
D¢cisiO::l No. 80826 ----------------
BEFORE z.eE PUBLIC UTILITIES COMMISSION OF THE STA1'E OF c..71.LIFORN'IA. 

In the Matter of the Application 
of 

CAL:rFORNJ:A ~ER SERVJ:CE COMPANY, 
a corporation,. and PALOS 'VERDES 
~ER CCMPANY, a corporation, 

for an order authorizing (1) the 
merger of Palos Verdes water 
Company into cal.i£ornia Water 
Service Company, (2) commencement 
of service by california Water 
SCrviee.Com~ in the te~~itory 
now served by Palos verdes Water 
Company,. o:md" (3) the issuance by 
california Water Service Company 
of an addition<ll amount of its . 
First Mortgage Bonds. 
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Appli,cation No.~ 5367S· 
(Filed, November 6, 1972). 

Calif~rnia Water Service Company and Palos Verdes Wato= 
Company seek authority to merge, and the former, as the surviving 
corpora~io~, saeks authority to execute and deliver two Supple~ental 
Indentures and to issue $5,846,500 principal amount of it~Fir=t 
Mor'tgage Bo::lds. 

Applicants are California corporations engaged in 
supplying and distributi::lg water for domestic and indust~ial 
purposes. California Water Service Com?any owns all the out
st~nding shares of Common Stock and Junior Preferred Stock of 
Palos Verdos t-."'atcr Coopany_ A conso-lidated'l:I<llaneo shoetat 
Septo~r 30, 1972, as eooputcd from reports filed by applicants 
herein wi~ the COmmisSion, is as follows: 
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Assets 

Net utility plant 
O:rrent assets 
Other assets 

Total 

Liabilities 

Common stock 
Preferred stock 
Surplus 
Long-tent. debt 
CUrrent liabilities 
Advanees for eonsauction 
Contrib~tions in aid of 
construction 

Other liabilities 

'lotal 

$120,,965-,813 
7,671,184 

8821 052" 
",_'"J 

" ' 
$129',: 519 r 049 ,., 

$ ~&,309,47S, 
3,971:,',065:' , 

26,.471,408-
, 54 ;.8Z8,,5OO' 

8,.36,1;16&' 
14,363',955-' 

4~96S,,793, 
'241.'6'85 

2129,51Sc049 " 

The applieation shows that, in addition to th~ shazes 
of preferred. stock held by its parent corporation,' Pal,o:; Vc:rdes 
w~te: Co~,~y has outstaneing 5,377 other shares of prefe:r~d' 
stoek, whieh it proposes to redeem with funds to bead~necO, ' 
fO:l: that )?UX'pose by its parent corporation. Following such 

rede::l;t>tion, california ~ter S<!:vice Company ~d Palos Verdes 
Water Coopany propose to merge ~urs~ant to the provisions of 
Sectio~ 412~ of the cali£o:~ia Corporations Code with the" former 
as tbe surviving corporation, the object being to decrease over
head expenses and to cen.tralize certai::. xnar.agcment func-::'io~s and 
responsibilities. 

" \ 
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The surviving corporation further proposes ~o issue 
(a) $1,193,500 principal amou.~t of its. First Mortgage 4-1~~ 
Bond$, Series Q, clue 1975 in exchange for a like amount of 
outstanding First Mortgage Series A (4-1/~%) SOnds of 1975 of 
Palos Verdes W'ater Company, and (b) $4,653,000 principal amount 
of its First Mortgage 6.6% Bonds, Series R, due 1988" in excha.":.ge 
fer the following principal amounts outstanding of securities 
of Palos Verdes Water Company: $1,344,000 of First Mortga;e 
Series B S-l/~~ Bonds of 1987; $l~374,000 of First Mortgage 
Series C S-l/~Io Bonds of 1989. $975,000 of First Mortgage 
Series D ~Io Bonds of 1993 •. and $960,000 of S-l/~Io Notes due 
1989. The proposed Series Q and R Bonds wou.ld be secured by an 
existing Indenture as supplemented, amended and modified by 

various documents including proposed Twenty-Second and ~enty
Third Supplemental Indentures, respectively. 

After consideration the Commission finds that: 
1_ The proposed documents and transac~ions would 

not be adverse to the ptiblic interest. 
2. ~he proposed bond issues are for proper purposes. 
3. ~he money, property or labor to be proeured or 

paid for ~y the issue of the bonds herein autho
rized is reasonably required for the purposes 
s~cifiod herein, which pttJ:poses are not, in 
whole or in part, reasonably chargeable to 
operating expenses or to income. 

On the basis of the foregoing findings we conclude that 
the application should be granted. A public hearing is not 
neccssary~ The authorization herein granted is fer the ?~se 
of thi:; proceeding onl.y and is not to :be construed as a findil!9' 
of the value of the properties to be merged,. nor as indicative 
of a:::tounts to he included in proceedings for the determinat"ion 
of just and reasonable rates. 
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ORDER _ .......... _-
IT IS ORDERED that: 

1. Palos Verdes Water Company may merge into California 
Water Service Company. 

2. california i'iater service Company cay execute and 
, . 

deliver a ~enty-Second Supplemental Indenture and a Twenty-Third 
Supplemental Indenture in substantially the same forms as Exhibits 
G and ~ respectively, attached to the application. 

3. california Water Service COmpany, for the pw=poses 
specified in the application, may issue not exceeding$l,193,SOO 
principal amO\l::l.t of its First Mortgage 4-l/~~ Bonds, SCries Q, 

and not exceeding $-e,653,000 principal amottnt of its First 
Mortgage 6.6% Bonds, Series R. 

4. California Water Service Company shall file with 
the Commission the report required by General Order No. Z~-B, 
which order, insofar as applica.Dle, is hereby made a pa:r:t of 
this order. 

S. Within thirty days after consummating the ~er9'er 
h.erein au"i:.'lori::cd, California Water Scrv£ce Co:npany shall notify 
the CO:muission, in writing, of that fact. 

S. Not less than five days ~fore the date of ac~ual 
mo:ger, california Water Service Com?any shall =ilo with the 
COm:nission, by advice letter,: a no'ticC" of adoption of . the tar iff 

scheclu.lc~ tb.en. in effect of Palos verees 'l/\Tater Company.. The 
effective ~te of the notice of adoption shall be concurrent wi~ 
the date of actual merger. 

- ~-

. , 



e 
A .. S367S LOB 

7. Within sixty days after the effective date of the 
merger herein authorized and in accordance with the requirements 
of General Order No. 96-A, california W<l ter service Company, as 
part of its tariffs, shall refile the tariff maps and rate 
schedules applieable to the area served by ~los Vordes'Water 
Compo-ny, and the rulos and standard forms of the co:npanies to be 
merged may be standardized to the extent that they do not result 
in increases in rates or more restrictive conditions than those 
then in effect. 

S. Within sixty days after the consummation of the 
merger herein authorized, California Water Service Company shall 
file with the Commission a copy of each journal entry used to 

, 
record the ~rger on its books of account. 

9. On or before the end of the third mon~ after the 
consummation of the merger herein authorized, California Water 
Service Company shall cause to be filed with the commission, in 
such form as it may prescribe .. an annual report covering' the 
operations of Palos Verdes Water Company for the year 1972. 

lO.. California water service COmpany shall maintain 
separate plant, depreciation reserve, direct expense and tax 
records in sueh manner as to permit ready determination of the 
orig~ cost of plant and the costs ofprovioing wa~er service 
as i~ no ~rger occurred. 

11. california Water ser~ice COQpany shall, fulfill 
tho public utility oblisations of Palos Verdes water COQpany 
as a separate district .. 

" ' 

- 5 -



e 
A.S3678 LOB 

12. UpOn eompliance with ~1 of tho conditions of 
this order, ~lO$ Verdes W~tor Company s~ll st~nd relieved 
of ~ll further publie utility obligations perbining to the 
operations of th~ public utility water system horein authorized 
to be merged. 

13. ~he effective date of this oreer is the date 
hereof. un1ess exercised, any authority herein granted will 
expil:e on Molrch 31, 1973. 

fA Dated at au lDDdo 
/2 day of O£Cc.MdEi" 
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, California, this 
, 1972 .. 
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