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BEFOP.E Tm. RAILRO.k..D COt/MISSION OF 1'HE SX~TE OF' CA1IFOB...1IA 
" ' 

In the Matter of the, Application 
;. I. , • ' • • , ' • 

of 

SOBORBAN WATER CO~1?'>='\!Y 
;, I .. ' I • ;1'" '"", .. , ............ ,. " 

for a.."l order author,izing i,t, Ca) to 
execute a banI;;: l'oan agree:nentv:i th 
American Trust COtl';>a."'l.Y, £o~ &on aggx:e-, 
gate loa.."'l. of $225,,000', 'and, (b): pur,­
s·uatl.t to zai'¢. agr:ee::e,nt.;"to .'1ssue, 
and sell' a' $1:.75;000 c.risccured,,2,-3/4,% 
note f,or:' t,he purpose. of.' (l), r.ec!e~::ing 
$1.72 .. 000', prir..ci?al amo,unt:' of: .Pi:::'.st. ' 
Mortg6.ge' 6%' 'Gold 'Bonds" "Seri-ez A" 
d,ue" December 1;' 1952' and (2). r'ei::.­
o:.lrsing its tr.easury tor :llon,eys , 
e:r.:oended from in¢ome-' for' ca'pital 
addi tions an~ betterments. ' 
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Ap,lic.:\tion, 
No •. 2..722.1.. 

In, 'tr..is ~pplicat:tor." Subu:::,oa.."'l Water Company, ,,'1.: cor- ' .... , 

por,a:t~on, .. aSt;~ per:;u.ssion ,t~ execu.te a loa."'l., ~g:e~mcnt with'. 

~e~icCl.n Tru~t.: Company,. San, Fr ~c.i~ co, Cal!:fo!'n,1"" and. ,is.s ue' its 

2-;/4% prop:1issory note 1..'1. the ;>rinci,p.;:.l:a:l.otl."lt .01' $17.5/000, pay-'" 
, I'; , I, ..' 

able. in 1nstallment~ over a pcrioe, of 't'Nelv~ ye:.!1rs., , A .COlJY., of . 
.' •• ~, I • ~ • 

the loa.."l .;:.greement ..:.nc! ,the no~c arc on fi,l'c in tr.,is, ap,lic;ation:-
• , ' • .' , J 

Appli,ca.'"lt, is engaged ",,$ a public: utility. i."),' ~tl"le . dis .... , . . . . ~ , . 

tl"ibut10n of wate: 1.r..·. uninc.orporat~ territory 'in, Santa·.:Clara· 
, j. i • ~ • '. . ..' t • .... . 

Cout,ltY': ~d.j.ac,ent, ,to; Su..~YV£t.l<: ,anc. M~~~ain V1<:w .. , a.l"J.d- 1."'l: and 'in' thQ.', 
"". - .. . . 

Vi,~7.ty of .Loy.o~a4" • FO,r:}944 ,r..nd., 1945, ,\ipplicant '. reports· opera-" 

ti~g. ~eren~s,.,: ope~a~,1.rl.e.: "expcns.es, ?!ld, !"i~(,:c. ',c!larges . as. folloVls; 
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I .t ems 

OPERATL~C REVENUES: 
wa. ter. rev~ntle s 
Ot.her 

Total revenues 
OPERATING EXPENSES A.:.\JD TJJCES: 

Operation 
MG.intenance 
Provision for depl'ec.ia tion as 
determined by tr~ co~~any (1-1/2% 
of ,de~rec1able proper~y) 

Gen.erai taxes 
Provisio~ for F~dera1 income taxes 

Total operatingexpens-es 
and taxes 

'. Net earnings 
DEDOCXIONS~ ; 

I:lterest -:On funded', d'ebt 
Mizcel1an~ouz i~~erest 
Amortization of bond dizcount 

and expenses 
Taxes ¢n bond interest 

Totsl deductions 

Net income'carried to 
'e2'rr. ee,' 'sur'Olus .... . . 

Year ended D~cember 31, 

1 9 L 4 1 9 It 5 

$65,317 .. 06 $72,033.17 
.311'36 5Q.~ 

$65,348.42 $72,083.41 
--~------- ----------$26-,251.56 $24,t,78.23 

3,475.20 3,040.49 

5,5:33.47 
2,.641.59 
3,900.QO 

5,697.86 
2,599.32 
6.;400'·.00 

$23,54'6.60 $29,.667 .. 51 

$'10,320.00 $10,320.00 
964.74 23.68 

1,3'29 .. 00 1,329.00 
, . 81.:2~ ~~2.aq 

'$l2,695 .. 32 $ll,995.54 
---------- --------.-

As ¢f December 31, 1945, app11'c~t reports s,:;.sets o.r:.Q. 

liabil1.t.1:es as ·.follOws: 

Assgts. 

Pla.."l.t, property r1'ghts, fra."'lc'l".j.,sez, etc'. 
S·p'ecfal deposits 
Co:s h in 'oanks :;oc. onh..:i.nc. 
Customer's t accounts receivable :'l:et 
'M.:l.te:-ia1s arid sllpp,liez 
'prepay:ien. ts 
Bond d.iscount .i.'ld 'exp~nses 

Tot~l ass~ts 

t fa.'b1.1ft l' e-s 

Capital stoek-common4., 000 s~re's 
'no, .parva-llle . 

First mor~gag€ 6% bonds, due 
December 1, 19-52 

Accoun'ts pa~"abl(: 
Cus'tomers t cred,1't, b.::..lanccs 
'Accrued interest 
Accrued taxes 
Ca.stocers:' 'me'te'r'de:x>si'ts 

. Reft1."lcable extc:n·s1on cepos,i:ts 
Cont-r1bu"t1ons in aid of construc~1on·,etc .. 
:Reserve 'ror dep.rec1at-ion 
Ec'l-""ncd surplus 

Tota'l liab11'i'ties 
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$41'5 ,058.'62 
4,119 • .0'5 
~9?072.1S 

4,935.02 
7,218.00 
1,9J.8,.58: 
9.:191.'.2: 

:;'49:I.t., 512.67 

-$107.,687 .. ·23 

172,,00,0.'00 
;6,289.01 

245.8·7 
1,006~66 
7·,·470,.,10 

'745.00 
'6,953.95 

,69,,185,.52 
'59., 921. J 3 

... L '60, 90S .,O.\] 
i:421 ,·511, .. 67 
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As Sho'V:.n :bY app11cant'1 s \,a'lance 'knedt, it ms out­
sta."ld'ing '$172?000 d'f "first lno:r'tg&ge '6% b~nds'? a'cie De¢~~~~r 1, 

::'9'52.' Xbe 'bonds areno'" si.l'ojec·t 'to red~:ption on S'~~y do.ys:' 
notlc'e upon t'ne pa:yn:e:.t 'of the 'prj;.,"lcipal :'Ciie'rciof' a.."'ld rn:'ter~s't 

ac'cr\;:ed 'to the date of r'edecption 'in'd ~.J. :pre~i~i:l of one 'per cent'. 

It is apiL1'C'<Ln't.'t's intent"ion to 'r'eaeec 'tlle 'b~nds·. 

' .... ' . 

Applicar-t a:sks ~ei"m1s':,ion to 'e:xecute .::. lou...'l ag:eement 

wi th Americim IJ:r\l'st COt1~a.ny 'co\ieriri:g ~be 1ssu'e of no-ees 1..--1 the 

aggregate su:n o·~ ~2·i5,600. In "thi'S '~pp11'c"t1on~ s,s said, it o:sks 

perm1ss!on to issue a not~ for $175,000: The not~ ~ill be~r 
interest at the r~te cif 2~3/4% pOl" ~~~Um~ payable m~nth1y~ Tl1e 

lo~~ agreement p=oviees t~~t the company may bo;~ow the $i75~bOO 
, , 

at. a.~y time on or before M~~Y l; 1946: Sb.id sum of .si 75;'000 is 

payable iri succesz1ve :;.rJ!l.ual inzt::;;.llmerits as :follows: 

$10,000 one year 1'rotl.sa1c. da.te .Of borrowing. 
$10,0,0,0' two year $ frc,o s~ic ~ t:c _,of, .bor:-,~"'::Lng. 
$) .. 0,0'00 three y~&.rs, £;:::0::1 said. ,da t€: of bor.::-oVlinz. 
$11,0'00 four yea.!"s t::-om sz.icl d;"t<i of 'borrowing. 
S~l,OOO fiv,e ye~s, ~ro:l s",ic. do.tc of ,bor.ro~!ini. 
$11,000' six years fro::lsaie ,date of Oo:::-ro\:,/~g. 
$12, 000., s,~v:c:;; YC.:l::s 1.'t.Oti. z~ici. d~ te of 1?0=-J;"~~'!.!l:g._ 
$12,000 E!1ght years frorr.. sa'1c! d~t(: oi":borrow:t."'lg. 
$12,000 n!.").e years .frot: s~::d. d~te ,of borr~w~..g. 
$13., oo~r t'en. years froe., ~"~ic. . C:~te ,?f 'oorrow.int;,.,' . 
S1.3:,OOO. e,le~en' years from su1d dd.t<:: or. l:>orrow1b.g. 
$;0,000 twel:vc yeo.rs 1':'0:1 s<:;.1d d~'-ee of Oo!'!"owing; 

" f .,. .'. , ....... 

app11cant"s ?roperties: 

A??l'1c'a.'1-t r~s-e'!"'les the r'i&ht, ~'f i'ts option,' on the 
date" or-' pa#8nt o-t' any of'tht;: irist:;..llriients,' to prepay v;1.thOut 

• • , - • ' 40' • t, ,.' • . • . ' •• I. ' • .' ~ • 

penal.ty?' in an a::lou..~t not l'ess t'han $1,000 or a. .... y multiple there-
• . I" • j' # • '. • • ' '" : . ~ •• .' ~. .' 

of" all" or any part of the princ!.pC41' <J.14ount' of" the $17;,000 note 
Ii •• • _. __ '. J \ . , j. ,..: 

rem~inirlg unpat~,'w1th'1nterest· on the amount so prepaid &ccruea 
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to sT;.ch. date of prepay:::erit.. The i'r;1.r.cipal amount of each jJ!"e­

pa~ent shall be applied on ~he latest maturing inst~llment 0: 
the $175~000 note re~ining unpaid at the time. 

The cocpany will use $172,000 of the not~ proc~eds to 

rede~!!l. i t.s outst~"'l.cling 6% bonc.s, m" .. Q. $3~OOO ~o rc:icourse 1 t.s 

trGasury because of inco~e eXjJended for additions and ~ttercents. 

The lo~ agrec~ent provld~s tt~t subject to the te!"ms 

and conditions set forth in tb~ agree=~nt, applicant cay borrow 

$;0,000 additional at any time ~rior to the oaturity o~ the last 

instal1~cnt of the $175,000 note, in one advance or ~50,000 or 

in one 0:" ~ore adv~ces of $10,000 or any Qultiple thereof. The 

~ddi tional loan shall b0 e~/id~!'lccd by a pro=issory note or notes 

with appropriate ir.sertions ~s to the dzte 01" r:w.turity, pr1r..-

:ent p~y=ents, i~ ~ny, ~d shall b~ d~t~d as or tr~ respectivo 

day or days on which such loan, 0:' tJ...'1.y p~rt thereof, is made. 

The issue of 'the $50,000 ac1dition~l note or :?otes is subject to 

subsequent authorization by the Com:nissiOl:. 

Applic~"l t c'ovcnants 1.."l the loan o.ereemen t tl"U:.i. t so long 

~s any part of the ~175,OOO not~ or. $50,000 notes rem~~~ unpaic, 
4 

it will not, without p:-ior written consent of' AlT.ericc.n Trust 

Company: 

Tf(a) Pledge, ::lortg~ge or otherwise <mcumber all or 
a.."lY part of its o.ssets now ovmed or hereafter '-acquired, except 
by way of purchase moncy ~ortgages, deeds of trust, or cond1-
tiona~ sales contracts, issued or executed in connection with 
the acquisition of' ~o.pital ~dc.it1ons or betterm~nts. 

(b) Declar~ or· pay ~"lY eivic.enas on fJ.ny stock of the 
company nO"'1 or hereafter authorized, issued. or ou~st.::t.nding7 
except out of net earnings accrued subsequent to December 31, 
1945, and e~:cept di "/~t.de!ld.s p~ya bl(;: on COc::lon stock.r or :lake 
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'a:t:.y dist.ribution on a.."l.Y of 'su'chstock, or to sto¢k~olders (if 
the coc.pany, d,irectly or indirectly, by loan or otherwis·e·, or 
purchas-e or red.eem any s·r..ares o!suchs'tock for cash or p!"C?­
crty, or cxcha.."lg¢ bo::'lo.s, notes or other evidences of indeot'ed~ 
ness for a."'l.Y such shares·. 

(c) Liquidate" dissolv~ or eonso11d.a'te wi't':l. ¢l" merge 
into or with ar:::r other conoration or corpo:::'ZLtio:ls'" 

Cd) Sell, convey, leas'C or otherwise di::V0slJ 'of a.,Y),j 
substantial part of its assets or business. 

(e) C~"'l.ge the present c,~r~c~~r of its bUsin¢sz. 

(f) Inc\lr any 1r..d.ebtedness or l1aoili ty, except. current 
liabilities 1.."l the orc.ir.a:r-y cot;.rs~ of busir..ess and short term 
loans froe you L"l. the ordinary co~rse of b~sitiess. 

(g) Guarcn tee, assume or 'b(;:co'l':oe li<ible upon a..'1.y in ... 
debtedness, obligation, underUi.kir..g or li:lbilit:r of a:;.y other 
person, corpora~1on or org~~ization or ext~~d its credit or 
oake any loac or advance to any other per~on7 corporation or 
organization .. 

, (h} E:n;>l~Y liJrJ.y of its fu."l.ds for the purchase of or 
investment in any capital assets of any other ~~rson, eorpor­
stion or orga.niza:~ion, either by stock purchases or otherwise; 
except, however 7 capi't31 c.<idi tions a.."ld. bet termen ts' to the 
companY'spresen~ prcp~rties ~"ld busL~ess purchased for c~sh 
or as permitted oy su~par~graph (u) of this paragr~ph '5. 

(i) lfmke any sc.bstant1:;;1 cr..ange :1n its mLnagcrilcnt,. 
~crsonnel or policies. n 

Ap.pliC'&nt states 1.'"1 j,ts applic~tion that the paYtlent of 

the $1,720 of pre~~~ on its bonez, the paymen~ or ~ rinde~'s fee 

of $1,720, and the p~yment or all expenseS ~~cide~t t~ the' re~ 

demption of' the "oonds and the issue or the note ~,-i11' be paid 

i:rom fW'lds in 1 ts treasury. It f(lx-thor re'p'orts t~t the 

$9~l91.22· o~ un~ortized oond 6iScoont ~~d expetise attributable 

to- tho- issue of t::'e bonds will be cb.::.rg,ed to earned surplus'. 

Through. the re.t"a."ld:!ng of its bonds as herein indic~'Ced; applicant' 

vr"J.ll effect a mini::lt.Ull annual saV'i..."lg in int¢ros~ charges 0'£ 
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The Commission has considered Suburo(lI). Water CO::Jp.:.:.r.y.' S 
" ~ • .,1 j I " ",:," 

requests a.,'''ld is o! the opinion :this is .no:t- a ~t~er on VI:neh a. 
: I. • . "" • , .' •• 

hearing is necessary; th::l.t the !:lon(:y~ pro:perty or laoor'to 'be 
• .'. , . ~ • • .:' ~ • " '. I '. ~ , " 

procured or. paid for throug.h the i~sue of the, ?ote !?-c!"e:L'1. ~utho!"~ 
I. .:-: ' , .;,. • • ~ '.~' • I • . • I' • ' • .' 

ized is reasonably required by Suburpan ~aterCompany for the 
.- ... -,I • . . . 

purposes herein stated; thbt such purposes a:::'-e not, in whole or 
I ,. ~ ~ '. ." .' , ~.. " • • I" • . 

in part, reasonably c~rge~ble to· op0r~~1ng ~xpenses or ~~ 
• I t ~' • • \, ~ • 

income~ and that this appl1cation should b~ gr~~ed ~s here~ 
.• t'. f :.',.. • • ~ 

provided, there~ore, 
• I. • '.' • 

IT IS HE~BY ORDEP.ED as folloVls: 

1. Suburban W~ter Company may, ~tcr the ef!0ctiv~ 
• • ," ~ r " • • • • "'. • • • 

date hereof and on or before ~une 1, 1946~ execute a loan ~~~c-
• • ' . '. ... •• ,. t .' '. • ~ •• :, 

~ent in, o~ SUbstanti~lly in, the s~me form ~s the 

on fil~ in this spp1icatio~ as Exr~b1t ~B~. 
. '.1 , : "' ., I'·' 'I, 

loo...""l agreer-en t . :' 

2. Suburban Water Company ~ay~ ~fte~ the effec~ive 
" . 

'. ~ . 
dat~ ~ereof and on or b~fore ~~~~ l, 1946, issue to ~eric~""l 

• "1' I I " • 

", " . ,/' 

Xrust Company its 2-3/4% promissory note !or the principal azo~'1.t 
, • • ," • "'''' • t •• ' • .' • • J ~ 

or $175~OOO, subject to the ~rovisions or s~id loan agrcero~nt, 
• ' '. -: I • • '. • , .: " \ • 

and use $172,000 of tb.e proeeeds~ together w:tt·h, .f~ds.1n :1'.ts 
" f '. • •• ' . ,0 • •••• 

treasury, to redeem its outst~nding first cortgage 6% bonds; ~~d 
, " • • ',' • . • I~ I 

use $~,OOO to reimburse its treasury because of income expended 
••• , • ' • ., ,,'. ,,'. J I • • ..... • "1 • • f A 

for additions and bette~ents • 
• ,. I, • 

~. Within th1r:t~ (30). d.D.y~ ~~.er ,;;e issue of :the not~ 

herei.n authorized, Subllrban· Water Company shall file with the 
~ • • ,.' ." • • • I , • '. • • • • '. , • ' 

Railroad COlr.:nissior. two certified copies or the 10.':1.."" agreement, 
• ". ~ J' I " '. r p.. . ~ l, .' , - , ,. . ' .. 

execute~. under the autho~~t~ ~e~~.~ gr~te~, a ~o~~~ or the. n9.te 
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issued ucder the authority herein gr~nted, ~~d a statemcn~ 

zho'/rlng the purposes ~or which it.expended the proceeds of sa!d 

notE:. 

4. The ~uthorit:.~ herein grantee v.'111 b<:co::e ¢ffectiv(: 

when Suburban W~ter Co~pan7 ~~S paid the fcc requ1r~d by Section 

57 of the Public Oti11-:ics Act, lIhich: fee:: is Tw<::nty-fivc ($2;.00) 

Dollo.rs. 


