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Applica~ion of Park W~~er Company 
for au~hori~y ~o i~zue eviQence of 
indebtedne~~ (Fir~t Mortgage Bond~). 
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~ummary 01 Deci~i2n 

Application 87-10-0Z2 
(Filed October 15, 1987) 

Thiz Qecizion grantz Park Water Company (Park Water) ~he 

• 

authori~y requezted in the application. 

P~rk Wa~er requezt~ authority, under Public Utilitie~ 

(PO) Code Sectionz 816 through 830 and 851. for the following: 

1. To izzue. zell and deliver a~ a private 
placement. not to exceed $3,500.000 aggre
gate principal amount of the utilityP z 
Fir~t Mortgage Bondz (New Bondz); and 

2. To zecure the New Bona~ unQer the provi
~ionz of Park Water'~ exizting ~upple
mental indenture (Supplemental Indenture). 

Notice of the filing of the application appeared on the 

Commizzion'z Daily Calendar of October 23.~ 1987. No. prote~t$ have 

been received. 

Park Wa~er. a California corporation. opera~ez az a 

public utility under the jurizdiction of thiz Commiz$ion.· ... , Park 

Water i~ engaged in ~he operation of a water ~y~tem in the ~outh-

ea~tern and northeaztern ~ection~ of Loz Angelez County, and in 

the vicinity of Lompoc in S~t~ Barbara County. Al~o. Park Water 

iz engaged az a public utility in providing ~ewer ~ervice in 

Furthermore. Park Water haz two wholly 
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owned ~ub~idiarie~ in California. Santa Paula Water Work~, Ltd., 

engaged in the operation of a public utility water ~y~tem in and 

around Santa Paula in Ventura County; and Apple Valley Ranchoz 

Water Company, engaged in the operation of a public utility water 

~y~tem in the unincorporated area of Apple Valley in San Bernardino 

County. 

For the year 1986, Park Water reported that it generated 

total operating revenue~ of $9,040.462 and net income of $104,.939. 

a~ ~hown in the 1986 Annual Report to the Commi~~ion. Alzo, for 

the seven month~ ended July 31, 1987, Park Water reported that it 

~ generated total ,operating revenue~ of $5,337.178 and net income of 

$123,776, zhown az a part of Exhibit A attached to the application. 

~ 

Also ~hown a~ part of Exhibit A attached to the appli

cation i~ Park Water'~ Balance Sheet a~ of July 31. 1987, summa

rized as follows: 

Net Utility Plant 
Other Inve~tment~ 
Current and Accrued A~sets 
Deferred Debits 

Liabiliti~~ and Eguij<~ 

Common Stock Equity 
Long-Term Debt 

Total 

Current and Accrued Liabilities 
Advance:s for and Contribution~ 
in Aid of Con:struction 

Deferred Credit~ 
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Total 

Am9unj< 

$15.022,049 
9.686-.357 
1 .. 27&-,912 
1,137,933 

$17,037.837 
1,768.,,446 
2.299.359 

4,,337,896 
1,6!9IZ1~ 

$27.123.251 
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Term: aug C9ndition~ ~rtainipg to the IQQuanc~ of the New Bond~ 

Park Water proposes to issue. sell and deliver it~ New 

Bond~ on a negotiated private placement basis to the Pacific 

Mutual Life Insurance Company. Currently, this insurance company 

holds the majority of Park Water's outstanding long-term indebted

ness. The application states that the New Bonds will have an 

interest rate not to exceed 11% per year and these debt ~ecuritie$ 

will have an average life of about 1& Years, with the last New 

Bond maturing 25 year$ from its i$sue date. Interest payments. will 

be made bi-annually, while principal payments will be made annually. 

~ The New Bonds will be secured under the provisions of Park Water's 

existing Supplemental Indenture. 

• 

C~mpetitiv~ Bidding Rul~ 

Under the provisions of Commission Resolution F-S1S 

dated October 1. 1986. Park Water's proposed issue and sale of 

the New Bond$ i$ exempt from the Commi$~io:o:'z Compe'ti't1ve Bid

ding Rule because the aggregate principal amount is less than 

$20,000,000. 

!J.~e of Prgeeed~ 

Park Wa'ter proposes to use the proceeds from the issu

ance of the New Bonds to fund the construction of new facilities 

for system improvement~ •. Park Water anticipates that during the 

years 1987. 1988 and 1989, several of the utility's California 

divisions and subsidiaries will be required to construct over 

$$.500.000 worth of new wells, pumping equipment. new mains and 
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m~in replacement~. in order to continue to prov~de good ~ervice 

to it~ cu~tomer~. A li~ting of the~e con~truction project~~ by 

tion co~t~ i~ attached to the application a~ Exhibit C. A tabula-

tion ~howing the e~timated con~truction budgot~ by component and 

year i~ ~ummari~ed a~ follow~: 

,C(~mR2nent 

New Well~ and Well 
Pumping Equipment 

New Water Tran~mi~~ion 
Mainz 

Replacement of Water 
Mains 

Total 

$ 78&~000 $ 0$ 0 

10S.&00 308.000 200.000 

.65&.000 771.500 e97LOOQ 

$1,547.500 $1.085,500 $1,097.000 

The Commi~~ion Advi~ory and Compliance Divi~ion (CACD) 

haz revi¢wed Park Wat¢r'z construction budgets and has concluded 

that the i~zue and sale of the Now Bonds is necez~ary to fund the 

planned construction. However. Park Water i~ placed on notice by 

thiz decision that the Commizzion does not find that the company'z 

construction program is necessary or reazonable for ratefixing 

PUr.pQses. These are is~ues normally tested in general rate or 

rate base offset proceedings. 

Capital RatiS2,!I 

Park Water'~ capital ratio~ as of July 31. 1987, a~ 

recorded and adjusted to give pro forma effect to the proposed 
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i~~ue of the New Bond~ which was provided to the Commi~~ion by 

lett.er dated Oct.ober 19. 1981, i~ summari~ed as follows~ 

C¢mponenj( 

Common Stock Equity 

Long-Term Debt. 

Total 

July ~1. 1981 

90.4% 

9,§ 

100.0% 

Pro F~:cna 

1~.1% 

23.9 

100.0% 

The CACD has analy~ed Park Water~s cash re~uirements 

forecast.~ and concludes t.hat. the proposed financing i~ necessary 

to help meet forecasted cash requirement~. 

[ipding:; of [a~ 

1. Park Water. a California corporation~ operates as public 

utility under the jurisdiction of this Commission. 

2. The proposed is.~uance of the New Bond~ would be for 

proper purposes and not adverse to the public interest. 

S. The term~ and conditions. of the exi~t.ing Supplemental 

Indent.ure are reasonable and not adverse to the public interest. 

4. Park Wat.er has need for external funds for t.he purpo~es 

set forth in the application. 

S. The proposed issuance of the New Bonds i~ not required t.o 

be through competitive bidding. 

6. The Commission does not~ by this deciSion. determine that 

Park Water's construction program is necessary o~ reasonable 

for ratefixing purposes .. The~e issues are normally·te~ted in 

general rate or rate base offset proceeding~ . 
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7. There i~ no known oppo~ition to the application and no 

reason to delay granting the authority reque~ted. 

k2n~lu~j9n~ of Law 

l. A public hearing is not nece~sary. 

2. The application should be granted to the extent set forth 

in the order which follows. 

The proposed New Bonds are for lawtul PUrposes and the money. 

property or labor to be obtained by them is required for these 

purpose~. Proceeds from the ~ecurities issue'may not be charged 

to operating expenses or income. 

• The following order should be effective on the date of 

• 

~ignature and payment of the fee set by PU Code Section 1904(b). 

to enable Park Water to proceed with its ,financing expeditiously. 

IT IS ORDERED that: 

1. Park Water Company (Park Water). on or after the effec

tive date of this order and on or before July 1. 1988. may issue. 

sell and deliver its First Mortgage Bonds (New Bonds) in an 

aggregate principal amount not to exceed $~,500,OOO, in accordance 

with the terms and conditions to- bo negotiated a3 described in the 

application. 

2. Park Water may secure the New Bonds under the provisions 

of the utility's existing supplemental indenture (Supplemental 

Indenture). 

-6-



A.S7-10-022 CACD/crr 

3. Park Water ~hall apply the net proceeds of the ~ale of 

the New Bond~ for the purposes set forth in the application. 

4. Park Water shall file the reports required by General 

Order Series 24. 

5. The application is granted as ~et forth above. 

The authority granted by this order to issue the New 

Bondz will become effective when Park Water pay~ $4.500, the fee 

~et by PO Code Section 1904(b). 

is effective today. C 9 -1987 
Dated DE 
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In all other respect$~ thiz order 

, at San Franci~eo·, California. 

STA.~ W. HULETI' 
President 

DONALD VIAL 
FREDERICK It DUDA 
C. MITCHELL VlILK 
JOHN B. OHAr-<1AN 

Com.mis5ione:~ 


