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Decision No. 73217 

BEFORE 'mE PO'BLIC 'O'rILXTIES COMMISSJ:ON OF 'l'.BE STATZ OF CAI.J:FORNIA 

In the Matter of the Application ) 
of ) 

) 
CALIFORmA-PACJ:FIC t1l'ILI1'IES ) 
COMP~ ) 

) 
for ~ order authorizing it) 
(a) to issue Md sell $3,000,000 ) 
principal amount of its First ) 
Mortgage Bonds, Series N~ 6-1/~~ } 
due November 1, 1997, .and (b) to.) 
execute a Fifteenth Supplemental ) 
Indentuxe to be dated as of ) 
November 1, 1967, supplemental ) 
to its First Mort<;ase Indenture ) 
dated as of July 1, 1944. ) 

) 

OPINION 
-.t~ __ .... -._ 

Application No. 49693 
Filed september 28, 1967 

anc1 .Amendment 
Filed October 5, 1967 

Xn this application california-Pacific Utilities 

company requests authorization from the comm; ssion to issue 

ana sell $3,000,000 principal amount of its First Mortgage 

Bonds, and to execute and deliver a Fifteenth SUpplemental 

Indenture. 

Applicant is a california corporation owning and 

operating public utility elect:z:ic, gas, water and telephone 

systems in various parts of california and Nevada; electric, 

gas and telephone systems in Oregon: and electric systems in 

Arizona and Utah. 'rile company is also enSf'.sed in the nonutility 

sale of butcm.e-propa:c.e gas in california and Oregon. For the 

twelve months ended June 30, 1967, the utility reports total 

operating revenues of $19,302,205 and net inccmc of $2,2l9,364. 
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Tbe co~ratio~'s capitalization ratios as of Jane 30, 

1967, and as adjusted to give effect to the financing p:oposed 

herein, are summarized as follows: 

June 30, Pro 
1967 Forma 

Long-te%m debt 52.5% SS.JOIo 
Preferred stock 3..1 2.9 
Common stock equity 44.4 41 .. 8' 

Total 100.004 100.00/0 
'A 

Applicant reports that at the time of filing' the 

applica.tion it hae outstan<H ng $3,700,000 of sho.r.t~ bank 

lotms which were incurred for construction purposes. ' According 

to the applieation, the utility' s unreimbursed construction 

expenditures, as of June 30, 1967, aggregated $13,958,781, and 

applicant anticipates expenditures of approx:iJnately $6,200,000 

for aadi tions and :bettexments to its properties (luring the year 

1967. 

'rhe proposed bonO. issue will be desi9Xl3tec1 First 

Mortgage Bonds, Series N, 6-1/:ZO"', due November 1, 1997, a:n4 

will be secured by an existing indenture as heretofore .supple­

mented, and as furt.her supplemcntea by a proposed Fifteenth 

Supplemental Indenture. The bonds will be redeemable at the 

company' s option upon payment of an initial redemption price 

of 106 .. 5% of the principal amounts, plus acC%Ued interest, if 

redaem.ed during' the twe1 ve-month period' ending' October 31, '1968, 

and thereafter at annually reducing premiums. 'HocIlever, redemption 

may not be made prior to November 1, '1977 through the Use of funds 

borrowed at an in~est cost of less than 6-1/2"-' per a:mllm. 
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With respect to the restricted redemption provision 

extending' aver a period of '!:en years, applicant has consul ted 

with Dean Witter & Co., ana has concluded that such restriction 

would be requirea if the bonds were to be sola at .a rea.soMl:>le 

interest rate. Regarding efforts to offer the bonds at a 6-3/80" 

interest rate with a restricted redemption provision for a period 

of seven years, Dean Witter & Co. states, in part, in Exhibit D, 

attached to the mnendment to the application, as follows: 

''We contactee former buyers of the bonds, as well 
.0.5 other prospective purchasers, and were able to attraA::t 
no interest at tbesc terms except for a tcntati ve indica­
tion from the Liberty Life Insurance Company of Greensboro, 
North Carolina, and the Nashville Life and Accidental 
Company of NaShville, Tennessee. We were aware of potential 
buyers in Los Anseles at G>$ if the refunding' provision were 
changed to ten years. 

-when we were info:cmed of the lack of institutional 
interest expressed t~ our other division offices and the 
final decision to pass the offering by the two insurance 
companie~ in the South, we advised the Company to accept 
the purchase offers we hae solicited in Los Angeles. 
The Company decided that in vie;.r of its financial needs, 
it wished to enter into a fizm commitment rather than 
speculate on the course of the market. Wi th this judgment 
we wholeheartedly concurred since our cocperience over many 
years indicates that efforts to outwait the ma:kct for more 
favorable te:ms may result in even more unfavorable ter.ms." 

Applicant plans to sell the '$3,000,000 of new bonds to 

two life insurance companies at their principal. amount plus 

accruee. interest. The utility reports that the net 'bond proceeds 
, ' 

will be u.sed to repay a portion of its outstanding short-te::m 

bcmk' loans. 

The Commission has ccmsiClcrcd this- matter and finds 

that: (1) the proposed bond issue is for proper purposes ~ 

(2) applicant has need, for' funds fran external sources for the 

- 3 -



-A.49693 MON 

purposes set forth in this proceeding: (3) applicant will be 

required to pay interest at a lower effective rate than it 

would in the ab~eo o£ the proposee restricted redezllPtion 

provision; (fl.,) the proposed Fiftoenth Supplemental Indenture 

will not be adverse to the public interest; (S) the money, 

property or labor to be procured or paid for by the issue of 

the bonds herein authorized is reasonaJ:>ly required for the 

p~ses specified herein~ and (6) such purposes, except as 

otherwise authorized for accrued interest, are not, in whole 

or in part, reasonably chargeable to operating ~es or 

to income. 

On the basis of the foregOing- findings we conclude 

that the application, as amended, should be granted... A public 

hearing is not necessary.. 'rhe Ol'Uthorization herein granted is 

for the pu:cpose of this procee<lin<; only and is not to be con­

strued as indieati ve of amounts to be included in proceedings 

for the dete:cnina.tion. of just and'reasonal:>le rates. 

ORDER .... ~- ....... 

X'l' IS ORDERED that: 

1. california-Pacific Utili ties Company may execute. 

and deliver a Fifteenth Supplemental Ind~turc in',the same fo~, 

or in substantially the same form, as that filed in this pro­

eeedin~ as Exhibit c. 

" 
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2. On or after the cffcetivc date hereof ana on or 

before Mareh 31, 1968', california-Pacific Utilities Company 

may issue and sell not excecdin9' $3,000,000 principal amount 

of its First Mortgage Bonds, Series N, 6-1/2%, aue November 1, 

1997, at not less than their princi~ amount plus accrued 

interest, and shall usc the net procecCls, other than accrued 

interest, for ~e pur.pose set forth in the application. 

The accrued interest may bo used for said pu%pOse or for 

general cO%pOrate p~ses. 

3. California-Pacific Utilities Company Shall file 

with the camnission a report, or reports, as required by General 

Order No. 24-:8, which order, insofar as applicable, is hereby 

made a part of this order. 

4. This order shall bcc:ane effective when california­

Pacific: Utilities Company has paid the fee prc:lcribed by section 

1904(b) of the Public: Utilities CoClc, which fce is $2,000. 

Dated at __ S:_"Ilon_Fran __ e1 .... iSeo ________ --', california, this 

2 .y'1X day of 
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