., ' " ,',,' ':" ',:,' -. -, .. :', .':;', .' "",'> -"'<."\"::';,.\':~' ,".>," ,';' 

accrue4 ,interest, will be. usod t~; repay , outstari.din9"'sho~-te:cin 
'" . 

baDk loans ~d to- reimburse appl:ic::m.t:·'streasury~· 

; '.," 

t.i.at: {l)the proposedbonc1 issue'is forpro~:r' p.ses;,' 

(2) applicant has 'needfo; funds from ~~rn.ai'sour60s:"':.,~O::-:t:le 
" , ... " "., :,' - 10: .' j , ... ,'. '. '.;,..,. _.:: • -',';., pw:poscs, set forthi:l. the application,: ,(3:) appli<:antW'J. ... l: be 

- " ,'., 

requirec1 to pay interest at a 'lower, 'l:atetlltin.:i:t.Would,:in"the: 

~sence of the pr~posedrestricted; re<:1emPtion)proVi~i6~';:' ,,', . ' "" 
(4) "the proposedSix"teenth:Supplcmental' IndGriture"Wl.ll:not,be'" " 

adVe:fe to the· publie interestr' ·(s)~om<jn~i;:~f~:or ..... 

' .... , ... -, 

• '. ,', J, • 

" " ' .' . ,'~ ., ~ P", 
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lal'Jor to be procured or paid, for by theissue::of'the'~ond~ ",' 
'. ;, 

herein authorized is reaSOnablyreqllired'for.: the '~os~~:' 

specified herein:, and (6), suchpUl:pOses, 'excePtas~th~se: ; , ' 
. . ',.,' 

.. 
authorized for accruec1inte:rest#arenot~ in.:·wt.o1e::':or ~npart,: 

reasonabJ.y charS'eable to operating expenses'\ ~rto:tD.come~ ",',',' 

On, the basis of'>the foregoing findings:,' ,weeoriclude· 
that the application should be granted .' Tb.((~u-t:hori:z;atio~ ,,'" 

herein granted is for thepuxpose of this p~oceed:tti9':Only:;and:' 
• • .. , ' •••• , " ,1 

is not to, '.be construed as indicative of' amo~ts,tc;;"'~'1n~ludcd"", 
in proceedings forthc determ:i:nation'Of'just;a,r{a'~e~s~~ie.,.:,:., ' " 

. . .. . .;, .. ,,'>:, ,,/.,./ :;"".' ': .. ', 
rates. " ',I 

'," ' 

IT :rS ORDERrO that: 

1. california water service co:npan.ymay'~eeutc:ancl 

deliver a Supplemental Mortgage of Chat'celi, and:Tl.;stlndent~~:, 
, ' '" ",' 

, , 

(Sixteen-th Supplemex:.ta! Indenture), in the' samefortn,"or ,;'in,SUb;"': 

stantially the, same,. :i:oJ:m, as that filed':i:ntbis, proC~~d1hg::as:/':' 
"'''.';. 

Exl:U:bit D. " ,. 

. .. .'. 

Z. On or 'after tho effec:tivodatc'hereof,arid','onor., 

before J'l:me 30,1967, Californi,a Water Se=Vice comp~y :may' 

issue ~d sell not "to exceed ,$3,OOO,,'oooassregat~"~rinei~ai 
amount of its First"Mort-gage 6-1/4~Bollds" seri~;"'K'" 'a£,not' 

" 

;", " 

less than their principal" amoUl'lt plus;accrued.!JlterGst,~.': ;al'l.cl.' ' 
", 

., ',.,' 

shall use the proce~ds, other than accrued interest';: 'fc:.r:, 'tlle,.' , 

, , , 

'.,.. 
~, 

purposes set, :i:orthin ,the, application~ 'The~~~:u~d:::intek~~t>' , 
may be used' for saildPurpoS~S~~~':~for".s~ner~c:orpo~at:Ei·~!,p~~s~ 

. :', .: .... ,'. "', -:,'" ,;\ . 
"",' 

. ",~, ' 

,'" .. ' 
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3. 'california· Water Service company: shall 'filewi.tb. , 
. , ' '. 

the Commission' a report, or reports, as required ,by General, 

Order No. 24-B, which order, insofar as applicable', is'hereby',,:' 

made a 'part of tbis, order. , 

4~ This order, shall becane 'effective, when California: 

water service COmpany' has paid the fee, prescribed· by' SeCtion". ' •.. 

1904 (D) of the Public U'c.ilities Code, which fe~"is.: $2,.OOO:~' 

Dated at ___ --:San::;;;:_Fl'an;;.,;;.;;;;;;;;;;;;ds;;;,;;SC;,;;o ____ -", Califo:rniai' '. 

this.:z...f'*4.day of ____ ~J.a,i;;._g."""---J'. 1966. 

':-" 

,\,'" . 

"', 

" "'" '''T' , ... ",' .'; ,'" .,I~ ,~.:-::,~.'~~::<~-:;~~,.:~~.,~. 
'Co_1ss!oner-" ,Ge.orge '.,G':'.,·:aro\pel':'::4~i::·";:/' 
%101:. 'partlc1-pote 1nth.'cU.sP0.s.1Uoil,;~;:·: ,"" 
,or':th1$pro<:eecung;:':.;;.~,:>, ' " ' 

> • ",",,,,,',, ":i ",',' ..' 

to~bs1on~ :P'rederick' '~~·H~·lo~tr .:,be~,~ " 
22ecessar11yabsent.,: 11.14:' no:t:'~iC:1pate' ',: "', 

, 1ntho c11spos1t10n:'o.tth1s:proceeCu.ng~;::," . 
,,: '-" • ,',. t" I, :'-" '." ',;:-,::<;,;:;::.',,11,:':''-:. '" 

, .. '. ' ,; .. ·tj ," . 
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