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Decision No. 88610 MAR 2'1 1975': 
BEFORE TEEPtr.SLIC Vl'ILITIES. COMMISSION OF TEES'I'ATE',OF.cALIFORNJ:A'" 

" 

Application of 

CALIFORNJ:A WATER:' SERVICE COMPANY, 
a corporation,. 

r ' •• 

) 
) 
) 
) 
) 

to issue and sell $3,000,000 principal } 
amount of its First Mortgage Bonds, ) 
Series v, and to execute and deliver ) 

Application' No.. 57834· 
(Filed, January 26,":1978),' 

a Supplemental Mortgage' of Chattels ) 
and Trust Indenture., . ) 

) 

o P'J: N J:O, N - -' ..... - - --
california water service Company (cal water) seeks 

authority to issue and sell at private sale not exceeditig., . 
$3,000 ,000 aggregate principal amoun.t of, its,' F'irstMor,tg.age S.600~; . 

Bonds~ series v,. and to execute and deliver,a ~enti..;seventh 
.. , ,", , 

Supplemental Indenture. . .. 

cal water is a California corporati~n engaged:'~ the: . 

retail water business in many localities <throughout",the"Stateof 

california. For the twelvemonths ended' November' 30,;1977 th~ 
utility reported operating revenues of ,$45,122,.616,. depreciation " 
and am~:rtization expenses totalling $3:,:760,.493~. and'net'incOme.', . 
of $4,,733,863.-. Exhibit A attached to the application, con:tains'" 
a :balance sheet dated Novem:ber30~ 1977 which' is': summarized :as: ' 
follows: 
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A.S7834 hn 

Assets 

Net utility plant-' 
other physical property - net 
Sinking funds.· ' 
current-assets 
Defer:red char~s: 

Total 

Liabilities and capital 

Long-tem debt 
Notes payable 
Preferrea -stock, . 
com:non ,stock equity 
Advances . for construction 
contributions in aid~ of construction 
'Mis<:el1aneous reserves' 
cunent,ll.abilities 

, Total: 

, .". ' , . 

Cal wat~r presently has outstanding $1~'900:~OO'o-:"oi: short"":'·, 
tom bank loans, the proceeds of which were' applied,~;the·:'C\l.rren::t'.' ' 

construction prO<Jraltl.. The company anticipates,that:"~':~d-~:£ti~n~f'~', ' 
$2,000,000 of slioct-term money will be borr-owecl;prio'; .. :to;'sai~,.,:o.f:·" 
the Series V Bonds proposecl berein. .', " ' . . ','-

unreimbursed· capital expenclitures reported-'by'Cal -water' ' 
I '" . 

as of November 30, 1977 totallecl $72,8S5,SSS.EXCludingiproj,ee~s~ _ 
• :' I' .' . . " '. ". ... ", . .. .'.' ,:' " ~ '.. ~ '. .,'. , <.: 

to be financecl by aclvances for construction and'contributions_,in",: 
. . , . ' , I - .. ," I,," . . ."' 

aid of cOXlStruCtio:c." the lJ-tiiity estixnate,:s: that, -9r'os's' :eo:ns:trueti6~ , ", 
outlays, for 1978 will' ;amount to $7,976,000>, "Of'which"6~".<,~;:i::li::~i,'::: 

.• ~ ,'- I 

finaneed with interna.lly 90ner~ted' funds.. ': ,.:: ' " 

In this application, Cal water,: PropOse·s, to' :issuo,and 

sell $3,000,000 aggregate principal. amount of First Mort:gag,&" 
" I. " ,,' ,.' •• 

S.600/0-Bonds" series'v, due Nove."nber' 1,:2006 .. , The'b6nds/would".~ 
• ~ .1 't 

secured hy, an e~isting Indenture as previously:' sllpplemented;~:: : '", . 
and by a proposed 'l'Wenty:-s~enth' suppl~meri.talMort9'age,of;:Chatte'I~'" 
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and TrUst Indenture which would create,' ·the new' 'series "and,furtller' 
secure payment of principal on all' bonds outs,tanding.:" The bonds:::: ' 

would be subject to a ten-yearrestricted redemption provision, 
and annual sinking fund payments Of.$lS,.OOO~OU.ld",comInenc~' ' 

OCtober 31, 1978._ Beginning with' tho yearendul.gocto~r· 3:1, ,1982, 
, ".'. J' , 

such. sinking, fund payments would increase ~o'$l.OS:,OOol:annuallY'.': , 

" .... <. 

• ,'I. . ~. . \ . 

Cal water has a tentativecoltlInitment.from':aninst~tutional 
... . . ... . " . 

investor, Bankers Life company" for purchase of theSeries:Vbonds 

at lOOO~ 'of their principal amount, namely ",$3",000,.00'0:- Plus,:~ace~ed:, 
.' . ' , .' ,,', 

interest.. ~e utility will not executeanyunderW:t;itirig:'agreement 
but proposes to pay a' commission (estimated not·.to\~xCeed'$;l.:S.~Ooo:) 

. • . . .' ',' I' ',b",,' 

to- Dean witter Reynolds, Inc., for, services: rendered:Ulinegotiatirig, ' 

the sale. Net proceeds deri vedfrom the sale ,.,othe~. than.> ae6~ed. : 
• ' '1' ,',., .1' . r' 

interest~ wottldbe used to. 'reimJ:>urse Cal water' s;treas~"f6r,a>,· ::' 
portion of moneys actually expenc:led prior to.,No,vember30'> 1971 ,', 

for capital improvements,. The: 'accrued:' ~terest'wouid~:'~~ed,:,: for" , 
. .' ~ . 

general corporate purposes.. According to 'the· Commiss'i'on;l~s,: 

competitive Bidding Rule,. as ,most recently ~:rom~J:9at~d~:bY:;' ' 
Decision No. 8190S,' dat~c:lSeptemher 25, 1973"in"ca:s~·'NQ. .... 4761, 

competitive bic:lding is not required ,for debt ,se~u:rity'i;~ties:of:' 
$5,000,000 or less. "'" 

cal water's recordec:l capital ratios as of::',November:'30" 
1977 and as ac:ljusted on a pro forma. basis to' giv~ ,e:ff~et,'to," , ' 

the proposed bond issue are' summari~ed as follM: 

Component 

Long-tem. debt 
Preferred' stock 
Common, equ.i ty 

,Total 

November30 1977',', 
Recorded, ' Aajusteo'",' 

, 53::'1% ,'S4,~i%:':' 
5_2', $:.1" 

41 .. 7',' 40.8 ," 

100';;00&: ' 1'00~()OA>".'" , 
"".' 
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:tn support of the application, Cal water statesthat':'the 

proposed interest rate is reasonable for. a private placement: in·, 

light of market conditions prevailing. at the time of: :negoti~tion: . 
moreover, sale of the Series V :sondswould havebeen::e~eIrielY· ' , 
difficult' without ten-year refundingprotecti~n:whicn::t~de~to: ," 
lower the interest rate below thatre~red f~r <l~h~rte~'Period 
of refunding-protection. '. ,,> . ',:c" 

The Operations Division' has 'reviewed: the ,application: 
and concurs with the conclusion of' the FinanceDivisio~'th:at:':' 
the proposed financing is,· required. for the' company' s:' con:s'~~iori 

. .., ," " '. .' ". . " 
-",', . , ... 

program. 
After consideration, the Commission':finds, ,that:.~'· 

, • I " • < .~. • '."." " 

1. The proposed bonds would be. for· 'proper ,purposes.' 

2. Applicant has need for external. fund:.s.>f~~,the.·, 
purposes specified: in the application., ",'. 

3. 

4. 

5. 

'rheproposed restricted, redemptionprovi'sion " 
is' reasonable.~ . , 

, . 

The proposed Twenty-Seventh Supplemental" , 
:tndenture would not be adverse 'to~, the: public 
interest. . ' " . , 

. ' 

'rhe money,. property r or, labor, to be procured . 
or paid for by the . issue of·. the bonds~ herein 
authorized is reasonably required for the. 
purpose specified herein, which purpose,·, except 
as otherwise authorized for accrued. interest,. is 
not,.. in whole or in part, reasonably-chargeable 
to operating expense s or to incane. 

There is no 'known opposition and there is nO-'reason to. 

delay granting the relief requested. On the· basis<of· the' foregoing: 
. . .' . . 

f:i.Jldings we conclude that the application, should begr~ted:,., ' 
and that the effective date of the order shOUld', be the>da1::,e: on" which 
applicant pays the prescribed fee~ A- public· heari~g:is;'n01:'neeessaXy~ . . , " ". '" ' . 

'.rhe authorization herein granted is for the pUrpos~ of,~s. 
proceeding only, and is not to J:>econstrued as:, indicatiy~::~f'amounts 
to: be ineluded. in proceedings for' the.' dete~ati-on:' ~f.:j:,~St '~d" .... '." -

, ~' 

reasonable rates. 1",-
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0B.~~B. 

I1' IS ORDERE:D that: 

1. California watcrScrviee Comp~ymay is,suc"and sell' its'.' 
j. , ",' • 

First Mortgage series V 8,.600,", Bonds· due Novcrnl:>er.l,. 200,6. in an . 

aggregate principal amount not exceeding, $-3:-,,000-,000>.; . 

2. California water ServicO" compan;{.may execute,. and,delive.r 'a 
Supplemental Mortgage of Chattels and' Trust' Indenture .(~~ntY':"'~ 
seventh Supplemental Indenture) in substantiaJ.lythc samcfo:::m 

as Exhibit D, attached to the application. , 
3. california water Service Company shall apply.the proceeds 

\ ' , '" .,' , , 

from the sale of said bonds to. tho- purpose's spoeifi:ec1,:in.,.the;: 
application. .. '.,' 

4. california water service Company shail f:f:le with the 
'j ," 

commission a report, orreports.,. a,s. required by~Gone~l ,Order . 
No. 24-B, which order, ~ofar as appl'ieabl~, is'hereby:made:'a part 

• '. I',' . • 

of this order. 

5. This order shall become effective when' CaJ.ifo~a:Water 
Service company has paid the fee prescr~d by section':'l.904:(by" 
of· the PUblic Utilities Code, which fee is, $4;000;.·," ". . 

Dated at san Francisco, california,. , t.h,,:s,. "a:i&.r,da,y 
~ MARCH. r 191$.. . " of 

PU8Lf~ ~.mur~£s l:DMMISSION 
STA1'Ji: OF, CALtFORNIA • 
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