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D«lsion 096·10·017 ·o<tol><r9.1996 ®OOllfBjllWMlIL 
OEfORB THE PUBLIC UTILITIES COMMISSION OF TilE STATE OF CALIFORNIA 

Application of EAST PASADE~A \VATER COMPANY) 
for authority to borrow $300.000 and issue a not~ under ) 
Sedions 816-830 of the Public Utilities Code. ) 

) 

OPINION 

Summao' of DecisIon 

Application 95-09-068 
(Filed September 29, 1995) 

This decision grants East Pasadena Water Company (East Pasadena) the authority 

requested in Application (A.) 95-09-068. 

East Pasadena requests authority, pursuant to §§816. 817, 818 and §8S1ofthe Public 

Utilities (PU) Code, to borrow $300,000 principal amount through long teml-debt consisting o(a loan· 

__ from its parent company, California-Michigan Land and Water Company (Cal-Michigan). 

Notice of the filing of the Application appeared on the Commission's Daily CaJendar 

of(k(ober 26, 1995. No protests have been received. 

Batkground 

East Pasadena is a California corporation engaged in the business of providing water 

ser.ice in portions of the Citie-s of PaSadena, Arcadia. Temple City and in adjacent territory in the 

County (iLos Angeles. 

For the calendar year 1994, East Pasadena reported it generated total operating 

revenues ofSI.253,901 and a net loss ofS78,958, as shO\\U in Exhibit D to the Application. 

Also sho\\n as part of Exhibit D is East Pasadena's Balance Sheet for the caJendar 

year 1994, which is summarized below: 
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Assets 

Net Plant 
Current A5sets 
Other Assets 

Total 

Liabilities and Equity 

Current Liabilities 
Long-Tenn Debt 
tong-Tenn Capita) Lease ObJigations 
Other Liabilities & Deferred Credits 
Equily 

Total 

Descripfion of the Loan 

Amount _ 

$2,453,607 
58$,9.)4. 
114,551 

$3,754,092 

S 45$,720 
769,084 

5,219 
1,332,711 
1.191.352 

$3,154,092 

East Pa.~dena·s purpOse in reque.sting approval to enter into a loan agreement with. its . 

parent, Cat-Michigan, is to repay advances received from Cal-Michigan in 1994 and 1995. East 

Pasadena has completed construction of new reservoirs t6 increase its storage capacity as 

recommended by Zimmennan Consulting Engineers (Exhibit A). The Commission previously 

determined in Resolutions W·3761 and \V-3877 that the constructiol1 is needed and authorized East 

Pasadena to file for an offset rate increase for rate base up to $4·00.000. This application does not 

address that offset. East Pasadena reechoed approximately $300.000 in advances (rom Cal-Michigan 

during 1994-95 U)complete construction of the reservoirs. 

Cal-Michigan's Board of Directors voted to consolidate the advances during its 

meeting of August 8. 1995 into an outstanding loan of $300.000 (Exhibit O). The proposed IOali will 

provide for a ten year repayment schedule with equal payments, at an interest rate 6f9.5%. fully 

amorti~ed oYer the life of the loan. The unpaid principal and accrued interest , .. ill be payable in 

monthly installments of interest only until December 1, 2004. At that time, the remaining unpaid 

principal and interest \\iII be due in full. East Pasadena has the right to prepay without penalty. 

\Ve have revie\\"ed East Pasadena's proposed loan and have determined that. it is for 

proper purposes and is not adwrse to the public interest. 

East Pasadena is plac~d On notice by this decision that it may not charge the adv~ces 

r 
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e to operating expenses or income. 

Capital Ratios 

East Pasadena's capita) ratios as of December 31, 1~4. shcmn as Exhibit VII, of the 

supplemental data to the Application, are presented below as recorded and as adjusted to give pro 

forma effect to the proposed financing: 

Lons-Ternl Debt 
Common Equi.ty 

Total 

Anlounl 
$ 5,219 
1.191.352 

St.196J~11 

Recorde<j 
Percentage 

.44 
99.S6 

100.00 

Pio Forrna 
Anlount 

$ 30$,219 
1.191.352 

$1,496,571 

Percentage 
20.39 
79.61 . 

100.00 

Capital struclures are normally subject to review in general rate case or cost of capital 
-~ - ------

proceedings. We will not, thererore, make a finding in thisdedsion of the reasonableness of the 

projected capital ratios for ratemaking purpOses. 

- . -----------.::.-,-=------ --=---- ~--

Cash Requiremenfs Forecast 

East Pasadena's cash requirements forecast for 1995 and 1996, are shown as follows: 

1996 1997 1998 
Construction Expenditure.s $194.000 $150.000 $160,000 
Retirement of Debt 

Cal·Michigan Note Principal 7,861 ·0· ·0-
Short·Tenn Debt O/S at Beginning of Year -0· -0· ·0-

$203,867 $150,000 $160,000 
Less: Estimated Cash Available Fronllnternal 

Sources 221,736 202,702 194.398 
Additional New Funds Required From Outside 

Sources ·0- ·0- ·0· 
Total Cash Requirements ·0- ·0- ·0-

East Pasadena's forecasted cash requ~reillents indicate that internally generated funds' 
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e \\ill provide 100% of the utility's cash requirements for 1996, 1997 and 1998. 

findings of Fact 

I. East Pasadena, a California corpo;atio~, is- ~ w~tet-utitl(y subjeCt to the 

jurisdiction of this Commission. 

2. &st Pasade~a has completed construction of new reservoirs to increase its storage 

capacity as recommended by its consulting engineers. 

3. The Commission previously detemlined in Resolutions W-316 I and W·3817 that 

the construction is needed and authorized East Pasadena to file for an offset rate increase for rate base 

up to $400,000. 
, 

4. East Pasadena received apptoximately SlOO.OOO in advances (rom its parent, Cal-

Michigan, during 1994-9$ to complete constru<:tion of the rese.£\·oirs. 

5. East Pasadena requests authority, pursuant (0 §§816, 817, 818 and §851ofthe 

Public Utilities (PU) Code, to consolidate its advances into a $300.000 princiPal amount long temi 

10dI. from Cal·Michigan. 

6. \Ve have reviewed East -Pasadena's proposed loan and ha\'e detemlined that it is 

for proper purposes and is not adverse (0 the public interest. 

7. The money, property, or labor to be procured or paid for by the proposed 

financing is reasonably required for the pu~ses specified in the Application. 

8. In this decision the COl1in\ission makes'no finding as to whether East Pasaderia's 

capital ratios or forecasted cash requirements ate necessary or reasonable (or ratemaking purpOses. 

9. There is no knO\m oppOsition (6 this Application. 

Conclusions of Law 

I. A public hearing is not necessary. 

2. The Application should be gtanted(o the extent set forth in the order 'l"hich 

follows. 

3. The proposed fin3!1cing is for lawful Purp<)ses and the money, property, or labor 

to be obtained is required (or these purposes. Proceeds (rom the financing may not be cbarged -to 
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e operating expense or income. 

4. East Pasadena shaH pay the fee required by PU Code §1904(b). 

ORDER 

IT IS ORDERED that: 

1. East Pasadena Water Company (East Pasadena>. on or after the effecth'c date o( 

this orJ~r is authorized to enter into a loan \\;lh its parent company, California.Michigan Land and 

Water Company in the aggregate principal amount of $300,000 upon temlS and conditions 

substantially consistent \\;th those set forth or contemplated in Application 95·09·068 (Application). 

2. East Pasadena may execute and deliver any or all relat~ docuI1)ents required for 

completion of the financing. 

3. East Pasadena shall apply the financing tor the purposes set forth in the 

Application. 

4. East Pasadena shalt nlaintain, and \\ithin thirty days froin request, provide the 

Commission a copy of the final rOM of the financing. along \\;th any related documents. 

5. On or before the 25th day of each month. East Pasadena shall file the reports 

required by General Order Series 24. 

6. The Application is granted as Set forth above. 
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e 1. The authority granted by this order shall ~come eOhliv¢ when East Pasadena 

pays $600, the fce set forth by Public Utilities Code § I 904 (b). 

8. This proceeding is dosed. 

This order is effecti\'e tod~y . 

. Dated October 9, 1996. at San Francisco, Califol1'lia. 

P. GREGORY CONLON 
President 

DANIEL Wm. FESSLER 
JESSIE J. KNIGHT, JR. 
HENRY M. DUQUB 
JOSIAH L. NEEPER 

Commissioners· 


