
EN 

Decision No. 7'2219 

BEFORE THE PUBLIC ~ILI~IES COMMISSION OF THE STATE OF CALIFORNXA 

In the Mat'cer of the ]\pplication of 

CALIFORNIA WATER S::!RVICE COMPANY, 
a corpora'cion, 

for an order authorizi~g it ,to issue 
an additional an:.ount of its Firs'c 
Mor'cgagc Bonds .. 

) 
) 
) 
) 
) 
) 
) 
) 

-------------------------------) 
In the Ma't:ter of 'che Application of 

CALIFORNIA WA~ER SERVICE COMPANY, 
a corporation, 

) 
) 
) 
) 
) 
) 

for an order au'chorizing it to ) 
purchase all the ou'!:s'canding shares ) 
of Common (or Class B) Stock and all ) 
the outstanding shares of 3% Junior ) 
Preferred Scock of Palos Verdes Water ) 
Company, a public u'tili,ty wa'cer ) 
corpor~tion. ) 

-----------------------------, 

OPINION 
~--- ....... -..~ 

Application No. 51859 
Filed April 30, 1970 

Application No. "51860 
Filed April 30, 1970 

California Water Service Company seeks authority to 

execute and deliver a supplemen't:al indenture,. '1:0 issue and 

sell $3,000,000 principal amourr!: of i'l:s bonds, and 'to purch<l~c 

and acquire all the ou'tstanding shares of common stock and junior 

preferred stock of Palos Verdes Tt1ater Company. 
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Applican't is a California corpora:l::.i.on engaged in the 

business of supplying and distributing wZI.'ter for domestic and 

industrial purposes in various loca1i'I:ies in California. For 'the 

year 1969, the company reports total operating revenues and net 

income amounting to $25,766,824 ana $4,104,919, respec:tively. 

Palos Verdes Water Company is a California corporation 

engagcd as a public u'tili ty distributing wa'ter 'to approximately 

17,000 customers loca:l:ca in Ol per'l:ion of Los Angcles Coun'ty 

contiquous to applicant's Hermosa-Redondo service area. Its 

reported a:;;SC'I:S and liabili'ties at December 31, 1969, arc 

s\mImarizea as follows:'. 

Utility ~1ant less reserve for depreciation 
Ot!1.cr as~c'l:s 

Liabili,ties 

Common S'l:ocl~ 

Junior preferred stock 
Other preferred stock 
Capi tal s'tock expense 
Capi'l:al surplus 
Earned surplus 

Total 

Con'l:ributions in aid of cons'truction 
Lonq-term deb'l: 
Advances for cons'true'cion 
Other liabilities 

To'tal 
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$12,491,334 
678,293 

$13,169,627 

$ 1,036,640 
94,400 

263,540 '/' 
(9,902) . 
79,.009 

1,576,99S 
469,907 

5,06-9,000 
3,404,7::'8 
1,185~317 
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The outs'tanding sbares of capital s'tock of Palos Verdes 

Water Company consist of the following: 

Number Aggre9'''':te 
Descrip't:.ion of Share::; Par Value Par Value 

Cla=~ A Preferred, 5-1/Z'~ 2,768 $ 20 $ 55,360 
Pari·ty Preferred, 5-1/2% 1,800 100 180,000 
Special Preferrea, 5-1/2% 1,409 20 2S,laO 
Junior Preferred, 3% 944 100 94,400 . 
class B Common 51,832 20 1,036,640 

Great Lakes Carbon Corpora't:.ion, a Delaware corporation, 

holds all -the 51,832 and 944 outstanding shares of eommon and 

junior preferred s·toel~, respec'tive1y, of palos Verdes wa·ter 

Compo.ny.. Aceorc1ing -to an a9rcemen't dated April 13, 1970, appliean't: 

proposes 'to purchase from GrcZI:t La1ccs Carbon Corporation all of 

said shares of common and junior preferred stock for $3,000,000 
I , 

cash. 

Applican·t proposes to sell $3,000,000 of its Firs'/: 

Mor't:9'age 9-1/4% Bonds, Series N, a't 100% of their principal amount 

plus accrued in'teres't.. The company in'tends 'to usc the proceeds 

(exclusive of accrued in't:crest 'to be used for general corporate 

purposes) to reimburse i'ts treasury for capi't:al expenditures, ai'tar 

which applican't: would consumra~:t:c 'tho purchase of said stoclt of 

Palos Verdes W~:t:er Company by a cash payrnen'c of $3,000,000. 

The proposed bond issue will be secured 'by an exis'cing 

Mor'l:gagc of Cha't:tels and. 'I'ru!jt Xnden'l:urc as previously supplemented, 
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and as further supplemented by a proposed Nineteenth Supplemcl.l'tal 

Indcn'curc.. The bonds will be datea May 1, 1970, will mature 

November 1, 2000, and will be redeemable ~.'I: 'the company's option 

at an initial redemp'cion price of 109.25% plus accrued interest, 

and thereafter at annually reducin~ premiums. However, the bonds 

will not be redeemable prior to May 1, 1980, through the use of 

borrowed funds having an effec'civc net in't:erest cost to tbe utility 

of less 'chan S-1/4% per annum. 

As justification for 'che restricted redemption provision, 

applicant cites i'!:s recent issue of First Mor'tgagc 9-l/2;C'~ Bonds, 

Series M, which are sUbject to ten-year refunding protection. 

Based upon the company' $ observations of the rnQrl<:cting by priv~:cc 

placement of bonds similar to those of the U'tili't:y, as well as 

'the experience and advice of Dean i'ri'c'tor & Co. Incorporated, 

applicant s't:ates upon informZl:tion and belief, the following: 

II (a) 'cha'!: i't would have been extremely 
difficult 'to sell 'the Bonds in a priva'te 
placcment wi,t.hou't ten-year refundin9' pro­
'cection, and 

1\ (b) 'tha't 'the inclusion of 'ten-year 
refunding pro'tec'cion 'tended 'co lower the 
in'ceres't: rate from what 'the Bonds would 
have had to :bear in 'chc prescn'c marko'c if 
sold with a sho~ccr period of refunding 
protection." 

The u'tili,ty in'tends 'co scll 'the new bonds 'co 'l'eachcr$ 

Ro'tiremcn't Board of Ohio, S't<l.te ():C C.;tlifornia Public Employees' 
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Rc,tirexnen't System anel Stz,.'t:e of Californio. S'ta'tc Teachers' 

Retirement System in principal amounts of $1,000,000 to each. 

Applican't • s reported net utili'l:y plan'l:, af'tor clecluc't.ing 

deprecia'tion and cuc.or'tization reserves, amounted to, $97,758,717 

at March 31, lS70. The corporation' s capi'calization percen'tages 

on said date, adjus'l:ed ,to sive cffec't ,to a rccen't $2,500,000 bond 

issue and to the proposed $3,000, 000 bond issue, are roper'ted as 

follows: 

Long-term deb'l: 
Preferred s'toe1~ 
Col'tlmon S'COCK equity 

To'cal 

53% 

'" 43 -

According' 'to Exhibit C, at'cached '1:0 Application No .. 51859, 

the pro fOrnlQ balance of applicZU'l,t;' s unreimburscd expenditures, 

~f'tcr deducting $2,500,000 proceeds derived from its Series 1-1 

bonds, a9gregated $33,361,l08 as of December 3l, 1969. 

Af'ter con3idcra:cion the Commission finds 'cha:t: 

1. C~lifornia Wa'ccr Service Company and Palos 
Verdes WClter Company arc public u't:i1i'cy 
wa·ter corpora't:i.ons $uj:)jec·t; to 'the juris­
diction of 'chis Commission. 

2. The $3,000,000 purchase price pertaining 
'to said common and junior preferred s'toe7( 
is rcasonaJ:>lc. 

- 5 -



A.S1S5S 
A.S1S60 :aN 

3. The purchase and acquisi'cion of all the 
ou'ts'tanQ.in~ conunon ~d junior preferred 
stock of Palos Verdes ~7Zl:l:cr Company by 
California Water Service Company would 
no'l: be adverse ,to the public interest. 

~. The proposed bond issue is for proper 
purpo~e:>. 

5. Applicant has need for funds from 
external sources for the purposes set 
for'th in these proceeding:; .. 

6. Applicant:. will be required to pay 
in'tercst a:t a lower rate than :i. t would 
in ,the ~$cnce of 'I:he proposed. res'tric·ted 
redemp'tion provision. 

7. The proposed Nine'teen't:h Supplemen·tal 
Inden't:.ure would no'c be ~dverse to ·the 
public in'ceres'c. 

s. The money, property or labor to be 
procured or paid for by 'the issue of 'the 
bonds herein authorized is reasonably 
required for the purposes specified 
herein, \'lhich purposes, exccp't as 
o'thcrwisc au'thorized for accrued in'teres'!:, 
are not, in whole or in part, reasonably 
chargeable 'to operating expe~es or 'to 
income. 

On '~e basi~ of 'the foregoing findings we conclude 'chat 

the applica'cions should be granted. A ptU::!lie hcarin9' is not 

necessary_ The ac·tion taJ~en herein is for the purpose of these 

proceedings only, ane ic no'!; 'co be constru~d as indic.:l:ci ve of 

arnoun'ts 'to be includod in proeccdinsr:,; for the dctermina:tion of 

jus'l: and rcaconable ra'cc$, nor as a find.ing of 'the value of any 

of '~he ou'cs'tanding :;harcs of c::l.pi,t:al stodt of Palos Verdes Water 

Company_ 
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IT IS ORDERED t.ha:t:: 

1. California W~ter Service comp~~y may execute and 

deli ver a Supplement.al Mortgage of Cha:I:'t:cls and TX'US'I: Inden'l:ure 

(Nineteen:c'h Supplemental Inden'l:ure) in 'che same form, or in 

substan't~ially 'the same form, as 'cha't: a:ctachcd '1:0 Application 

No. 51859 as Exh£bit. E. 

2. California Wa't:er Service Company rn<lY issue and sell, 

at: priva'te sale" not exceeding $3,000,,000 aggregate principal 

amount of i'\:s Firs'\: Mortgage 9-1/4% Bonds, Series N" a'l: a price 

of no'l: less than 'their principal amoun'c plus accrued in'tercst, 

and shall use the proceeds for the purposes sc't: .forth in '!:hese 

proceedings. 

3. California Wa:ter Service Company may purchase and 

acquire all the Ou'l:s'tanding shares of common ~nd junior preferred 

s·tock of Palos Verdes 'V1atcr Company in. accordance with the terms 

and provisions of a S't:ock Purchase Agrcemen'c dated April 13, 1970, 

a copy of which is a:t:tached 'co· Application No. 51860 as Exhibit A. 

4. California Water Service Company shall file wi'ch 'the 

Commission a report, or repor't:s, as required by General Order 

No. 24-B, which order., insofar as ap~lieable, is hereby made a 

part of this order. 
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s. This order shall become effec'cive when California 

, . 

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

of the Public Utili tics Code, which fee is $4,000. Any <:Luthori·ty . 

herein granted and nO'1: exercised will expire on Sep'cember 30, 1970. 

Dated a'l: -------....... ~~I..,I:lr&&eIAI'ft_-----, california, n ~ei8co 
this /J'Pr-day of _________ M:.::,:A:::.,Y,:..· _____ , lS70. 
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