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Decision No. 4_284.0 

BEFORE THE PUBtIC UTILITIES COMMISSION OF !HE STATE OF CALIFORNIA 

In the Matter of the Application of ) 

SUBURBAN WATER COMPANY 

for an order authorizing it to 
(a) execute a loan agreement with 
Pacific Mutual Life Insurance Company 
for a loan of $400,000, and (b) 
pursuant to said"agreement, to issue 

· · ) 
· · ) 
· · ) 
· · ) 

its promissory note in the amount of : 
$400,000, and (c) to execute a ) 
mortgage of Chattels and real property . 
securing said promissory note. ) 
..... _-------------.-.---- ..... -
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Application 
No. :30265 

In this application, Suburban Water Company, a corpora­

tion, asks permission to execute a-loan agreement ~th Pacific 

Mutual Life Insurance Company for a loan 9f $400,000, to issue its 

promissory note in that amount, and to execute a mortgage of 

chattels and real property to secure the payment 0'£ the note. A 

copy of the loan agreement is on file in this application as 

Ex..'1'),ibit "B", a cOPY'.of the note as Exhibit "C", and a copy or the 

mortgage of chattels and real property as Exhibit "Dn. 

Applicant is engaged as a publicut11ity in the d1s­

tribution of water in unincorporated territory in Santa Clara' 

County, adjacent to Sunnyvale and Mountain View and in and about 

the vicinity of Loyola. Its financial statements on file with the 

Commission, among other things, show the folloWing: 
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Operating Profit Service !ncr,ease 
Ye~.r Revenues For Y~ar Connections In Plant 

1944 $ 65,348 $10,851 1132 $ 6,080 
1945 72,083 17,671 1257 13~183 
1946 84,328 30,070 1507 65~760' . 
1947 108,455 32,922 1834 55,857 
1948. 135,228 35,884 2.356: 221,,010 

.r\pplicant IS balance sheet as of February' 28, 1949, shows 

assets .:me. lia~i1ities as follows: 

Assets 

Plant ~d property 
Nonoperating p~operty-building 
Cash 
Accounts receivable-net 
Materials and supplies 
Prepaid expenses 

L13.oi1i ties 

C(J.pit~l stock 
tong-tcr.:n. notes payable 
Short-te~ notes payable 
Accounts payable 
Accrued tru-:es 
Interest accrued 
ConsUtlers' depOSits 

Total assets 

Consumers' extension depOSits 
Reserve for deprecia.tion 
Do~t1ons in aid of construction 
Earned surplus 

Total liabilities 

$770,50.3.16 
1,900.04 

17,335.14-
12,,723.76-: 
51,431.71 

44$.01 

§854.341.82 

$107,687 .23. 
225,000.00, 

60,000.00' 
12,470.77,' 
25,781.,87 - . 

22$,.90 
1,375.00' 

102,626~99 
77,056'.0$' 
92,185 .. ,52 ' 

'149,929.46 

$854, 341. 82 

P'J.rsuant to the authority gra.."l.ted by Decisions No • 38654 

a."ld. No. 40990,. applicZIl-: issued to kr!erican Trust Company its notes 
.. 

,in t~e aggregate face a~ount of $275,000. The balance due on the 

notes is reported at $ 235,000. ~o pay in part its construction ex­

penses, applicant has borrowed fro~ Henry Cartan $60,000, eVidenced 

by 4% unsecured de~d notes. It ~as also incurred other indebted­

ness in the amount of approx~telY $45,000. For the purpose or 

-2 



A.30265 p.3 MMW 

paying said indebtedness aggregating about $340,000" and'pro­

viding itself with funds to enlarge and improve its water proper­

ties" applicant asks permission to execute a lo~ agreement ~th 

the Pacific Mutual Life Insurance Company for a $400,,000 loan. 

The loan Will be evidenced by a promissory note and Will be 

s¢~urcd by the execution of a mortgage of Chattels and real 

property. The note will bear interest at the rate of 4% per annum, 
. 

payable semi-annually. The final maturity of the note is April 1, 

1974. Beginning April 1" 1950" and on or before April 1 of each 

year, applicant must pay the Insurance Company $10,000 on account 

of the prineipal of said note. At its option" applicant may pay 

up to an additional $10,,000 annually on account of the principal 

of the note without being obligated to pay any premi'Wll. In addi­

tion to the fixed and optional pa~ents,applicant may pay, at 

its option by giving the notice and paying the premiums mentioned 

in the'loan agreement" the entire princip~l. 

The mortgage of Chattels and real property ~~llbe a 

lien on all of app11c~t's properties, except those expressly ex­

cluded" whether now owned or hereafter acquired. The following 

properties are excluded fr~m the lien of the mortgage: 

(1) -BillS, notes and,accounts receivable, cash on hand and 
in bank; 

(2) Shares of stock, bonds, notes and other evidences of 
indebtedne~s; 

(3)' Fuel, materials, equipment ~d supplies consumable in· 
the operations of the company; 

(4) Automobiles and automotive eqUipment; and 

(5) Oi'1'ice supplies, office i"..lmiture and the like. 
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In the loan· agr'eement and the mortgage., 'applicant 

covenants that 1t will keep or cause to be' kept at all times, ,.' 

books and records of account in which f\1l1, true and correct·' 

entries will be made of all its income, dealings andbus~ess 

affairs, in accordance with good accounting practice. The per­

mission granted by the folloWing order should not by applicant be 

construed as permitting it to keep its accounting records in any 

manner other than as directed by the Commission. 

Applicant in the loan agreement and ~ the mortgage, 

agrees that it Will not decl~re ~y dividends on its shares of 
- ' 

stock (excepting di vid'endz payable in shares of" 1 ts stock of the 

sa""e kind and character), except out of ne,t earnings acC'WllUlated 

subsequent to December 31, 194o., after deduction therefrom of the 

greater of thefollcwing, i.e., twenty-five per cent of the 

mortgagor's net earnings for the twelve months' period immediately 

preceding the date of payment, of' such dividends or the ~ount re­

quired to be paid in such twelve months' period on account of the 

principal and interest of' the note. 

The Commission ~~s considered this application and is of 

the opinion that a public hearing thereon is not'necessary, that 

the money, property or labor to be procured or paid for through 

the execution of said loan agree~en~ and said mortgage and'the 

issue of said $400,000 note is r(?asonably r'equired by Suburban 

i-later Comp:my ror the purposes herein stated, that such purposes, 

except the payment of expenses incident to the negotiation and 
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cons~~tion of said loan of $400,OOO~ are not~ in vhole or in 

part, reasonably chargeable to operating expenses or to income, 

and that this application should be granted, as herein provided; 

therefore, 

IT IS HEP.EBY ORDERED as follows: 

1. Suburban Water Company may exe~ute, after the 

effective date hereof and on or before June 30, 1949, a loan agree­

ment in, or substantially in, the smne foI"'.ll as t..'1e lO'an agreement 

on file ~ this application as Ex.lti.bi t "B". 

2. Suburban ~:ate:=, Compc?l1Y may 1~sue, after the effec­

tive date hereof, to Pacific Mutu~1 Life Ins~ance Company, its 

4% promissory note for the principal sum of $400,000, under and' 

pursuant to the provisions of said loan agreement, and use approx­

L-nately $340~OOO of the proceeds of said note to pay the indebted­

ness referred to in the foregoing opinion and use the remainder 

of the note proceeds to f~ce the cost of additions and better­

ments to its public utility water properties. 

3. Suburban Water Company may execute, after the effec­

tive date hereof and on or before June 30, 1949~ a mortgage of 

chattels and real property in, or substantially in, the same form 

as the mortgage of chattels and real property on file in this 

application as Exhibit "D" r 

4. NOM thstanding any provisions of said loan agree­

ment and mortgage of chattels and real property,'Suburb~ Wa~er 

Company shall keep its books an4 records of account in the manner 

directed by the PUblic Utilities Commission of the State of· 

Calif' ornia •. 
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5. Suburban 'Water Company shall ·rUe ''With the Commis­

sion" from time to time, monthly statements showmg,;the. purposes 

:for wh1cll it expended the pro¢ecd.~ 'obtained through the issue' ot 

said $400~OOO note. It shall al~o file nth the Commission, 

wi thin thirty (30) days after the issue ot said note, a:: true' and 

correct copy of the note issued under the authority' herein 

granted, ,and a true and correct copy or' the mortg.lge or 'chatte-ls 

and real property executed under said authority. 

6. The authority herein ,granted. w111 become effective 

when Suburban Water company has paid the tee, prescribed by Section 
, ' ' 

57 or the Public Utilities Act. 

d!.., 
Dated at San Franc1sco, 'California, this I~ - ,day 

of',M~1 1949. 

PUBUC UTILiTIES COMMISSION 
STATE'. OF CALlFORNIA --


