
neeision No. __ 7&.,;6~9w..:;:wZ4~.~_ @·~~~llii!t 
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFOPNIA. 

In the Mat'cer of the Application of ) 
) 

CALIFORNIA WATER SERVICE COMPANY, ) 
a corpora'cion, ) 

) 
for an order authorizing it to ) 
issue an add.i:tional amount of its ) 
First Mortgage Bonds ) 

) 

OPINION --------

Application No.. 51713 
Filed- February 1S, 1970 

California Water Service Company requests an order of the 

Commission au't:horizl.ng it 'co issue and sell $2,500-,000 principal 

amoun't of its bonds, and 'co execu'te and deliver a supp1emen'cal 

indenture. 

Applicant is a california corpora'cion engaged in the 

business of supplying and dis'cributing water for domestic and-

indus·trial purposes in various loca1i'cies in C<llifornia. For the 

year 1965 .. 'the company reports 'cotal operating rcvenu9s and net 

income amoun'ting to $25, 766, S2<!. and $4,104, 919,. respec-ti vclj:" • 

The company I s reported nct u-ti1i'ty plan'c, af'ter deducting 

depreciation and. arnor·t.iz~:tion reserves, amounted to $97,.124,549 

a'c December 31, 1969. As co::\pu'c¢d fro:n. a portion of ~h::'j:)i't A,' 

at'cached -to 'the applica:cion, 'the corpora'cion l s capi-calization' ~ 
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percen'l:ages on said da.'te,. excluding $3,145,774 of contribu,tions in 

aid of cons'truetion and adj us ted to give effect 'tOe 'the proposed 

$2,500,000 bond issue, are as follows: 

Long-term deb'l:. 
Advances for construction 
Preferred stock 
Common s'toek equi'cy 

To'cal 

46% 
10 

4 
40 -

'I'he application shows tha't. as of December 31,1969, 'the 

company' S ou'tstanaing shor't-term bank loans amounted 'to' $2,500,000. 

The utility's budget for gross utility plant expendi'tures, excluding· 

projects to be coverod hy advances for cons'truc'tion, to'tals 

$4,411,159 according 'to Exhibit :s., attached to the applica'tiorL. 

The company's unreimbursed expenditures a:1: December 31, 1969, 

amounted 'to $35,861,108 as calculated in Exhibit C, a'i:';';acl'lcd to 'the 

application. 

The proposed bond issue will be designa'ted as FirS'1: 

Mortgage 9-l/~1o Bonds, Series M, and will be sec~red by an exicting 

Mortgage of Cha'ttels and Trust Indcn-ture as previously supplemented, 

and as further supplemented by a proposed Eighteen'th S'Uppl~:nen'tal 

Indenture. The bonds will be dated November 1, 1969, wil::' ::.a'ture 

November 1, 1999, and will be redeemable a't the company's o?tion 

at an initial re<iemp'cion price of 109.5% plus accrued interes't, 

and thereafter a't annually reducin9' premiums. However, the bonds 

will not be redeemable prior to November 1, lS79, 'throu~h '~e use 
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of borrowed funds having an effcc'ti ve ne't intercs't cos't: to the 

utility of less than S-l/~~ per annum. 

As justificiltion for the ten-year restric,t:cd redemption 

provision, applicant cites i'ts Firs't Mor'tgage 6-1/4% Bonds, 

Series 1<:, which are subjec't 'to ten-year refunding protec'tion. 

Based upon the compa.ay·s observa'tions of the marketing by private 

placement of bonds similar to 'those of 'the utili,ty, as well as the 

experience and advice of De~n ~1it'ter & Co. Incorporated, applican't 

states upon information and belief, the following: 

"(1) that it would have been extremely 
difficult 't:o sell the Series M Bonds in a 
private placement withoU't ·ten-year refunding 
protection, and 

"(2) 'Cha:t: ,tho inclusion of ten-year 
refunding protec'tion tended. to lower 'the 
interest rate from what 'the Series M Bonds 
would have had to bear. in the present marke't 
if sold wi'th a shorter period of refunding 
protec:,t:ion. " 

'rhe utility in'tends to sell the new bonds at 100% of 

their principal amount plus accrued in'terest" to Aid Associa'tion 

for Lutherans and The Teachers Re't:iremen't: Board of Ohio in 

principal amounts of $1,000,000 and $1,500,000, respeC'tive1y. 

The proceeds, exclusive of accrued in'cerest,. wo.\.\ld be .used for 

repaying short-'t:arm bank loans and for reimbursing applicant's 

treasury. 
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A£ter considera'tion tlle commission finds 'that: 

1. The proposed bond issue is for proper 
purposes. 

2. Applican't has need for funds from external 
sources for the purposes set for~ in '~e 
application. 

3. Applicant will be required 'to pay in'terest at 
a lower rate 'than i't would in 'the absence of 
the proposed restric,ted redemp'!:ion provision'" 

~. 'the proposed Ei~h'teenth Supplemental 
Indenture would not be adverse ,t~ the 
pl:blic in'teres!:. 

5. The money, property or labor 'to be procured 
or paid for by '!:he issue of the bonds herein 
au~orized is rea$onably req~ired for t~e 
p'\!~oses specified. her~itl, which purpoc~s, 
exeep't as o'therwise authorized for acc=ued 
in'teres't, are no't,. in whole or in part, 
reasonably chargeable to operating expenses 
or to ineome. 

On 'the basis of the foregoing findings we conclude 'I:lla't 

the applica~ion should be granted. A public hearing is not 

necessary. The aU't:horiza'tion herein gran'ted is for 'the p~rpose of 

this proceeding only and is not to 'be con:3trued as indicative of 

aItounts to be included in proceedings for the de'termination of 

just and reasonable rates. 
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IT IS ORDERED tha'c: 

1. california water Service Company may execute and 

deliver a Supplemental Mortgage of Chattels and ~rust Indenture 

(Eighteenth Supplemental Indenture) in the same form, or in 

s~stantially 'the same form,. as 'that filed in this proeeeding as . 

ExhiJ:>it D. 

2. On or after the effec't:ive da't:.e hereof and on or before 

June 30, ~970, california Wa'l:er Service Company may. issue and sell, 

at private sale, no'l: exceeding $2,500,000 ag9'r~ate prineipal 

amoun'c of its First Mortgage 9-1/2% Bonas, Series N, at a price of 

not less than their principal amoun'c plus aecrued in'terest, a.nd shall, 

use the proceeds, o'ther than accrued ,in'teres:!:., for 'cl'le purposes. ':::C'l: 

fo~ in the application. ~he accrued interest maybe used for said 

purpos~s or for general corporate purposes. 

3. California Water Service Company shall file with the 

Commission a report, or reports, a~ required by General Order 

No. 24-B, which order, insofar as applicable, is hereby made a part 

of this order. 
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~. This order shall become effective when California 

Water Service Company has paid the fee prescribed by Section 1904 ('b) 

of the Public 'O"t.ilitie:; Codc# which fae is $3,500. 

Datec"! at ________ ..;.Sa.: __ %l_Frn:~n;;.c;;;;;ise=o ___ , California, 

this /.1ti day of _______ .;.....M_A_ti...;{;_·H ___ , __ , 1970. 
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