Decision No. 78400 | @ RD @BN A& _f
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE SQATB OP‘CALIFORNIA"

Ig the Matter of the Application
o

Application No. 5243)
Filed February 4, 1971‘

CALIFORNIA WATER SERVICE COMPANY,
a corporation,

for an ordexr authorizing it to
issue an additional amount of ;ts
Flrst Mortgage Bonds :

oPINION

California Waterx Serviée-Company requests an brder of
. the Commission authorizing it to issue and sell $3,000,000
principal amount of its bonds, and to execute and deiiﬁét;a“
'supplemental indenture.

Applicant is a California corporation ehgaged‘in‘the
business of supplying and distributing watérvfor‘dome$££é:and |
industrial purposes in various localities in Califoxnia. For
the year 1970, the company reporis total operating revehues’and‘
net income amounting to $27,200,251 and $3,874,877, respéctively;\

The companY's reporited net utility plant, afte: dedﬁ¢tQ‘ 

ing depreciation and amorxtization reserves, amounted to -

$100,273,266 at December 31, 1970.  The utility's capital ratios

as of such date, aftexr giving effect to the-prbposcd $3,000,000

bornd issue, as set forth in the application, are as Zollows:
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First mortgage bonds 53.4%
Preferred stock 4.1
Common stock (including all .
surplus) 42.5
Total | . 100.

The application shows that on December 3L, 1970, the
company had outstanding $2,000,000 of short-temm loans~incu::éd
for construction purposes, and that applicant's unfinanced capital
expenditures totaled $34,873,722 as of such date.

The proposed bond issue will be designated First

Mortgage 9-1/4% Bonds, Series O, and will be Seéured'by:an exist—-

ing Mortgage of Chattels and Trust Indenture as herctoforé supp1ef'
mented and as further supplemented by 2 proposed Twenticth | 7
Supplenental Indenture. The bonds wmll be dated November 1, 1970/
will mature November 1, 2000, and wmll be redeemablc at- the
conmpany's option at an initial redemption przce-of lOQ.-S/’of‘

the principal amount thereof plus accrued Lnterest, and thcreafter‘
at annuwally reducing preniums. Howcver, the bonds wxll be’ subgect
to 2 ten-year restricted redemption provision.

The company has tentative commitments to sell the new
bonds to two institutional investors at a price equal to 100% of
their principal amount plus accrued interest, the latter to be
deducted from the first payment of interest. The utility proposesl
to apply the gross procecds((éxclusive of accrued intereéty to . |
defraying the expenses of the issuance aﬁd sale‘of said bonds, to
repaying short-term loans for construction, and to reambursxng 1t§
treasury for capital expendxtqres. Applxcant proposeg to pay
Dean Witter & Co. Incorporated a commission estimated not to.

exceed $15,000 for services in negotiating the sale of the bonds. -
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After consideration the Commission finds that:
The proposed bond issue is for proper purposcs.

Applicant has need for external funds for the
purposes set forth in the applxcatxon.

Applicant would be regquired to pay interest

at 2 lower rate than it would in the absence

of the proposed restricted redemption provision.
The proposed interest rate is reasonable for 2
private placement in the light of market conditions
prevailing at the time of negotiation.

The proposed Twenticth Supplemental Indenture wculd
not be adverse to the public interest.

The momey, property or laboxr to be procurcd ox paid
for by the issue of the bonds herein authorized is
reasonably required for the purposes specified herein,

which purposes, except as othexwise authorized f£ox
accrued 1nterest, are not, in whole or in part,

reasonably chargeable to operating expenses ox’
to income.

on the basis of the foregoing findings we concluae that
the application should be granteé. A publiC‘hearing is notlnéées-
sary. The authorization hercin granted is for the purpose of fhis
proceeding only, and is not to be construed as lndxcatxve of amounts

to be included in proceedxngs for the determxndtxon of Just andﬁ

reasondble rates.

IT IS ORDERED that-
1. cCaliformia Water Service Company may execute and
deliver a Supplemental Mortgage of Chattels and Trust Indenture

(Twentieth Supplemental Indenture) in the same form, or i#'sub4 }“

stantially the same form, as that f£iled invﬁhiS‘proceeding as

Exhibit D. ' '
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2. On or after the cffective daﬁe hezeof and on or
before April 30, 1971, California Watef Sexrvice C6mpany may
issue and sell, at private sale, not exceeding $3,000;000
aggregate principal amount of its First Morﬁgage.QFl/ﬂ%r
Bonds, Series O, at a price of not less than the brihéipal'
amount thereof plus accrued interest to the date of'issuance
(to be deducted from the first payment of intexest).

3. California Water Service COmpany‘shgll use
the proceedsof the issuance and sale of said bonds for the

purposes set forth in the application.

4. California Water Sexvice Company shall file with

the Commission a report, or reports, as required by General
oxder No. 24-B, which order, insofar as applicable{lis,heteby 
‘ nmade a part of this order.
5. This orxder shall become effective when Calmfornza
Water Serxvice cOmpany has paid the fee prescrxbcd by Section
1904 (b) of tho Public Utilities Code, which fee—ls $4, 000.

Dated 2t - San Francisco A;,.Calzfornlu; this’
t  MARCH ‘ |

4 19710

ST T 1 T Cormissioners
MAR 3-1971 ) | o
Commissioner Williom Symens, Jr., being
pecessarily absent, did not participate
in the dispositiqn-ot thisrproqoodins.v

—4-
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COMMISSIONER HOLMES, Concurring:

While I concur in the foregoing decision, I feel that the
Commission must give due consideration to bond interést rates,
both on a bid and on a negotiated basis.

The bond issue authdrized herein and also by Deéisionr'
No. 78358 (Appl. No. 52407, San Jose Water works) are for $3 M;llxon,"
the maximum amount issuable: wmﬁhout Commission exemption from ;ts
cowpetitive bidding rule (D-38614, C~476l1, as ;mended-in 1954
by D-49941). | |

I would agree that dué to the abnormalif high bond*marketr
and the tight money supply of the last two years any commitment,
aimost without regaxd to terms and rates, was desiréblé. chever;
the Commission's attitude toward bond rates should be flexible and
should adjust with the money market whzch‘dxctates the cost of
financing. |

One of the cbligations imposed upon the Commission is
that it does not saddle future consumers with‘undulyVhigh interest
rates. Cost and availability of money should be carefully considéred.
in deciding whether to authorize exemptions from the coﬁpetitivé

bidding rule. I feel that my views should be publicly expressed for

the benefit of future issuers, future bond purchasers, and-the'pubiié‘

in general.

Commxss;oner
Dated at San Francisco, California,

March 2, 1971




