
Decision llo .. __ 5_7_~_4_5_ 

BEFORE THE PUBLIC UTILITIES C~~ISSION OF THE STATE OF CALIFORNIA 

In the l~ttcr of the Ap~lication of ) .. · :·JATER t/ORKS OF 1'10NTA V!ST; ..... LTD.) ) 

for ~ Order Authorizing it (a) to 
execute an Agreement With American 
National Insu~unce COQ'~Y for a 

.. .. 
) .. · ) 
· · ) 
· " 

Lo~~ of ~lZ5~OOO; (b) to issue its 
Promisso~.Note in the ,rinci,al 
mnount or ~;125)OOO ,ursu3Ilt to :;aid 
Ag::oeemcnt; (c) to execute a l~ortg.lge ) 
of Chattels and aeal Property to : 
zecurc s~ie P~omissory Note; Cd) to ) 
issue and sell 13 c~pital Shares... : 
without ~a~ vnlue, at the price of ) 
$2380 ,er share ... in cash; and (e) 

Application No. 40410 

to a~ply all proceeds toward the 
payment of outstanding zhox't-term 
indebtedness, to finance additions 
and betterments; and to reimburse 
its treasury .. 

.. · ) .. 
" 
) 
.. ---------------------------------" 

Q.elJil.Q.! 

I~ this ap,11cat1on the Commission is asked to authorize 

~Jo.ter Worl~s \)f Monta Vistc:;., Ltd .... to execute a lo~ cg::-oe:nent 'With 

P~crican National Insurance Com~any and a mo~tgege or chattels 

and real ~ropcrty and to issue securities as follows: 

Promissory note~. 5-3/4% due 1961-83 
Common stock, 13 sh~res at $2,380' 

Total 

$125,000 
19,240 

~155 .94·Q 

A,plicant was organized in 1930 under the laws of the 

State or California and noW' is,, and for many years has been, engaged 

in operating a public utility water system in and about the unincor-

poratcd area of Monta Vista in Santa Clara County. It annua.l 
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reports to the Commission for the last five years show its oper~~1ne 

revenues and net income for each of said years and its reported 

investment in plant and number of services at the end of each year 

as follo'W's: 

Operating Net Plant CUstomers 
Reventles Income. Dec. 31 Pee • ...31 

1953 $46,463 :$ 8~902 $218,086 . 755 
1954 60,602 17,7203 248,658 916 1955 71,238 21,492 289.1 274 1,026 1956 82,563 25·,749 334,101 1 113 , . 1957 98,142 25,493 343,943 1,175· 

In Exhibit A applicant has reported operating revenues of 

$48,446 and net income of $15,069 tor the first six months of 1958", 

and investment in utility plant at $365,201. A condensed statement 

of ap,licant T s assets, liabilities and net 'Worth az ot June 3q, 1958.
1 

is as follows: 

Assets 

Current -. 
CUrrent assets 
Less - Current l1abi1i tics 

Net current assetz 
Uti11ty Plant -

Cost 
Less - Depreciation reserve 

Net utility plant 

Total 

Liabil1t1es and N~t Worth 

Notes payable - Bank o:t America 
Other notes payable 
Due officers and sharel:lo1ders _ 

Short-term note 
Accounts payable 

Total due officers and shareholders 
Consumers' advances and de~osits 

Total liabilities -
Net Worth -

COIlllUOIl stock 
Surplus 

Total net worth. 

Total 
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$ 65 , 860 . 
8,970 

365,201 
79.6-3$· 

500 
133.295 

. 

282. 563. 

BJ#6·., 453 

$ 26,988. 
1:3,587 

66,226 
101 t857 
208,,658 

133.795· 

;$34:?.453 
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Xhe outstanding stock consists of 50 ~~ares ~thout par 

value. '!he book value, on the basis of the balance sheet.1. is. 

approximately ~2,675 eaCh. 

A2!l11co.nt re,orts that the :tncreased demand for water 

service in its territory has m:l~e it necess~ry tor it to expend 

s",bstc.ntiCll sums to auement its supply ~.nd to eA"tend its lines. 

It estimates that by tho middle ot 1959 it will complete additions 

and betterments as follows·: 

Well site and survey 
iTell 
~ank, 400,000 ~allons 
Booster p~~ps \2), manifolds, 
fittings, control valves and 
.... Tiring, installed 

Pul:phouse 
Lot gr.:ld1ng and surfaCing 
Fence 
Tro.nsm1ssion mains 

7200 :ft. 14Tf 
1800 ft. 12" 

300 ft. 8n 

Pump' for n¢w well, com,lete 
8n meter 
Distribution mains 
Engineering 
Easements 
ContingenCies 

TotOo! 

$ 3,600 
15,700 
23,500 

16,000 
2,500 

750 
700 

49,500 
8.1 100 

975 
10)0000 

600 
11,,500 

5,000 
3:,,500 
3. 072 

;155.000 

It a~nears that an~licant does not have the fUnds on hand ... . . . 
to meet these ca!,ita1 costs and th~t it has made arrangements to. 

borro~ $125~OOO from American National Insurance Company, a Te~~s 

corpOr.lt10111 to enable it to proceed 't~"ith its construction 

activities. The proposed borrowing Will be represented by a note 

be~ring interest at the rate of 5-3/4% :ger annum and re'"!.uiring 

repayment of the ~rincipal amount in annual installments of $5,434 
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commencing Dccember 313 1961. Under the ter.ms of the loan agrce-

mont applic~t Will pay a st~dby fee computed at the rate of 

1/2 ,or cent ~er annum from September 1; 1958 and extend1ng over. 

the term of the comm1 tment or the insurance com,any 3 that is 3 to 

Febr'.la:-y 13 1959 .. 

The re~ainder of the c~,1tal r~~uir~ents3 over and 

abov~ the proceeds rr~m the long-term borro~~ng, Will be obt~ined 

by applicant by the sale of 13 shares of stock at $2,380 e~ch 

~nich is somewhat less than the book value of the presently out­

standing shares. klY proceeds not needed for the program referred 

to herein ~~ll be applied toward the re~bursemont of the treasury 

end tl'le ,ayment of i:ldebtedness. 

A review of the application and or the financial stnto­

ments indicates that.al'plicant's assets and eal'l'line;s should be 

ample to su!',ort thc !,ro!,osed financing and we will enter' c.n order 

granting the application. n'lC authorization herein granted is for 

the issue of securities and is not to be construed as indicative 

of amounts to be included in a future rate base for the ,ur,osO of 

deter.minin~ just and reasonable rates. 

The Commission having considered the above-entitled 

matter and being or the opinion that a ,ublic he~rine is not 

necessary, that the ~a.oney, property or labor to 'be- procured or 

paid for by the issu~ of tne note and stock herein authorized is 

reasonably re~uircd by a"licant tor the purposes specified;hcrein, 

- 4 -



.. .., e 
A.40410 EL 

and that ~ch pur,oses are not; in whole or in ,art; reasonably 

c~rgcablc to operatir!g ~xpenscs or to inco~e; therefore~ 

IT IS HEREBY OP.DERED as .lollows: 

1. Water Works of Monta Vista, Ltd.~ may exec~te a 

loan agreement '\0,"1 th the American Nat1ol'lal Insur:mcc Cotn?OllY a""ld a 

mo~te~ge of Chattels and real ~ropcrty in, or substantially L""l~ 

the some form as those filed in this ,roceeding as Exhibit B 

ano. Ex.i.1b1t C,:, res,ectivcly. 

2. Water Works of Mont~ Vista, Ltd.~ may 1ssu~ and 

deliver to said American National Insurance Com,any its 5-~/4% 

,romissory note in the Drincipal amount not to exceed $125.,000; 

said note to be in: or substantially in) the same form as that 

filed in this ,roceeding as Exhibit D. 

3. Water Works of Monta Vista; Ltd., may issue ana sell 

not to exceed 13 shares or its ca~ital stock at and for the price 

of ~2.;,3S0 a snare. 

4. Water vTorks of Monta Visto., Ltd., shall usc the 

proceeds from the iSsue of said note and stock for the pu~oses of 

paying outst".nciine indebted.."lesz, of .finc.neing the .cost of addi": 

t10ns and better.oents and of reimburs~g its tre~$ury, all 3$ set 

fort~ in this a~plication. 

s. Yater 1forks or MontZl. Vi$t~J Ltd." shall file With 

the Comission a monthly report" or reports" as re(~:uired by 

GencrD.l Order No. 24-A, 'Which order, insofar as ap:91icable, is 

made a ,art of this order. 
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6.. The authority herein zranted will become effective 

when W~ter Works of Monta Vista~ Ltd., has paid the fee prescribed 

by Section 1904(0) of the Public Utilities Code~ wh1cn fee is 

~125. Under such· authority no notes or stock may be issued after 

Sept~ber 30; 1959. 

Da ted at San Fr:t:lcl:c~ 

of rofl;(;d~. _) 1958 .. 

, California, this ~ day 

III 

1.-__ 1 
; PUBUC UTILITIES COMrr.iZSICN 
~ W1:A":'E OF c....::.z.ror::.rtA 
~h "\ r.. 't' .. f b*&~-' 

. OCri5 '\95~ . 
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