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Decision l~o. 

BEFORE THE PUBLIC UTILITIES COhUu.cSSION O~ THE STATE OF CALIFORNIA 

In the ~/Iatter of the Ap,lication 

OF 

) 
) 
) 
) 

SU~URBAH ·~j~~.TE~' SYSTE~:IS, a » 
California corporation, for per­
mission to borrow money and in ) 
connection ther~with to issue and ) 
~ell First 1~rteage Series C ) 
4·1/~ Bonds un~er a Second ) 
Supplemental Trust Indenture to ) 
be dnted ~s ot October 1, 1955. ) 

-------------------------) 
o PIN ION ------- .... 

Apl=>lication 
No. 37401 

In this a.p!,licat1on, Suburban Water Systems requests that 

the COmr.l.ission gro.nt it authority to execute a purchase agreemont 

a.nd a second sU!'l:llemental trust indenture, and to issue $1 1 000,000 

in princ1,&.1 SJ':lount of its First i'.iortg3.ge Bonds in order to refinance 

oxisting short-term loans and to finance, in part, the cost of con~ 

~tructins additional facilities. App11cant also requests that the). 

Commi:cion authorize an extension or time within which it may issue 

and ~ell shares of its Class A, 5-1/4% ,referred stock. 

A:CJplieant, heretofore known as 'IJh1ttier '.Jater Com,an1, 

is a California corporation engcged 1n the public utility business 

·of distributinc water in Los Anze1es County. Annual reports on 

file with the Commission show that the number of consumers served 

by applicant has increased from 17,401 as of December 31, 1953 

to 23,822 as of December 3l, 1954, and to 26,389 as of August 31, 

1955, an incroo.se of 3~ during the year 1954, and an incr~cL$e 

of 11% during the f1rst eight months of 1955. During the same 

period ot t11'n.e, or from December 31, 195.3, to August 31, 

1955, it~ investment in fixed capital, after deducting 
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applicable reservos for depreciation and amortization, has increased 

from ~~S,166,281 to $8,S4J.,14o, an increase of 6S';. In the balance 

sheet attached to the application as Exhibit 3, applicant reports 

assets and liabilities as of August 31, 1955, as follows: 

Assets 

Fixed capital 
Tangible capital 
Less: Depreciation reserve 

Net tangible capital 
Intangible capital ~ Net 

Total fixed capital 
Current assets 
Deferred coarges and other assets 

Total assets 

Liabilities 

Capital stock and surplus 
Preferred sto.:k 

Class A 5~ cumulative 
Class B 3~ cumulative 

Common stock 
Capital surplus 
Paid in surplus 
Earned surplus 

~ 425,,500 
1,196,210 

Total capital stock and surplus 
First Mortgage bonds 

Series A 4-7/8% 
Series B 4-1/8~ 

Total first mortgage bonds 
Current liabilities 
Reserve for deposit - U.S. Army 
Donations in aid of construction 
Consumers advances for construction 

Total liabilities 

$1,621,710 
4)3,55

6
° 

543,,2 0 
21.i.7,344 
16a,224 

2,000,000 
--1"0,000 

$3,014,088 

In toe income statement attached to the application as 

Exhibit 4, applicant reports gross operating revenues of ~~720,8L!J. 

for the eight months ended August 31, 1955, and net profit before 

income ~ o£ C128,712 £or the srume period. In Exhibit 6, cover­

ing operations for the calendar year 1954, applicant reports gross 
revenues of $904,884,' and net profit before income taxes or ~131,830. 

Included in tne amount reported in the Augu.st ,3l, 1955 bal­

ance sheet as current 1ia.bi1i ties are short-term bank loans in th.e 

amount or 
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$,:300,000. 'I'hese short-term bank loans had increased in amount to 

~ ~500,OOO as of the date of filing thiS application. Applicant pro­

poses to refinance these loans and to make other expenditures 1n the 

total amount of $1,188,500, as shown in Exhibit 8 attached to the 

application and as summarized in the following tabulation: 

To repay bank loans 
To pay cost of .. issuing Series C bonds 
To make improvements to water system 
'ro acqu1re stock from mutual water 

,..,SOO ,000 
10,000 

578,500 
100,000 

companies as addit10nal water supply 

'rotal ~1,188,500 

To finance these expenditures, app11cant proposes to issue 

~..... and sell ~l, 000 , 000 1n pr1nc1pal amount of 1 ts First Nortg.o.ge 

Series C, 4-1/4" Bonds. 'l'he bonds are to be dated October 1, 1955, 

are due October 1, 1975, and are to oe sold at par, plus accrued 1n-

terest, to The Northwestern Nutual Life Insurance Company, 'rhe Lincol:t. 

National L1fe Insurance Company, the Bankers Life Insurance Company 

of Nebraska, and Pacif1c fwlutual L1fe Insurance Company, under the 

terms and conditions set forth 1n a proposed purchase agreement be­

tween app11cant and purchasers, a copy of wh1ch agreement is attached 

to the app11cat1on as Exhibit 1. The bonds to be issued will be 

secured by a de~d of trust and w1ll be redeemable at par, plus ac­

crued interest, plus a premium of 4-1/4% 1f redeemed pr10r to October 

1, 1958, and thereafter reduc1ng 1/4% each ye~r to Octo~er 1, 1974 , 

and thereafter at par. The deed of trust Will be an open-end inden­

ture in the form of a second supplemental to the trust indenture 

dated October l, 1953, which trust 1ndenture app11cant executed under 

a.uthority granted by the Comm1ss1on's Dec1s1on No. 49423, dated Decem-

ber 15, 1953, in .~pplication No. 34873. From the detail contained 

1n app11cant's ~ugust 31, 1955, balance sheet, 1t appears that 

the combined investment of tangible and 1nt\~i~le cap1tal totals 

~ te.S41,140 ~fter deducting the related reserves for depreeiat10n 

-3-



A~ 3740l - e 

and amortlzatlon
l 

that there are ~2,5l0,288 of advances for construc~ 

tlon outstand1ng, and that the balance of the capltal structure con­

slsts of bonds, stock and surplus totalling $5,764,088. A tabula­

tlon showing the capital ratiOS ex1st1ng as of AUgust 31, 1955, 

and after g1ving effect to the proposed financing on a pro forma 

basiS followS: 
t".ugust }1. 1955 Pro ?orma 

Bonds 
~dvances for construction 

,Subtota.ls 
Preferred stock 
Common stock e~ulty 

The capltal ratiOS shown in the above tabulat10n ind1c~te 

that the company's capital structure 1s becoming unbalanced due to 

lts construction hav1ng been prlmarily fl~.ced through, issues of 

long term debt and by consumers' advances. Even if consumers' 

advances for construction are e11mi~ted from the computat1on the 

capital ratiOS as of AUgust 31, 1955, and on a pro forma bas1s In-

~ elud1ng the proposed issue of ~l,OOO,ooo of bonds, the long term 

debt represents 48fo and 55fo respect1vely of the company's capital 

structure. It is the Comm1ss1on's op1n1on that app11cant should 

give prompt considerat1on to the 1ssuance of equ1ty securit1es as the 

means of f1nanc1ng its future construction requirements. 

A review of the app11cat1on indlc~tes that appllc~t has 

need for the f.unds to be procured from the iWlp ... ed issue of its 
"'~~t:,'''' "",,,,,'14. ( ; 7.~tI. secur1ties~ The Commission Will, however, limit 1ts authorizat1on 

at th1s t1me to the 1niti~1 issue of bonds which applicant proposes 

to sellon or before ~ovember 30, 1955. Applicant may seek author­

ity to issue add1tional amounts of 1ts Series C First l'Lortga.ge 
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Bonds by fil1ng a supplemental app11catlon and attaching thereto 

later financ1al statements than those attached to 1ts app11cation 

1n th1s proceeding. 

The Comm1ss1on heretofore, by Decision No. 506S6, in 

Applicat10n ~o. 35832, granted app11cant author1ty to issue and 

sellon or before November 1, 19S5, ~OO.OOO par value of 1ts 

Class A, 5-1/4~ cumulat1ve preferred stock. Applicant now advises 

that 1t has sold ~hares of such stock in the aggregate amount of 

~ ~60,900 and that there rema1ns unissued stock in the aggregate 

er-. amount of '139,100. It requests euthor1 ty that 1 t be granted an 

add1t1onal per10d of 12 months with1n which to sell the balance 

of th1s stock. The Comm1ss1on by the order here1n w11l grant 

app11cant an add1t1onal per10d of t1me to May 31, 1956, Within 

l'lh1ch to sell 1 ts stock. 

It 1s the Comm1ss1on's f1nd1ng 1n this ~roceed1ng that 
J..CIW. : N Ao~i'-c " z-c.,:!. 

the funds to be procured from the pazpobeW=1ssue of secur1ties are 
r .... ~Po .res 

requ1red by the company for the ~w~ca.~ ind1cated here1n, and 

that the money, property or labor to be procured or paid for ~y the 

1ssue of the oonds herein author1zed 1s reasonably requ1red by 

Suburl:>an ~Jater Systems for the purposes spec1f1ed herein and that 

such purposes, except as otherWise authorized, are not, in whole or 

1n part, reasonaoly chargeab~e to operat1ng expenses or to 1ncome. 
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The Commission having considered the above-entitled 

matter, and being of the op1nion that a pub11c hear1ng 1s not 

necessary and that the application should be granted, as here1n 

provided; therefore, 

IT IS HEREBY ORDERED as follows: 

1. Suburban: \vater Systems, on and after the effective date 

hereof and on or before ~'~rch 31, 1956, may 1ssue and sell not 

exceeding $500,000 1n pr1ncipal amount of 1ts i1rst Mortgage 

Ser1es C 4-l/4~ Bonds at par, plus accrued 1nterest, cUld may use 

the proceeds for the purpos,es set forth in 1ts app11ca.t1on. rhe 

accrued 1nterest froLl the siale of tr..e 'bonds maybe used for such 

purposes or tor general corporate purposes. 

2. Suburban ~ater Systems may execute a purchase agreement 

and a second supplemental trust indenture 1n substant1ally the 

same form as those filed 1n this proceeding as Exh1bit 1 and 

Exhibit 2, respect1vely. 

3. The for~go1ng author1zat1on 1s without prejudice,. to the 
.. 

authority of thls CommiSSion with respect to ~~tes) service, • , 

accounts, valuat1on, est1rnates, or determinatj~ons of cost wh1ch. 

may come before th1s Comm1ssion. 

4. 'rhe period w1th1n wh1ch applicant ma.y sell the '/1200 ,000 f3'1~ 

par value of Class A 5-1/4~ cumulative preferred stock authorlzed 

'by Dec1sion No. 50656 1n I'\pp11cat1on ~Jo .. JS8J2 1s extended to 

May 31, 1956. In all other respects, the provlSionB contained in 

Decis10n No. 50656 shall rema1n unchanged. 
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s. ~pp11cant shall f11. with the· Commission monthly reports 

as required by General Order ~O. 24~A. which order, insofar as 

app11cable, is made a part of this order. 

6. The, authorl ty hereln granted will Deooll1e effeot1 ve when 

applleant has paid the tee prescribed by Section 1904(0) of the 

PuDlie Utilities Code, ~h1eh fee is $500. 

Dated. at ____ ~-..=;;.;;...;;.;=;;;;.;.;;;-~---; Ca~1!'Orn,j.a .. 

IJ/jXJ 
this !f&' -' day of -.....,-."7"'---...~~------, 1955. 


