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Decision No. 73794·. 
. ,'. . 

BEFORE '!'BE PUBLIC, UTILITIES COHMISSION OF THE,; STATE OF': CALIFORNIA ' 

In the Matter of tlle Application ) 
of ) 

CAUFORNIA WP..TER SERVICE COMPANY, :~~ 
a corporation, . ) ': 

) 
for an· order authorizing it to )" 
issUe an additional amount of ) 
i,ts First Mortgage'. Bonds. . ) , 

------------~----------------~) 

OPINION -------

Application "NO".' ,49997' 
FiledFeb~a:ry:.2;~,'196S;;,:'::' ' 

'. an'cl.;Amendmen't? .' . ." 
Filed February 1~;;!'96S':" . 

"'" .",', .. - ". . " 

\ "",'! 

In this application California Water scrv~ce.company 

seeks authorization from the Commission. toissuc' and:· sell 

$2,500,000 principal mnount of its bonds and to execute and-

" deliver a supplemental indenture .. 

Applicant is a California corporation engaged .. in '. the ' 
business of supplying and distributing water for domestic and 

industrial purposes in various localities in California~ For. ,: 

the year ended December 31, 1967, the company , reports, total 
. ~ . 

operating' revenues of' $2.1,.041, 042 'and, net income of' $3,11:4,0:20 .. , . 

The bala~'lcc· sheet,~ attached' 'to the' appJ.i,;;ation" as ' 

p~rt of Exhibit A, disclosos tha'c ,as· o~ Dee~cr 31;1,$)67:': .' .. 

applicant IS invest:ment "in net u~ility plant,,' ~fter~educ:ting, . 

depreciation and am~rtization' rescrves,~mount(xt to' . . ,. ". . .. . " '., ~, 

$88,011,474. 'The' <?orpora'tl,on" s capitalization percentage's 

on the balance sheet date,. excluding $2,.69G:t:085:of: contri-. 

butions in aid of construction and" adj~stedto:'givc c!fect 

to the" $2,500,000 bo:nd issue proposed h<?rein~. 'ar,ecomputed,' . 

as follows: 

- i 
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Long-te:r:m . debt . 
Advances for construction 
Preferred stock 
Common stock equity 

Total 

47% 
10 

4 
39 -
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:The application shows that outstandint;· short-term bank 

loans as of December 31, 1967, totaled $1,100,000,: which sum was' 
.' 

used to defray the cost of the company's construction program. • 
• 1 

According to applicant's estimates, gros'sconstruction expendi-, 

tu.res for utility plant, excluding projects to. be financed, by 
, . 

advances for construction, will amount to not less . than ..... 
, 

$5,551,004 for the year 1968.' Exhibit C, attached to: the' 

application" indicates that the utility's unre l.mbur sed net 

capital expenditures as of December3l:, 19&7 aggregated, :.' 

$27,274,072 .. 
' .. 

~e proposed bond issue will 'be .designated First, 
I . ' , 

Mortgage 6-l/4% Bonds, Series L,. and will be secured,by an . 
> • ", ' ""', • 

existing Mortgage of Chattels and Trust Indenture. as previously 

supplemented, and as further supplemented bya proposed 

Seventeenth SUpplemental Indenture.. '!'he bonds will mature 

November 1, 1997, and will, be redeemable at the company's 

option upon payment of an initial redemption price of ·10&.75~ 
" 

plus accrued interest, if redeemed during. the twelvemonths... . 

bcsi nning November 1, 1967 and there<lft~rat' annually, red~~irig 
, , . -,. . 

premiums • However, redemption may not be madepr:Lor to" lI-larch l, . 
'.. t· " . 

197$, through the use of funds. bor.rowed at. an effectiv:e.· net-;. 
• ,J • 

interest cost. of less than 6,-3/4% per' annum. 
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In urging ~ seven-year restricted reClemptionp~ov:LsiOn, ", 

applicant cites its Series K bonds which are subject'to" a: ten-i· 

year restriction. "rhc utility reports that "it has made its own 

observations of the marketing of similar bonds,' by private 

placemcr.t and has recei veO advice from Dean Witter &- Co:. : ' 
, .' 'c', • 

pertaining to the advisability of a seven-year restriction. 

It appears that: Ca), it would be extremely difficult 'f,or appli-
.'\ """ ",: " ' , 

cant to sell the pro po sod bonds in :l private placementwithollt 
, " 

seven-year refunding protection and (bl the inclusion'of seven-' 

year rofunding prot¢ctio~ lowers tho" interest ratebel~w that 
,),' ',' 

, '. ' 

which would be required for a shorter perl-od of':refu.ndin9'·"~h' 
,. _.' ,I •• , • 

protection. 
. ,,',' . 

The company plans to sell the $.2,500,000'0£ new', bonds : 
J ,," • ",' 

to three institutional investors at' their principal'" amount, plus' 

acerued interest. The proceeds to' be derived '" from dthe' sale', " 
.. . . . ~. , . . . . 

exclusive of accrued interest, will be usedte>repay:outstanding 
, " .. ," 

short-tex:m bank loans 'and, to, reimburse al'plicant'~s,t:reasury::, ' ' 

The Commission has considered this matter and,fin.ds· 
't' 

that: (1) the proposed bond issue is for properpurposes,i', 

(2) applicant has need f~ funds from external 's~urces, for, ,the 

purposes set forth in, the, application:-(3-) applieant':'wi.!!', be' 
to' ", ," 

required to pay interest at a lower ~ate than·it'wouldi~. the 

absence of the proposed restricted 'redemption provision: (4):' 
.' , , 

the proposed Seventeonth supplementa: Irider;.turc. ,w5:li:.n6tbe, ' , 
. ."..} 

adverse to ·the public interesti . (5) themoney;~rope';:ti'~~ 
'" • • " • "" < '."' 

labor to be procured' or paid for by the issue:of"'thebon,ds', 

. .' . . 
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herein authorizcd is reasonably required for tho. pUrp<?sos "spocified 

herein. and (6) such purposes,. except, as otherwise. 'authorizod for' 

accrued interest,. are not', in whole or in part" ,reasonably 

cbargeable to operating expenses or to income. 

On tho basis of tho foregoi:ng findings ~ we- conclude, that. 

the application, as amended,. should.bc' ~anted.' The.authorizat~oii 

herein granted is :for the purpose' of. this proceeding o~ly andis," 

not to be construed as indicative of amounts to beincl:uded;'in' 
< '. ' " 

proc::ecdings for the determination. of just andreasori~lc' ~a~es:." 

IX IS ORDERED that: 

1. California Water Service companyrria~texccuteand' 

deliver a Supplomental" Mortgage of Chattels and Trust 'Indenture' 

(Seventeenth Supplemental Indenture) in the same fo:r:m,. or in 

substantially the same form, as that filed in this, proeeeding- '. 

as Exhibit D as amended by EXhibit E~ 

2. On or after the ef:Zectivc date hereof ana on,or 

before September 30, 1968, california Water Service Company may 

issue and sell not exceeding 
i 

First Mortgage 6-3/4% Bond:s, 
I 
I 

$2,.500,000 principal amoun:tofits 
, . ' 

,:,' , 

Series L, . at not lesst.h.an'i,th~ir 
, ~ . 

principal amount' plus aecr1~ed interest,. and shall use the 

proceeas" other than accrued interest, for . the purposes set 

forth in the application;. 'l'he accrued interest maybclus~d . for 

said p~ses or for 90neral cor,poratc purposes. 
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3. california Water Service Company' shall" ·~ile_·. with 

the Commission a report, or reports,. as required: by"General 
I'. . 

Order No. 24-B., which order, insofar as applicable~:is hereb~ -

made a part of this order. 

4.- 1'his order shall become effective:· when California'· 
.' 

't'Tater Service Company has paid the fee prescribed by Section· 
. , . 

1904 (b) of tho Public Utilities Code-,' which fee, is $i/7S0~ 

t:his 

Dated at _____ ;::c§an=. .... lI'ran ..... QjckmlllDolw.... ___ --', california, 

A'; MARCH: j -- day of _____ ~~.:!.:. _____ ,' 1965~ 

.-',', f .' 

CotmD.1$s1one~ Pete~ E. ,M1t<:hOll,~.b~1tig: ...... ' 
neeessro-1ly .abse%'lt:. d.1d'%wtpart1e1~at~.' 
1n the-41spos1 t.1onot" t.h1sproec'od1ng:,": 

, ' I ". ,.'i '" .," ,:1' 

,. ,-

1,/'-' 

. ~,' , .. 
. " 

-",'r 

- 5 -


