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BEFORE THE PUBLIC UTILITIES COMMISSION OF T~ffi~~oY:l CALIFORNIA 

Application of AZUSA VALLEY WATER ) 
COMPANY for an Order Authorizing ) 
the Refunding of Certain Indebted- ) 
ness of Azusa Valley Water Company - ) 

Applie~tion 88-05-054 
(Filed May 31, 1988) 

(O-325-W) ) 

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

This decision grants Azusa Valley W'a'ter Company ~A:us~) 

the authority requested in the application. 

Azusa requests authority~ under Public Utilities Code' 

(Code) Sections 818 through 830~ for the follOwing: 

1 . 
, I 

! 
To issue~d sell an unsecured promissory 
note (Refund Note) for the pu.rpose of 
refunding certain short-term indebtedness 
in the aggregate principal amount of 
$l,OOO~OOO and 

Z. In connection with the above retunding~ 
to remain subject to. the terms of the 
Credit Agreement dated September l7. 
1987 (attached to the application as part 
of Exhibit C) and executed by Azusa with 
the Wells Fargo Bank, N .A. (the Bank). 

Notice of the filing of the application appeared on ~he 

Commission's Daily Calender of June 6, 1988. No protests have 

'been received. 

Azusa, a California corporation. operates as a public 

utility under the jurisdiction of this Commission. Azusa engages 

in the sale and distribution of water to domestic. municipal and 

agricultural customers within the city limits of the Cities of • 
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• 
}~u~a. Covi~a. Glendor~~ Irwindale, We~~ Covina and the area of 

Lo~ Angelos County lYing 'between these citie::. 

For the 12 month:s ended March ~l. 1988~ Azusa repor~ed 

that it generated total operating revenu.es of $2',743,687 and net. 

income of $3Z9.817. shown as part. of Exhibit B"l attached 'to the 

application. 

Also shown a~ a part of Exhibit B-1 is Azu.sa':s Balance 

Sheet as of March 31. 19S~ summarized as follow::: 

Net Utility Plant 
Current Assets 
Other Assets 

Total 

LiAbilitie= And Eauity 

Common. Equity 
Preferred Stock 
Lone-Term Debt 
Current Liabilities 
Advances and Contributions 
Other Liabilities and Credits 

Total 

1\mOUnsc 

$.7 , 30'5-~ 555-· 
801~2S1 
l1Q~?51 

$3.158.146, 
646 .. 400 

1.9(0.000 
620.956-

1,.5-39.676 
311. 889 

$8.217.067 

The indebtedness which Azusa seeks to refund under the 

application has been~ or will be, incurred under the Credit Agree

ment dated September 17~ 1987 (a copy of which 1s attached to the 

application as Exhibit C). Onder the Agreement. the Bank agreed to 

make advances to Azusa from time to time up to· and 1nclud:l.ng 

~Ptember 1. 1988 in the aggregate prinCipal amount of $1 ~OOO,OOO. 
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Azu~a u~ed the~e advance~~ a~ agreed in the Credit . 
Agreement. to finance the expan~ion of it~ filtration plant and 

the drilling of a new well. At:; of the date of the application. 

Azu~ had directed the advancement of a total of $850,000 out of 

the available $1.000.000 and u~ed all of the~e advance~ for 

the purpose~ stated in the Credit Agreement. By September 1, 

1988, Azu~ plans to direct or will have already reque~ted the 

final advancement of the remaining $150,000 of the original 

$l.OOO .. OOO~ 

Azu~'$ obligation to pay the outstanding principal 

amount under. the Credit Agreement is evideneed' by the original 

:. note (the Note) dated September 17. 1987. The terms of this note 

were stated in the Credit Agreement which call for payment of 

intere~t on the principal amount at. an annual rate equal to. 3/4ths 

of a percent above the Bank's prime rate in effect from time to 

time. Interest under the Note is payable monthly, and the princi-

pal amount will be payable in full on September 1, 1988. 

The Refund Note which Azusa proposes to. issue in order 

to refund the outstandi~ short-term indebtedness would~ as pro.

vided by the Credit Agreement so long as the requisite Commission 

approval is obtained. restructure repayment of the outstanding 

principal balance so that the prineipal amount would be amortiz~d 

over seven years and would be repaid in monthly installments. All 

other terms of the Refund Note. as dictated by the Credit Agree-

• ment. would be identical to the Note. Azusa would- continue to be 
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bound by all applicable t.erms of the Credi t. Agreement so long as 

t.he Refund Note remained out.st.anding. The deadline under the 

Credit. Ageement for rost.ructuring t.ho outstanding sho.rt-term in

debt.edness is. Sept.ember 1, 1988, the maturit.y date of t.he Note. 

In suppore o.f t.he applicatio.n. Azusa st.ates t.hat the 

extended repayment schedule contained in the Refund Note will 

pro.vide a less burdensome debt. service than is cont.ained in the 

Not.e. thereby enhanCing Azusa's abilit.y to. maint.ain 1t.s system. 

Exempsion from C9mpetitiye Bidding Requirement:! 

Acco.rding to. the Commission's Compet.itive Bidding Rule 

u amended by Reso.lutio.n F-616 dated Octo.ber 1, 1986. co.mpetitive 

~biddina is. no.t. required fo.r debt security issues of $20,000,000 or 

less; t.herefore. this Refund No.te is exempt. 

kapital Ratio" 

Azu~'s capital ratios reported as of March 31, 1988 are 

shown below as recorded and adjusted 1:.0 ~1ve pro. fo.rma effect to.· the 

refunding o.f $1.000,000 in short-term debt. by a long-term note in 

the same amount as follo.ws·: 

Lo.:o.&-TermDebt 
Short-Term Debt. 

Total Debt. 

Preferred Stock 
Common Equity 

Total 

March 31. 1988 

-4-

25-•. 1% 
8.! 

. 33.8· 

11.3 
54.9 

100.0% 

3·9.1% 
o 

39.1. 

lOA 
50,& 

100.0% 
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The Commission Advisory and Compliance Divi~ion 

has reViewed the application .and ha~ concluded that. Azusa" $ 

proposed refunding of ~hort-t.erm debt. wit.h long-t.erm financing i~ 

necessary to hel~ Azusa to fund the planned improvement'program. 

However, Azusa is placed on notice~ by this deCision. that. the 

Commission doe~ not find that Azusa'~ con:struction program is 

neces~ary. or reasonable. for rate-making purpose~. The~e are 

issues normally tested in general rate or rate base offset 

proceedings. 

Finding:s of Fac;t 

1. Azusa. a California corporation, operates as a public 

~water ~tility :subject to the jurisdiction of this Commi~~ion. 
2. The proposed refunding of Azu~a~$ :short-term debt and 

the is~uanee and sale of i t.s Refund Not.e is for proper purpose~,. 

3. The propo~ed refunding would not be adverse to the public 

interest. 

4. The money. property or labor to be proeured~ or paid 

for. by the propo~ed refunding and refinancing by the Re:fund Note 

is rea~onably required for the purposes. ~pecified'in the 

application. 

5. There is no known oPposi t.ion and there is. no reason. to 

delay granting the authority requested in the application. 
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Conclu~iQD= of Law 

1. A public hearing i~ not neee~~ary. 

2. The application ~hould be gr4nted to the extent ~et 

forth in the order which follow~. 

The propo~ed f1nanc1ng~ are for lawful purpo~e~ and the 

money. property and labor to be obtained by them i5 req~ired for 

the~e pUrpo~e5. Proceeds from thi~ indebtedne~~· may not be 

charged to operating expense or income. 

The folloWing order ~hould be effective on the date of 

si£n4ture and payment of the fee set by Code Section 1904(b) to 

enable Azusa to proceed with its f inancing5 expedi tiou~.ly • 

• .QR12EE 

IT IS ORDERED that: 

1. On or after the effective date of thi~ order and on or 

before December 31. 198a. Az.u5a Valley Water Company (Azusa) may 

restructure and issue the debt evidenced by the un~ecured promi~

sory note (Refund Note) in the manner detailed in the Credit 

Aareement. dated September 17, 1981. 

2. Azusa may remain subject to the terms of the Credit 

Aareement for so long as the Refund Note is outstanding. 

3. Azusa shall apply the proeeeds from any remaining 

advances under the Credit. Agreement to the purposes ~pecified in 

the applicat.ion • 

•• 
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• 
4. Azusa shall file with the Commission Advisory and 

Complianee Division. a report •. or reports. as required by General 

Order Series 24. 

~. The application is granted as set forth above. 

The authority granted herein shall become effective 

when Azusa pays $2000, the fee set by Public Utilities Code 

Section 1904(b). In all other respects, this order is effective 

today. 

• 

'. 

Dated __ A_U_G_l_0_19_88 __ ~ at San Francisco. California~ 

STANLEY Vol. HULiZTI 

DONALD VIAL· 
FREDERICK R. DUDA 
C. MITCHELL VlILK 
JOHN B. ·OHANIA.1\[ 

C~oners 
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CACD/CFF 
Deci~ion ______________ __ / 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE7F C IFORNIA 
Application of AZUSA VALLEY WATER ) 
COMPANY for an Ord~r Authorizing ) 
the Refunding of Certain Inde'bted-) Ap:pli-:ation 88-05-054 
ne~~ oi Azu~a Vall~y Water Company. ) (Filed ay 31. 1988) 

(U-32~-W) ) 

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

Summary of Deci~i9D 

Thi~ deci~ion grant~ Azu~a Val~y Water Compa~y (Azu~a) 

the authority reque~ted in the applicat~on. 
Azu~a reque~tz authority, utder Public Utilitie~ Code 

(Code) Sectionz 818 through 830. fot the following. 
/ 

1. To i~~ue and ~ell ~ un~ecured promi~~ory 
note (Refund N~oe) for the purpOze of 
refunding certai zhort-term indebtedne~~ 
in the aggregate prinCipal amount of 
$1. 000,000 and 

2. In eonn~ction~ith the abov~ refunding, 
to remain ~u~ject to the term~ of the 
Credit Agre~~ent dated September 17, 
1987 (attached to the application a~ part 
of Exhibit/C) and executed by Azu~a with 
the well~/FargO Bank, N.A. (the Bank). 

Notice of the filing of the application appeared on the 
/ 

Commi~~ion':5 Daily Callender of Jun,e S, 1988. No prote:5t:5 have 

been received. 

Azu:5a. corporation. operate:5 a~ a public 

utility under the jurisd.iction of thi:s Commi~:sion. Azu~a engage:5 

in the :5ale and di:5'tribution of water 'to dome~'tic. muni,cipa1 and 

• allr1eul t7,,:stomer:s wi thin the city limit .. of the Ci tie" of 
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Azu~:&. Covin:&. Glendora. Irwindale. We~'f; Covina and 'f;h/a~ea of 

Los Angeles Coun~y lying between these eities. ~ 
For t.he 12 mon'f;h~ ended M~reh 31, 19&8. Azu~a reported 

that it generated total operating revenUe~$2.743.&87 and net 

income of $329.817. ~hown ~~ part of Exhibit B-1 a'f;tached to the 

applieation. ~ 
Al~o ~hown a~ a part of EXhibit B-1 i~ Azu~a'~ Balance 

Shee'f; a~ of March 31. 1988 ~umma'ze<i a~ follow~: 

Net Utility Plan'f; 
Curren'f; A~~et!> 
Other A!>~et:s. 

I 
Common E~uiity 
Preferred Stock 
Long-Term /Debt 

/ 
Tot:&l 

Current LAabilitie~ 
Advance~/and Contribution~ 
O'f;her L~abilitie:s. and Credit:s. 

Am~un't 

$7.305.55,5-
801.261 
11Q 125-1 

$8.217.067 

$3.1$$ .. 146 
646.400 

1 .. 940.000 
620.956 

1.539.676 
311,889 

~ Total 

I~~uang~ of R~fund No~e and PiZgu:zion of Che~1't Agreement 
I 

The Indebtedne:s.:s. which Azu6a ~eek~ to refund under the 

application ha~ been. or will be. incurre<i under the Credit Agree-, 

ment dated Jptember 17. 1987 (~ copy of which i~ attached to the 

applicatio~ a~ Exhibit C). Un<ier the Agreement. the Bank agreed to 
/ 

make adv~e:s. to Azu:s.a from time to time up to and including 

Septembex!'l. 1988 in the aggregate prinCipal amount of $l.OOO~OOO . 
I 
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• 
Azu~a u~ed the~e Credit 

Agreement. to finance the expan~ion ~ it~ filtration plant and 

the Qrilling of a new well. ~ o~e Qate of the application. 

Azu~a had directed the advancemrt of a total of $850.000 out. of 

the available $1.000.000 and ~ed all of the~e advance~ for 

the purpo~e~ ~tated in the 9tedit Agreement. By SePtember 1. 

1988. Azu~a plan~ to direc~ or will have alreadY re~~ested the 

final advancement of $l50.000 of the original 

$1.000.000. 

A:u~~'~ ob1 gation to pay the outstanding principal 

. amo~nt under the cr~it Agreement i~ evidenced by the original 

~ note dated SePtemb~ 17, 1987. The terms of thi~ note were ~~ted 
in the Credit Agrl!Jment which call for payment of intere~t on the 

principal amounjat an annual rate equal to 3(4th~ of a percent 

above the Barlk'k prime rate in effect from time to time. Interest 

under the Note! i~ payable monthly. and the principal amount will 

be payable irl full on September 1. 1988 under the Refund Note. 

~ Refund Note which Azu~a proPO~e~ to issue in 

order to rfund the outstanding .shor~-term indebtedness would. 4S 

provided b~ the Credit Agreement ~o long a~ the requi~ite 

Commis~ioJ approval is obtained. restructure repayment of the 

out~tand~g prinCipal balance ~o that the prinCipal amount would 
I 

be amortIzed over ~even years and would be repaid in monthly 

• 

in~tallments. All other term~ of the Refund Note. as dict.ated 

by the Credit Agreement. would be identical to the Note. Azusa 
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would cont.inue t.o b~ ooune by ~ll apPliC.bl"~ CI t.he Credit 

Agr~ement :5.0 long a~ th~ R~:rund Note remai7 oU't.:5-tancilnjf:. The 

.:1e~dlinoe under 't.he ~roe-di t Ag~ement. :ror itruc't.urlns th~ 

out~'t.andl.ng :5.hort-term lndebteclne~s7':5-ep't"!m'oe-r 1. 198B. 'th~ 

m~'t.urlty date- 01' th~ Not~. 

In :5-Uppor-t o:r t.h~ appli~tion. Azu~a :ltate~ that the 
/ 

extended repayment schedule con~ined in the Retund Note will 

provlde a le~~ burdensome deb~ervice than it. con't.alned in t.he 

Note. thereby enhancing AZU~S ability 'to malntaln it~ system. 

Ex,mpNi~p irQm CQm~lNiVe~iddlng Re9uiremen~~ 
According to t~ Comml$~ion/~ Competitive Bidding Rule 

as amended by Resolutl.~ F-616 dated October 1. 1986. competitive 

bidding is not req,uir~ for debt security is:;ue:5 of $20.000.000 or 

less: therefore. Refund Note is exempt. 

reported ~:s. 0: March 3l. 1988 are 

shown below aSl:corded and adju:5-ted to give pro forma effect to the 

reiunding of $1 000.000 in ~hort-term debt by a long-term note in 

the same amoun a:s. follow: 

\;.>tJApoj,;n't 

Total Debt 

Pr erred St.ock 
Common Equity 

Total 

-4-

Mareh 31. 1988 

25.1% 
8 b 7 

33.a 

1l.3 
6~ , fl: 

100~0% 

Pro Forma 

39~1% 
Q 

3~.1 

10.4 
50,~ 

100.0% 
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The Commi •• ion Advl.Ory and Compliance DiVi~ 
has reviewed th~ application and has co~cl"ded t~".a •• 

propo:l-ed reiunaing ot ~hort.-t.erm debt. w:l:t.h lonrerm !in~nclng i~ 

nece~~ary t.o help Azu~a t.o tund t.he planned imprOVement. program. 

However. A.u.a is placed on notice. by thifeCi'ion. that the 

Com.mi:5~ion d()¢:5 not :find. t.hat. A:u:5a':5 cOM-t.ruction program l:5 

~l J k' / ~h nece:5:5ary. or rl!!'.!l:5ona .... e ... or ra't.~-ma l..ng purpO:5es. .. e~e ~re 
I 

i~~ues normally t.est.ed in general rate or rat.e 'oa:5e o£t~et. 
/1 

/ 
/ 

proceedings. 

Findings of £~~ 

1. AZusa. a California co~porat.lon. operat.es as a public 
I 

wat.er ut.ili t.y subject. t.o the j,uri~dict..ion of 'this Com.rn.i~:5l.on. 

Z. The propo!">ed refUn~ng of Azusa I·S short.-t.erm debt. and 
I 

/ 
'the issuance ana sale of it.~ long-t.erm Not.e is for pro~r 

i 
( 

/ 
i 

I 
The proposed ~etunding would not. be adverset.o t.he public 

I 
3. 

./ 

int.erest.. / 
j 

4 • The money. .propert.y or labor t.o be procured. or paio. 
/ , 

for. by t.he proposed refunding and refinancing by t.he Retund Not.e 

is rea~onably required for t.he purposes specified in t.he 
I 

" 
applicat.ion. 

5. There.' is no Y.nown opposi t.ion and 'there i:5 no rea!.on t.o 
I 

delay gran'ting t.he aU'thorit.y reque!">'ted in 'the applica'tion. 
/ 
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1. A public hearing i~ no~ neces~.ary. 

2. The application ~hould be grant~d ~o the extent se~ 

fcrth in the order which follows. 

The prcpc~ed financing~ or lawful PUrpozez and ~he 

money. pro~rty and labor to be oot ined by them i~ re~uired for 

these purposes. Proceeds from t~ indebtedness may no~ be 

charged tc operating expense or~come. 
The following order :4.ould be effective on ~he date o.f 

/ 
signature and payment of the;ree set by Code Section 1904(b) to 

enable Azusa to proceed witll its financings expeditiou~ly . 

IT IS ORDERED 

1. On or after t effective date of this order and on or 

before Septemeer 30. l~a. Azu~a Valley ~ater Company (A~usa) may 
/ 

restructure the debt eVidenced by the unsecured prom1s.sory note 
/ 

(the Note) in the manner detailed in the Credit Agreement dated 
! 

SePtember 17. 1987 and may iss.ue the Refund Note to be effective 
/ 

thro~h September /7. 1988. 

2. Azusa m~ remain subject to the terms of the Credit 

Agreement for s.o;{ong as. the Refund Note is outstanding. 

3. Azus';shall apply the proceeds from any remaining 

advances. under'the Credit Agreement to the purposes specified in 

the application • 

-s .. 
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.. 

• 
4. Azu~a ~~ll file wi~h ~he Commi~~ion Ad~nd 

/ . 

~::::i::::e:i::~ion a report. or report~. a~eqUired by General 

5. The application i~ granted a~ ~e/t forth above. 
/ 

The authority granted herein ~hall become effective 
/ . 

when Azu~a pay~ $2000. the fee ~et b~PUbliC Utilitiez COde 

Section 1904(b). In all other effective 

today, 

D~ted 

• / 
/ 

/ 

/ 

• 


