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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE swAmE._oE‘ cm.:rozzm:zx :

Decision No. :23595 :

In the Matter of the Applxcat;on
of

TEE CAMPBELL WATER COMPANY

for an Order authorizing it

(a) to execute a supplemental
loan agreement with Pacific.
Mutual Life Insurance Company
providing for an additional loan
of $125,000; (b) to issue its
promissory notes in the principal
anount of $125,000 pursuant to
said agreement: and (¢) to
execute a Fifth Supplemental
Indenture supplementing its
Mortgage of Chattels and Real .
- Property dated as of May 1, 1951.

Applxcaexon No. 49829
Filed Novembex 30, 1967
“and Amendment
Filed December 18, 1967

o P I NION

The Campbell Water cOmpany requests_authorizatioh5£rem o
the Commission to execute and deliver a Supplemeneal‘Loan '
Agreement and 2 Fifth Supplemental Indenture, and to 1ssue and
deliver promissory notes not exceeding $125, 000 in aggregate
principal amount. |

Applicant is a California corporation engagedpihe; -
business as a public utility distribueﬁng water‘in,andfabeuﬁ :e“
the City of Campbell, Santa Clara County. For‘the?teh“menthsr
ended October 31, 1967, the company reports total revenues. of
$342,321 and net income of $29 576.
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The balance sheet as of October 31, 1967, §ttaéhéd £6€”"
the application as-Exhibit A, discloses'that'applicént‘é nét':
utility plant, after deducting accumulated depreciétion;
amounted to $1,611,032. The corporation'svcapitaiizatioh‘ '
percentages on the balance sheet date, excludihg‘doﬁations in
aid of construction, and as adjusted to give efféct:to the
financing proposed herein, are‘compﬁted'aijollows:“""

October 31, " Pro .
1967 fForma\‘

Long-term debt ‘ - 35%- 39%9 R
Advances fLor construction - 33 3L
Prefexred stock 3 o3
Common' stock equity - L 29 .27

Total 1009 | 'llodé;i?‘

The application indicate% that the company has financed -
its plant investment, in part, witﬁ‘funds borrowedufzom Paéificy-
Mutual Life Insurance Company and that, pursuant toJauﬁhority 
previously granted by this Commission, applicant has'iséuéd*
long-texm notes in evidence of such loéns aﬁd“hasveXecuted“a
mortgage and four subsequent supplemenﬁal indentures.‘ The
utility reports an unpaxd balance of $556,500 outstandxng  _
on said notes. o _

Applicant states that $125,000 will be requxred’for fn”
additions and bette:ments to its facxlxt&es prxor to December 31,__
1968, and that approxxmately $30, OOO obtained from short-term .
loans and $30,000 provided by internal sources have already

been expended for such purposes.
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\

In this proceeding the company propoéés-té'bérrcw N
$125,000 from Pacific Mutual Life Insurance cOmpany in order
to provide funds for repaying samd short-term loans, reim=
bursing its txeasury and completxng the‘balance-ofv;ts-_'
improvement program throuQﬁ_lQG&.' Appliéaht plans,ﬁé-araw
down $60,000 initially on or before February 1, 1968, and
the balance on or before December 31, 1968, in accordance
with the terms of a sﬁpplemcntal Loan Aé:eement.

The proPoéed‘borrowing will be evidenéed by promis-
sory notes aggregatzng $125,000, maturlng on May l 11988, and
requiring repayment of prxncxpal in annual 1nstallments
equivalent to two percent -of the orzgmnal.przncxpal amount
of each note issued. Interest at7theraté_ofs;B/@%«pef~-;
annum will be payable senmi-annually, and-éhe noteé will,be )
secured by an existing Mortgage of Chﬁtﬁels-ahd RéaiiProperty 
as heretofore«supplemented and asvfurther‘éﬁpplemen:ed by‘a 
proposed Fifth Supplemental Inaenture. ' | o

The notes will be subject to optional prepaymeﬁ£ at
a price of 106—3/3% of the principal amount, plu;sﬁccruedf'
interest, if prepaid on or before April_30? 1973, and‘thé?e- 
after at annually reducing‘pre&iums. Howe#ef,‘priér to-May‘l
1978, no such prepayment may be made directly or 1nolrectly

from, or in ant;clpatlon of, the receipt of funds borrowed

by applicant at an interest cost of less than‘s-s/AA p¢r ;°"

Annum.




2.49829 MON

In comnection with the ten-year'restricted prepaymentt‘

provisions, applicant has submitted a letter from Pacxfxe Mntual’" |

Life Insurance Company dated December 1ll, 1967 a copy of whlch

is attached to the amendment to the application., Theuletter-v"

indicates that (a) such restrictions ate-standardwin;eurrentr'

financing, (b) Pacific Mutual Life InsgteneeCOmpapyeanylend
all it desires on 2 ten-year nonrefunddbility'basi S, and. (c)
undex the circumstances there is no 1ncent1vc for the lender -
to make loans having shorter nonrefundablllty perxods.

The Commission bas considered thms-matter and fxndg
that: (1) the proposed note issues are for proper purposes,e-
(2) applicant wzll be required to pay Lnterest at a lowcr ‘
rate than it would in the absence of the proposed restrlcted
prepayment provieions: (3) the money, property or labor to
be procured or paid for by the issue of the notcs here;n
authorized is reasonably required for the purposes specmfzedr
herein; (4) such purposes are not, in whole orx in‘pait,e
reasonably chargeable to operating expenseg or to 1ncome,
and (5) the pr0posed Supplemcntal Loan Agrcement and Plfth
Supplemental Indenture will not be adverse to-the‘pgblxcp
intexest. A public hearing is not necessary.

On the basis of the foregexng fzndmngs we conclude
that the application, as amended, should‘be granted. The
authormzatmon.herexn granted is £or the purpose of this
proceeding only and is not to be construed as 1nd1cat1ve of
amounts to be included in proceedings for the determ;pation"

of just and reasonable rates.
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IT IS ORDERED that: I

1. The Campbell Water Company, on or’after the .
effective date hereof and on or hefore December 31, 1968‘,
may exccute and deliver a Supplemenﬁal Loan Agreeme‘ntv'and,

a Fifth Supplemental Indenture in ﬁhg same form, or in sub-

stantially the samc form, as those attached ﬁo- theamendment
to the application. | _ ‘

2. The Campbell Watex Company may issue and dél_ivex‘
its promissory notes in the aggxregate principal amount 6£'-"'no‘t‘ .
exceceding $125,000 for the purposes. specified in 'l:h':".é proceeding.
Said notes shall be in the same form, orv in substantialiyvthéj |
same form, as that attached to the application. | ) ‘_ |

3. The Campbell Watex Company shall file with the'
Commission a report, or reports, as requ:x.red by General Order
No. 24-B, which order, insofar as appln.cable, is hereby made
2 part of this ordcr. )

4. This order .,hall become effect:.ve when The
Campbell Water C:ompany has paid “the fee prescribed by Section
1904 (b) of the Public Utilities Code, which fee is $125.

Dated at 8an ¥Francascao » California,

7 :
day of 3 ANUARY , 196 _%.

PUBLIC UTILITIES COMMISSION
STATE OF m_p’__giwk
L, K

é‘”xmgse




