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BEfORE TilE PUBLIC UTILITIES CO~tMISSION OF TIlE STAtE OF CAUfORNIA 

In the Malter of the Application of SAN GABRIEL) 
VALI.EY \\,ATER CO~tpANY U-337-W. for ) 
3u,hOrilation to (I) obtain debt capital not to ) 
excecd 530.000.000. and (2) obtain an exemption ) 
from the Competitive Bidding Rule. ) 

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

OPINION 

Summar\" of Dfcision 

Application 98-05-021 
(Filed May 5, 1998) 

This decision giants San Gabriel Valley \Vatec Company (San Gabriel) the authority 

requested in Application (A.) 98-05-027 (Application). 

San Gabriel requests authority. pursuant to §§ 816 through 830. and 851 of the Public 

Ulilities (PU) Code for the following: 

1. to obtain debt c aphat in an aggregate principal aniount not 10 
exceed530.000.000 through the i~uance and sale of one or more 
additional series of San Gabriel's First Mortgage Bonds. 
debentures. promissOl)' n(ites or other evidences of indebtedness 
(collecti\·ely. Debt Securities) in tnore than one finallcing; 

2. to use the net prOc~eds froni the sale of the Debt Securities to 
reimburse its tre3sury fot monies eXpl'nded and to be expended for 
expansion and betterment of utility pJant and to tefund debt 
sccurities retired and to be relired at maturity and through sinking 
fund payments' and redemption (including prcl:niums. if any); and 

3. to obtain all exemption from the Commission·s Competitive 
Bidding Rule for the issuance of the Debt Securities. 
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NNkc of the ming of the Application ap{X'ared on the Commission's Daily 

Calendar of May 18. 1998. No protests have been received. 

Rackground 

San Gabriel. a Califomia corporation. operates as a'watcr utility under the jurisdiction 

of this Commission. San Gabriel eogages inthc prodUCliQ~. distribution. and sale of water in 

los Angeles and San Bcmardino Counties to approximately 71.400 customers as or 
Ikcember 31. 1991. 

SanGabriel O\\;OS welis. pumping equipment. water trealment equipmenl. reser\'oirs 

and tanks, (ransmission inains, distribution nlains. services Md appurtenant melers. fire 

hydrants. ofllte buildil.lgs, general shops. warehouses for materials and supplie.s. and other 

property necess-a')' in the conduct of its business. 

FonhC twelve months ended December 31. 1997, San Gabriel reported it generated 

total opecating revenues Of $50,558,913 and net income of S1,862.411 as shown in Exhibit A { 

to the Application. 
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San Gabriel's Balance Sheet at Dc-cemtx-r 31, 1997. shown as part or Exhibit A, is 

SUI11Ill.lIilc:d as foUo,,"s: 

Assets 

Net Utilil)' Plant 
Invcstment and fund A("Counts 
CUffi'nt and Accroed Assets 
Dl'ferred Debits 

Total 

Liabilities and Equity 

CQrpOrate Capital and Surplus 
long-lem'! lkbt I 
Oment tmd Accrued Lbbilitics 
Deferred Credits 

Total 

Description of .'inancing 

,\mount 

SI26.244.29O 
297,708 

5,356,618 
5,32';,141 

$137,223,817 

Amount 

S 51,343~OI5 
17,911.500 
19.929.318 
48,033.984 

$131.223.817 

San Gabriel propoSe.s to issue. sell or de}i\-er, in more than one financing. Debt 

Securities in an aggregate principal amount not (0 exceed S30.000,OOO. 

The precise amount and liming of each financing. the market in and method by which 

it is effected. the price and interest ralc (which ma)' be fixed. adjustable or variable) and other 

malelial provisions of the Debt Securities issued in each finanCing will be deteClluned by San 

Gabriel. within the constraints set forth below. with duc regard for its financial condition and 

requirements and the then prevailing and anticipated market conditions. including competing 

demands for funds. existing at the time of each financing. 

I. First Mortgage Bonds - bonds would be issued in conformity with the 
provisions of, and secured by. San Gabrie)'s Trust Indenture, dated 
September I. 19-15. as amended and supplemcnlcd. 

I BtCNt un3mOltilN di~ount ~ np.:nsc amount (lef $S9.809. 
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2. Ddxntur~s and Notes· d{'bcntur~s or prOmiS50l)' notes. may be 
rJaC'ed privately and m3.}' haw fixe-d N floating rates of interest. Such 
deocntures or prOlllissQry not~s would be iSs\K'd in 3C'<'oldan('c with an 
intkntur~. pun:hasc agreement Of other dQC'urnenl that would set forth 
too aggr~gate pnndp.'\l amount, lIlaturity. defauit. and other materia} 
provisions of such debentures or rromissol)' note·s. 

3. Medium-Ternl Notes ~ medium-ternl notes. are notes that nlay be 
offered on a C:Qntinuous or r-:riodic basis. ~'faturities generaH)' range 
from nine months to 15 )·ears. although the}' can extend (of'more than 
30 years. They rna)' be soJd in private offerings. with fi,xed or floating 
r<.ltes. in senior or subordinated (orm. Medium-ternl ilOtes CaIl l?e 

. tailored to an investor's specific maturity needs so as to achieve the 
lowes.t cost of funds. 

4. Loans- fr<;fi\ lime to time it may be advantageous for San Gabriel to 
bono\\' directly froll1banks t insurance companies or other financial 
institutions. San Gabriel intends (0 confine its borro\\'ings of this 
nalure to situations designed (0 {esult in a lower oyerall cost of money 
and/or tnore advantageous terillS and conditions than that available 
through the issuance of oth.:-r types of IX'bt SeCurities. 

The Dc-bl Securities as slated in the' Application rna)' be issued as One Of more 

additional series of San Gabriel"s First Mortgage Bonds or as debentures, promissol)' notes or 

other cvid.:-nces of its indebtedness. Eadl financing will be effecled through the use of 

indentures. offering documents. purchase agreements. loan agreements, Of other documents 

and instruments customary for the financing method sele<:ted by San Gabriel. 

\Ve will authorize San Gabriel's proposed issue of Debt Securille-s in the aggregate 

principal amount not exceeding S:30.000.000. \\'e place San Gabriel On notice that the 

reasonableness of any resulting intere.SI rate and cost of money arising from debt capita] are 

nomlaUy subject to review in general rate case proceedings_ 

We wiIJ require San Gabriel (0 maintain, and, within thirty days from request, provide 

the \Vater Division any Of aU of the foJrowing: 

1. The price, interest ralt, and other tenns pertaining to its issuance of 
Debt Securities. 
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2. Copies of the indentures and suppJC'mental indenturts selling (orth, 
among other things,too a~g(egate principal amount, interest rate. 
redcmption and sinking fund requirclllcnts.. and the maturity date of 
issucs of bonds and debenturcs. 

3. Copks of the agreen~nts SC'lling forth, among ol~r things, the 
aggregate principal amount, interest ralc, final mahlrity date and 
other itClllS of an)' serks of nNcs or other e\'idences of 
indebtedness. 

IN~mpti()n from Competith-e Bidding 

Commission Resolution F-616dated OCtobC'r I, 1986, provides that the COlilpethi\'c . 

Bidding Rule applies only to utilities willi oond ratings of "AU ot higher. San Gabrfc-l has 

infomied staff that it has not been rated by any rating company. The May 1998 and earlier 

issues oJ Standard and Poor's Bond Guide do not include Sari Gabriel in irs broad list of 

bonds. Accordingly, San Gabriel is exenlpl from the requirements of the COllljJC'titi\'c 

Bidding Rule. 

s 
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Construction Rudg('l 

San Gabriel's estimated ('()nst{\l~lion budgets for calendar years 1998 and 1999. 

included as Exhibit C to tht~ Application, atc as follows: 

Item 

Land and L1nd Rights 
Slru\,lur.:-s 
'\'ells 
Pumping and Equipinenl 
Water Treatment and Equipment 
Storage. 
Transmission and Distribution Mains 
SCl"ices 
Meters 
Hydrants 
GenC'ral Equiptnent 

S 200,000 
1,500,000 
2.500,000 
3,000,000 
1;250.000 
6.250,000 
2.(X)(),OOO 

300,000 
500,000 
700.OCXJ 

s 
1999 

300,000 
1.000,000 
1,500,000 
2,000,000 
1.500,000 
).500.009 
1,300,000 
2.300,000 

300. ()()() . 
S()()" (I()() 
800,()()() 

Total $18.iOO.000 $19.000.000 

'Ve will not make a finding in this dl'Cision on the reasonableness of San Gabriel"s 

proposed construction program. Construction expcndil\lres and the resulling plant balariCi's 

in rate b.lSo~ arc issues which are nomlaJly addressed in general rate case proceedings. 
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Capital Ratios 

San GabrieJ's ("~pila) ratios. as of DI.'Cemocc 31. 1991. submitted as part Qf Exhibit C 

to the Application. are presented below. as r('corded and as adjusted to givc pro fonna dfe,l 

to the issuance of the D.:bl Securities and eSlinllted income from olX'(ations: 

R{'C'orded Pro-Fom13 
Amount Percentage Amount Percentagc 

l-Olig-Term IXbt $17.851.691 23.6% S43.783.150 42.8% 
Short-Ternl IXbt 6.400.000 8.5% 0.0% 

Total Debt S24,257,691 32.1% S43.183.150 42.8% 

Equity ~1.343.()15 61.9% 58,462.215 57.2% 

Total S15.6OO.706 100.0% S102,245.365 100.0% 

These pro (orma capitalization ratios are adjusted for the proposed long-tl!'nn debt 

issues (less sinking fund paYfllcnts. r('demption of long-term debt and amortization of 

discount, expense and loss on (('acquired debt during I99S and 1999.) Common Equity is 

adjusted for estimated c('tained earnings. 

Capital structures are nonllaUy subject to review in cost of capital Or general rate case 

proceedings. \Ve will not, therefore, make 3 finding in this decision of the reasonablencss of 

the projccted capital ratios for ratemaking purposes. 

1 
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Cash Requirements Forera\( 

San Gabriel's estimated cash (cquir.:-ments for«as.ts are summarized as follows: 

Funds Nceded (or Construction 
Less Ad\'ances for Conslnlclion and 

Contributions in Aid of Conslrt)ction 
Funds Re9uired for Construction 

Expenditures 

Relirementof long-Term DeN: 
Redemptions . 
Sinking Funds Payments 

Sholt-Terni Ikbt OIS Beg. of Year 

Total 

Less Estimated Cash Availabfe 
fromlnteinal SOllrces 

Additional New Funds Requir.:-d 
from Outside Sources 

1998 1999 

S IS,'200,<X>O S 19,000,000 

(2.400.00()) (2.400,000) 

S 15,800,000 S 16,600,000 

3.400,700 
563.750 

6,4Qg,OOO 

o 
o 

4,500,000 

$26,164,450 $21,100.000 

6;139,450 ~75.000 

$19,425,000 S14,925,OOO 

San Gabriel's eslirnated cash requirements indicate that it would require additional 

funds froill external financing sources amounting to $34,350,000, Of which a net amollnt of 

529,850,000 will be provided by the sale of Debt Sccuritic.s and $4,500.000 by short-tcnn 

. debt. 

Use of Proceeds 

Sari Gabriel proposes to usc the net proceeds from the sale of the IXbt Securities to 

(J) reimburse its tre-ClSUI), fOi monies cxpe-nMd and to be e-xpe-ndl'd for expansion and 

beuerment of utility and (2) re-fund $3.500.000 debt securities relirC'd~ $3.353,750 to be 

retired at 1l)3turil>'; and provide for $3,382,500 through sinking fund payments and 

redemptions (including premiums, if any). 

s 
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The proposed usc of proceeds is (or rro~r purposes and is not adwrsc 10 the puhHc 

interest. San Gabriel is placed on notice that the proceeds from the lo:m cannot be chargcd to 

oJX'rating ('xrcn~s or incomc. 

In Resolution (Res.) ALJ1I116-2993 dated May 21. 1998. the Commission 

prelimin:uil)' categorizcd this Application as ratc-selling. and prcliminarily dctcnni l1cd that 

hearings were not flccessary. No protcsts have ocen recclved. Given these dewropmcnts, a 

public hearing is not necessary. and there is no need to alter the preliminal)' determinations 

made in Res. AU!l116-2993. 

I<'indings of i'a~t 

I. San Gabriel. a Califomiacorpocation. is a public utility undu the jurisdiction of 

this Coni.mission. 

2. San Gabriel needs external funds (or the purposes set forth in the Application. 

3. The proposed issue of Debt Securities is for proper purpOses. 

4. It is iii the public interest to authorize San Gabriel to detemtine the precise amount 

and timing of each financing, the market in and 111cthOd by which each financing is effected 

and the (emlS and pro\'isions. price of and interest rate of the Debt Securities issued in each 

financing. 

5. Authorizing San Gabriel to mortgage or otocn\'ise encumber its properties as 

security (or its Debt Securities or other evidences of indebtedness is not adverse to the 

pubJic interest. 

6. The money, property. or labor to be procured Or paid for by the proposed lXbt 

Securities is reasonably required (or the purposes specified in the Application. 

1. San Gabriel does not have any bond rating. 

8. The Commission does not by this decision determine that the construction hudget. 

capital structure. and cash requirenlentS forecast presented herein are necess:u), or 

reasonable (or catcmaking purposes_ 
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9. Noticc of lhe filing of the AppJica.(ion appeared on the Commi~ion's Daily 

Ca.lendarof May 18. 1998, and rio protests or requests (or rehearing have ocen re,ein~·d. 

There is no known opposition (0 the AppJication and no reason to deJay granting the 

authority (equested. 

Condus(ons of Law 

I. A public hearing is not fie-cessin)'. 

2. Rules of Practice and Procedurc· Rules 6 through 6.5 do not·apply in this 

proceeding. 

3. The Application should be granted to the extent set forth in the order which 

follows. 

4. The proposed issue of IXbt Securities is for lawful purposes and the money. 

property. or labor to be obtained is required for these pUJPOses. Proceeds from lhe debt issue 

may not be chruged to o~ralirig expenSe or income. 

5. San Gabriel will pay the fee in accordance with PO Code § 19O-t(b). The fcc 

computation should take into account lhe ftc exemption for the refunding of outstanding 

indebtedness on which a fee has already been paid. 

6. The following order should be dfeclive on lhe date of signature. 

ORnER 

IT IS ORDERED thaI: 

I. San Gabriel Valley 'Vater Company (San Gabriel), on or after the effective date of 

this order, is authorized to do the following upon lerniS and conditions substantially 

consistent with those set forth iii Or contemplated by Application 98-05-021 (Applkatlon): 

a. (0 issue and sell Debt, S~curities in tin aggregate principa1 amounlnot 
to exceed $30.000,000 through the issuance and sale of one or n'lore 
additional serics Of San Gabriel's First MOrtgage Bonds, debentures. 
promissory notes or other evidences or indebtedness; 

to 
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h. to use the oN proceeds from the sale of the Debt Sc(urilics to 
reimburse its treas\lI)' for monies expendc-d and (0 be expended for 
expam-ion and octterment ofuti1ity plant and (0 refund debt securities 
reHred and to be rNirro at nllturity arid through sinking fund payments 
and rcd('mplion (includirtg prc-miurils.'f any); and 

c. to delC'llnine .he predse amount and liming or each financing. the 
market in and method by which each is effc-cted,the price and interest 
rate and other material tenns and provisions (including. if any. the 
terms of redemption, repurchase, st'(urity. and subordination 
provisions) of the borrowings and of any Debt Securities related 
thereto. 

2.· San Gabriel's proPosed issue ofOtht Securilie-s is exempt from the requirements 

of the Conunission's Competili\'e Bidding Rule. 

3. San Gabriel shaH mai~lain. and within thirty days from requesI, provide the 'Vater 

Division an)' 6r all of the f01l0\\'ing: 

3. The price. inte-re-st rate, andolher temlS pertaining to the is.suanc~ of 
Debt Stcurilies. 

b. Copies of theindenturesand stipplemental indentures selling forth. 
31iloragolhcr things, the aggregate principal amount. intere.st rate. 
redenlption and sink~ng fund r~quirel1lents and the maturity datcof 
issilcs of bonds and debentures. 

c. Copies of the agreements setting forth. among other things,the 
aggregate prjncipal amount, interest rare. final nlaturity date. and other 
items of any series of notes or other evidences of indebtedness. 

4. On or before the 25th day of each month. San Gabriel shall file the reports required 

by General Order Series 24. 

5. The author,ty granted by Ihis order shall become effective when San Gabriel pays 

$17,632,111C fee set forth by Public Utilities Code § I ~(b). 

II 
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6. Application 98-05-021 is close-d. 

This order is cffecli\'c today. 

Dated July 23. 1998. at SaIl Francisco, Cali(ornia. 

RICIIARD A. BlLAS 
Pre-sidc-nt 

J. GREGOR\' coN to>: 
JESSIE J. KNIGHT. JR. 
HENRY M. DUQUE 
JOSIAH L. NEEPER 

COnimissioners 


