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Decision No. 

BEFORE THE RAILROAD CO~!M!ssION OF THE ST,ATE OF C,..'\LIFORNIA 

In the Matter ot the Application of ) 
S.:.N JOSE WATER "?lORKS) ) 

a corporation, tor an order author- ) 
izinS it to execute its note in a ) 
principal race amount of not to ex- ) Application No. 20835 
ceed $2,100,000. and to mortgage its ) 
properties as security tor the par- ) 
ment of such note. ) 

Lieb e."ld Lieb, and McCutchen, Olney) Mennon & Greene, 
for applioant. 

BY THE CO~~asSION: --
OPINION 

, " 

San Jose Water Works asks permiSSion to issue, tor the 

pu:rpose 0-: redel)ml.ng its outstanding bonds and paying expenses in­

cident thereto, a note for the swn o~ not exceeding $2,100,000. 

and execute a chattel mortgage and a deed of trust to secure the 

payment or such note. 

San Jose Water Works has tho ro11~v1ng bonds outstanding:­

First mortgage 5% bonds dated July 1,1926 due July 1, 
1951 • • • • • • • . • • • • • • • • • • • . • $ 333,000. 

First mortgage 5~ bonds dated January 1,1928 due 
Janua:-y :1:., 1953 • • • • • • • • • • • • • .... 480,000. 

First mortgage 5% bonds dated August 1, 1934 due 
August 1, 1954 • • • • .. .. .. .. • • .. • • • •• 1,163,000. 

Total ••••••••••••••••• #1&976,000. 

Applioant has outstanding $1,50l,500. per value of common stock and 

$1,50l,500. par value of 6% cumulative preferred stook. Its current 

assets are in excess of its current liabilities. 

San Jose Water iVorks intends to redeem itll or .1 ts outstand­

ing bonds on Jenuary 1, 1937. The bonds due August 1, 1954 ere at 

this t~e convertible into coomon stock of the company at tho option 

or the holder on the oasiS of $125.00 in principal amount of bonds 
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tor each $100. in par value ot common stock. Applicant, of course, 

does not know how many of such bonds, if any, will be converted into 

common stock. Assuming that none will be converted, applicant re­

ports that it must pa~ a premium of $83,190. to redeem its bonds which, 

added to the principal of the bonds, to-wit: $1,976,000,_ mel<Fes 8. total 

of $2,059,190. which it must pay to redeem its outstanding bonds. 

In addition it will have to pay the expenses incident to such redemp-

tion. 

Applicant has entered into an agreement with the Bank ot 
)Jnerica National Trust and Savings Association tor a loan ot not ex­

ceeding $2,100,000. ·~o finance the redemption of its present outstand­

ing bonds and the expenses incident to such redemption. The loan, in 

whatever amount it may be made will be represented by a note dated 

January 1,1937 and payable July 1,1937, with interest payable astol-, 

lows:-

8.. At the rate ot Z% per annum from Januarr l,1937 
to ana ineluOing Mareh 51, 195". 

b. At tae rate o~ ~ p~r dDnum rrom April 1,1937 
to and including April 30,1937. 

C • At the rate of ~ per aJmum from May 1,1937 to 
~d includi~ May 3l~l937. 

d. At the rate 01' '3-3/4% per annum trom dune 1,19~7 
to and inel~ding J~ly 1,1937. 

A copy ot the proposed note which applic~t asks permission 

to issue is tiled in this proceeding as Exhibit B. The payment of 

the note will be secu~ed by a chattel mortgage and by a deed o~ trust 

similar in form to those file~ in this proceeding as Exhibit C. We 

:rind the proposed notel) chattel mortgage and deed ot trust to 'be in 

satisfactory form. 

Applicant expects to pay the note which it may issue tor the 

purpose ot redeeming its bonds through the issue and sale ot first 

mortgage 'bonds. It has entered into an ~ereement with certain under­

writers to sell to th~ $2,100,OOO.ot 3-3/4% bonds due December l,1961 

at par plus accrued interest trom December 1,1936 to date ot de11ver,y 
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plus two-thirds of any excess of the offering price to the publio 

over 1021% of the principal. The agreement is subject to various 

terms and conditions and is p=ed1cated upon the present market price 

for bonds. It the market price for bonds declines. between now and 

when the bonds or the company can. be otfered tor 5$.le the underwriters 

are re11eved from'the obligation to acquire the bonds. 

ORDER. 

San ~ose Water Works having esked permission to issue a note 

i:l. the amount ot not exc eed1ng ~~2, 100,000. and to execute a cbe. ttel 

mo~gage and a deed ot trust, the Commission havine considered appli­

cant's request ~nd being of the opinion that this is not a matter in 

which a hearing is necessary and that this application should be 

granted subject to the provisions ot this order, and that the money, 

property 0= labor to be procured or paid tor by the issue of said 

note is reasonably required by applicant tor the purpose herein stated, 

therefore, 

IT IS E:&R]:BY ORDERED as :f'ollows: ... 

1. San Jose "Nater Works may, after the ettect1ve date hereof' and 

on or betore January 15, 1937, issue a note in the principal tace 

amo~t ot not to exceed ~2,lOO,OOO., which note shall be in, or sub­

stantially in, the same form as the note filed in this proceeding as 

Exhibit B, and may use the proceeds roalized trom the issue ot ~.d 

note to redeem its outstanding bonds and. pay expenses incident to such 

redemption. 

'2." S~n :ros'e 'W'ater Works, for the purpose ot securing the payment 

'ot't~c ~o:resaid note, may execute a chattel mortgage and a deed or 
, . 

trust, which chattel mortgage end. d.eed of tru.st shall 'be in, or sub-

s:~.llt.1.a11.y'. in,' t.ho same torm as those filed in this proceed.ing as 

Exhibit .C, provided that the authority herein granted to execute a 
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chattel mortgage and a deed or trust, is tor the purpose of this 

proceedfng only, and is granted only insotar as this Comnission has 

jurisdiction under the terms ot the Public Utilities Act and is not 

intended as an approval or said chattel mortgage and deed or tl"t1st 

as to such otner legal requirements to which said chattel mortgage 

and said deed of tru,st may be subj.ect. 

3. T~e autho~ity herein granted will become effective when 

applicant has paid the fee prescribed by Section 57 of the Public 

~tilitios Act, which tee is One Hundred and ~-rour{$lZ4.00) 

Dollars. 

4. Within thirty '(30) days atter the execution of the note, 

t~e chattel mortgage and deed of trust herein authorized to be exe­

cuted, San Jose We. te= Works shall file wi tb. the Railroad Commission 

a certified copy ot said note and of said chattel mortgage and ot 

said deed ot trust. 

5. San Jose 'Water ~,'1orks shall tile with the Railroad Comm.1s-

sion a report or repo=ts in compliance with the Railroad Commission's 

General Order No. 24, which order insofar e.z, applice.ble, is made e. 
part of' this order. 

D~T£D at Sen FranCiSCO, California, this 

(!~ 1936. 

/1...) 

1.. 1 d.ey or 

Commissioners. 


