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Teit & Loid for Sox Joso Water Company
and Ssn Jose Water Vorks.
Berl Lemb, City Attorney, for Civty of San Joce.
?. E. Bloomingdsle for lMery E. Woodkouse,
stockholdor of San Jose Water Company.

THRIEY, Cormmlssioner.

NICX.

This is en sppliceation on the pert of Sen Jose Water

Company for sutkority to convey its property, except iis frencihise
to be & corporation, to Sen Jose Vater Works and of Sen Jose
Teter Torks to issuc capital stock end promissory notes im poyment
for seid proverty and for tho purpose of paying'existing oblige-
tions of San Jogse Vator Company.

The'petition alleges, in effect, that botk petitloners
ere Califormis corporaticns; that on December 31, 1915,
Sen Jose Weter Compeny had outstanding promissory notes of
tre fece velue of $195,000.00, which notes ere all set fortk;
tuat the sum of $35,000.00 socured Lrom promissory notes kaving
terms loss thon one yoer exnd issumed by Sen Jose Weler Compeny
during the yeer 1915, wes entirely oxpended by San Jose Tater
Company for pormencnt structures snd real ostate; that Sen Josge
Tater VWorke has issued seven sheres of 1ts capitel stock, oxe
shere to oach direcctor: that tho boards of @irectors of Sen Jose

Tetor Company snd San Jose Water Works have passed resolutions
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. autnorizing the sele of the properiy of Sen Jose Water Company

to Sex Joge Vater Works ond the purchase of seid proyerty by
Sen Jogse Wetor Works on the torms sud conlitions set forth in
said resolutions: that in Docision No. 1534, rondoered on May 22,

1914, in Case No. 476, lionshen vs. San Jose water Company (Vol.4,

QCrinions and orders of the Reilroad Commission of Califorzia,.
vage 1101), the Railroed Commission found thetl the falr velue

of the property of Ssn Jose Vater Company, ueced and mseful in

{tg service %o %the public, exclusgive of money on hand. osad sccownts
roceivedle, os of December 31, 1913, wes $1,839,517.0C; that
during 1914 snd 1915 permanent structures of the value of
£25:064.76, included in the Railrosd Commission’s velustion,

were removed ond thot during the seme period San Jose Veter Com-
veny acouired permanent siructures of *tho sctuel cost of $130,767.93
ané real ostate of tho actusl cost of $15,339.07, which permenent
structures end real ostate tius ecouired ore used and uselful Ia
the public utility business of San Jose Vater Company; that on
December 21, 1915, San Jose Tater Compeany Zed assets and liahili-
ties of $51,800,804.77 and net assets, altor deducting rotes paya-
ble, accounis payeble, tze reserve for depreclatlion, service billed
in cdvance, & specisl. casualty“insurance fund and unomortlzed
appralsczent expenso, o0F $#1,580,528.56; and that the reason Lor
ontoring into the proposed sale of the property of San Jose ﬁator
Company ig that the coxporate 1life of San Jose Water Company will
expire on Novembor 16, 1916. Petitioners osk thot the Railroad
Commiscion meke its order suthorizing tke contempletoed sale of

the vroperty of San Jose Water Compony %o 3an Joce Water Vorks;
tre issue by Son Jose Vater Torks to Sax Jose Jater Company, &8
vart of the purchese price, of lS,OOOISEaros of the fully paid
capital stock of San Jose Veter Works of thé nar velus of $100.00
por share; the igsue by Sen Jozse Waoter TWorks of ité pgpmissory
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note of the face velue of $25,000.00, %o beer interest at not to
exceod 5 per cont mer onxum, for the purpose of securing %25,000.00
in cash, to be paid by Sarn Jose Vater Works to San Jose Tater Come
vany ag pert peyment for the property of San Jose Weter Company:
the sgsumption by San Jose “ister Vorks of all thé liabilities
axd obligotions of San Joge Tater Compary, as part of the purchase
price for the property of San Jose Water Company: the l1gsue by
San Jose Veter Works, from time to tizme, of promissory notes for
the vurpoze of refunding the promissory notes of San Jose Water
Company now outstandirg; =rnd tre issue by Sen Jose Water Works
of 1ts common capital stock at not less than par fox the purpose
of paying tke promiésory notes of San Jose Vater Compeny to be
essumed by Sen Jose Tater TVorks and a130'£hc promissory note for
$25,000.00 to be issued by Sen Jose Water Worlks end hereinbefore
rcferred to.

A public hearing in this proceeding was keld inm
San Jose on A4pril 26, 1916.

Tor a doscription of thke proverty and oyerations of

Sen Jose Vater Compsany, reference 1s nereby made 0 this Commis-

sionfs Declsion No. 1534, rendercd on Mey 24, 1914, in Cese

No. 476, lMonshan vs. San Jose et er Company, SuUpra,

Sen Joso Water Company was incorporated undef the laws
of Celiforaie on November 21, 1866, for a term of fifty yeers.
The compeny zas on euthorized Issue of common cepital stock of
the total per value of $1,250,000.00, divided inte 12,500 shares
0f %he ver value of $100.00 esch. Tals stock is all issued.
mhe compsny hes 1o bonds outstendlirg sgeinst 1ts nroperty. The
compeny reports thet on lerch 31, 1916, it had sccounte receiveble
of &13,945.30 and bills receiveble of £5,040.00, and that on the

insurance
seme dey 1t hed sccounts payable of B106.75, . casualiy, resexrve
of $4,804.67, notos paysdle of $210;OO0.00; & reserve for depre~
B




ciation of $66,696.30, service billed in advence of $144.33,

taxos scerved of $3,705.00, and tool expense o £$18.18. The

testimony herein shkows thet the reserve for depreclation has beon

reinvested in the prooersy. )
The following tsble is a condensed stetement of the
Sen Jose Tater Company's reveaues end oxpenses, &3 reported to
snis Commisgion for the yoers ernding Decezber 31, 1912, 1913,
1914 ond 1915, with an anelysis of the cornorate surplus accovnt:

Table No. L.

Revenuos and Evpenses=San Jose Water Company=roers ocnding
YO COmBOT B, Lois=iomak=ld, =wite inelysis of
Borporeso sSurv.ius Account.

1912 1913 1914 1915

Operating Reweaues $186,018.17 3204,548.09 %211,781.32 $216,774.29

Opersting Exponses _103,858.12 120 322.56 123,134.52 _122,847.06
Net Operating

Revenue §2,160.05 74,225.55 88,645.80 937927.23

Non=Overating Revenune '
Renvts £15.00 981.51 1,005.15 916.14

motel Kon-Oporating
Revenues 815.00 981.51 1,005.15 916.14

37085 00IROTEaE o7

Som - 82,975.05 w5.207.04  89,651.95 94 ;843437

Defuctions:

Tnoollectible 3ills - 742.20 718.06 621.24

Non-operating toxes - 94,76 - -
tner intorest 445.85 _ 4:120.28 89640,95 __ 10,580.60
notal Doductions 4E5.85 4,957 < B4 5 B50.01 ~ L1,201.84

Corporate Surplus 5 82:529.20 § 70,249.70 & 80,292.94 & 82,725.39

Corporate Surplus Account - Yeor Ending
Deconbor d., 1Ilo.

Bolence Doc.Bl, 1914 %80,505.86
Trofit for Teer 88,641.53
Notel additions 6164 ,147 .39

Deduections for year
T. - Dividenac on outstending
stoclk 75,000.00
2. - Miscellanecous deductions
from surplus , 2,149.00
motel dedunctions 77,149.00
Beleonce Dec. 3L, 1915:

Corporete Surplus $ 86;998.39




The following taoble shows the assets and lisbilities

of San Jqse Water Company on Merck 31, 1916, as revorted to this

Commission:

Table No. IT.

Assetes and Liabilities - San Jose Water Comvany -

Maren 31, 1916.

Assets

Acconnts ReCeivabloseessecsrsseas §  13;945.20
Accounts Poyable -
Appreciction of Fixed Cepltel.... -
311ls ReceixbBl0iececeaceccncnans 5040.00
Construction(Prior 0 1914)eeese. 1,2531,014.65
Construction (for 1924).eececesas 62,389.02
Conatruction (for 1915)ceccucacas 68,378.91
Construetion MetorSeceeeceanannas . 4,046.54
Congtruction Pive vecvevccenncrnn 6,476.79
Constructicn ServiceSeescscsesaaa 76l 4L
Construction Genorel.eca.. 6,591.88
c&pit&l StOCk-......-.--.-....... -
Corporate SUrpliSeciececescescensns -
Collectors’ Mundeecscssnacanenanas 53.00
Gardexn City Bank & Trust Compenye 4,804,67
InS?J.Z'&nCQ Eeserve-............-.. -
deterial and SurPlioScicescscccass 19,735.77
Notes Payeble(4uthorized by Commission -
Xotos Payable(Authorized by Statute) -
0ff4co PixturOfecacnasscnsesancas 5,854.86
2ropeld INgUXeNCOesscvraccsssnacss 571.95
Regerve for DepreclatioNeecaances -
Reel 2otetCeccacacacccocscnsanans 255,943.32
Sexvice Billed in AdvonCCececces. -
"Saop (Cepital Account)eceevennsn. 2,562.51
Steble and Garsge(Cepital Account) 7724494
Suspense........‘.IOC...'.I.‘..I‘ 65.00
ToX0S5 ACCTUCGaaceecaccnancsnnnase -
Tool (Copitel AccOomat)eeceecesnns 9.6
TOOl E}Cpense..-..........-......- -
Uramortizod Appreisexent Expensos, - 4,950.00
Uramortized Reorgenization Zxpence 1,104.5C
Teter RightSecesrecarecssstcacans 107,329.00
Cesh o1 hanleecess ceessae 11,471.93

$1,820,822.75

Ligbilities

106475
198,929.97

1,250,000.00
86,417.55
4,804.67

160,000.00
50,000.00

66,696.30
144.53‘

3,705.00
18.18

$1,820,822.75




By subtracting from the total of $1,820,822.75 thé-items
In the foregoing table for sccouwnts paysble, insurance reserve,
notas payable, reserve fLor Ceprecietion, sorvice villed in advance,
taxes accrued, tool expense wnd unamortized appraisement oxpense,

San Jose Water Compeny roports net acsets as of Mereh 3L, 1916
smounting to $1,580,897.52.  Assistant Engineer Jemoc lrmsirong
checkod over this statenment and testified that on the basis of the
velustion reported by this Commission™s englneering department iz
Case No. 476, with swbsoquent edditlions and subirections, the report
of the San Jose Water Commsny is correct.

San Jose Water Works was fncorporated on Pebruery 17, 1916
witk gererxal public utility water powers, Lor & veriod of 50 years.
The compeny has en suthorized copltal stock of &2,500,000.00,
givided into 25,000 shares of the par value of $100 sach.  Seven
shares of cepital stock heve been issued, one share to each director.

It iz now proposed to 5ave Sen Jose Water Company convey
to San Joge Wetexr Works the entire property, bothk operative and nonm-
operative, of San Jose Water Company, except its Lrenchise to be o
corporation, in exchenge for the issue by Sen Jose Water Works of
its common cepital stock of the par velue of $1,500,000.00, the pay-
mént by Son Jose Water Works of $25,000.00 in cash =nd the sssumption
by San Jose Water Works of all the obligaiions and llsbilities bf
Ser. Jose Water Coxpenye. The testimony shows thet precticelly
51l the proverty of San Jose Water Compeny with the excoption of
two or *kree lots of land is operative property.

San Jose Water Worke also asks authority to issue certain
promissory notes and certain cepital stock 98 hereoinbefore set
forth; the capital stock to be issued at par to refund the pronissory

notes. This matter will be further referred to in the order lherein.

mhe reeson for this proposed trsnsaction arices from the




faet thet the corporate life of San Jose Water Coﬁpany‘will expire

on November 21, 1916. As elready indicated, San Jose Vater Com.
pany was incorporated on KNovembex 21, 1866 'ﬁo:u a term of 50 years.
Section 7 of Article XII of tie Comstitution 6£ Californis, reeds
in poart as follows:

mho Legislature shell not extend any franchise

or charter, nor :remit the foxrfeiture of any

franchise or cherter of any gquasi-public cor-

poration now existing or wbick shall hereaflter

oxist under the laws of this state.”

This spplication is mede in view of the approsching
tevmination of tho corporato life of Sen Jose Weter Company and
of the provisioné of Section 7 of Article XII of the Constitution
of Celifornie, svplicsble to this situetion.

The Corstitution and Statutes of California ghow clearly
aniintention thet et recurring periods tke State should have the
right to roview snd, if necessary, entirely revise the relstlon-
ship betweon s puslic uwtility corporation and the public. Section
290 of the Civil Code of California provides in paxt that the tera
of ¢ corporstion’s liZfe shell not extend beyond 50 years. While
wrovision nes now been made in the Constitution and the Statutos
of this State for sn extension of the term of othor corporstions,
thece provisions heve 20 spplicebility to public utility corpora-
tions. Roforence has already been msde to Section 7 of Axrticle
XIT of tho Constitution of Cslifornia prdviding in pert that the
Tegislature shall not extend any franchise or charter of sny quasi-
vublic corporation nor remits the forfeiture of any franchlise or |
cherter of eny such corporation. Fence, &t lecst st the end of
tre 50 year ferm of oach public utility corporationts life, the
State moy entirely review the relationship between such corporatlon
snd the public. |

Roferring now particularly to the franchises of public

utility corporations, it Ls true that Section 19 of Article XI of




the Constitution o£.California a8 originally enacted, provided in -

effect, that in any city where there are no public works owned and
controlled by the municipality for supplying the ssme with‘water
or artificicl light, any individuel or Celiformia corporation might
secure the right, witbout limit as to time, of using the pudblie
streets cnd thoroughfares of the municipality for the supply of
geslight or other illuminating light or with f£resh water fou
domestic =nd 2ll other purposes. A8 this seotion originally
stood, any individuwal or Californis corporation desiring to supply
8 mnnicipaiity which had no public works of its own of suck
ckheaxrocter, with gaslight or other Illuminating light, or with
frosh water for domestic or other purpeses, secured by direct
grent from the State of Californie a franchise for such purposes
without limit 28 to time. The Supreme Court of the United

States held in Russell Q. Sebagtisn, 233 U. S. 195,

that this franchise extended to uall the streets ¢f the municipality.
However, on Oetober 10, 1911, section 19 of Article XI of the Con-
gtitution of this Stete wes amended so a8 to provide that persons
or corporations may establish and operate works for supplying
the inhebitants of municipal corporations with public wutility sexr-

- vices oilthe character therein specifled, including water, "upon
such conditions amd under such regulations &s the municipality
mey vrescribe under its organlc law, on comdition thet the municipal
goveornment shall have the right‘to regulete the charges thereof.”
Henoce, any yperson or corporation desiring to supply o municipality
with water or other public utility sexrviee of the choracter specified
in the section, subsequent to October 10, 1911, must comply withk
fsuch conditions and such reguletions a8 the municipality mey
proacribe uwnder its orgemic law,” which conditions and regulations |
mey, if the municipality has been granted the power, inélude the 2¢-
quisition from the municipality of franchise with either limited or
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wlinited term: . It thus appeers that with reference t¢ publie
utility frenchises the State has now provided for the possibllity
of a limit of thelir %erm, zo a5 tc¢ onadle the pudlic authorities,
at designeted intervals, to review the situction with reference to
21l Zranchises granted to pudlic utilities subsequent to Ogteober
10, 1911,

The Stato hag also provided o tribumal with power %o

cupervise the trensfer of all public utility proverties, in-
cluding franchises. Section 51 (a) of the Pubdlic Utilitles Act
provides asz follows:

Mo railroad corporstion, stroeet rallroed cor-
porstion, pipe line corporation, ges corpora-
tion, electricsl corpvoration, telephone cor-
poretion, telegreph corporatvion or water cor-
poration shell honceforth sell, lesase, assign,
mortgage or otherwisc dispose of or encumbder
the whole or any vpart of its reilroad, street
reilroad, line, plent or gysvem, necesssry or
useful in the performence of 1ts duties to the
pudlic, or sry frenchise or permit or eny right
thereunder, nor by any mesns whatsoever, direcet
or indirect, merge or consolidete its railread,
street reilroad, line, plent or sysiem, or Ilrsn-
chises or permits, or any pert thereod, with sny
other public utility, without heving ITirst se~
curcd from tho Commission an oxder auwthorizing
14 g0 %0 do. Every such szle, lease, assignment,
nortgege, disposition, encumbrsnce, merger or con-
csolidstion made other tham in zecordsnce with ithe
order of the Commission authorizing the same shall
be void. Dhe permission end approvel of the Com-
£ > s o, Coney e . ]
mf331on tf‘the exercise Qu L LTCLCN1S8 (% DGIM1£
Ater seetion MMy of this Let, or the szle,
leasze, assignzont, mortgage or other disposlition
or encumbdrance of & franchise or pernit under this
section shall not e construed to revive or validatoe
any lapsed or invelid franchize or peralt, or 10
enlarge or sdd to the powsrs or privileges con=
tained in the grant of sany franchise orxr permlt,
or to woive any forfeiture. Notking in thig sub-
section contelned shell be construed to prevert the
zole, lesse, or otvher disposition by any publle
utility of = clsss designeted in thiz sub-section
of progerty waich is not necessery or useful in the
performence of i%ts dutics %to the public, and eny
sele of its property by such pudblic utility shell
e conclusively presumed to have been ol propexty
whicn ig not userul or nocessery in the performence
of 4its duties to tho public, s to suy purchaser of
such proverty in good faith for value." :




The State hes thps provided that no public wtillty franchizes,
whether granted to 2 corporation? g partnership or on individusl
cen bo transferred or asssigned uniess the consent of the Rallroad
Commission hes first been secured. Tho obvious purpese ol this
section ig 0 enadble the Railroal Commission, »efore any t;ansfer
of public wtility property is consummated, to roview the situestion
and td teke such action, &s a condition %o thé transfer, &s the
pablic interest mey require.

One of the most importent gquestions, if not the most
important of 211, to-be coaneidered oy Tke Stato at the terminstion
of tro 1ife of  public utility corporatioz ig the disposition of
its frenchises.

" or Pobrusry 17, 1865, the City of Sen Jose granted to
Donald LeXonzie and hle assigns the right to use the pubdblic
streets of San Joselfor tho supply to 1ts irhsbitants of good
end pure water fox the texm of 25 yeers. The rights secured
wnder this ordinonce were later assigned by McKenz:e to Sen Jqse
WUator Company. The rights granted by this ordinance have expired
oy time limitation.

San Jose Weter Compsny now claims the ownershiy 0L the
following franchises:

1. & porpevusl frenchise in the City of San Jose under
the provisicus of Section 19 of Article XI of thae Constitution of

California as it existed prior to itz cmendment on Qetorer 10, 1911.

2. 4 similar verpotusl franchise in the City of Ies

Getoz. |
3. Tro right %to lay down and maintaiﬁ water pipes slong
the public highways and roads of the County of Sante Clers, granted
by an order of the Board of Supervisors of Senta Clars County to
Sen Jose Vater Compeny oz August 22, 186S. This ordex conialns
no limit as to time.
10




The question whether & franchise granted to & publlc
utility corporation which hag & limited 1ife can extend beyond
the 1ife of the grantee was concidered by the Supreme Court of
the United States ir Detrolt v. Detroit Citizens Street Railway

Compeny, 184 U. S. 368, In tnls case, 8% vage 394, r. Justice
Packzam holds that the limitstion of the life o & Eorporation

does not preveat the corporavion from taking frenchises or othexr
property, the title 4o which would not expire with the corporstion
itself. lir. Justice Peckhem points out that a corporation whose
corporate existence is limited to s torm of yesrs kas always boen
gtle to purchase the fee In property wilck it needed for the opers-
tionm of i%ts business, and that 1f at the end of its term its life
were not extonded, the proverty which itlowned at the expi:&tion
0f 4ts 1ife was an osset payabdle t¢ the sharcholders after the
payment of its debts. IMx. Justice Pockham then refers with ap-

proval to People v. Q'Brien,lll N.Y¥. 1, 25 establishing the foliow-

ing dectrine:

™here the grent to o corporation of the fran-
chise to construct and overste its roads Iin the
gtreets of s city, is not, by its terms, limited
exnd revoceble, the grant is in fee, vesting the
grentee with an interost in the street in per-
petulty to the oxtent necesssry for the streoet
reilroad, the rights grented to be exerclsed by
the corporetion or waomsoever mey lawfully succecd
to such rights. In that case the suthorities
show that & frenchise of the ebove nature is
invested witk the cheracter of property snd is
trensferable as such, independently of the life .
of the originsl corporation.”

Yr. Justice Peckham concludes his discussion on this subject @s

follows:

"mue decisions neve all been one way, in favor

of the right of & corporetion, limited as to

the %ime of its corporsie existence, to pur-
chese or scouire by egreement or condemnation
property for lts use, the title to which 1t mignt
ovr in fee."




1 ' » [ 1
Un&er fhe dagision of the Suprems Court of the United

Stotos in tho Detroit csse, supra, 1t clearly sppears that & cor=-
poration may acquire a franchise, the terms of which extonds bo-
yond the corporation‘é 1ife: that when no torm iz expressly pro-
vided in the franchise, the term of the franchise iz not %o he -con-
cidored os limited by “ho corporstion's life, bdut is to De regard-
ad rather as s perpetusl right; snd that s poerpetual f£ranchise to -
lay trecke or pipes in & stroet 1s o property right which, likxe the
ottor property hold dy the corporation in foe may vass on 0 &
sucecessor ot the end of the corporation’s life. Hence we Lind °
the San Jose Weter Company ithc owaer of three franchises without
oxpress limit as to time,two directly from the State under the

" provisions of o2 Section 19 of Article ZI of tke Congtitusion
end one from the Boerd of Supervisors,of Sonte Clera Countye. It
the framerz of the Congiitution of 1879 had had tho wider
experience with public utility fronchiges which the pecople of
this State hove now scquired, I sm setisfled that they would
pave vrovided wiih referonce to sll pwblic utility fraackhices
at lees% tmo conditions: (1) that the public should at &ll
times ' have the right to ‘tale over the francﬁﬁse and ‘the
property constructed ard oporeted thercunder sy & falr value
to be estedlished by some impartial tridurald and (2) thot no value
srould over be claimed Lor any franchise by the grontee of the
froncnise Or any successor or aésign, in exzcess of the smomwnt, 1If
eny, originally psid by the grontoe 2t the time of the grant %o the
public cuthority from wmhon tho franchise was zocured. The firs?
condition has now, in effect, been written into the law of Califoranis
by tze onsctment of Sccivion 47 of tho Public Utilities Act providing
that whonevor o manicipality or otker public corporation desires to
acouire the Property or suy poriion thereof of = public usility,

1t mey £ile a petition with the Reilroad Commission which Commiszion




is then suthorized to fix snd detormine the fair compensetion
to be pzid, whickh compensation g conclusive in éﬁinent domaix pro=-
ceedings.

~ Referring now 1o the secord condition herein suggested,
the Tublic Utilities Act provides in Seotion 52 that the Roilrond
Commisgsion shall heve no power toiapthoriée the capitalizatién of
& public uwtility franchiso in aoxcess of the amount originally peid
therefor. In so fer as rate procesdings sre concerned, this Com-
mlssion in its decision No. 5242; rondered on April 6, 1916, in
the Nt. Whitney Power and Electric cases, hes decided thot no valua
can he allowed in rate cases for franchises in excess of the amount,
if =my, origirelly paid for them. Vhat will Pe the decision of
the courts of last resort with reference to fremchise vslues in
condexmetion ceses is not as yet definitely detormined.

Sen Jose Woter Compsny is approeching the end of its life.
The compemy 1S petitioning the State to be authorized o ¢continue

to own snd operate its proyexty thiough the instrumentality of 2 new
coxporation for tho term of asnother f£ifty yeors. The State wmoy
either grant or deny the spplication. It seems only fair that wnder
these circumstaonces tkhe State, if it grants the applicetion, should
roguire tket tke new corporation agree that it will never in any
chaxracter of proceeding before sny court, commission or othexr public
guthority, cleim apny wvelue for its franchises wkere, &8 is the ccse
kere, nothing was oxiginslly psid fox them by'San Joge VWeter Company.
The framers of the Constitution of 1879, apporently uncertain as to
what conditions the progress of time might show to be wise with
reference to »ublic utility franchises, solved the problem by granting
franchises 1N yrrEmiadty by Section 19 of Article XI o2 the Con-
stitution, but ot the seme time provided that the Legislature should

not extend the texrm of & public utility corporation’s life. Thus




the fremers of the Constitution of 1879 presserved to the State’s

representatives, at stated periods iIn the Luture, the power to*
roview the reletionship betwesn each public utility corporation
and the public and to impose suck conditions on the transfer of &
public utility corporetion’s property snd fremchises, as the &0~
cumuleted exparience of the yesrs to come might show to be wise
exnd necesscry Lor the prote‘otion o? the publie.

In the presoent proceeding, Sen Joso Water Compeny
and San Joss Water Works apporently reslize the justice of the
positiop nerein taken. The testimony shows that San Jose Water
Compeny hes mever capltalized its franchises and that in de-
termining the compemsation 10 be paild by San Jose Water Works
for the property of San Jose Tater Compeny no velue was ossigned
to the frenckises of Sen Jose Water Company.

Sen Jogse Woter Compeny has rexndered efficient sexvioce
at Tessonsblo rates to the territery gerved by it. ZFProvided
thet the stipuletion referred to in the order he:;ein with
reforence to franckises is executed Wy San Jose Tater Works, I
see no rTeason Why the State should not poermit the new corporation
to toke over the property of the existing corporation snd to
confin'a.e the efficient sexvice whick has been rendered by Sen
Joge Teter Compeny duxring the lagt £ifty yoesers.

The petitioners herein tostified that the transfer
of the property wonld not be ﬁsed a3 the basis of a request
sor an increase in rates ond thet it is mot the intention of

Sep Jose Toter Works to apply for suy suck inerecse.

T submit the followirng form of Order:




Y

SAN JOSZ WALRER COIZANY and SAN JOSZ WARZR VORXS keving

anplied to the Rallroad Commission for an order autkorizing San
Jose Vater Compeny to convey 1ts property, excopt the right to

be 2 coxrporation, to San Jose Water Works foxr the consideration
specilied in the opinion which precedes thls order, and for sa
ordexr cuthoricing Sen Jose Vater Vorks to issue 15,000 shares

of its capitel stock, at par, in pert payment for said property;

to assume the obligotiorns and liabilities of San Jose Water Company
and to issue tho promissory notes and the additional cepitdl stock
horoinaftor referred to, and & public ho&fing having veon held

on said epplication, end tro Roilroed Commission finding that the
purvoses for which the proceeds of the capitel stock and notes

to be iscwed by Sen Jose Weter Works will be used are not in whole
or ir pert roasonadly chergeeble to operating exXpenses oOr to incorne,

IT I5 EZREBY ORDERID AS POLIOVUS: )

1. Sen Jose Wator Company is hereby authorized fo
convey 40 Scn Jose Waler Works the entire proporty of San Jose
Tator Coxpany, oxcept its right to be & corporation, in conciderc—
t40n for the izsue by San Jose Vator Works to San Jose Tster
Company of tre capitsl stock of Sax Jose Weler Works of tho per
value of 51,500,000.00, the paoyment by San Joso Tater Works 1o
Sen Joze Teter Company of the sum of (25,000.00 in cesk end tae
ascumption by Sen Joge Vaber TVorks of ell %tho obligations and
1iebitlties of San Jose Water Company. The propertiy to be thue
conveyed by. San Jose ‘eter Company 45 doscribed in Ixhibit "AY
which is sttached S0 this order.and made & part hereof.

2. San Jose Tateor Works ilc neredby autrorized to lesue
to Sen Jose Water Compeny 15,000 ghores of its cepital Stock of
tre par value of $100.00 per chore and to assume ell the liabili-

ties end obligations of San Jose Vator Compeany,




for the proporty %to bo conveyed, as alforeseid, by San Jose

Vatoxr Conpeony to San Jose Vater Works.

Se San Jose Velter Works "lc heredy authorized to

cxecute 1ts promissory note in the sum of £25,000.00, at an
interest rato not to cxceod 6 por cent per sanum, in eccordance
with the terms of 2 suprlementel order which will be issuved
herein whorn Ssn Jose Vater Works has reppried the name of the
reyee and the teorm of the oroposed note.

ba San Jose Vatex Vorks ls herevy aunthorized to
issue its promissory notes, from time to time, at retes of
irterost not to exceod the rotes of interost specified in the
existing promissory notes, for thoe purpose oX refunding the
promizsory notes of San Jose VWeter Company 2t present isswed in
the sum of $210,000.00, provided that Son Joso Water Works shall
have f£iled o statement of the rotes which - it desires to refund
exd of the terms and conditionz of the notes which it desiros %o
issue ard shall heve secured Zrom the Redilroed Commission a
supplomental order herein, suthorizing the issue of such promissory
zotes.

) 5. Sen Joze Veter Works 1s heroby autkhorized %o sell
its éapital stock, st »ar, in amounts sufficient to refund such
vromissory notes as San Joso Tater Works may ilsgsue for the pur-
pose of refunding the oxisting notes of San Jose Vater Coumpany
and ke note Zor %25,000.00 hereindefore referred to, provided
“hot Sen Jose Weter Works spell first have securoed Zrom the Redl-
road Commission & supplemerntal order syocifying the terme znd
conditions of such lssuec.

Tho foregoing suthorizations are granted upon the

folloming conditions, and not otherwise, to-wit:




(8) Tae usuthority heroin given to San Jose Water
Company to convey its property to San Jose Water Torks shalli not
become effective uwntil San Jose Water Torks shell have filed
with the Reilrosd Commission o stipulation, authorized by its
board of directors, ogreeing that Jan Jose Water Vorks, its
successors and cssigne, will nover claim before the Rallroad
Commisa;on or any other publlc authority, in any proceeding, =By
velue for the franchises referred to im the opinion herain anmd to
be conveyed by San Jose Vater Company to San Jose Weter Works,
exd shell have secured from the =Rallrosd -Cormilsgsion & supplomexntal
order reciting that such stipulation, in Lorm satisfactory to the

Reilroed Commission, bhas been f£iled herein.

(b) The suthority herein given to Sem Jose Water Com-
peny to convey its property to San Jose Tater Works shall not
become effective wntil San Jose Water Vorks skell have f£iled with
the Reilrosd Commission a stipulation, cuthorized by its boaxrd of
direotors, sgreeing that Ssn Jose eter Torks, on the conveyauce
to it of the property of San Jose Wator Company, shall sssume
all the 1igbilities and-ﬁbligations of Son Jose Water Company,
snd shell have secured from the Reilrosd Commission a stpplemental
order reciting that such stipulstion, in form satisfectory to the

Reilrosd Commission, has been f£iled herein.

(¢) Sen Jose Teter Works shsll, within thirty dayse

sfter the issue of the 15,000 shares of its oepital stock herein

suthorized to be issued, mske 2 verified raeport to the Rallroed
Cormission, stating the disposition of such cepital stook, in
socordance witk this Cormission's General Order No. 24, which oxder,

ip so far as spplicable, is mede 2 part of this order.

() ¥ithin trirty deys from the exocution of the deed

of conveyence from San Jose water Compeny to Sen Jose Veter Woxrks,
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Sen Jose Water Torks shell file with the Rallroasd Commission
a coertified copy theroof.

{e) The outhorization rerein given to0 Sen Jose
Yoter Company to convey its property to Sam;Jose Teter Works
and the authorization givon to Son Jose Weter Woxks to lssue
15,000 shercs of its cspitel stoek in partisl payment therefor
shell apply only to such conveyanée and to such issue as shall

hove been made on or before July 1, 19lé.

The foregoing opinion and oxder are kereby spproved
end ordered Piled as the opinion and order of the Rallrosd
Commisgion of the State of Celiforpla.

Dated at Sen Francisco, Celifornis, this 10tk
day of Moy, 19lé.

G’
st/ .
2] A

CommisSSilreTrSe




EZEIBIT "A"

All the property belonging to the San Jose Teter

Compary of whatsocver kind, rature or desceription, real, personel

and mixed, ond ell sald compeny's rights, privileges and ecasemenis

of overy kind and nature, both in oxr to or concerning real and

versonal proverty of every kind, nature end doscripiion, and elso

2ll.s2id compeny's rights of every kind wastever, oxcept its right

to be &

corporation, and oxcept its right to distridute to its

stocknolders the stock ond cash received, or to be received, by

1t as the purchase price of the proporty hereby coaveyed and trouns-

fTerred.

Seid proverty so conveyed includes 2ll the water plant

end wator sysitex and all otker properity cnd rights of every kind

and peture of said San Jose Water Compeny, or belonglng to or xmoxx

possessed or used by it, save and except the purchase price pald,

or to be paid, to it for the properiy to be conveyed.

The lands conveyed are shortly doscribed as being the

following lots or

meps, recorded in

rocts of lond 23 designated upon the Lfollowing

see Zolioning Dogkp 0T IAD8 11 108 olfiea of

+he County Recordor of the County o Santa Clore, Stote o

Celifornia,

et the vages

foked
L

hereinaftor coecifiod, which lands

1n the sald County of Sente Clers, State of Californis,
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2%rd.
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25%th.
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43,
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36.
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52.
46.
46,
46,
22,
45.
37.
36.
474,
47A.
37.
37.
5CL.
504.
49.
6.
6.
3l.
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6.
45,
4l.
4.
42.
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49.
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31.
45.
36.
36.
36.
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46.
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¢ 693 recorded Book "N of Meps, page 99.
70A recorded Book "N" of lieps, page 98.
702 recorded Boolz "N" of laps, page 98.
Lot 71, recorded Book "O" of Maps, page Il.
Lot 72, recorded Book ™W" of lsps, prage 98.
73, recorded Book "N" of ilaps, page 98.
74, recorded Book "O" of laps, pvage 3l.
Lot 75, recorded Book "U" of Maps, page L00.
Lot 76, recorded Book ™N" of Mans, vage 100.
Lot 77, rocorded Book "P2™ of Mere, page 46A.
Iot 78, recorded in Book "F2™ of lleps, page 464.
Lot 79, recordéed Book "r2" of lieps, page 46i.
Tot 80, recorded Book "R2" of liaps, vage 46L.
Lot 81, recorded Book "F2" oflicps , page 49%.
Lot 82, recorded in Book "F2" of lMaps, vege 494
Lot 83, recordod Book P2V of iieps, page 48A.
Lot 84, recorded Book "0 of Mops, vage 9ls
Lot 85, recordod Book "O" of Meps, paoge Sl.
Lot 86, recoxrded Book "O" of Maps, pagze 9l.
To% 88, recorded im Book "O" of leps, page Sl.

Sedid 1ois or tracts of land are more partieunlarly

deseribed on said recorded meps, whereon they .are designated
as sforcseid, to which recordod meps reference is heredby nede for
moro perticwler description.

The property to be conveyed elso includes any and
every lot or tract of land not above pnrticularly'&escribed;
which soid Sex Jose Water Compeny owns or in which it has any

right, title or interest, if any such tract of lend there be.




