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Decis.ion No. _,_6_0_1._4_6 __ 

J3EF0RE THE P'OELIC UTILITJ:ES CO~SION OF THE STATE OF CALIFORNIA 

In the Matter of the Applicat10n of 
SUBURBAN WATER SYSTEMS 1 a California 
corporat1on, for authority to sell 
and issue $290, 000 of its Series "Alf 
5-1/4% cumulative preferred. shares l 

and tor author1 ty to sell nnd. issue 
$290,,000 of its Ser1es ":6" 3% 
eumulat1 ve . preferred. stock; or in 
the alternative to 1ssuesUd. 
shares. pursuant to the' terms· and. 
con~t1ons of an advisory op1nion 
0: the Commission. 

App11cation No. 41491 
and Amendment 

Pet1tion for Modificat1on 
or Order 

OPINION ON PETITION FOR MODIFICATION 

On Y~y 3, 1960" Suburban Water Systems f1led. a petition 

in the above-entitled matter tor mod1f1cation of the order 1n 

Decision No. 59906" dated April 12" 1960. 

Decision No. 59906" wM.ch was an inter1m decision, 

authorized Suburban Water Systems" among other things" to 1ssue 

~~d sell at not less than par" for cash , not to exceed $290,,000 

par value or its Senes "ATt 5-1/4% cumulat1ve preferred stoek 

subject to the conci1tlon . that the company depos1t the proceeds 

1n a separate bank account and disburse them for such purpose" 

or purposes, as the Comm1ssion might authorize ln a supplemental 

order" or orders . .;·~ The,decis1on held. 1n abeyance approval or a 

program suggested by applicant whereby a subdivider in request­

lng a main extension would have the option of enterlng .into a 
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refund contract, on either the proportionate cost basis or the 

percentage of revenue oasis, providing for payment in cash or 

in shares of preferred stock. One plan called tor the issue of 

5-1/4% cumulative preferred stock and the other, 3% preferred 

stock. 

In its petition for modification the company reports .. 

that it has been unable to meet refund contract installments as 

they have become due.. It requests that the CoImTd.ssion modify its 

former order so as toperm1t it to disburse the proceeds from the 

sale of its preferred stock to meet its ob11gation3~ including the 

payment ot such :pa.st due 'installments .. and to f'1nance its capital 

costs and provide working ea~1tal. It has presented a statement 

of its estimated capital requirements during 1960 and its probable 

sources Of funds, which statement is summarized 0.13· fo110\,1s:· 

Re~u1rements 
irildng fund on 'bonds 

Accounts l'aya'ble 
Bank loans 
P'.n-chase .mutual water company stock 
Pay' 1959...;60 refunds 
Construet'tract facilities 
1960 const~ct1on budget 
Additional 1mprovements·· 
Worldng cash ' 

Total 

Sources or funds 
Net profit after 1ncome tax 
and preferred d1vidend 

Depred.a.t1on 
Bank loans. 
Advances .. tor construction 
SeriesE·'bonds 
Special d.eposits 
Notes· . 
Preferred st~k· 
Common stock 

Total 

- 2 -

$ 90,000 
100?000·. 
500,000 
100,000 
3881 000., 
5001'000 
542,.000· 
475·,,000' 
130,000·· 

$2,825',°0£ . 

359~OOO. 
4001000~ 
500,.000· 
486,000, 
200',00·0", . 
300,,000.· 
290".000. 
290·,000· 

~2J825.,000.:· 
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The company has also filed in this proceed1ng a 

detailed statement of ita proposed construction expenditures 

during 1960 .. 

From a review of the information of record in this 

~tter it clc~r1y appears that applicant does not have sufficient 

internal resources to enable it to meet ito obligations, including 

payments on refund contracts as they become due, and to make the 

necessary 1mprovements and additions to its water works facilities 

to serve tho public. Its ability to proV1de for its financial and 

service obligations, as 1ndicated by the ~reced1ng tabulation, 1s 

conditioned on its success in 'borroWing short-term moneys and in 

selling bonds, preferred stock and common stock; It is· to be 

noted that the company does not intend to use the proceeds from 

the sale of its stock to· finance main extensions· which are to be 

provided under the main extension rule. 

We are cognizant of applicant's problems. We w1ll not 

at this t1rne a.pprove the proposed modificat1ons of the refund 

agreements a.s suggested by applicant, but we w.1.ll enter our order 

authoriZing the d1spo~1t1on of the proceeds from the sale of the 

preferred ztock heretofore authorized.. It occurs to us that 

applicantfs proposed f1nanc1ng1 as here1n approved., 1f successfully 

carried out, should provide applicA.nt 'With f\m& to accomplish its 

necessary construction work and should m1n1m1ze future cash refund 

requirements and at the same t1me develop add1tional bonda~le plant. 

In the abzence of defin1te information, we will not authorize the 

use of stock proceeds to pay for mutual water company stock. 
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We W1l1 enter our order in accordance With the foregoing 

obserya tiona and conclusions. In our o:pin1on the money ~ pro:perty 

or la.bor to be procured or pa1d for by the issue or the stock 

referred. to in this proceeding is reasonably required tor the 

purposes specified herein and the expenditures herein authorized 

. are not~ in whole orin part~ reasonably chargeable to operating 

expenses or to income.. The author1zation herein granted is tor 

the purpose or this proceeding only and 13 not to be·construed 

as an approval of all the items conta1ned in the companyfs 
I 

ca.p1tal budget nor as indicative of amounts to be 1ncluded.in 

a future rate base for the determination of just and·reascnable 

rates. It appears that there is all ample margin of ;proposed. 

expenditures over and above the proceeds trom the sale of 

applicant's stock to warrant the action to be taken herein. 

ORDER ON PETITION FOR MODIFICATION 

T.he Commission having given further consideration to 

the ~bove-ent1tled matter·and being of the opin1on that apub11c 

hearing is not neeessar.y, that the petition for modification 

should 'be granted to the extent herein authorized and that a 
. 

final order should be entered~ therefore, 

I'I' IS HEREBY ORDERED as follows: 

1. ordering Paragraph 1 of the order in Decision 

No. 59906~ dated April 12~ 196o~ 'be~ and it hereby is,, mod;Lfied 

so as to read as follows: 
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"1. Suburban Wa.ter Systems, on or atter the 
effective date hereof and on or before June 30~ 
1961, may issue and sell not to· exceed $290,000 
par value of its Series rr AfT 5-1/4% cumulative . 
preferred stock to the general public, ror cash, 
at not less than par, and use the proceeds. tor 
the purpose of paying indebtedness and of financing 
the cost of ~dd1tions and improvements to its water 
works t::lcilit1es, provided, however, that -

II Ca) Appl1can~ sha.ll not sell said stock to 
anyone who otherwise would be entitled 
to a refund contract in the torm. ·now 
tiled With the Commiss1on1n exchange 
tor e.n a.dvance tor construction. 

II (b) Applicant shall finance only such ex­
penditures as properly are chargeable 
to utility plant and other investment 
accounts as defined in the un1form 
system of: accounts which has been pre­
scribed for water utilities. 

IT ( e ) Applicant shall not use the proceed.s 
!'rom the sale of said stock to prov1de 
the cost of main extensions which must 
be provided by advances in sccordance 
With the companyf$ tiled tariffs or to 
pay for mutual water COrtI'f)MY stock .. It 

2. Or~er1ng Paragraph 4 or the order in Decision 

No. 59906., dated Apr1l lZ" 1960, be, and it. hereby is,, modified 

to read as follows.: 

"4. On or before th.e 25th day or eaCh month, 
in accor~ce With th.e terms or General Order 
No. 2~A" applicant shall file with the Commission 
a report of the issue of the stock and notes under 
the authorizat.ion herein. granted and or the d1spo-
31 t10n or the proceeds. t1 

3. Except as modified herein" the provisions of the 

order in Decision No. 59906, dated Apr1l 12, 1960, shall remain 

in full force and effect. 
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4. The e1":f'eet1ve date or this order shall be the 

date hereof. 

Dated at _____ San __ Fran __ d8CO _______ 
1 

Calitorn1a
l 

thiS r.. 'f-d- day or '"'d\ 'Y1 ' 1960 • 

......---. -:/.. ~ .~ ~ 
-'~'~ ..•. , ___ ." " , 

, ~ ... - ~ 

coiliiilissioners 
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