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Decision No. 89192 AUG d -'i973 

BEFORE TEE PUBLIC UTILITIES COMMISSION OF 

Application of 

CALIFORNIA WATER SERVICE COMPANY, 
a corpor<ltion, 

to issue and sell $4,000,000 principal 
amount of its First Mortgage Bonds, 
Series w, and to execute and deliver 
a Supplemental Mortgagc of Chattels 
and Trust Indenturc. 

OPINION -- ..... _- ....... .-

Application No. 58209 
(Filed July 10, 1978) 

california water Service Company (Cal water) requests 
authority to issue and sell at private sale not exceeding $4,000,000 

aggregate principal amount of its First Mortgage 9-3/~jg Bonds, 
Series w, and to execute and deliver a twenty-Eighth SupplementZl.'l e Indenture. 

Cal Water is a California corporation engaged in the 
retail water business in many localities throughout the State of 
California. For the twelve months ended March 31, 1978, the utility 
reported operating revenues of $45,801,l18, depreciation ~~d amorti
zation expenses totalling $3,848,014, and net income of $5,699,946_ 
Exhibit A, attached to the application, contains a balance sheet dated 
March 31, 1978, which is summarized as follows: 
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Assets 
Net utility plant 
Other physical property - net 
Sinking funds 
Current assets 
Deferred charges 

Total 

Li~bilitics and Capital 

Long-term debt 
Preferred stock 
Common stock equity 
Advances for construction 
Contributions in aid of construction 
Miscellaneous reserves 
Current liabilities 

Total 

Amount 
$158,.310,93-3 

423,665 
5,415 

7,480,855 
975,680 

$167,196,548 

$ 70,051,350 
6,650,775 

54,225,613 
21,06,2,273' 
7,481,289 

280,799 
7,444,449 

$167,196,548 

The application indicates that Cal water at 'June 30, 1978 
had outstanding $3,500,000 in short-term bank loans, the proceeds 
of which were applied to the current construction program. The 
company indicates that a portion of such borrowings will be repaid 
following the sale of the Series W Bonds. 

Unreimbursed capital expenditures reported by Cal water 
as of March 3l, 1975 totalled $72,213,619. Excluding projects, to 
be financed by advances for construction and contributions in aid 
of construction, the utility estimates that gross construction 
outlays for 1978 will amount to $7,976,000, of which 6~~ will be 

financed with internally generated ,fundS. 
Cal water proposes to issue and sell $4,000,000 aggregate 

principal amount of First Mortgage 9-3/~~ Bonds, Series w, due 
November 1, 2007. The bonds would be secured by an existing 
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Inder .. ture as previously supplementec1, "anc1 by a proposed Twenty
Eighth Supplemental Mortgage of Chattels and Trust Indenture which 
would'create the new series and further secure payment of principal 
on all bonds outstanding. ~he bonds would be subject to a ten-year 
restricted redemption provision and annual sinking fund payments 
of $20,000 would commence October 31, 1979. Beginning with the 
year cnc1ing October 31, 1983 such sinking fund payments would 
increase to $140,000 annually. 

According to the Comrnissio~'s Competitive Bidding Rule, 
as most recently promulgatec1 by .Decision No. 81908, datec1 september 25, 
1973, in Case No. 4761, competitive biedi~g is not required for debt 
security issues of $5,000,000 or less. 

Cal water has tentative commitments from three institutional 
investors for purchase of the Series W Bonds at 10~~ of their 
principal amount, namely $4,000,000 plus accrued interest, as follows: 

~ 
Occidental Life Insurance 

company 
American United Life 

Insurance company 
Franklin Life Insurance 

Company 

Principal Amount 

$2,000,000 

1,000,000 

1,000,000 

Cal Water will not execute any underwriting agreement 
relating to the Series W Bonds, but proposes to pay a commission 
(estimated not to exceee $20,000) to Dean witter Reynolds Inc. 
for services rendered in negotiating the sale. Net proceeds 
derived from the sale, other than aceruee interest, would be used 
to reimburse the company's treasury for a portion of the moneys 
actually expended prior to March 31, 1978, for capital improvements. 
The accrued interest would be used for general corporate purposes. 
Because of time commitments, Cal ~ter requests an order effectiVe 
on the earliest date permissible by law. 
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Cal water's recorded capital ratios as of March 31, 1978 
and as adjust~d on a pro forma basis to give effect to the proposed 
bond issue are summarized as follows: 

Component 
Long-tem debt 
Preferred stock 
Common equity 

Total 

March 
R.ecorded 

53.5% 
5 .. 1 

41.4 

100.(0). 

31, 1978 
Pro Forma 

54.9% 
4.9 

40.2 

100.006 

In support of the applieation, Cal water states that the 
proposed rate is reasonable for a private placement in light of 
market conditions prevailing at the time of negotiation: moreover, 
sale of the Series W Bonds would have been extremely difficult 
without ten-year refunding protection which tended to lower the 
interest rate below that required for a shorter ~riod of refunding 
protection. 

The Operations Division has reviewed the application ~nd 
concurs with the conclusion of the Finance Division that the proposed 
financing is required to reixrU:>urse the company's treasury for capital 
expendi ture s • 

After consideration, the commission finds ~at: 
1. The proposed bonds would be for proper purposes. 

2.. Applicant has need for external funds for the 
purposes specified in the application. 

3. The proposed restricted redemption provision 
is reasonable. 

4. The proposed Twenty-Eighth Supplemental Indenture 
would not be adverse to the public interest. 

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 
purposo specified heroin, which purpose; except 
as otherwise authorized for accrued interest, is 
not, in whole or in part, reasonably chargeable 
to operating expenses or to income. 
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There is no known opposition and there is no reason to 
delay granting the relief requested. On the basis of the foregoing 
findings we conclude that the application should be .granted, and 
that the effective date of the order should be the date on which 
applicant pays the prescribed £eo. A public hearing is not necessary. 
The authorization herein granted is for the purpose of this 
proceeding only, and is not to be construed as indicative of ~~ounts 
to 'be included in proceedings for the determination o£ just and 
reasonable rates. 

O~~E~ 

IT IS ORDERED that: 
1. On or after the effective date hereof and on or before 

March 31, 1979, California Water Service Company may issue and sell 
its First Mortgage Series w 9-3/~fo Bonds due November 1, 2007 in an 
aggregate principal amount not exceeding $4,000,000. 

2. California Water Service Company may execute and deliver 
a Supplemental Mortgage of Chattels and Trust Indenture (Twenty
Eighth Supplemental Indenture) in sUbstantially the same form as 
Exhibit D, attached to the application. 

3. California water Service Company shall apply the proceeds 
from the sale of said bonds to the purposes specified in the 
application. 

4. california water Service Company shall file with the 
Commission a report, or reports, as required by General Order 
No. 24-B, which order, insofar as applicable, is hereby made a part 
of this order. 
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5. This order sh~ll become effective when California water 
service Company has paid the fee prescribed by Section 1904(b) 
of the Public utilities Code, which fee is $5,000. 

Dated at S3n Francisco, california, this __ ~~~ ____ day 
of ~ !~Gusr , 1978. 

commissionors 

CO::n:l~r.:::1o%'lor W:tlHom Symon~, Jr., 'bo1ng 
nooo~~nr11y 3b:~nt. did not part1e1pato 
in tho d1~~oz1t1on or th13 procoo41cg • 

. . . 

COl%::l:l::::::~onor Clo.iro T. Doaric:~, bo1n'-' 
noecc~:l.rnY' :l.o:::cnt, d" d not .... ,c, .... J •• • c',.,~+O 

• , - .,L .. (.-A IJJ. .J.vl"ltl\l 

in tho d~o~o:~t~o~ ot thio procoodi~. 
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