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Decision No. 73787 

BEFORE THE PUBLIC UTILITIES COMMISSION OF'1'HE STATE-OF .cALIF·OMrA 

Application of CALIFORN""..A ) 
CONSOLJ:DA'XED ~~ COMPANY,. INC., ) . Application N~.·.·:4-9S.7'3,.':· ... 
a C~liforniacorporation, for ) 
authority'tOo.' issue and sell ) 

Filod;Decembe~<12'~, 1967 .. ' •. 
. ~na:,:Amen&nent:::·.... - . 

First MOrt9'agc Bonds,' Series B. ) Filed Fe.b~ary: 20;?':I}96~l .... 
) I',·, ""'/" . 

California Consolidated Water . Company,. Inc. requests' 
. '. 

authorization from. the Commission to ent'er intoa· Loan Agreement, , 

to execute and deliver a First supp:lement<!ll Indenture and"to- " 
" , "'1"1.-, ,.' 

issue and sell $500,000 aggregate principal amo,mt of.·its<bonds ... 

Applicant is a Ca'liforni~ corporation:' ~n9'a9'ed . in:.' .' . 
. . ,", 

business as a public ,utility distributing, water'" to consumers' 
~' . : .' 
, . . 

located in Santa Barbara,. San Luis· 'Obispo and: Lake Countie's.~,. 

For the twelve months ended October 3:1, 1967, the comPanY 
. . 

reports total operating revenues of $421;47San"a .... nct' income, 

of $74,616. 

Information on file with the commission'discloses 

that as of October 31, 1967, applicant's net utility: plant', 

after deducting' accu:nulated depreciation, amounted to­

$3,062,.398. The corporation 'scapi tal~zation percentages' on 

said date, excluding contributions .in aid of, construction,' 

and asadjtlsted to give effect tO'the financing ,proposed' 
" 

herein,. are computed as follows: 
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Long-texm debt 
Advances, for construction, 
Preferred ,stoek 
Common stoeJ~' cq\li ty 

TOUl1' 

" , 

October,' 31, ,'" 
1967' , 

29<'-':, 
29 
10,<: 
3Z~ , 

" 41%',/ ,>' 
,24, 

,8:,',:: 
, 27:>", 
~.'\ 

,",', 

r 
'lOO%:"d 

The application shows that the utility "s long-texm, ~debt 

consists of $700,000 principal amount of First MortgaqeBondsr , ' , 

5-1/8%, Series A, due March 1, 1994, which were issued and sold" 
. " ," 

to Pacific Mutual Life Insurance Company' under, and purs,uant to 

the terms of an Indenture dated 11arch 1, '1964,. The compa];lY also " 

reports ou.tstanding short-term notes' issued in favor of its,' 

parent corporation, Consolidated Water Company, and: Pacifl.C' 

National :sank of San Francisco' in respective: 'amounts,oi 

$301,175.52 and $130,000. It is stated'~'that the proceeds' 
. ",.' 

from said notes were used for financing acquisi,tions of~ ,water 

systems and for plant improvements~ 

'Xhe bond issue proposed in thisprQceed:tng willcon-' 

sti tute a new series to' be designated First, i<1ortga'~e Bon~s, 
6-3/4%,. Series S, due January 11 1998:; Said" bonds.' will" be ' 

secured by an existing indenture as supplemented by'a'proposed 
, ',,, 

First Supplemental Indenture and will 'be' s~ject to optional 

redemption at a price of 108% of the principal· amount, 'iplus. 
\ II . • 

, " 
, ' 

accrued interest, if redeemed 'before Janu.ary 1,1978:~. and::·' 
. . .. 

thereafter at annually reducing premiurrs commencing Wi'~':ha: . 

4.42% premium. 
I, ... .' _. . ~ if: ~ ,~ 

However, prior to.Janua~ 1, 1973, the:: bonds, may 
.. . :1, . 

.. , :', . .. I 

not 'be redeemed directly or indirectly from, or in o.n:l:icipation i . 

of, the proceeds from: other borrowings at 'an interes't'cost·of 
.,.", 

less than 6-3/4% per annum. 
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~1ith respect to the restricted redemption provisions,. 

applicant ha.s submitted a letter from Smith, . Barney & Co-~, 

dated November 1, 1967, a' copy of which is attached to.: the " 
" I~\ • I " •• 

application as part of Exhibit G. ~0l?-g othor things;. the 

letter indicates that (a) none of the eight ins:t~'i:uti'onal 

lenders approached' in placing the bonds wou'ld offer, more " ' 

favorable terms: 0:» the redemption provisions represent: tho 

best available in view of tho short, supply of bond mon~ and· 

the relatively small sizoo£ '4:he utility,., and (c)conaitioris' 
, .. ,,' ,.". ';, . 

in the money market since placement of the issue have, become" 

less favorable. 

Applicant plans to sell the bonds to Pacific MutuaJ. 

Life Insurance Company at thoir principal amount plus accrued 

interest. The proceeds will 'be applied" toward retiring: the' 

previously described short-ter.m notes in an agqre~ate ~ount 

of $431,J.75.52, defraying est:i.matedexpenses of $17~500::tn 

connection wi'th the issuance and sale of said bonds, and, 
. ,', 

providing approximately $Sl,324 for, plant additions arid"'·' 

betterments. 

The co:mnission has considered this matter and,·finds' 

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

(2) applicant will borequired to· pay interest at a "lower" 

rate than it would' in tho abseneo ofthe·.propo~ed rest~i~tee 

redemption provisions,; (3) tho money, property "or , 1 a'bo; ' to· 
. '. . 

be procured or paid for by the i,ssue oftbe bondsbcrein 
. ' 

authorized is reason<lbly rCc.I'lirodfor the' purposes :>pccified 
. " . .. 

herein: (4) such purposes, except as otherw:tae authorized., 

, \ " 
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\",,'. 

for accrued interest, are not, in whole or in part; re'asonably 

c:h~rgeable to operating expenses or to income: ',and (5)', the' 

proposed Loan Asrcemont and Fir3t ,Supplemental, J:ndenture Will 

not be adverse t:o the public interest. A Pub~icl'lear~9 ,is 

not necessary_ 

On the basis of the foregoing findings we conclud'e' 
.', ,. 

that the ,,-pplieation, :\5 amended, should be 9r~ntcd. ' 'rh({ 

authorization herein granted is for the,J;>urpose of this ,pro­

ceedinq only and is not to be construed as indicati vc'o~ , 

amounts to be included inproeoedings for' the, determination,' 
, '. . 

1" 

of just and reasonable' rates. 

IT- IS ORDERED that: 

1. California Consolidated Water Company, Inc' .. may 

enter into a Loan Ag'%'eement and may execute and deliver'a, First 
. 'I' .,,'" 

SUpplemental Indenture in the same fo.rm, or in substantia:ll~tthe 

same form, as those filed in this proceeding as Exhibit 'A and , 
Exhibit B-1, respectively, subject to appropriate modifications 

in detail property descriptions. 

2. On or after tho effective date hereof and on' or 
, \ '. ' 

before JUne 30" 1968:, california. Consolidated Water Company, 
. ' . ' . 

Inc. may is~e, sell and deliver not exceeding, $500,OOO':principal 

amount of its First Mortgage Bonds,6-3/4%,serie:s B; :du~' ' 

January 1, 1998, at not less than the principal '&\\oun.t plus 
" , 

aecruoe interest, and shall usc tho proceeds, other'than:accrued. 

interest, for the purposes specified in the appli~ati6n. 'rhe' 

accrued interest may be used for said purpOses or for· general,', 

corporate purposos. 
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3. California Consolidated Water.company, :tne-. shall 
'", 

file with the Commission: a roport, or reports, a.,d ,requireQ )=>y,', 

Generill Order No. 24-B, which order, insofar as applicable, 

is hereby made a part of this order. 

4. 'I'his orcer shall ~come effective when California . '. 

Consolid~ted t'1ater Company, Inc. has paid. the' fcc prescribed by., 

seetion 1904 (b) of thcPublic Utilities Code, '~hiChfee; i:s 

$500,. 

Dated at --___ .-liii"M ... ...4I...,.."LUlIIIWIMDIDiYi-__ ..J1 ·· California". . 

this ).7~ay of _____ .... F;..;;E~B.;.;.RU;;;.;.A;,;.;.R~Y ___ ..J' 19,63 ... , 

" ". 
" 
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