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BEMJRE THE PCWM* FT IJJ'lJES COMMISSION 
OF THE ST \TF. OF CALIFORNIA 

Order In.^titntr-y RV< '' stung o*t tiic 
('nrtinfiss:nnA ()v,p \foifon *.u Consider 
l.i":lvtiV(,ness and -\ik\pae\ uf the 
Competitive Bidding Rule for Issuance oi 
Securities ami Associated impacts of 
Genera! Order ; 50. Debt Enhancement 
features, am: C icncral (trder 24-B. 

IT 11-(0-: Ki-
U-dled March He 2td 1 

OPENING COMMENTS OF 
( ALIFORMA WATER ASSOCIATION 

AND ITS CLASS A W VTER COMPANY MEMBERS 
ON WORKSHOP REPORT 

In accordance with the schedule set In Administrative 1 aw fudge r \ "T WiGon 

a' tlie workshop held January 9. 2012. in the aben e-captioned proceeding I the "Ruicmakinu"). 

California Water Association and its Class \ water company members' (together. "CAVA") 

hereby submit their opening comments on t ie Workshop Report submitted for filing January 

20, 2012, in this Rulemaking. CWA is a sU tewkfe association that represents the interests of 

ir.vestor-owneu water utilities regulated by he Commission, including, especially, tie 

Respondent Clmw A water utilities tthe "\V; ter Companies") that are. together with all investor-

owned utilities, required to obtain Contmis?;on approval for the issuance of securities to meet 

their lone-term financing needs, which is the subject of this Rulemaking. 

- Ctaw \ water companies joining in ibew <'» ••"menu include Apple Valley Kancho* Water Company 
i I 'A46-W California American Water C'ompa n (I .'-210-Wk Cabfic-ma Water Sen ice Company (T-
<ib-W), Golden State Water Company Ci-133-V'b t including Bear Valley Electric Service ft;-913-R). 
Park Water Company (t :'-314-W), San Gahrie! ''"alley Water Company (11-337-W). San Jose Water 
(onpany • C-HA VV), Suburban Water Systems- (f VCViAV), and Valencia Wafer C 'ompany u !-342-Wi. 
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v.ouid he suhiccl to comment on the issues presented. Southern California fcdtson Company. 

Pacific Gas and Electric Company, Southern California Gas Company. San Diego Gas & 

Electric Company, ant! Southwest Gas Comoration (the "Energy I mimes") submitted the 

Workshop Report lor filing on January 20, 2012. 

The Workshop Report provides an accurate summary of the procedural background 

and the discussion at the workshop, tnckui; ig especially the consensus that developed in favor 

of replacing the longstanding Competitive Bidding Rule, which lias c<u ic to he sub; act to 

numerous cx ""ptions and exceptions, with a new Financing Rule that" reflect* current 

financial market hot "".unices and conditii ns." As the Workshop Report notes, the new 

Financing Rule would be a more general, p -inciptes-based rule intended to require utilities to 

"conduct financings in a competitive and *r msparent manner that achieves the lowest cos! of 

capital." while also encouraging the use of vVomea Minority Disabled Veteran Owned 

Business Enterprises r'WMDVBHs"). The Workshop Report also reports correctly the parties" 

general agreement that General Order ("(».().") 24-B reporting requirements should oc revised 

to reflect current financial repotting and each management standards and practices. 

In Appendix A to the Workshop Report, the Energy Utilities presents a r.ew Utility 

Long-Tc*— Debt Eir,"icing Rule that they : riposte to replace the Competitive Bidding Rule, as 

well as a revised G.O, 24-B reflecting proposals discussed at the recent workshop Appendix A 

jr,eludes a Preamble that succinctly summaii/cs the history of the Competitive Bidding Rule, 

the workshop discussions, and the proposed intent of the new Financing Rule and the revisions 

1c G.O. 24-B, 
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to the follow ::w section* ofthtnv opening comments, CWA proposes modest 

changes to Ar»*>en«h • \ "f oth to comport w to the positions that C \\ A has expressed in this 

Ifitoemukme and to clarify the intont'oro oi the parties C VGA's proposed changes to Appendix 

v are indicated in Attachment A to these u.seniini c> "•"nenis. in which t A A's proposed 

changes are shown in red-lined form, 

li. € U A s Proposed Revisions to (he Preamble to the Proposed Revisions 

In the fifth line of the second paragraph on page 3 of Appendix A, CWA proposes 

to substitute the word, "ruleA for the word. ""goaf*. In the last sentence on page 4 of Appendix 

A. CWA proposes to insert references to two additional proposed revisions to G.O. 24-B -• the 

first, a reference to CW-V.s proposal, disci; -ad in Section IV, be'ow, to excuse fillings for 

reporting periods during which no reportable activity occurred, and the second, to re-designate 

the revised general order as <1 0 24-C 

in. 

CAVA recommends several minor revisions to the proposed • riancing Rule, mainly 

for the sake of clarity. 

CWA proposes to insert the words, "the utility and its", he I ore the wore "ratepayers 

in the third line of Paragraph 1. With this change, the statement will more accurately reflect the 

mutual benefit to the utility and its ratepayers of achieving low long-term financing costs. 

In the first line of Paragraph 2. CAVA proposes to insert the phrase, "to the best of 

their abil.tV* This change will recogni/e li.c real-world limits on public utilities* ability to 

control the terms of their debt financings. 

In SuH-parauruph 3,a, CWA proposes to insert the term. "WMDVBEA before the 

word, "efforts", in order to clarify the scope of required reporting. CWA also proposes non

substantive additions H> Sub-paragraphs 3.a i and 3.h for the sake of clarity, In Sub-paragraph 

3 

SB GT&S 0220502 



I.e. CWA propose* to delete the word. "1c: inmate", before the term, "business judgment", in 

order to aw nd aahng a value-laden quali lit r to a qandaid contractual trail. 

Rale as z replacement lor lite traditional C< mpetmvc Ritkfng Ride. 

IV. CAN Vs i'ropaM'tl Revisions It? General Order 24-8 

C'WA's principal proposal regarding Ci.O. 24-B is to excuse the filing of periodic 

reports with respect to period during which no reportable financing activity has occurred. The 

justification for this minor amendment to 0 e general order is evident. 

The larger Class A water utilities typically conduct financings no more frequently 

than on an annual basis. Smaller Class A c unpanies typically engage in such activities only 

once in every three to fine years. Financial transactions are even rarer for the much smeller 

Class B. C, and I) water companies - none if which arc exempt from reporting under the 

current general order or under the proposed revtsums For \\ater utilitk* to be reqirrcd :o file 

quarterly reports of inactivity is a waste of mpioyce time, office materials, and postage for 

both the utilities ami the Commission. 

Accordingly, CWA proposes th; I the phrase, "during which one or more reportable 

issuance, receipt, or disbursement lias occurred," be inserted after the word, "quarter", in the 

first line of (3.0. 24-D. This minor revisioi will not eliminate any presently required reporting 

of financing activity, but will simply exeunt the fining of "no activity"" reports. 

CWA also proposes that (3.0. JC-B be re-designated as Ci.O. 24-C. to reflect the 

adoption of revisions to the general order. With the proposed additions. CNN'A strongly 

supports the proposed revisions to G O. 24-B, 
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Conclusion 

CWA appreciates the attention that Commissioner Simon and ALJ Wilson have 

given to the concerns of the patties about the traditional Competitive Bidding Rule and the 

burdensome filing requirements of G.O. 24-B. CWA also appreciates the efforts of the Energy 

Utilities in preparing and submitting the Workshop Report and respectfully vouches for its 

accuracy. With the revisions and additions noted above and indicated in red-lined Own. in 

Attachment A to these opening comments, CWA strongly supports adoption of the proposed 

Financing Rule and the proposed changes to G.O, 24-B. 

Respectfully submitted. 

NOSSAMAN LLP 

Martin A, Mattes 
Marl R, Lane 

John K. Hawks 
Executive Director 
CALIFORNIA WATER ASSOCIATION 
601 Van Ness Avenue, Suite 2047 
Mail Code #E3-608 
San Francisco, CA 94102-3200 
Tel: (415) 561-9650 
Fax: (415)561-9652 
E-mail: jhawks_cwa@eomcast.net 

50 California Street, 34th Floor 
San Francisco, CA 94111 
Tel: (415)398-3600 
fax: (415)398-2438 
E-mail: rnianedrnossarnan.ee""' 

By: /S/MARTIN A. MATTES 
Martin A. Mattes 

Attorneys for 
CALIFORNIA WATER ASSOCIATION 

Dated: February 3, 2012 
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R.11-03-007 ALj/SMW 

i iliJTY LONG-TERM DEBT FINANCING RULE 
Punic miities Commission of the 

St si c of California 

Preamble to Proposed Revisions to the Competitive Bidding Rule and G O. 24-B 

In Decision (P.) 3X614. dated January 15, 1946. the California Public Utilities Commission 

(Commission) adopted the Competitive Bidding Rule, which required California public utilities to 

issue security debt using competitive bids. 1 be Commission's goal in adopting the Competitive 

Bidding Rule was to reduce the cost of debt or utilities, and ultimately reduce costs to utility 

ratepayers.1 From time to time, the Commission has reviewed its policy regarding the Competitive 

Bidding Rale based on prevailing eireumstar et> and has subsequently amended the Competitive 

Bidding Rule i:: 0,4994; (1954), D "5556 (1969). D.HI9U8 11973), Resolution No F-591 j!981 c 

and Resolution No, F-616 < 19S6). On Mard !0. 30i 1. the Commission initiated a rulemaking to 

reexamine its policy regarding competitive b-dding to determine the effectiveness erx adequacy of 

the Rule for issuance of debt and equity securities and to consider the associated Impacts of General 

Order (G.O.) 156, debt enhancement features, and Ci.O. 24-B. 2 

1 la support of the Rule, the Commission cited In Re Competitive Bidding in the Sale of Securities, 25" i.C.C I2G ar, 
interstate Commerce Cor": ssu»n (ICC) decision, issued on Mav X, 1944. which required railroad cc-ranics to 
competitively bid bonds However. in 19X5. the K V repealed the competitive bidding requirements "'"mitigated in nt 
Re i ernpetiPve Biddingm Sale of Securities, finding >!:a' rl e nerd lor our oversight iCraitroad sec."" es has decreased 
is c result of changed circumstances and recent Congressional action." L.IC'T'UHI of Railroads Iron: Securities 
Regulation under 49 C S ( , iCi, i 9X5 ICC LI XIX -1>2, at *2 : April I. !9S5) Ihe ComjupsMon dis»- cited ;»« Rule I 
ro of tile Securties ami I x,hange (A nia::>sKir GJ c Public l.tihty Holding Company Ac: of 1935, adopted A pro 
'.941. which required registered holding companies a; J their subsidiaries to use vnrntvtitive bidding ,n the issuance or 
»aU %.i"secunfes, Howe.er, the Sf-C. m 1994. resciftecd Kale V *0 ba«cii en its opinion "that site" rale is no Dryer 
r.es essar. :r< view of (he extensive reporting requirem-. nts unposed by the Public Ctiist) (leading Company .Act and mher 
federal secunf.es fcws," Pcr'te 1,tasty Holding (>mp; ;i> Ac Rules. SI (. Release \'o. 159- SFC I FXJs 11"'« 
at CD t Apnl 20, CCifj 

' ' Rulemaking to Consider Pi'fectixcness and Adequa< y of the ("••repetitive Bidding Ru.e for Issuance of Debt and 
1 qt.ity Securities and Associated Impacts of General (trder ! 56. Debt Fuhaneement t catures and General Order 2441 
Rulemaking (R ) 11-034)07 1'he Q!R was initiated r: response to Commissioner S-m m's dissenting opinions to Pacific 
Gas and f dec trie Company's D.0X-10-013 and Southern California lidison Company's F).()X-]0-OI4, and D.OR-lCfOl 5 

I'aoftioh' continued on next pu^e 
2 * 
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R. 11-03-007 AU/SMW 

Based on opening comments and rep \ comments filed in the proceeding, as '.veil as 

statement made at the p-c-hearmg eonferen *e, filed pre-workshop statements, and discussions at the 

January 9. 2012 workshop, there :> a corse:'' ,i< amongst parties that competitive freeing is no 

longer the market standard and that the Com ictitne Bidding Rule is outdated and should he replaced 

with a new rule that reflects current financia, market best practices and conditions, in addition, 

patties present at the workshop agreed that any new rule should pmote utility- efforts to include the 

participation of Women Minority Disabled \ eteran Owned Business Iinterpriscs (WMDVBH) in 

financing transactions. Finally, there was general agreement among parties present at the workshop 

that G.O. 24-B reporting requi rem ends should also be revised to reflect current financial reporting 

and cash management •v.mhrds and practices. 

Accordingly, and consistent with the consensu* of par:es to the proceeding, below arc 

proposed revisions to the draft revised rule mid draft revised G.O. 24-B that were circulated b\ 

Administrative I aw judge (AU) Seaneen Wilson on December 15. 201 id 'I'he proposed revisions 

to the draft revised rule replace the outdated rompetitive bidding process w iih a more general. 

manner thai achieves the lowest cost of capital, while also encouraging the use of WMDVBHs. This 

approach will: 1) reflect current market praeices and standards. 2} provide utility flexibility to take 

which author./ed fnc uuh'.scv to :s>ue a total of hill on HI debt and preferred >toek I lie downline opinion-* 
qu-cviurted the effectoenenc ,;nd adequacy of the Kak in rati because of financing aprr oak based oa long-ten:', 0h;cc-
>cai i project on- of caruai expenditure requirements exempt:.'.ris (mm the Rule without artv coruiuso e showings H\ the 
uiil ties 'hat those exemptions were tr. the ratepayers rev interest, and lack ei <iri> %how np that »Sie ntiuttes fircmeui 
serMces procurements arc included in ihe.r G.O Ah j r.-graT goals Tne (>1R -Aas ;IN<- ini'.idtcd -n -opon>o*o 
< 1'XT.issien c-Tv'sm :r>P about the level» f transparency with regard to the .oSume of deb* enhancement 
lejtuics being used h\ tlx utilities and notice to the m hues Put their debt iNsjaine practises nur, be eva 1 anted m,» 
future review of the Rule 

Act VCiriiiistraine Lav. Judge's Ruling Adding Items fo r Discussion at tie January 9 and 10, 2012 Workshop, and 
Adding J', A identiary Hearing on January 10. 2032. 

principles-based to require utilities o conduct financings in a competitive and transparent 
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advantage of market opportunities and adjus tricing, in order to obtain low-cost debt financing. 

3) allow utilities to take better advantage of market competition, and 4) facilitate utility efforts to 

provide WMDVBF* with meaningful opportunities to participate in utili:> financing transactions, 

ITe proposed rev isiom relied technological advances in information flow and revise archaic terms 

in the draft revised rule. The proposed revivuns to the G.O. 24-B reporting requirements: 1} extend 

the time by which utilities must file G.O. 24-B statements with the Commission to coincide with the 

"" 

activity ,flgfiuiTsdS: 3) modify language to; 

.0..3&C 
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R.l 1 -03-007 ALI/SMW 

ItHity Long-T crmDcht Financing Rule 
Pubic utility long-term debt issues shall be conducted in a prudent manner consistent with 
market standards that encompass competition and transparency, with the goal of achieving 

Public utiiiti c> • . • ., shall determine the financing terms of their debt 
issues with due regard for their financial condition and requirements and current and 
anticipated market conditions. 

Utilities with $25 million or more of California operations annua! operating revenues, 
requesting financing authority, shall use their best efforts to encourage, assist, and recruit 
Women Minority Disabled Veteran <rivned Business Enterprises {WMDVBEfi in being 
appointed as lead underwriter, co-manager, or in other roles in deb! .securities offerings. 

a. Utilities shall report on their '• •'. •< : 1 efforts in their <».(>. 156 Annual Reports, 
including but not limited to: 

i. • umber of WMDVBfi firms that have been appointed as lead 
underwriter, co-managcr, or other roles in debt securities offerings within 5he 
reporting period. 

The position!s held b> the WMDVBH firms. 

2. The percentage of each debt issue allocator to each WMDVBF. linns. 

3. The dollar ami unt of these debt securities issuances. 

1 Pursuant to G (i i >6 ami DJ I -05-019, definitions of Women. Mmerit}, and Disabled Veterans Owned Business 
f ntcrprBes are as follows, 
! ,3 2 "Women-owned business'' means! 11 J business en;""prise (at the; iv at feast *1"., owned by a wimtm or women or 
(b) if a publicly owned business, at least 51 "v. of the >t ick of which is owned bv one ot more women: and (2) whose 
management and daily business operations are controlled by one or more of those individuals 
1 3.3. "Minority-owned business" means (1) a business ent.-rnrise (a) that is at kust M" . owned by a minority individual 
or group(s) or (b) if a publicly owned business, at leas. 51 % of the stock of which is owned by one or more minority 
groups, and (2> whose management and daily business operations are controlled by one or tuore of those individuals 1 lie 
contracting utility shall press-r.e that minority includebut is no! limited to. Black Americans, Hispanic Americans, 
Native Americans, Asian Pacific Americans, and <uhe groups, as defined herein. 
1,3 4. "WMhi;" means ,t -A omen-owned or minority* wrsvd business enterprise; under these rules, the wonten and or 
minorities owning suri) an enterprise must be either U S ci'i/em or legal aliens with pemiaKejit residence status in She 
I 'need States. 
1.3.5 Black Americans-persons having origins us at > black racial groups of Africa. 
! *,6 Hispanic Ainencniis-alS persons of Mexican. 1'u »rto Ricatt. Cuban. South or Central Anieriear,, C anbbea.u. and 
other Spanish culture or origin 
1 Native AfTiefK.ms-person.s having one,:, in .rr. s the or<L>:kfi pe-vpJes <c Nonh \uen.:u or the Hawaiian H-lands 
m particular, Anienean Indians. i-skimos, AfeuK ur:<i \at;\e Ha»au4R». 
1 5,5. Asian Pacific Americans.persons having "rsgsio m \sia •: the Ir.diaa sTx-orr,,ner i !iuiud.ng. b-t no; hnr.ied n». 
persons from Japan. CLuta "r.e Plul.ppiiies, Vietnam, Tore;: Same*. Guam, the I S I rest ! -i-tone* of the Pacific, 
Northern Mananas, I Cambodia Taiwan. India, P ik.-tan, and Bangladesh 
1 3.9. Other groups, or individuals, found to be disadv imaged by the Smalt Business Administration pursuant to Sec:u>n 
Gai of Small Business Ac! as amended (15 C S C. 63" (a)!. <>r the Secretary of 
Conmerce pursuant to Seclion 5 otT.xecutive Order I62*» 
1.3.10 Disabled Vetcran-a veteran of the military, nav ji or air service of the United States with a service-connected 
disability who is a resident ol the State ofCalifbrra, 
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R. 11-03-007 AIJ/SMW 

b. Appointment of, WMDVBH as lead underwriter, eo-mar.ager, or other role shall he 
cost effective, so as not to incease financing costs to the ratepayers 

e, Conststc'-* ruth Section 6 old id). 156. utilities shall retain the authority to use their 
business judgment in wheeling firms for a particular debt securities 

offering. 

4. Debt Enhancement Features shall only be used in connection with debt securities financings, 
and may include but are not limited t u put options, call options, sinking funds, swaptions. 
caps, collars, currency swaps, credit enhancements, capital replacement, interest de'dmai. 
special-purpose entity transactions, d riayed drawdown, treasury lock, treason • options, and 
interest rate swaps. 

a. For each Debt Hnhaneement Feiture requested in a financing application, the utility 
shall provide a brief description and rationale for the potential use of a debt 
enhancer,-:cut or the risk management properties associated with the potential use of a 
derivative instrument to hedge risk exposures. 

b. Debt hnhaneement Features are no! considered as separate debt for purposes of 
calculating a financing author /ation. 

e, Swap and hedging transactions arc restricted as follows: 

i. Utilities shall separate > report any interest income and 
expense arising front 111 swaps and hedging 'mnsactions in 
their quarter!) G.O. 2-Ml reports to the Commission. 

ii. Swap and hedging ir :r sactions shall not exceed 2* <S» at any 
time of a utility's total long-term debt outstanding. 

lis. Ail costs associated u :th hedging transactions are subject to 
review in a utility's nest regulatory proceeding addressing its 
cost of capital. 

iv. f {edging transactions carrying potential counterparty risk must 
have counterparties with investment grade credit ratings. 

v. If a utility elects to terminate a swap or hedging transaction 
before the original maiurity or the swap or hedging partner 
terminates the agreement, all costs associated with the 
termination are subject to review in a utility's next regulatory 
proceeding addressing its cost of capital. 

vi. 1 'tihiies shall provide the following to Commission Staff 
within 30 days of receiving any written request: f) aii terms, 
conditions, and other details of swap and hedge transactions; 
<nl rationales) for the swap and hedge transactions; 
(iii I estimated costs lot the "alternative" or un-hedged 
transactions; and (iv I c aps of the swap and hedge agreements 
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Draft Revised 

GENERAL ORDER No. 2-W < 
Public tAil ties (Grr.rrLvsion of the 

Sia e of California 

IN THE MATTER OF THE PREPARATION OF QUARTERLY REPORTS SHOWING 
RF.CEIPIS AND DISBI RSFMEN1 S FROM III};. SALE OF S'lOCKS, BONDS AND OTHER 

EVIDENCES OF INDEBTEDNESS JF PUBLIC UTILITIES. WHICH HAVE BEEN 
AUTHORIZED i() BE ISSUED BY THE WBf JC UTILITIES COMMISSION OF THE STATE 

OF CALIFORNIA, UNDER SECT ON 824 OF THE PUBLIC U1ILITIHS CODE. 

B for the preceding quarter, certified by an authorized representative of the corporation 
issuing stocks, bonds or other evidences of indebtedness, or by the partnership or individual 
authorized to issue bonds or other evidences of indebtedness Trail be filed, with the 
Commission. 

"I he Commission Stuff may request such information on a monthly basis. 

A. RECEIPTS 
1. A description of the stock issued during the quarter under the authority of the Commission. 
including: 

a. The principal amount of the issuance; 
b. The number of shares issue J; 
c The par value, if any. of eat h share; 
d. The commissions paid; and 
e. The total proceeds received 

2. The total amount of stock issued tinder the order of" the Commission and outstanding at foe 
end of the quarter, which shali show; 

a, The total number of shares .ssued; and 
b. The total par value, if any. of such, shares. 

3. A description of the bonds or otho" evidences of indebtedness, issued during the quarter, 
under the audi' of the Cemmissio n including; 

a. i he principal amount of tfn issuance; 
b. i he commissions paid; and 
e. "" e una! proceeds received 

4. The total bonds or other e\ idences T" indebtedness Issued under the order of the 
Commission and outstanding at the er.d of the quarter, which shall show the -rincipai amount 
of such bonds or other evidences of indebtedness issued. 

B. DISBURSEMENTS 
Each utility authorized to issue stock, bonds or other ev idences of indebtedness shall tile 
quarterly reports showing the purposes for which it expended the proceeds realized from the 
sale of said stock, bonds or other evidences of Indebtedness. The expenditures shall he set 
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forth in Mich manner as will enable the Commission to ascertain their compliance with 
Section BP of the Public Utilities (\ de and with the related authorizing decision. 

C. MAIN I'hNANCE OF RECORDS 
Utilities shall maintain records and a .-counts consistent with cimcnt accounting and interna! 
control standards in a manner thai demonstrates the appropriate use of funds :n compliance 
with Section NP of the Public Utilities ("ode and any related financing authorization. 
Utilities shall make these records available to Commission Staff upon written request. 

D. INCORPORATION BY REFERENCE 
Any of the information required by Sections A, B, or C above may be incorporated by 
reference to offering documents provided ?o investors in connection with the relevant 
securities issuance. 
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