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Decision No. BRAESA-

EEFORE THE RAILEOAD COMMISSION OF THE STATE OF CALIFOANIA

SRIGINAL

In the Matter of the Application
of

SUBQRBAV WAIQP CQ?°3NY

for an order authorizing it \a) o
execute & bdnk loan agrcement wivh
American Trust Company, £Or an aggré-.
gate loan of $225,000 and (o). pur-
suant %o said agreezent, to is:s

and’ sell a’ $175,000 arsecured. 2-3/4p
note for the purpose of (1) receauinb
6’72 000 principal amounts of, First
o*tgage 6% uold'Bonds "Series A,
due’ December 1, 1952° and (2) ref
bursing its treasury for money,,
expended from income for capital
addlt -ons 4nd bettermc&ts.

Application.
No.. 27221,
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In,;his appiication, uubu ban Water Company, .a ¢or=
poration, asks permlscion to execute & loan.ugreement with .
Aqerican,TrugptCompany,,San'Franc;sco, Califiornia, and.issue its
2-3/4% promissory note in the principal :amount .of $175,000, pay--
able in installments over a period of twelve yeurs. . A.copy. of -
‘t@e lqan agreement and the note arc on file in this application
as Exhibit "Br. T

App;LCdn* is engaged.as a public: utility in the .dis~. -
tribution of water in unincorporated territory in: Santa.Clara
County adjqcept 0. Sumnyvele and Mountain View, andé in‘andé 4in the.
vipipipy of_Loyo;a.w_:o:&;944,and4*945“applicant1report,‘opera-=

ting, revennes, operating expenses. and. fixed .charges as. follows;
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Items

OPERATING REVENUES:
Water revenues
Cther
Total revenues
OPERATING EXPENSES AND TAXES:

Operation

Maintenance .

Provision for depreciutlon as
deternined by tae company (1-1/2%
of depreciable proonrty)

Generzl taxes

Provision for Federal income taxes

Total operating expenses
and taxes

' Net ea“nings

DED“C;IONSP

Interest on funded.debt
Miccellaneous interest
Amortization of bondé discount

and expenses
Taxes on bond interest
Total deductions

Net income carried to
earned’ surplus

Year ended December 31,

19 4 4

$65,3;7.06

31,36
$26,251.56

2,475.20

5,533.47
2,641.59
3.900.900

$41,801.82

slo,séo.oo
IR

1,329 OO
$i2, 695 32

$72,033.17
.___:xz.ga
$72,083.41
$24,678.23
3 ,040‘349

5,697.86
2,569.32

slo,szo.oo
23.68

1,329.00
202,36
$11,995.54

As of December 21, 1945, applicant reports
liabilities as follows:

Ascete

Plant, property righu,, franchises, ete-

Special deposits
Cash in banks ané on hand
Customers® accounts receivatle net
Materials and supplies
Prepayzents
Bond dzscount and expenses

- Total assets

Lﬂ&p;lgtzes

Capital stock-common 4,000 shares
no par valuc .
First mortgage 6% bonds, cue
December 1, 1952
Accounts pajable
Customerst credit vulances
Accrued interest
Accrued taxes
Castomers' ‘me'ter aeposits
Pefundable ext¢énsion deposits
Cont ibution
‘Reserve for depreciation
Earned surplus
Total liabilitie

in ald of comstruction, e¢te.

$415,058.62

4,119.05
49,072.153

4,935-02
7,22.8.00

1,%18.58
)

1.22

§é2;12%%327'

$107,687.23

172,000.00
6,289.01

245.87

1,006.66

T, 470+10

745.00

'6,953.95
69,-85 52

5 )921 13

=02.008.00
;‘a/*%:l 1 21 ?"067. )

00
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As shbﬁn:by applicant's balande ‘saéet, it nes out-
standing $172,000 of fi*st nortgage 6% bo&db, dde Decemver 1,
1952.° The bonés are now shbject to redemption on gixty Qa}Sy
notice upon the payment of fhe'principal %ﬁé&ébf’aﬁd iﬁtérés%
acerued to the dave of fe&ebﬁ%iéﬁ'énd a*preéiﬁhféf éﬁé\Sér cent.

It 4s applicant?s intention to redecm the donds.

Applicint asks permission vo execute & lowr agreement
with Americen Trust Company CoVeridy the issue of dofe; o) %he
aggregave sun o? 3225,000. Tn this applicgtion, a& said, it asks
permission to 155ué a note for $175,000" 756 note will boar
interest at the rate 6F 2-3/.4% por annim) bé?aﬁlc monthly. Tie
ioan agreement ﬁ“oviéés that the company may Yorow the bl75 OOO
at any time on or before May l, *946 S¢id sum of 9175 OOO

pafable in successive wrnual fnstulinenss us Sollows:

$£10,00C one year from . saia daté o’ borrowxnb.
SlO 000 two years from said date of, bqr*0a¢ng.
lO 000 three years from said date of borrowing.
l 000 four years f{rot stid date of borrowing.
bll 00C five years from suid datc of porrowing.
bll 000 six years from said .date of or owing.
312 000, seven vears from said date oA'bO“rOW,ng.
312;000 etght years from said date o¢ Dorrowids.
$12,000 nine years.from suid date .of borrowing.
813,000 ten years from said dute of vorrowing. . |
513,000 eleven years from said date of borrowing.
550 000 twelve years from szid dute of dborrowing.

The payment' of the $175,,000 will not be secured by 4 Iienm on

applicant?s propértiés.

Appl¥cant réserves the right, at” 1%s option, on the
date’ of payment of any of the iistallrents, t6 prepay wAthout
Sed2lty, in ad smotnt not less than $1,000 or any maltiple there-
of, all  or any part of thé primcipal umount’ of the Slﬁf;bbo note

oy * L : ] ‘e . * . 4 . . oot el
remaining unpald,: with interest on the anount soO prepaid acerued

-3
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%o such date of prepaymewt. The principal amount of each pre-
payment shall be zpplied on tThe latect maturing installment of

the 8175,000 note remaining unpaid at the time.

The company will use 3172,000 of the note procceds
redeen its outstanding 6% bonds, and $2,000 %o reimburse its

treasury because of income expenced for additions and bvetterments.

The loan agreement provides that subject to the terms
and conditions set forth in the agreement, applicant may bbrrow
- $50,000 additional at any’time prior to the maturity of the last
installment of the‘Sl75,000 note, in one advance of 350,006 or
in one or more advances of $10,000 or any multiple thercof. The
adéitional loaw shall be evidenmced by a promissory note or notes
with appropriate insertions as o the dA:e df.maturity, rin-
cipal amount, rate of interest, wnd amougts dnd dates of install-
ment pusyments, I1f uny, and shzll be dated as of the'respective
day or duys on waich suck lown, or any part thereol, 4s made.
The issue of The 550,000 additionul note or notes ié subject o

subsequent authorization by the Commission.

Applicunt covenants in the loan agreement thut so long

any part of the $175,000 note or. $50,0C0 notes remains unpaid,

' . 4
will not, without prior written consent of American Trust

Company:

"(a) Pledge, mortgage or otherwise ecncumber all or
any part of its asszets now ovned or hereafter -acquired, exccept
vy way of purchase money mortgages, deeds of trust, or condi-
tional sales contracts, issued or executed in connection with
the accuisition of capital zdéitlions or betterments. :

(b) Declare or-pay any dividends on any stock of the
company now Or herealter authorized, issued or outstunding,
except out of net earnings accrued subsequent to December 31,
1945, and except dividends payable on common STOCY, Or =make

=4
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ny ¢istribution on any of such stock or +to stockholders of
the company, dire¢tly or Iindirectly, by loan or otherwise, or
purchase or relecm any shares of such stock for cash or prop-

erty, or exchange bonds, notes or other ev;dence° of i.ccbced-
ness for any such shares.

(¢) Liquidate, dissolve or consolidate with or merge
into or with any otner corporation or corpo*¢t_ona.

(&) Sell, convey, Leasc or otherwise dispose of any
substantial part of its assets or business. ‘

(e) Change the present character of 1ts business.

(£) Imcur any indebtedzess or liabil LJ, excent current
liabilities in the orcinary course of business and short tern
loans from you in the ordinary course of business.

(g) Guaraatee, assume or pecome liable upon any ne
debtednes obligation, undertaiking or liavility of any other
person, corpora:ion or organization or extend its credit or

make any loan or advance to any other person, corporatlion or
organization. :

" (n) Employ ny of its funds for the purchase of or
investment in any capital assets of any other person, corpor-
ation or orzanization, either by stock pa“chuses or othnerwise
except, however, capital udditions and betterments:to the
company's present properties ané bdusiness purchased for c¢ash
or as permitted by subparagraph {(a) of this paragraph 5.

(1) Make any ,Lb tantial change I 1ts nanagemeht,
nersoanel or policies. ‘

Applicant states In its application that the payment of
the §1,720 of prémium or. its bonds, the payment of a finder's fee
of $1,720, and the payment of all expenses incident to the re-
demption of the honés and the Lssue of the note will be paid
from funds in 4its treasury. It further reports that the
$9,191,22 of wamortized dond discoint and experse attributable
to the issue of the bonds will be charged to earned surplus.
Through the refmding of its bYonds as Merein indicuted, applicant
will effect 2 minimuw anncal saving in interest charges of
$5,507.50.
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Tho Commisezor has con*idered Suburbun Water Comoory's
requests and is o the opin on tnis is ot & “atter oﬂ whic”
hearing is hece ary, that the' oREY, property or labor o he
procured or. paid for throdgn the *fsue of *he note he*e¢n outho*-
ized io reasonably "pquired oy Suoarban Water oomoﬁny for tns
purposeo herein atated that such pu*ooses dre not in whole or
in part, rea onably chﬁrgeable to opc ,tipg oxpenrea or ;o
income, nd that this gpplicatioﬂ uhOu d~bo grahped‘as.herein

proviceo, zherefo*e,
IT IS HEREBY ORDERED as follows:

1. Suburban Wutﬂr Compqny By, *tﬂ* the ef’octive
dOte hereof anc on or bcfore Jane b 1946 execute loan agrec-
mont 1n, or substantlallf in, ohe same form tn* loun agreement

on filc -n this aoplication as - Exhibit "B"

2. Suburoun w4ter Comoany may, after the ef*ective
date hcroof dnd on or oefore June l, *946 ssue to AmoriCan
Irust Company its 2- B/Aﬁ promﬁssory note ’or the principal azount
of ol75 OOO, ,ubjoco to the provisions of aid loan agreenont,
and use 3172 OOO o; the oroceedo, together witn funds in it,
»reasury, to redeem *1:.a outstandiug first "ortgage 6ﬁ bonds, and
use ~,,OOO to reimburoe 1te treosury beC¢use of _noome expended

for aaditlons ana bette*ment,.

3. Witﬁin thi ty (30) days afte* the issue of the note
herein authorized Suburban Water Company spall file with the

Raxlroad Commission 12 ceroificd copie, of the loan agreemcnt

executcd under the author*ty herei_ granted a copy of the note
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1ssued under the authority herein granted, and & statement
showing the purposes for whicr it.expended the procecds of said

note.

4o The zutinority hnerein granted will become cffective
when Suburban Water Company ras paid the fee reguired by Seeti
57 of the Pubiic Utilities Act, which fee is Twenty~five ($25.00)

Dollars.

.7"'-—
Dazed at San Franelsco, California, this J day

of February, 1946. //?fiégiff
| / ‘__\' Mw

MW

omm¢ssioners

AAILROAD CONEUTLITN
BYATZ OF CALIZOOTIA
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