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ORIGINAL 
Decision No. 75199 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIZO~~~A 

Application of CALIFORNIA CITIES ) 
'i"iA'XER COMPANY, a California ) 
corporation, for authority to ) 
issuc and sell $500,OOO.principa1 ) 
~nount of First Mortgagc Bonds, ) 
t4:> issue 5,000 shares o~ Preferred ) 
S~:ocl~, Par Valuo $100 per share, ) 
and ~o issue short-ter.m promissory ) 
notes. ) 

) 

Application No. 5071l 
~ilea November 27, 195C 

and Amendment 
Filed December 23, 1963 

This is an application for an order of the commission 

aU'::horizing California Ci·ties Water Company to execute and 

deliver a supplemental indenture, to issue and sell $500,000 

principal amount oi bonds and $500,000 par value of preferred 

st~c, and to issue notes and refundin~ notes in a total amount 

outstanding at anyone time of not exceeding $1,500,000. 

Applicant is a California corporation operating as 

a public utility water company in the Counties of Los Angeles, 

Orange and San Bernardino. As of June 30, 1968, it reports a 

tote! of 8,321 service connections. 

The utility p~oposes to issue ancl sell to Pacific 

I.1utual Life Insurance Company $500,000 aggregate princip.,.l amount 

of First Mortgage Bonds, 7-1/~~, Series S, and 5,000 shares of 

7-l/~~ cumUlative preferred stock of the par value of $100 per 

share aggregatin9 $500,000. The selling price is par, plus 

accrued interest or aividcnds, if ~y, as the case may be. 
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The bonds will be secured by an existing indenture 

as supplcmcn'ccd by a proposed First Supplemental Indenturo, 

will mature December 1, 199$, and will be sUbject to optional 

redemption prior to December 1, 1969, at a premium of 7.50% of 

tho principal <!Imount, together with accrued interest, and 

thereafter at annually reducing premiUl'ns. However, prior ';:0 

December 1, 1978, tho bonds may not be redeemed, directly or 

indirectly, out of the prococds of, or in anticipation of the 

creation of indebt~dness of applic<lnt for borrowed money havin9 

an in'i:ercst rate or effective intorest cos't to the company 0:1: 

less than 7 -l/~" per annum. 

The preferred stock will be redeemable at prices per 

sh~ro. plus an ~ount of c~sh equal to accrued and unpaia dividends, 

o~ $107.50 prior to Decembor 1, 1973, $lOS.67 theroafter to 

December 1, 1979, $103.S3 thereafter to Docember 1, 1983, and 

$102 thereafter. Prior to Dccomber 1, 1970, such stock will be 

sUbject to a redemption restriction similar to that applicable 

to the proposod bond issue. 

With respect to the restric'ced redemption provisions, 

applicant has submitted a letter from ~'nith, Barney & Co_, dated 

December 6, 1968, a copy of which is filed in this proceeain9 as 

E..~ibi'i:. F. It appears that. wi'l:hout the 'cen years of nonre~Ul'ld .. 

ability the utility could not have obtained the ter.ms for tho 

proposed sales of bonds and preferred s'i:ocl~, which were found 

,to be the most favor;,hlc to:ans pocsiblo undor prcvailin9 marltot 

concitions. 
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For temporary financing extending over a period of 

three years, applicant proposes to issue ninety-day promissory 

notes and notos in renewal thereof for successive additional 

periods of ninety days_ After outstanding notes are refunded 

with funds obtained through additional bond issues or equity 

securities, the utility contemplates issuing new notes for new 

interim financing on the same basis. The notes will be in favor 

of Harris Trust and Savings Bank and the total amount outstanding 

at anyone time will not exceed $1,500,000. They will bear an 

intorest rate of not exceeding 3/4% per annum above the prime 

rate in effect at the t~e of issue. 

The net proceeds of tho proposed bond and preferred 

stock issues will be used to repay, in part, a $1,244,000 indebt

edness represented by a note issued on September 27, 1968, in 

favor of Harris Trust and Savings Batik, which applicant issued to 

consolidate and renew previously outstanding notes. The utility 

reports that of said $1,244,000 it used $871,000 to finance new 

construction, $13,600 for materials and supplies, and the balance 

for increasing working capital_ Proceeds of the proposod new 

short-term notes and renewals will be used for repaying the balance 

of the $1,244,000 note remaining after applying the net proceeds 

to be derived from the proposed bond and preferred stock issues, 

and to finance applicant's continuing construction program which 

is ~stimated to cost about $l,OOO,OOO in 1969. 

Applicant's capitalization ratios as of August 31, 1968, 

and giving effoct to the financing proposed h~rGin, arc reported 

as follOWS: 
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Long-term debt 
Advances for construction 
Preferred stock 
Common stock equity 

'rota 1 

AUgust 31, 1968 

26. SO"" 
23.3 

100 .. 0% 

Pro Forma 

30 .. 4% 
19.7 
7.7 

42.2 

100 .. 0% 

After consideration the CO~lmis3ion finds that: (1) 

the proposed issues of bonds, preferroo stoel: and notes are 

for proper purposes: (2) applicant will be requirod to pay 

interest and dividends at lower rates ~1an it would in ~G 

absence of the proposed restricted red~ption provisions; (3) 

the money, property or labor to 'be procured or paie for by the 

issue of the bonds, preferred stock ane notes herein authorized 

is reasonably required for the purposes specified herein: (4) 

suCh purposes, except as othorwise authorized for accrued 

interest, are not, in wholo or in part, reasonably chargeable 

to operating expenses or to income; and (5) the proposed 

documents will not be adverse to the public interest. A public 

hearing is not necessary. 

On the basis of the foregoing Zindings we conclude 

that the application, as amended, should be granted. In issuing 

our oreer herein, we place Olpplicant and i'i:s shareholders on 

notice that we do no't~ rogard tho nmnb~r of shares outstanding, 

the total par value of the shares nor the dividends paid as 

measuring tho return applicant should be allowed to earn on its 

investment. in plant, and that tho authoX'i=~tion heroin grllntod 

is not to be construoc'l as a finding of the value of ap?licant's 
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otod~ or propertios nor as indicative o~ amounts to be included 

in proeeedings for the determination of just and rea~onable rates. 

o R D E R _ ..... -.01111_~ 

IT IS ORDERED that: 

1. California Cities Water Company may execute and 

deliver a First Supplemental Indenture in the same form, or in 

substantially the same form, as that attached to the application 

as Exhibit c. 

2. California Cities water company may issue and sell 

not exceeding $500,000 aggrc9~te principal ~ount of its Fir~t 

I.1ortgage Bonds, 7-1/2%,. Series B, duo December 1, 1998, a'c no'c 

loss than the principal amount. 

3. California Cities Wa'ter Company, prior to June 30, 

1969, may issue and sell not exceeding 5,000 shares of its 

preferred stock bearing a 7-1/2% per annum dividend rate, a'i;. 

not less than their par value of $100 per share. 

4. From time to time prior to December 31, 1971, 

California Cities Water Company may issue ninety-day promissory 

not.es, and additional nincty-day refunding notcs, in a total 

amount outstanding of not exceeding $1,500,000 at anyone time, 

at an interest rate per annum up to 3/4% above prime banlt; rate 

quoted by Barris Trust and Savings Baru~ o~ Chicago, Illinois. 

5. California Cities Water Company shall use the 

proceeds from. the bonds, preferred stocl~ and notes herein 

authorized for the purposes specified in ·~c ap~lication as 

~cnded. Proceeds derived from accrued dividends may not be 
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uacd for purposes, in whole or in par'c, reasonably chargeablo 

'co operating expenses or 'co income. 

6. Cali~ornia Cities water Company shall file wi'i:l'l 

ti10 Commission a report, or reports, as required by General 

Order No. 2~-B, which order, insofar as applicable, is hereby 

~ade a part of this order. 

7. This order shall bocomc e~foctivc on the day of 

payment by California Cities Water COmpany of l~e fee prescribed 

by Section 1904 (b) of the Public utili'cies Code, or on the day 

of filing wi~ the Commission of a certified copy of an appropriate 

~enc~ent to the company's Artieloo o~ Incorporation pertaining 

'co the preferred stoele, whichever day is later. 

Dated at _____ ~~Pffi~~~n~e~i~~o~----, Caliiornia, this / Lf. zA; , 
day oi' ___ .w.JAc.lN.:.::Uu;:A~RY.:..-____ -.J' 1969. 

COtan1.issl.oncrs 

Commicsioncr ____ TH==O~MAS~~M--O-~------

Pre~ent but not participating. 
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