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BEFORE ZHE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

IN mE M]:I.TTER OF THE APPLICATION 
of PAI..OS VERDES WATER COMPANY', 
a California corporation: 

(i) to sell ana issue notes 
for cash in the amount of 
$1,000,000, (ii) to execute 
with Pacific Mutual Life 
Insur::u'lcc Company a Note 
Agreement and (iii) to amend 
the Purchase Agreement entered 
into with pacific Mutual Life 
Insur;u,.cc Comp~y under date of 
April l, 1968. 

) 
) 
) 
) 
) Application No. 51218 
) Filed July 1, 1969 
) 
) 
) 
) 
) 
) 
) 
) 
) 

OPINION .... ~ ..... - ..... ---
Palos VerQc~ Water Company requests an order of the 

Co~.ssion au~rizin~ it t~ execute and deliver a Note Agreement, 

to i~sue and sell $1,000,000 a~9rcgatc principal amount of notes 

pursuant ~ereto, and to amend a Purchase Agreement pertaining to 

previously authorized bonds. 

Applicant is a California corporation en9agcd in the 

buciness 0: ~elling and distributing water for domestic, ~gricul-

tural, commercial and industrial purposes in the PaloJ Verdes Bills 

Area of Los Angeles COWlty_ For the yc~ lS68 the company reports 

o~eratin~ r¢venu~s a~d net i~ome of $2,465,288 and $2ll,242, 

.... 1 respce .. lV C y. 
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The utility's r~rtcd net utility plant amounted to 

$11,878,665 as of V~y 31, lSG~. Its capitalization r~tio$ on 

said date, excluding $440,$56 of contributions in aid of construc-

tion, ~d as adjusted to give effect to the $1,000,000 of notes 

propoccd herein and to an additional $500,000 of p:cviously 

authorized bonds, arc computed as follows: 

Long-term debt 
Advances for construction 
Preferred stock 
Common stock equity 

'!otal 

42.5% 
30.0 

3-.6 
23 .. ~ 

lOO .. 0C'4 

Pro ?orma 

~S.S% 
26.3 
3.2 

21_0 

,100 .. ~.& 

!'he proposed notes will be in favor of P aeific Mutual 

Life Insurance Company, and will be designated as S-l/~" Notes 

due 1989. They will be nonrefundable for a period of ten years. 

In this co~~cction a letter dated June 13, 1969 from the lender 

states ~c following: 

1/ In our proposed financing' with your Company you have 
enquired concerning ~e redemption provision of the 
loan whicb requires a non-refundable clause for 
10 years. The 10-year or longer period has been & 
requirement in all our loans for a considorable period 
of time. With the present level of interest ra-tes we 
do not helieve it is aevisable to accept a lesser 
period and we have had no problem L~ obtaining all the 
investment opportunities we need on the lO-yea: basis. 
v-le would probably rej oct a loan opportunity which had 
a lesser term for the Don-refundable provision. ~le think 
this is equitable sinco this is a 25-ycar loan ~d we focl 
it only pruaent to insist upon retaining our loan for a 
reasonable period of years. We tberefore, at this timo, 
rofuse to eonsider ~ loan ~th a non-rofundtiblc period of 
loss than 10 years. II 
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App1ic~t proposes to expend the $1,000,000 of note 

proceeds, together with $1,000,000 of proceeds from previously 

authorized Series D bonds, to finance construction expenditurcz 

~d to rceuce short-term construction borrowings.. ~e $2,000,000 

construction pr09r~ is segregated by year as follows: 

1968 $ 
1969 
1970 

560,000 
841,700 
598,300 

Total $2,000,000 

By Decision No. 7~22S, dated June ll, 1968, in Applieation 

No. 50195, ~e Comcission authorized applicant herein to issue and 

sell not exceeding $1,500,000 aggregate principal amount of its 

First !'Iortga9'o Series D -r~ Boncis of 1993. The company reports 

that it h~s issued only $500,000 of such bonds, and that it cannot 

issue more at this t~e because of insufficient bondins capacity. 

It proposes to amend the related Purchase Agreement in order to 

reduce by $500,000 the contemplated amount of such bonds, 

After consideration the Commission finds th~t: 

l. The proposed notes arc for proper purposeo. 

2. The proposed a9'ree~nts will not be advcroe 
to the pUblic interest. 

3. Applieant will be required to pay interest at ~ 
lower rate than it ~ould in the absence of the 
proposed nonrefu.~d~bility provi=ion. 
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4. The money, property or l~or to be procured or 
paid for by the issue of the notos herein author­
ized is rcaconab1y required for the purposes 
specified hcrc~~, which purposes arc not, L~ 
whole or in part, reasonably chargctible to 
operating expenses or t.o income. 

On the basis of the foregoing findings we conclude that 

the application should be 9ranted. A public hearing is not ncees-

sary. The authorization herein granted is for the purpose of this 

proceeding only and is not to be construed as inaicativQ of amounts 

to be included in proceedin~s for the determination of just ~~d 

re~sonable rates, nor as authorization for applicant to deviate 

from the prescribed water main extension rule. 

O:R!>BR -..-- ..... - .... 

IT IS ORDERED that: 

1. palos Verdes Water Company may ~Aecute and deliver a 

Note Agreement and an Amendment to Purchase Aqrccmcnt in the same 

form, or in st!bstantially the same form, as those attached to the 

application. 

2. Palos Vcrde!J ~1ater Company, for the purposes spec i-

fiea in this proceeding, may issue and sell not exceeding $1,000,000 

aggregate principal amou.~t of its S-l/~h Notes due 1985, in 

accordance ~nth the terms of said Note Agreement. 
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3. Palos Verdes ~'1~ter Company shall file with the 

commission a report, or reports, as required by General Oreer 

No. 2t..-E, which order, insof~r a.s applicahlc, is 11.creby made a 

part of this order. 

4. 'I'his order shall become effective \,lhen Palos Verdes 

t'latcr Comp~y has paid the fee prescribed by Section 1904 (b) of the 

PUblic Utilities Coae. 

Dated at _________ San ___ ~ ___ ~_· __ o _________ , californi~, 

this .·?,::;~/:'~day of _____ J_U_l_Y ______ , 1965. 

Comm1s:1onor Fro~ P. Morr1:zey. being 
neee~~nr1ly ~b:ont. 41~ not part1c1,ate 
in ~o 41s~o=1t1on ot th1~ procee41ng. 

- 5 -


