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In the Mattcr ©0f the Applzcatzon of
- CALIFORNIA . WATER SERVICE COMPANY,
- a corxporation, for an oxdexr. (a)
- authorizing it to. issue and sell
- not: exccedzng '$26,000,000. principal
_amOUnt - of its First. Mortgage Bonds,
| Sexies! T, (k) exempting the issuance
-and sale of ‘said Series T Bonds from
. the compctzt;vc bidding rule set
~ forxth'in Decision No. 38614, as
. amended, ‘and - {¢).. author;zzng it to
execute and deliver .a’ Supplemental

Application No. 55560
(Filed Maxch 13, 1975)

'V;Indcnturc.v,j‘

McCutchen, Doyle, Brown & Enersen, by A. Crawford Greene,
-~ Jr., Attorncy at Law, for applicant.

SzdneyﬁJ. webb . £or the Commission staff

ngangg

, Caleornxa Water Servzcc Company sceks an ordcr granting
lzt an cxempt;on from thc Commission's competitive bidding zule, and

o .author121ng lt (a) o Lssue and sell not exceeding $26,000,000

~aggregatc prznczpal amount of its First Mortgage Bonds, Series T,
: and (b) to—executc and del;ver a Twenty-Fifth Supplemental Indenture.
After due notzcey a public hearing in the above-entztled
matter was held befo:e Examinex Tomita in San Franczsco on
E,Aprzl 7, 1975 at thc concluaxon of whzch the matter was taken :
M)under subm;ssxon. The Comm;SSLOﬂ has. recezved no- protests zn ’
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Appl;cant is a Cal;fornza corporation engaged in the
retazl water buszness in many localities from Chico in the north
to Palos verde Peninsula in the south. Foxr the year 1974, it

“i.rcports operat;ng Zevenues and net income in the respective

amounts of '$36, 963 113 and §5,122,984.

- The. company proposes to issue and sell not exceeding
$26 000 000 aggregate prxnczpal amount o< its bonds and to use
the net proceeds, exclusxve of accrued ;nterest which. would be

d used for work;ng capxtal (a) to. refund its outstanding First

f Mortgage BOnds, Serxes ¢, D and E, all bearing a November 1, 1975
j matur;ty date and aggreaatlng $20,838,000, (b)) to reimburse its
treasury for $1 148 500 expended to refund its First Mortgage
Bonds, Sermcs Q, whmch matured on February 1, 1975, and (c) to

‘"‘7‘re;mburse its trcasury for a port;on of moneys expended prior

to. December 31 1974 for cao;tal improvements. The new bonds
would be secured by an exzstrng indenture as heretofore
supplemented amonded and modified by twenty-four supplemental
;ndentures, and as fu_ther supplewcnted.by a proposed Twenty—?zfth
Supplemental Indenture. '

- f‘ Reported capxtalzzatzon ratios at December 31, 1974, and
as” adjusted to gmve effcct to the proposed $26,000, OOO bond issue,
L as set for th' in the applzcat;on, are as follows:

December,3l,
1974

First nortgage bOnds 53.6%
- Preferred stock 3.2
_ common - stock equ;ty 43.1

‘5r_.,.;r«;ﬂ,“¢n, Total 100.0%
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‘ Appl;cant proposee to sell the new bonds to a group of
‘*znvestment bankera hcaded by Dean Witter & Co. Incorpoxated Terms
to be ncgotzated include the . puxchase price of the Scxzea T bonds,
'hlntcrest rate, maturzty, qznkxng fund, call protectzon and form
g of Underwrzt:ng Agreement :

'_ The only'materzal issue for the cOmm;SSLQn to rcsolve
at this time is: whether or not the sale of the proposed ponds
, should be requzred to be through competitive bidding. In addition,
_aepl;cant specmflcally requests certain findings and authorxzat;ons

dee to the exmutcnce of the California Usury Law.
| " In aupport of zts request for exempt ion from compet;t1Ve

*flrbzddzng requxrements, applmcant states that it is not well known

to poten ial bmdders and that. it has had no exposure to the, public
undorwrmtzng ma:ket place since 1954 and cites the prevaxlzng

‘d_.uncerta_nty in the financial market. The record shows that
o negotmatzon would make avaxlable (a) maxzmum flexibility in

A tzmzng, (b)) max;mum flexxbzl;ty~to ad;ust the terms of the zssue

to- the fluctuatxona and requzrements of the market at the time

. of offer;ng, and (e) very important market p:cparatzon by the
) Proupectzve underwrzter

 The' ev;dence adduced at the hearing persuades us that

"‘ the present unsettled market conditions justify a ncgotmated

w_offerxng of the. secuxzt;es. Although a negot;ated salc nay

allow more flex;bzlzty 1n marketlng the proposed boads and
'1£ac111tate the oale w;th less cost to applicant, a negotmated
‘vsale is not always necc sarmly in the publzc interest. This
dcczs;on xo‘not 1ntended to modify the competitive bidding rule
‘.as 1nxtzally sct out in Dec;amon No. 38614 (46 Cal. R.C. 281 (1946)).

#
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After consideration the Comm;sszon finds that-

Applicant is a california corporation operating undex
the jurlod;ct;on of this Commission.

The proposed bonds would be for proper purposes.

- The proposed. documents would not be advcrsc to the
prllC znteregt.‘

Appllcant has need for external fuﬁds for the purposes
set forth in thzs proceeding.

Unsettled money market conditions necessitate careful
timing of the ‘proposed offering.

The 'sale of. the proposed bonds should not be requ;xcd
to be th:ougn competzt;vc bidding.

The money, property or labor to be procured or paid
for by the bonds hercin authorized is reasonably
required for the purposes specified herein, which
purposes, except as otherwise authorized for accrued
interest, are not, in whole or in part, reasonably
chargeable to operatxng expenses or to income.

We have. :cpeatndly held on recent occasions that the
Calmfornxa Usury’ Law does not 2pply to security
issues. authorzzed by thzs Conmission.
On thc basz» cf the foregozng findings we conclude that
(a) appl;cant s requo t fo: certain findings and au hor;zatxono
due to the existence of the California Usury Law should be dismissed

w;thout prejudxce,'and (b) the application should be granted in

: ,all othex respocts.' The authorization herein granted is for the
L ourpooe of thms proccedzng only, and is not to be construed as

zndxoatxve o‘ amounts to be included in procecedings for the
*dotcxm;natzon of jus t and reasonable rates, including Applxcatzon
'No. 55561 wherexn the utzlmty secks an increase in rates attributable
'exclus;vely to the rcfund;ng.

: ' Appl;cant is hereby placod on notice that if the Commission
f\lel@VEa that the negot;atcd price or interest rate pertaining to

". the propoaed bond mssuc wmll result in an excessive cffect;ve interest

. cost, xt wall take ;nto-conszderatxon in xate proceed;ngs only tha*
_ wh;ch zt decmu roaaonablc.-
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QRDER
IT IS ORDERED that: -

L. ,fhe'sale by California Water Service Company of not
' exceeding $26(060;006-aggregate principal amount of its First
VMortgage'Bonds, Series T, is hereby exempted from the Commission'’s
fcompetztzve b;ddrng rule set forth in Decision No. 38614, dated
;‘January 15, 1946, as ‘amended, in Case No. 4761.

2. California Water Service Company may execute and delivex
a Supplemental Mortgage of Chattels and Trust Indeature (Twenty=Fifth
Supplemcntal Indenture) in substantially the same form as that
‘recexvod in evrdence as Exnibit No. 7, with the modification or
insertion o- such terms and eondztrons as interest rate, maturity
 date, sznkrng fund call protect;on and other redemptxon provisions
- and redemptron restrlctzons as may be contemplated by the recoxd
['1n this proceedmng. :
| 3. Calzfornza Water Service Company, on or after the effective
'ﬁdate hereof and on or before December 31, 1975, may issue and sell
not exceedrng‘$2§,000,000 aggregate principal amount of its Fixst
Mortgage-Bonds, Series T, on terms and conditions to be negotiated
xn accordance with the record in this proceeding.
| 4 Callfornxa Water Scrvxce Company shall use the proceeds
f'from the sale of sazd bonds for the purposes set forth in the
‘applmoatzon._ R ' ‘ .
| ‘ 5. Upon determznzng the. maturrty date, price and interest
‘rate pertaznrng to the bonds herein authorized, California Water
Service Conpany ohall notmfy the Commrssron therecof in writing.

6. :As s00n as avaxlable, California Water Sexvice company
shall file. wrth the Commasszon three copies of rts frnal proepectus

"a{vfperta;nzng o aamd bonds.‘f




o AR .t e e e e et P = o e = S

L

]
"".
b

A.55560 1SC

7. Within one month after issuing and .ell;ng the bonds

L*herexn authorzzed California Water Service Company shall file
'}thh the Commission a statement, in lieu of a report under General

Order. Nc. 24-3, dzsclouzng the puxposes foé_whighrit used the

‘bond proceeds.

8. Insofar as it requests certain findings and authorizations

%due to the existence of the California Usury Law, the applzcat;on

is hereby d;ummsscd without prcjudzce..

9. This orxder shall become effective when California Watex
Service éomﬁaﬁy has'paid the fee pxescribcd by Section 1904 (b) of
the Publ;c Utzl;tzes ¢code, which fee is $6,162.

' Dated at o Lo mgcles , California, this é L

PUBLIC UTlUTiES COVI?.‘!'ﬁ :..a.

commissioners




