FIZ DUZ ON DECISION NO. 61956 HAS NOT BEEN PAID

AUTEORITY 70 SEZAVE DECISION WITHOUT RECEIPT OF
PAYVENT OF FEZ WAS GIVEN BY MR. CASSIDY IN MEMO
T0 MR. NOEL COLEMAN DATED SE?TEMBBsze, 1961
ATTACEED TO COARSSPONDENCZ SECTION OF FORMAL
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. '
-
r

GH

-

Decision No._ S§4G56 = - .. o @RB@GN&L ‘,
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA @ -

Io the Matter of the Application of
IA GRANADA WATER COMPANY, a corpora-
tion, for am Orxder Authorizing the
company to borxrow the sum of §150;000,
to issue Class "B Common Stock, and
to deviate from its Main Extension Rule.

Application No. 42584
(Amended)
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OPINION

Applicant's Request

La Granada Water Company, a California corporation?prdviding_  |

public utility water service to domestic usexrs in Riverside Couhty;l

~ filed this application on August 16, 1960, and an amendment thérétof-

oz November 29, 1960. Applichnc :equests.thatlthe-Coﬁmi#siqnyautﬁdf-“‘”
ize it: ' L ' , -

1. To borrow the sum of $150,000 at an interest rate of
6 percent per anoum from Pacific Mutual Life Insur-
apce Company (Pacific Mutual) for a 20-year period
with annual sinking fund payments of $3,000;

2. As a condition precedent to the above-mentioned loan
imposed by Pacific Mutual, to,issue 7,967 shares of
its Class B $10.00 par value,” in the total par value
of $79,670, in consideration of the cancellation op
the basis of present worth of the unrefunded portion
of contracts for advances in aid of construction
held by affiliates; , ‘ ‘

3. To issue, as needed, up to 10,737 shares of its Class
B $10.00 par value common stock, in the total par
value of not to exceed $107,370, in comsideration of
the cancellation of refund contracts for advances in
aid of construction to have been entered into during

the year 1960; '

4. To issue, as needed, 2,779 shares of its Class B $10.00
par value common stock, in comsideration of amounts
payable to affiliates and non-affiliates during the
year 1960 in the amount of $27,790;

*The prefexrences, privileges and restrictions granted to or imposed
upon applicant’s Class A and Class B common stock are the same,
except that the Class B shares are mon-voting and pre-emptive

rights are limited to Class A shares only. \ -
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5. To issue, as needed, 288G shares of its Class B $10.00
par value c¢ommon stock in the total paxr value amount
of $28,800 in comsideration of the cancellation on
the basis of present worth of the unrefundcd portions.
of contracts for advances in aid of construct;on held
by non-affilistes;

6. To issue 26,710 shares of its Class A $10 00 par value
common stock in consideration of the presently issued
and outstanding 100 shares of npo par stock w1th a
book value of §267 112.

rirancial Neecs of Appllcant

Applicant states that it urgently needs the funds it pro-
poses to borrow from Pacific Mutuals that it recent;y spent or 1n-
curred liabilities in the amount of $67 649 39 in deveIOp;ng addi-
tional water supplzes~ that it would use $46 750 of the proceeds
of the loan to repay cash advanced by-aflelates and wculd use
$13,250 to pay amounts now due contractors and suppllers for wo*k
and mater;als; and that, after payment of $5,000vloan expense, 1t
would use the remaining $85,000 to install an IS-inch nnin*end'to
relocate the 12-inch wain now transmitting water to its servzce
area. According to applicant the 12-1nch ma;n has 1nsuff1c1ent
capacity to provide am adequate suoply of water to 1ts 'crv1ce area.‘

Applicant states that it has made many unsuccessful contactsf
1o its attempts to arrange a loan and that Pacific Mutual is the only |
source of borrowed funds which may be available to applicant.‘ Appl:-[t
cant states that its major obstacle to bc:rowing has been 1ts low’
earnings 23d its sppavent inability to properly amortize a loan.
Findings and Conclusions

Applicant see&s authority herein to deviatevfrom Section t
A.12, of its main extension rule ip that the greater portion of the
refund contracts proposed to be terminattd and cancetlec through
couversion to coumon sStock are pot at least two years old. chevcr..

applicant states that 21l of the contracts for advancesrxn aid of

constructxon pertain to subdivisions in wh;ch 31ngle-family resxdences;tfn
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have been constructed on eaeh-lot. - Fuxther, appliesnttindicatesthétf"
all of the advances would be xepaid by appiicant withit tﬁe 204year -
permod of the respective eontracts, if not terminated oD a present
worth basis. It thus appears that waiv1ug~the two-year delay per1od
prescribed by the main extenmsion rule would not, in this {unstance,
result in an inovestment by the utillty in speculatmve or uneeonom;cal
extensions of distributxon ma;ns.‘ It also appears<that the prOposed -
conversions would matexially improve appllcant g4 financial structure
and would assist applicant in financing the plant additions and

betterments essential in meeting the grow1ng,requ1rements of its

serv:me area.

The Coumission finds that it is in the public interest to

grast the application and to authorize applicant to deviate from
Section A.12. of its main extension rule to the extent‘necessary to
accomplish conversion of refund contracts to commoupstock as pro-
posed in the application. x | : ‘ .p )
The amendment to the application shows that the present

worth of the unrefunded portions of comtracts for advances in a;d of
construction held by affiliates totalled $68, 596 as of December 31
1959, rather than $79,670 as indrcated in the origxnal application
Similarly, the amendment shows that the corresponding present worth
of the unrefunded portions of contrscts held by~uon-af£111ates total~
led $26,208, rather than $28,800.

| The application requests authority_for‘the issuanee ofiau'
total of 24,363 shares of Ciass B common stock. The,amendment'there-'
to, which contains, as discussed above, corrected'end lesserlamourts‘
for the present worth of the contracts to be convcrted does not
correspondingly xreduce the total number of such shares proposed to
be issued. The pumber of Class B shares authorized to be 1ssued here-
in will be 22,997 shares, which lesser number refleets the corrected

present worth amounts shown in the amendnent.,
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Processing of this application was delayed by ambiguity
ir the application regarding_contracts»entered into during the year _"
1960 as to whether (a) they were to. be cancelled‘by‘issuance-of‘stockf‘
or (b) they wexe to remain in erfect, w1th stock being merely subn‘
stituted for cash as reiunds become due. By lettexr dated February‘

15, 1961, in response to an inquiry from the Commission, applicantfr,
clarified this point, stating that it seeks authorization to- issuei_‘
stock in lieu of the cash refunds which would otherwise‘become duel.'
undexr the cootracts. Applicant states further that the holder of

each contract would have the right, as the refunds become due, to .
accept or reject the payment of such refunds in atock and could lDSlSt';
ou payment iz cash. The letter also clarified another important -
point. To avoid discrimination, applicant States that it intends to
file a proportionate cost refund form of agreement torbe used for all

extensions, whether made for affiliates or: non-affiliates of the
utility. | ‘

Ihe,Commissionvfinds tbat,applicant'a‘proposal::eaféfung"&T’

in stock iostead of cash, if acceptable‘to-each‘part} entitled to |
scch refund, and its proposal to use the proportionate cost method
for all refund agreements entered into in the future are in the
public interest. ‘

Io issuing ouxr order herein we place applicant and its
-sharcholders ou notice that we do pot regard the number of ahares _ S
outstanding, the total par value of the shares, nor the dividends
paid as measuring the return applicant should’ be allowed to‘earn
ot its investment in plant and that the approval herein given 13
vot to be construed as a finding of value of applicant'd stock or
propexties por as indicative of amownta to be included iv a future :

rate base for the determination of Just and reasonable rates.
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The Commissior having considered‘theVaboﬁe—entitied“netterd‘
and finding that a public'hearing«ie not.neceSSery; thét”tneieppliedf o
catlon should be granted as herein provided that the money, prOpetty;
or labor to be procured or paid for by the issue of the stock and |
Iindebtedness herein authorized are reasonably required for the pur-‘t |
poses specified herexn, and that such purposes are«not 1n whole or ~{

in part, reasonab]y chargeable to operating.expenses or to income, o
IT IS ORDERED that: : |

1. Applicant for the purposes set. forth in the application, L

is authorized to issue up to 22, 997 shares of its Class B—$10 00
par value common stock. ‘ ‘ _ ,

2. Applicant is authorized and dixected to waive the two-year’“ |
delay prescribed by'Section A.12 of its filed main exten31on rule o
and to offer to the holders of outstandxng‘percentage—of—revenue |
refund agreements sumarized in Exhibit Wﬂmended ', attached to the -
smendment to the applicatiorn, the option of. (a) cash refhnds over a
period of years as provided in the eontracts ox. (b) termination of
said contracts by the issuance of Cless B common stock equal to the
"present worth" of such eontracts as determined by the provisxons oft'
said SectlonlA 12. | . ! o

3. Applieant is authorized and directed to offer torthe holders
of presently outstanding proportionate cost refiund agreements the
option of receiving refunds, as they become due as provxded in the
coatracts, either .(a) in eash or (b) in Class B common stock with
par value equivalent to such’ cash. | _

4. Applicant is authorlzed to issue 26,710 shates of its ‘

Class A $10.00 par value common stock im consideration of the cance1- f

latior of its presently outstanding 100 nhares of no pax stock
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‘r5, “Ap§iicant isagrheriredteborrew nbt*tedexeeed 3150,000
from Pacific Mutualriife‘insurance Company upon\the5terms'end coﬁdif\
tions set fbrth in the applicat:on and to execute a morcgage of.
chattels and to issue 2 note or potes in evidence of such barrowings{
under terms substantially the same as those set forth in the appll-
cation. | ' |

6. Applicant is authorized and directed ;oniie a srandard
form of main extension agreement, other than for extensionsetOWServe
individuals, providiog for the refunding of eavances by the propor-_
tionate cost refunding provision (Section C.2.a. ) of its fIled main el
extension rule, and is directed to use onlywsuch form of agreement for
future extensions other than for extensions to serve indxviduals,
unless otherwise authorized by this Commzsszon.

7. Applicant shall £ile with the Commission monthly reports
as requred by General Order No. 24=-A, which oxrder, in so far as
applzcable, is made a part of this or@er. |

8. The authority granted herein to issue a note 6r»nqtes‘sha11 |
become effective when applicant bhas paid the fee prescribed by Section
1904(b) of the Public Utilities Code, which fee is $150. In other
respects, the authority shall become effective twen:&-daYslafterthe_
date hereof. Such authority, if Dot exexcised, shall erpire Deeember7“'
31, 1961. | | o

Dated at San Fraacisco , California, tlria .‘ Zﬁ// .

day of MAY. ——




