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Decision No. ___ '¢3794
BEFORE THE PUBLIC,UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

~In the Matter of the Applxcatlon
of

CALIFORNIA WATER SERVICE COMPANY, s Appllcatmon NOa 49997 T
2 corporat:.on, ‘ ‘ )+~ FPiled February; 2, 1963 T
. . and amendment’ - o
for an.oxder authorizing it to ) leed Februa:y 13, 1968';Hi
issue an additional amount of : ) ‘
its Fxrst Mortgage Bonds

J In this applmcatxon Callfornla Water Servmce COmpany
seeks authorxzat;on from the COmm;ssxon to issue and scll o
$2,500,000 pr;nc;pal amount o; Lts bonds and to executc and
-deliver a supplemental ;ndenture. | _
Applicant is a Callfornla corporat;on engaged 1n thc
business of supplying and dlstribut;ng water for domcstmc and
industrial erposes‘xn various localxtzes in callfornxa.‘ For

the year ended December 31, 1967, the company reports total '

operating revenues of $21,041 042 and net anome ox $3 114 020.:v
The balanec sheet, attached to«thc appllcaulon as

part of Exhibit 3, d:scloscs thae as. o£ Decembcr 31, 1967,3‘g

appl;cant 1nvcstment in net utmlxty plant, aater‘decuctlng

depreciation and amortzzat;on rescrvcs, amountcd to |

$88,011, 474 ' The corporatlon s capltal;zat;on percentages

on the balance shect date, cwcludxng $2,696 085 o; connrm-_”:

butions in aid oi constructxon and adjueted to gmvc c:iect

to thc $2,500,000 bend issuc proposed hcrcﬁn, are computed

as £ollow3-
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Long~-term debt - - 47%
Advances for construct;on 10 -
Prefexrred stock - 4
Common stock equity . _39

T.Ota‘l' L " o | : 100°o

‘The application shows that outstandmng short-termﬁbaﬁkfg:'

loans as of Decembexr 31, 1967, totaled 1,100, ooo, which. sumewaotf' W

~used to defray the cost of the company s constructlon program. "
According to applzcant s estrmates, gross constructlon cxpendx-‘-“
tures £for utility plant, excludrng pro;ects to\be £1nanced by
advances.for constxuction, w:ll amount: to- not less than N
$5,551,004 for the year 1968. Exhibit C, attached to the S
applxcatlon, indicates that the utxlxty s unrelmburscd nct
cap:tal expendxtures as of December 31, 1967 aggregated
$27,274,072. | ‘

The proposed bond issue wmll be des;gnated‘Fxrst
Mortgage 6—3/4% Bonds, Serres L,. and wmll be secured by an
existing Mortgage of Chattels and Trust Indenture as prevmously
supplemented, and as further supplemented by 2 proposed
Seventeenth Supplemental Indenture.’ The bonds‘wmllimaturee
Novembexr 1, 1997, and will be redecmable at tﬁe“companyfc "
option upon payment of an zn;tral redemptzon prlce of 106 75%
plus accrued interest, if redeemed durxng ‘the twelve months

beglnnrng Novembex l, 1967 and Ehereafter at annually‘reduclng

premzums. However, redemptaon may not be made’ prror to March l,J o

1975, through the use of funds.borrowed at an effectxve net

interest cost of less than 6-3/47‘per annum.
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In urglng & seven-ycar restrlcted redemptlon provms:on{fp”
applicant c;tes its Series K bonds which are subgect to a ten—-x
yeax restriction. The utility reports that . 1t haS-maeo 1ts own
observations of the marketmng of sxmzlar bonds by prxvate‘
placement and has received advmce from Dean W1tter & Co.,.
pertaining to the advzsdbmlmty of a seven—year restrzet;on-v.

It appears that: (2). it would be extremely dmfr;cult for applz-;
cant to sell the proposod bonds in a przvate plaeement w:thout
seven-year refundmng'protectxon and Ob) the 1nclusxon of seven-::
year refundxng proteet;on lowers: the 1ntcrest rate below that f~
which would bc required £or a shorter perlod of refundlng
protection. |

The company plans: to sell tho $2 500 OOO oi new-bondst'E

to three Lnst;tutlonal anestors at’ the;r prznc;pal amount Pluof‘:
acerued interest. The proceods to be der;ved from the sale,
exclusive of accrued 1nterest, wxll be used torrepay outstand;ng"
short-term bank loans | and to. re;mburse applzeant S'treasury

The Commlsszon has conszdered thas matter and rmndsi
that: (1) the proposed bond 1ssue Ls for proper purposes,
(2) 2pplicant has need for funds from external sources £or ﬁhe
purposes set forth in. the. applmcatzon- (3) applmcant w:ll be -
required to pay 1nterest at a lower rate than it wonld zn the :
absence of the proposed restrxcted redempt;on prov;sxon- ?o4yj*
the proposed chenteenth Supplementar Indenture w:ll not be
adverse to the publxc xnterest- (S) the money, property or "

labor to be procured or pazd for by the-lssue of the bonds
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herein authorized is reasonably requrred for the purposcs\speczfred
herein; and (6) such purooscs, exccpt as’ otherwrse authorrzod for
accrued interest, are. not, in whole or 1n part, rcasonably
chargeable to operatmng ¢xpenses ox to rncome.; - -

On the basrs of the rorcgorng frndrngs, we‘concludc that
the appllcatzon, as amended, should be granted Thc authorlzatlon _.n
herein granted is for. the purpose of thms proceedzng onlyvand 1s

not to be construed as rndrcatrve of amounts to be rncluded 1n

procecdlngs for the dctermrnatron of Just and reasonable rates.\

I IS ORDERED that:

l. California Water Service Ccmpany may execute andy Lo
delivex a Supplemental Mortgage of Chattels and Trust Indenturezi...
(Seventeenth Supplemental Indenture) 1n the same rorm, or rn L
substantrally the same form, as that rrled in thxs proceedrng
as Exhrb;t D as amended by Exhrbrt E

2. On or after the effective datc heroof and on oxr
before Septembex 30, 1968, Calrfornra Water Serv;ce Company mayild.
issue and sell not exceedrng $z,soo 000 prrncrpal amount of 1ts¥;“

. First Mortgage 6-3/4A‘Bonds, Serles L, at not lcss than thelr "
prrncrpal amount plus accrued 1neerest, and shall use che"_
proceeds, other than accrued Lnterest, for- the purposcs set h ‘
forth in the applrcatron. The. accrued rntcrest may be used forf,?ﬁ‘f‘

said purposes or £or general corporate purposes.;
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3. California Water Sexvice Company shall 4.:.le w:.th
the Commn.ss.x.on a report, or rcpori.s, as rcqun.red 'by Gencral |
Order No. 24-B, wh:.ch order,‘ :.n o.t.a.r as appl:.cable, a.s hereby
made a part of this order. | | | o

4. Th:.s order shall become e;fect:.ve when Cal:.:..orm.a
Water Service COmpa.ny has paid the fee prescnbed by Scct:.on
1904 (b) of the Publ:.c Ut:.l:.t:.cs Code, wh:.ch fee is $1 750._ ,

Dated at ‘ mw ; Cal:.;.orm.a,
day of MARCH | “ . 1968 ‘

~Frosident

.a%//,,,m 4, B!

Commissioner Peter E. Mitcholl boing

necessarily abscot. did not particmpm.al‘_" DR
i tho d:l..,posiuon or thi... procoeding_




