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Hezbert J. Goudge, for spplicant,

LOVELAND, Commiscioner.

Opinion

Sawtelle Water Company ia.engagcd in the business of
supplying water to the city of Sawtelle and outlying territory
in Los Angeles County. It has outstanding stock in the sum orv
$50,000, consisting of 5,000 shares of the par value 07310 each.
Its incdebtedness consists of $14,532,56, of which 512,566.12 in
due the Santa Monica Water Coxpany. The balancé repreaenté
audited vouchers and wages unp&;d. The applicant dosi:es tq -
mako certain extensions to its distributing system necessary in
the concht of 1ts business for the year 1914 at & cost of
- $10, 467.44. These propoced expenditures are set forth in Exp N
hibit ”C' attached to the application on file with this. Commiasion.
Fo* the purpose of ypaying off its floating indebtedneas
in the suz of $l4, 552.56 and to provide for necessary e:penditures "
in the sum of #10 467.44 applicn&ion]ia made by Sawtelle Water T
Company for authority to issue $25,000 of 5 per cent th;rty yeax
‘bonds. : |

For the year 1912 Sawtelle Water Company rqported gross

earnings of $10,005.50 and a profit for the yesr of $3,367.59.

For the year 1913 it‘reported gross earnings o£,$9,338'84 and'é
profit for the year of $937..6.
The applic&n* hae Tiled an inventory of its pro;ertiee

in the sunm of 354,531.79, which 1ncludc= the pum of $12,200 for
water Tights. |




| Among applicant's curront agsete is a sum duo from
the Santa Yonica Land and Vater Company in the amount of
Q}4,992.62. The control of Sawtclle Water Company ic vested |
in the same parties who control Santa Monica Water Company and
Santa Monica Land and Water Company. The spplicant hereip is
indebted to Santa Monica Water Compsny in the sun of 312,567.12
and at the same time i 2 creditor of Sants Monica Land and VWater
Company in the sum of $14, 992.62.

It was urged on behalf of the applicant that it should
not be reqni*ed to offset these items one agaivat the other;
that the coxpany had earned a surplus of $17,799.91 end that the
314,992.65 losneld to the Santa Monica Land and Water Company'mighx
be consirued a5 a dividend paymente.

Of course this sum was not paid out as a dividend but
consiste of advances made from time o time to Sanie Monica Land
and Water Company. The power of this Cormission to authdrizoy;gf
sues of bonds for reimburasement purposes is limited undér Sect;§n
52 of the Pudlic Utilities Act, under the pro&isions of which re-
imbursement may be authorized oﬂly for expenditures within five
years next prior to the filing of the application. The utirity;”
muct establish that its surplus was earned after proper provision
for necessary operating expenses, deprecilation and fixed charges.

When such & showing has been made, it is then for the Coxmission

to dete:miné whether the pudblic interest requires that bonds be

issued,

The precent application is for authority to issue bonds
to pay an indebtedness and not to reimburse applicant for moneys
expended from income. An application for reimbursement must be
substantiated by proper chowirg that such money has been earned

and thereafter invested for iurpoaes properly chargeable to cap-

ital account.




In the absence of auch a showing I believe that the T
applicant should settle its account with the Sanxa Monica,wap

“er Company Trom the moneys dve from the Santa Monica Lsnd and
Water Coumpany.

It is clear that the extensions which appliéant de-
sircs to make to its system are required in the conduct of its .
business and I recommend that it be authorized to borrow sudh
moneys &8 may be needed up to $10,500 for additions to its syatcm.
I do not believe that it is necessary to resort to a bond issue
to raise this sum and I shall therefore recommend that the ap-
plication for bonds be denied and that the company be given
authority %o issue its note for these purposeéi

I recommend the following form of order:

Crderx

Sawtelle Water Company having made applibation ‘o
this Commiseion to issue $25,000 of § per cent thirty yesr

bonds, and a hearing having been teld and it appearing for the

reasons set forth in the foregoing opirion that the application
should be denied, '

IT IS EEREBY ORIERED that the same be and it 12 hzre-
by denied, '

IT IS FURTHER ORIERED that Sawtelle Water Company be
given auth§rity and it is hereby given auxhoxiﬁy,to issue its
note or notes in & sum not to exceed $10,500 for the pﬁrpose
of making additions and betterments to its plant and system in
and comtiguous to tke city of Sawtelle, Lo3 Angeles County, in
accordance with its Exhibit “C* on file with this Comﬁiagion
in connection with the application herein.

Said note or notes shall be issued for & period not

to exceed Tive years and at a rate of interest not to eoxceed

7 per cent.




The authority herein givea shall apply to suck note
or notes as shall have been issued prior to\Januarj i, 1915.

Sawtelle Water Company shall ke2y separate, true,
apd accurate accounts showing the feceipt and application in
detail of the proceeds of the sale of the néze.or notes heredy
authorized to be issued; and on or before the t&enty;rztth day
of cach mpnéh the company shall make verified reports to thez
Comi ssion é%#ﬁidg %he sale or salec of said note or notes Adur-
Lng the preceding month, the terms and co;;;tiogs of the sale,,
the moneys realized therefrom, and the use and application of
such moaeys, ;3ll in accordance with this Commission's Genéral
Order No. 24, Which order, in so far a8 applicgbio, iz made &
part of this order.

The suthority herein given is conditioned upon the
payxent by the applicant berein of ihe‘ree preacribed:ugaer the
Public Utilities Act. |

The foregoing Opinion and Order are hereby approved
and ordered filed as the Opinion and Order of the Railroad
Comzission of the State of Californis.

of April, 1914.

_ Th
- Dated at San Francisco, California, this '// - day




