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11!~n~Al· 
Decision No. 

~'" (.\(\4' 
""".1:. V" ----------------

BEFORE T".dE PUBLIC UTILITIES COMMISSION OF TEE STATE OF. CALIFORNIA 

In the Matter or the Application o~ 
San Gabriel Valley Water Company tor 
an order author1z1ng it to issue and 
sell $5001 000 pr1nCipal amou.~t of its 
F1rst Mortgage 5~ Improvement Fund 
Bonds I Series nl Due October 11 1990, 
and to execute to Bank of knerica 
National Trust and Savings A$soc1ation l 

as Trustee, an indenture supplemental 
to the existing Indenture, a~ amended, 
securing the Company's bonded 
indebtedness. •. 

O"PI N ION 

Application No. 42770 

On October 19, 1960, San Gabriel Valley Water Company 
. . 

~ed the above-entitled application for author1zation to execute 

a supplemental trost indenture and to issue and sell '$500-,.000 of " 

bonds. 

The bonds will be designated as F1rst Mortgage 5~' . 

Improvement Fund Bonds, Series H" DJ.e October l'., 1990 •. ' They' 

Will be redeemable during the period rrOm. October 1, .1960 to 

October 1, 1961 at 105.5~ of thepr1nCipal' amount,'p1~S accroeO.· 

interest, and thereafter at annually red.ud.ng premiums,· except 

that such bonds, or any part thereof, may not be redeemed at 

the election of the company at any time prior to October 1,' 

1968, nth borrowed funds bearing a lower interest . rate> The 

company reports that it has made, or is mak1ng,.arrangements 
, '" 

to sell the $500,000 o~ bonds, on or before November 30~ J.:960, 

to OCCidental Life Insurance Company of' Ca11t'orr.1a, for cashl'. 

at the principal amount thereof':1 l>lus accrued: ~terest' •. 
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Applicant proposes to use the net proceeds to be rece1ved' 

from the sale or its bonds, after pay1ng expenses incident to the . 

issue in t.1-le est1mated amount of: $3,855,,: tor tb.e purpose 00£ retir1ng· 

any promissory notes that may be outstanding, otre1mburs1ng its 

treasury" and of f'1nanc1ng the cost. of capital additions. Applicant 
',' < 

asserts that the growth in 1 ts service areas has. continued over. the 

recent years, and although not at so rapid a pace as . dur1ng the 
, . 

years from 1950 through 1956, has nevertheless required it ·to. 

:pursue an extensive construction' program.. The net additions. to 

utility plant accounts trom January 1" 1957 to' August 31 ~ 19'60' 

amounted to $1,950,376 wh1ch has been financedw1 th" proceeds····from 

the sale of bonds, advances tor construction" .. short-term bank loans 

and re1nvestn::.ent of earmngs. Applicant's f1nancia1pos1tion as. of 
. " . 

August 31, 1960, is indicated in the:t"olloWing tabulation: 

Assets 

Utility plant, less reserve tor' depr. 
C¢nstruction work' in progress . 
Other physical property 
Miscellaneous investments 
CUrrent assets -' 

cash 
Accounts receivable 
Mater1alsand supplies 
Prepa1d'expenses 

Total current assets . 
Deferred charges 

Total 

Liabilities and capital 

First mortgage bonds 
CUrrentliab111t1es -

Account5.payab~e 
Notes payable 
Accrued liabilities 
Consumers' depoSits 
Adv~~ces - current portion 

Total current liabilities 
Advances tor construction 
Centr1butions. j.n ~d o~ construction 
Deterred credits 
Common stoek and surplus .' 

Total 

- 2 -

$117 .. 660 
100 .. 000'. 
195 .. 541. 

l2T151.: 
97,010' 

'. 371,708 .. 
. 27,337, ' 

. '18, 746~190: 

.. $4 ~ 500:,. 000 

522 .. 362' 
1,312' .. 332-

382".025'" 
. 25".414 

2,003 t 457 : 

18t 746,lQo" . 
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The outstanding' common stock conS1stS. of' 133,000 ,shares 

of the par value of $10. Dur1ng the last f1ve years, according 

to the financial statement attached to the applieat1on, div1dends 

were pa~d at the rate or 60 cents 1n 1959; 30' cents 1n 1958; 

38 cents 1n 1957; With none in 1955 and 1956., 

Applicant's capital ratios as or August 31, 1960~ and 

as adjusted to g1 ve effect to the proposed ttnanc1ng" are as ' 

follows.: 

First mortgage bonds 
Advances for construction 
Common stock equity eal)1 tal' 

Total 

Aug. 31,' 
1960' ", 

57% 
17' 
26 

~ 

Pro' ,. 
Forma·· 

~r 
24' 

-~ 
. ",,' '.' " 

We note that app11cant's debt rat~o,,1nclud1ng the, 

advances tor construct10n" ~ll reaeh 76% uponcomplet1onof the 

j;)resent 1ssue and we W'1ll expect the company" 1n 1ts next f'ina.nc1ng 

proceeding, to undertake to obtain adclit10nal equ1 ty cap1tal. 

However, at this time it clearly appears, that app11cantW11l have 

need tor funds to meet 1ts outsta.n<ll.ng short-term borroW1ngs and 

to improve its cash pos1tion.' Although ~ts debt rat10 appears to 
. " . . 

be somewhat high" an analysis or 1ts results of operations ind1cates . 

that 1ts earn1ngs are of such volume as would enable it, to meetlts 

ob11gat1ons on its outstanding 'bonds and on those propos.e<i to 'be 

1ssued. Its operat1ng revenues increased from $2,023,196; during, 

the 12 months ended. June 30, 1959 to $2,242,542 dur1ng the 12 

months. ended June 30, 1960, and 1ts net income,' befo:r;e 'bond, ~nterest, 

increased during t..~e same period trom $577 ,167 :,t~$682;.s:i9. " It ' 
'.' ,', ;'.: 
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appears that durtng the fiscal period ended June 30,' 19601 'af'ter 

making allowances or $2161 747 for depreciation, the co~ reported 

net income of approXimately 3.8 t~es its interest charges before 

taxes on 1ncome and of' approX1mately 2.3 t:tmes after payment of 

such taxes. 

Upon a tull consideration o~ this application and' of 

the company's f1nancial ;pos1 t1on, wet1nd and. conclude' (1 ) that 

the issue or the bonds is for proper purposes; (z) that applicant 

Will be reqUired to pay a lower interest rate than 'it . would ,if· the­

restricted redemption ~eature were to be el~nated and the ensuing 

lower financ1al reqUirements should inure to the benefit, of' the 

consumer; and (S) that the money 1 prOperty or labor- to be, procured 

or paid tor by the issue of the bonds herein authorized is reason­

ably required tor the :purposes speCified herein and that,such 

purposes, except as otherw1se authOrized" are not l in whole or in 

part, reasonably chargeable to operating expenses or to income ~ 

On the basiS of these t1ndings, we nll enter our order grantj,ng··' 

the application. 

The authOrization herein granted is for the sale ot 

bonds on1:r and. is not to be construed as. indicative of amounts. 

to·ce included in a future rate base tor the purpose or determ1r~ng 

just and reasonable rates. 

ORDER 

The COmmission having cons1deredtheabove-ent1tled : 

:r.atter and being of the op:tn1on that a public hear1ng1s. not 

necessary, therefore ~ 
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IT IS HEREBY ORDERED' as follows: 

1.. San Gabr1el Valley Water Company" on or a1"ter the 

efrect1 ve date hereo!" and on or 'before Ja.noary 31" 1961" may 

execute an Eleventh SUpplemental Trust Indentu:re 1.n" or'sub­

stant1ally in" the 58me form as that tiled in this proceect1.ng 

as Exhibit D and may issue and sell not to exceed $500,000 

principal amount or its. F.trs.t Mortgage 5~ Improvement Fund 

Bonds, Series H" Due October 1" 1990, at not less than the 

pr1.ncipal amount thereor,. plus accrued interest .. 

2. San Gabriel Valley Water Company shall use the 

proeee4s from the sale of said bonds ro~ the purposes set forth 

in th:Ls application.. The accrued. interest to be received may be 

used' ~or said purposes or ~or general corporate purposes_ 

3. San Gabriel Valley Water Company shall f11e With 

the COUlJ'.ll1ssion a report", o~ reports" as reqUired by General, 

Order No. 24-A" wh,j,cil order, inso~ar as. applieable" is made 

a part or this. order .. 

4.. The aut:"lOrity herein granted will "become etteet1ve 

when San Gabriel Valley Water Company has pa:td the fee prescn'bed 

by Sect1.on 1904(1)) or the Public Utilities Code" whJ.ch-fee 1s $500.-


