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Decision No. :2’22; 9

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of

CALIFORNIA WATER S:RVICE COMPANY,

2 corporation, Application No. 51859

Filed April 30, 1970
for an order authorizing it to issue

an additional amount of its First
Mortgage Bonds.

In the Matter of the Application of

CALIFORNIA WATER SERVICE COMPANY,
a corporation,

for an order authorizing it to Application No. 51860
purchase all the outstanding shares Filed april 30, 1970
of Common (oxr Class B) Stock and all

the outstanding shares of 3% Junior

Preferred Stock of Paleos Verdes Water

Company, a public utility water

corporation. ‘

California Water Service Company secks authority to
execute and deliver a suppleﬁental indenture, to issue and
sell. $3,000,000 prinecipal amovat of its bonds, and to purchase
and acquire all the outstanding shares of common stock and junior

preferred stock of Palos Verdes Water Company.
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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 1969, the company reports total operating revenues and net
income amounting to $25,766,824 and $4,104,919, respectively.

Palos Verdes Water Company is a Califoxrnia corporation
engaged as a public utility distributing water to appro#imately
17,000 customers located in a portion of Los Angeles County

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

reported asscts and liabilities at December 31, 1969, are

summarized as follows::
Assets

Utility plant less reserve for depreciation $12,491,334

Othor assots

Total

Liabilities

Common stock

Junior preferred stock

Other preferred stock

Capital stock expense

Capital surplus

Earned surplus

Contributions in aid of construction
Long~term debt

Advances for construction

Other liabilities

678,293

13,169,627

$ 1,036,640
94,400

263,540

(9,902)
79,009
469,907
5,069,000
3,404,7.8
1,185,317

$13,169,627
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The outstanding shares of capital stock of Palos Verdes

Water Company consist of the following:

Numbex Aggregate
Deseripktion of Shares Par Value Par Value

Class A Preferred, 5-1/2% 2,768 $ 20 $ 55,360
Parity Preferred, 5-1/2% 1,800 100 180,000
Special Preferred, 5-1/2% 1,409 20 28,180
Junior Preferred, 3% 44 100 24,400
Class B Common 51,832 20 1,036,640
Great Lakes Carbon Corporation, a Delaware corporation,
holds all the 51,832 and S{4 outstanding shares of common and
junior preferred stock, respectively, of Palos Verdes Water

Company. According to an agreement dated April 13, 1970, applicant

proposes to purchase from Great Lakes Carbon Corporation all of

said shares of common and junior preferred stock for $3,00Q,OOO

Applicant proposes to sell $3,000,000 of its First

Mortgage 9-1/4% Bonds, Scries N, at 100% of their principal amount
plus acerued interest. The company intends to use the proceeds
(exclusive of accrued interest to be used for general corporate
purposecs) to reimburse its treasury for capital expenditures, after
which applicant would consummate the purchase of said stock of
Palos Vexdes Water Company by 2 cash payment of $3,000,000.

| The proposed bond issue will be sccured by an existing

Mortgage of Chattels and Trust Indenture as previously supplemented,
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and as further supplemented by a proposed Ninetcenth Supplemental
Indenture. The bonds will be dated May 1, 1970, will mature
Novembex 1, 2000, and will be redeemable at the company's option
at an initial redemption price of 109.25% plus acerued interest,
and thereafter at annually reducing premiums. However, the bonds
will not be redeemable prior to May 1, 1980, through the use of
borrowed funds having an effective net interest cost to the utility
of less than ©-1/4% pexr annum.

As Jjustification for the restricted redemption provisién,

applicant cites its recent issue of First Mortgage 9-1/2% Bonds, .

Series M, which are subject to ten-year refunding protéction.

Based upon the company's observations of the marketing by private
placement of bonds similar to those of the utility, as well as
the experience and advice of Dean Witter & Co. Incorporated,
applicant states upon information and belief, the following:

"(a) that it would have been extremely
difficult o sell the Bonds in a private
placement without ten-year refunding pro-—
tection, and

"(b) that the inclusion of ten-year
refunding protection tended to lower the
interest rate from what the Bonds would
have had to bear in the present market if
s0ld with a shorter period of refunding
protection.”

The utility intends to sell the new bonds to Teachers

Retirement Board of Ohio, State of California Public Employeces'’
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Retirement System and State of California State Teachers'

Retirement System in principal amounts of $1,000,000 to cach.
Applicant's reported net utility plant, after deducting

depreciation and amortization reserves, amounted to $97,758,717

at March 31, 1970. The corporation's capitalization percentages

on said date, adjusted to give effect to a recent $2,500,000 bond
issue and to the proposed $3,000,000 bond issue, are repoxrted as

follows:

Long-texrm debt
Preferred stock 4
common stock eguity 43

Total 100%

According to Exhibit €, attached to Application No. 51859,
the pro forma balance of applicant's wnreimbursed expenditures,
after deducting $2,500,000 proceeds derived from its Series M
bonds, aggregated $33,361,108 as of December 31, 1969.

After consideration the Commission finds that:

1. cCalifornia Water Service Company and Palos

Verdes Watex Company are public utility
watexr corporations subject to the juris-

diction of this Commission.

The $3,000,000 purchase price pertaining
o said common and junior preferred stock
is reasonable.
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The purchase and acguisition of all the
outstanding common and junior preferred
stock of Palos Verdes Waker Company by
California wWater Sexvice Company would
not be adversce te the public intercest.

The proposed bond issue iz for proper
purposes.

Applicant has nced for funds £rom
external sources for the purposes set
forth in these proceedings.

Applicant will be reguired to pay
interest at a lower rate than it would

in the absence of the proposed restricted
redenmption provision.

The proposed Nincteenth Supplemental
Indenture would not be adverse to the
public interest.

The money, property or labor o be
procured or paid for by the issuc of the
bonds herein authorized is roasonably
reguired for the purposces specified
herein, which purposes, except 2as
otherwise authorized for acerucd interest,
are not, in whole or in part, reasondbly
chargeable to operating expenses or o
income.

On the basis of the foregoing £indings we conclude that
the applications should be granted. A public hearing is not
necessary. The action taken herein is for the purpose of these
proceedings only, and is not to he construed as indicative of

anounts to be included in proccedingsz for the determination of

just and reasonable rates, nor as a finding of the value of any

of ‘the outstanding shares of capital stock of Palos Verdes Water

Company.
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IT I5 ORDERED that:

l. California Water Service Company may cxecute and
deliver a Supplemental Mortgage of Chattels and Trust Indenture
(Nineteenth Supplemental Indenture) in the same form, Or in
substantially the same form, as that attached to Application
No. 51859 as Exhibit E.

2. California Water Scrvice Company maj issue and sell,
at private sale, not exceeding $3,000,000 aggregate principal
amount of its First Mortgage 9-1/4% Bonds, Series N, at a price
of not less than their principal amount plus aceruwed interest,
and shall use the proceeds for the purposes scet forth in these
proceedings.

3. California Water Service Company may purchase and
acquire all the outstanding shares of common and junior preferred
stock of Palos Verdes Water Company in accordance with the terms
and provisions of a Stock Purchase Agreement dated April 13, 1970,
a copy of which is attached to Application No. 51860 as Exhibit A.

4., California Water Service Company shall file with the

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

No. 24«~B, which order, insofax as applicable, is hereby made a

part of this order.
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5. This order shall become effective when California

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

of the Public Utilities Code, which f£ee is $4,000. Any authority‘

herein granted and not cxercised will expire on September 30, 1970.

Dated at San_Praneincg—— , California,

this /W“day of . 170,

Commissioners
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