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Decision No. 74225 

BEFORE THE PUBLIC CTILITIES CO~SSION OF' THE STATE OF CALIFO~A 

IN THE MATTER OF THE APPLICATION ) 
) 

of ) 
). 

PAI.OS VERDES 'WATER COMPANY~, ) 
a California corporation~ , ) 

) 
for permi~sion to sell and issue ) 
bonds for cash in the amount ) 
of $1,500,000. ) 

--------------------------) 

OPINION 
~-- ..... -- ........ 

Application' No. 50195:, 
Filed· April, 26-,.. ,1968.' 

and. Aroendment' .: 
Filed IIlay17 ,. . 1968 ' 

Palos Verdes Water Company request~ authorization from 

the Commission to execute a Purchase Agreement and a Fif,th . 

Supplemental Indenture,. and to issue and sell $1 .. 500,.000 

aggregate principal amount of its bonds. 

Applicant is a Califo=nia corporation engaged in the 

business of selling and distributing water for dome'stic·,.agri~ 

cultural,. commercial and industrial purposes in the Palos Verdes' 

Hills area of Los An9'~les County. The company's 1967·annual 

report shows gross operating revenues and net income of 

$2 .. 202,.324 and $161,563, respectively .. and. a total ,of 15,720' 

active service connections,. exclusive of :ire connections, at 

the end of the year. 
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The corporation·s reported net utility plant#-' after 

de<:1ueting acc'Umul~ted depreciation, amounted to $10,917,582 as 

of December 31, 1967. App1icant·s capitalization percentages 

on said elate, excluding $336-,027 of contributions in aid of 

construction, and as adjusted to give effect t~ the financing 

proposed herein, are computed as follows: 

Long-term debt 
Aelvances for construction 
Preferred stoek 
Common stock equity 

Total 

December 31, 
'1967 

41% 
30 

4 
2S . -

lOOZ 

Pro 
Fo·rma. 

490'" .. 
26' 
4. 

21' -

The proposed new series of bonds will be designated 

First l'.ortgagc Series D 7% Bonds of 1993, and .will b¢ secured 

by an existing indenture as previously supplemented and .as 

further supplemented by a proposed Fifth, Supplemental Indenture. 

The- bonds will be redeemable at the company's option upOn payment: 

of an initial redemption price of lO~~ plus accrued interest, if· 

redeemed on or prior to April 1,. 197$,., :lnci therc~ftcr at annually 

reducing premiums. However, redemption may not be made prior to 

April 1, 1978 thro~9'h the use of funds borrowed at an effective 

interest cost of l~ss than ~Ioperannum. 

The application indicates that the' bonds will be seld' 

to Pacific .Mutual Life Insurance Company at their princ'ipal 
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a."tlOUllt plus accrued interest, and that the'proceeds will be 

applied to (a) retiring bank loans used in connection with 

payicS" the- costs of c~pi tal additions to plant,." Cb) paying the 

cost of other capital additions,. and (e) paying expenses incurred 

with respect to the proposed bond issue. 

In connection with the ten-year restricted. redemption 

provision, applicant has submitted a letter from Pacific Mutual 

Life Insuranee Company dilted February 13, 1968, a copy o£which 

is attached to the amendment to the application as Exhib·it E. 

The letter indieates that (a) such restriction is presently. 

required in a.ll loans made by Pacifie Mutual Life InsUrance' 

Company, (b) the lender can obtain all the' inves.tment opportuni­

ties it needs on a ten-year nonrcfundability basis., and (e) the 

interest rate would be higher for a shorter res.trictedredemption . 

period. 

The Commission has eonsidered this matter and· finds 

that: (1) the proposed bond issue is for proper purpos'es: 

(2) applicant will be required to pay interest at aiower rate 

than it would in the a~scnee of the proposed restrieted redemption 

provision~ (3) the money, property or labor to beprocure~ or 

paid for by the issue of the bonds herein authorized is. reasonably 

required for the purposes specified herein: (4) such purpoocs, . 

except as otherwise authorized for accruedinterest~ are not .. i'n 

whole or in part, reasonably c:harg-cable to oper:.:t:ing expenses or 
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to' income: and (5) the proposed P~rchas~ Aqreement and Fifth 

Supplemental Indenture will not be adverse to the public interest .. 

A pUblic hearing is not necessary_ 

On the basis of the foregoing findings we conclude that 

the application, as amended,. should, be granted.. The authorization 

herein granted is for the purpose of this proceeding only and is 

net to be censtrued as indicative of amounts to' 'be included' in 

proceedings for the determination of just and· reasonable rates .. 

ORDER -------

IT IS ORDEREOthat: 

1.. Palos Verd.es Water company may ex~eute and deliver 

a PUrchase Agreement and a Fifth Supplemental Indenture in the 

sa:ne form, or in suJjstantially the same form, as those att:lchcd 

to the application. 

2. In accordance with the terms of s~id Purchase 

Ag:eement, Palos Verdes Water Company may issue~~d sell not 

exceeding $1,500,000 aggregate principal amount of it~ Fi:st', ' 
.'1 ' .' 

Mortgage Series D 7% Bonds of 1993:, at not less than the·ir 

principal amount plus accrued interest, and shall use: the' proceeds; 

other tha."'l accrued interest, for the purposes specified in this 

proceeding. The accrued interest may be used for said purpo~es 

or for general corporate purposes .. 
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3. Palos Verdes water Company shall file with the 

Co:nmission, a report, or reports .. as required by General 'Order' 

No. 24-B.. which order.. insofar as applieable.. is hereby. made 

a part of this order. 

4. This order shall become effective when Palos Verdes, 

Water Company has paid the fee prescribed by S~tion "1904 (b)"" 
:.: 

of the Ptiblic Utilities Code, which fee is $1 .. 250. 

Dated at _______ L_O_s_A:n_g¢_lC_s ____ .. california .. 

J ;-ri.. )~ ';L1NE '4 this day of ____________ , 1968. 
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