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58211"'\1 Decision No. __ ~;.........;;.,,;;.-~_ 

J3.I~FORE THE PUBLIC UTILITIES COMY.LISSION OF 'm~ STATE. OF CALIFORNI.II .. 

In the M~tter of the App11c~tion of 

P }..L."'1. SPRINGS 'W,ATER COM.'!? A.'tf':l., 
c Caliror~~a corporation, 

For Authority To Issue Its First 
Mortg~ge 5-1/4% Series A Bonds p~~ 
To E::.:.zcute .And Deliver .An Ind~nture 
Of Mortg~ge And Deed or Trust 
S2cur1ng The S::un.c And A Purcbz. se 
Agreement For The Sale Of Such Bonds. 

Application No. 40905 

P~lru. Springs w:ater C,omP;lIlY has filed this application for 

~utnorizntion to e~eeute a deed o~ trust and to issue ~d sell 

~400~OOO of first mortgage bonds. 

T~e proposed deed of trust, 'W'1th S.ecurity F,irst N~t1on~ 

Bank" as trustee, 'Will constitute a new and. a first lien on 

apl'11c~t t ,s property.. l,t 'Will secure the payment of an 1ni tial 

issue of ~400,OOO or bonds which ~1ll be designated ~s Series A, 

~d of additional 'bonds mich "Will be iSsu:lble 1"rom time to t:1m.e 

'Ul'lder certain terms ~nd cond.itions as set forth in the indenture .. 

P.m,~ng other things, the instrument provides that no additiona:" bonds 

mp.,y' ,be authenticated or delivered upon the basis of the acquisition .. 

construction, development, improvement, compl~tion or extens10n or 

the property to the extent that such pro1?er,ty is not eligible for 

rate-making purpos·es. 
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Applicant p~oposcs to sell the $400~000 o~ bonds of 

Series A to J,oi:Jn H,ancock M~tu:;.l Life Insurance C,om:pony at tb.e1~ 

face value~ ~lus accrued interest. 'l';le bonds ..... 1.11 bear interest 

at th.~ r~te of' 5-1/ 4%. !,~r :l%l%XI.lm~ ,;-rill :::nature March 1~ 1979;. and 

will be subject to redemption, at the option of the comp~y, at & 

premium of 5.25% 1.f redeemed on or prior to ~~ch 1, 1964, end 

thereafter at premiums reducing annually in amount, prOvided, 

however, the. t the company me..y not redeem. Serie s A bonds prior to' 

M,arch 1, 1964, if the i\mds for that purpose shall have 'been o~ta1ned~ 

directly or tnd1rectly, from the issuance and so~e of one or more 

promissory notes, debentures, bonds, or other debt securities or 

obligations be~ring an interest rate or having an interest cost of 

less than 5-1/4%. :per ann'l.:m. or 11" the company contempla tes re:p~cing 
" 

the funds 'US ~d for that purpose by other 'borrowed funds bearing an 

interest rate or having an1nterect cost of less than 5-1/4%' per 

anI'lt:Q. There appears to 'be no restriction in the' 1lldenture agains,t 

the r~demption of bonds tnrough the issue of' equity securit1es. 

The purpose or the p:r-esently proposed financing is to 

provide applicant,~th funds for refunding or diseharg1ng obligations 

a.ggrcgat1ng $193,500 and for finanCing, in part, tho cos,t o~ eon­

st~ction of a new 5>000>000 g~lo~~eel reservoir, to be known as 

the '!ahquitz R~servoir, and the necessary rel~ted mains, meters, 

controls &~d facilities. The total estimated cost of' the proposed 

construction is set fo:r-th in Exhi.oi ~ D. and is simmarized as follows: 

T,ahqUi tz R,eservoir $162,230 
P,ain t1ngrescr:voir, 26,986 
Reservoir site 'p~paration 5., 762' 
24", main at reservoir .3;.852 
Main on N. Ramon Road to reserv,oir 64,060 
M6.ster flo""'" meter 1,645 
C:ontrol valve and concrete vault 3,78:2, 

T,otal 
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In making this application the company has presented its 

!:L"la..."lcio.l stz.tem.ent wr..ich sho'Ws 1 among other things, oper~,ting 

rev~ucs for the yez.r 1958 of' $543,372 and net profit of ~12$,S70, 

~t~r making proVision for depreci&tion and federal income taxes. 

The fine.r..cie.l statement further sho'W's apl'licant',s assets 1 lio.b11ities 

~d capital as of the end of 1958, 1nd1c~t~"lgits financial condition 

at th~t t1me. A condensed statement is as follows: 

Assets , 

U:t;ility pl~t, lezz reserv,e 
Other investments 
Current and prepaid assets 

T,otal 

tiabil:1ties and Capiti.1. 

Long-term. debt 
Advances for c'onstruction 
~rent liabilities 
Deferred 'credits 
C,ontribut10ns for construction 
Preferred. stock 
C'ormnon stock and surpluz 

Total, 

$l,987,699 
91,,56$ 

l42,117 

$2',221,381 

$, .46,080 
537,548 
380'1622 ' 

3,628 
91,892 
48,750 

-1.,.112',861 

12;., 221,331 

We do not look with favor on the restrictive provisions in 

tl'le indenture with respect to the redemption of th'~ bonds. HOvl'ever" 

it appears that applic~t is in immediate ne~d of tunas to liqu1d~te 

current liabilities ~~d to meet construction costs and we do not 

believe the additional expense of renegot,:1ating the st,le end. tb..z 

time involved 'Would be 'WC,rrc.nted, especially in view ot the, sme.ll 

a"r..ount of the issue m'lo. the price at Which the bonds will be sold. 

Under these Circumstances, we ~:1.1l grtmt ~pp11cantt s reques,t. 
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In future rate cases we will consider the terms under Which 

o.pplicmlt has obtained its money and the then prevailing f1:nancic.l 

condi t10ns. Tjle order at this time show.d not be construed as bind-

ing the C,ommiszion to recognize the interest rate as determining the 

rate of retllrn nor :::.s indicative of amow::.ts to 'be included 1n tl. 

future rate base for the determination of just and reasonable rates. 

The C,ommission having considered the above-entitled ~ttcr 

and bci.."'lg or the opinion that a public hearing is not necessax-y, 

that the money, property or l~bor to be proeured or paid for 

through the issue of the bonds herein authorized. is reasonably 

required tor the purposes specified herein~ znd that such purposes 

ar,e not, in whole or in part, reasone-"oly chargeable to oper.:-.t1ng 

e:-:penses or to income; therefore, 

I:r. IS ~.EBY O.RD,ER.c,""1>, as folloW's:. 

1. p~ Springs Uo.ter C.ompc.ny, on and after the effective 

date bereo! ~~d en or befor0 Septamber ~O, 1959, may execute a 

purch:lse agreement and a deed of trust in, or, su'bst:mtially in> the 

zeme form. az those filed as Exh1bi t D, and Exhibit B" respect1ve,ly ~ 

~.nd ~y issue and s.ell not to exceed $400,000 or :f',irst Mortgcge.' Bonds,. 

S~ries A, 5-1/4%~ at not less t~an the principal amount thereof~ ~lus 

accl"Ued interest" for the purpose of p.aY.:~e .. 1ndebt~dness and of 

financ~g construction costs. 

2.. Pp.lm Springs ~i.ater CompD.."'lY shall file with the 

C.ot:ml.1ss1on a monthly report, or rep,orts, az required 'by General 

O~dcr No. 24-A" ~1ch order, insorar as applicable, is ~de ~ 

p~rt of this order. 
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3. ~e authority here~ gr~t~d will become effective 

'When P,alm Spr1ngs Wo.ter C~mpru.'l~" has p~1d the fee prescribed "oy 

Section 1904(~), or th~ ~b11c U~llitics C~dc~ Which fee is $400., 

D,ated at San F,ranc1sco" C,al1!ornia, th1s~ft?i. day. of . 

~~~.J) , 1959. 
r 
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