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BEFOP3 TEE RAILRO;~ COMMISSION OF TEE STATE OF CAtIFO?JUA 

In the Matter of the Application of 
SJU~ JOSE WATER WOP~~ 

a corporation, for an order authorizing 
it to issue and sell an additional 
amount of its first mortgage bonds and 
to confirm the lien of the bond inden­
ture on a portion of newly acquired 
rea,l :property. 
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Application No. 22124 

teib & Le1b and McCutchen,Olney,Mannon & Greene, 
for Q.:pplicant. 

ax !E& COMMISSION: 
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S~n Jose Water Works has applied to the Railroad Comm1ss1on 

for an order authorizing it to execute a third supplemental indenture 

to its mortgage of chattels and trust inde~ture and to issue and sell 

$93~000.OO of its first mortsage 3-3/4% ~,.t1:d$j, -series A~ due December 

1,196l~ at not less than 103% of their face value plus accrued ~terest, 

fo~ the purpose of paying indebtedness and of financing the cost of 

additions and better~ents to its plants and properties. 

The company is engaged in the business of sup~oly1ng water 

to domestiC, commercial and ~dustrial consumers in and about San 

Jose, tos Gatos and Saratoga, Sant~.Clara County. Heretofore, pur­

s~~t to authority granted by the· Commission~ it executed 1ts .mortgage 

of chattels and trust indenture, dated as of December 1, 1936; and two 

indentures supplemental thereto~ and issued an& sold $3,073,000. of 

first morte~ge 3-3/4% bonds, Series A, due Decembor 1, 1961 and callable 

on any interest ~ayment date at the prinCipal amount, ,lus' accrued 

interest and a premium of 5% on or before December 1, 1940~ or 4% 
after Decembor 1, 1940 and on or before December 1, 1944, or 3% after 
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December 1, 1944 and on or betore December 1, ~94S, or,2% after 

December 1, 1948 ~d on or before Decemoer 1, 1952, of l% after Decem­

ber 1,1952 and on or before December 1, 1956. The bonds were sold for 

t~e purpose of paying outst~d1ng bond~ and preferred stock and of 

financing the cost of additions and betterments to the plants and 

}I:!."operties. Of these :bonds heretofore issued the company has re-

deemed, pursuant to the sinking fund provisions provided in respect 

to said 'bonds, $24,,000. !,::J,ce value, leavine $3,049,,000. pr1:c.Cipal 

amount now outstanding. 

The company's assets,~d liabilities as of June 30, 1938 are 

reported in Exhibit D as follows:-

ASS E T S 

Plant and property 
Reserve for renewals and replacements 

Miscellaneous investments 
Special cazh ~eposits 
C".lr:'ent assets: 
Cash 
Accounts receivable-Net 
Inv~ntories 
Unbil1ed revenues 

Unamortized debt discount and expense 
Other deterred debits 

Total asset~ . ... . . 

Capital' stock-Common 
Funded'debt 
Current liabilities: 

LIABILITIES 

$ 100,,000.00 
2,,0;;.95 

l29,972.63 
208,162.51 
267,866.67 

$5,';15,115.6;2 

$2,,002,,17;.00 
.3,049,000.00 

Notes payable-Bank of America 
Due affiliated comp~es 
..4ccoun:t.s,.~· p~yable 
Accrued liabllities , , .2741"Ol~o6·4~·' . ',.;1..,. 

Consumers and other deposits refundable 
Deterred credits 
Contributions for eA~cnsions 
Capital and paid in,surplus 
Earned surplus 

Total liabilities 
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It appears from the application that in order to pay and 

provide in part the cost of additions and betterments to the water 

system~ the company oorrowed from Bank of America National Truzt and 

Savings Association the sum of $lOO~OOO. evidenced oy short term 3% 
notes. In this connection the application shows that during the 

period fro: October 1, 1937 to June 30, 1938 the company expended for 

construction purposes the sum of $90,057.97 and made retirements ot 

$$,775.69, le~ving as net capital expenditures the sum ot $el,282.28 

which have not yet been made the basis for the withdrawal of bonds. 

The application further shows the estimated net construction require­

ment for the last six months' of 1938 at $78, 323./+4. 

The expenditures referred to in the preceding paragraph,ooth 

made and estimated, are shown in so~e detail in Exhibit A and B 

attached to the application. 

In order to obtain funds to pay in part the b~ indebtedness 

incurred tor construction.purposes and to finance permanently in part 

the construction expenditures, the company now asks for an order per-
mitting it to issue and sell additional conds of the face valu~ of 

$93,000. The bonds will be similar to those heretofore authorized 

and now outstanding. The company proposes to 3011 them at not less 

th~n 103% of face value plus accrued interest. 

The Commission has considered the request of the company~ 

From a review and analysis of· the ap~lication, and of the financial 

and other statements attached thereto, and an examination of some of 

its records supporting such statements, it appears that the issue of 

the additional bonds at this time is reasonably required by the company. 

An order accordingly will be entered, although such an order should 

not be construed as approving all the items comprising the total expen­

ditures. 



In this proceeding the company ba:; made the further request 

for perm1ssion to execute a third supplemental indenture, dat'ed 33 ot 

August 1, 1938, to BaxU~ of America National Trust and Savings Asso­

ciation, trustee, for the purpose of confirming the lien of the origi­

nal mortgage of chattels and trust indenture, and the first and second 

supplemental indentures, upon ~ piece of ~e~l property ac~uired s1nce 

the dates of said indentures and not heretofore specifically subjected 

to their lien. A copy of the proposed instrument is attached to the 

application as Exhibit C. It appears to be in satisfacto,:ry' ... form. 

o R 11 E R 

Sen Jose Water Works havine applied to the F~ilroad Commis­

sion for per~~ssion to execute a-third supplemental indenture and to 

issue anc sell $93,000. of bonds, ~d the Commission having considered 

the matter :l.."ld being of the op1nion tha.te. public hearing on this 

application is not necessary, that the application should be granted, 

as herein provided, that the money, 'property or labor to be procured 

or paid for through the issue of the bonde is ~easona~ly re~u1red 

for the pu:poscs specified h~re1n and that the expenditures tor such 

p-c:rposes arc not" in whole or in part, reasonably chargeable to 

operating expenses or to income, 

IT IS HEREBY ORDEBED that San Jose Water Works be, and it 

hereby is, authorized to execute a third supplemental indenture in or 

substantially in the same torm as '~that f11eo. in this proceeding 3S 

Exhibit C, provided that the authority heretn granted is !or the pur­

pos,~ of this proceeding only and is given only l.."'lsofar as this Com-
.. .. 

mission has jurisdiction under the terms of the Public Utilities Act 

and. is not intended as an approval of such third supplemental inden­

ture as to such other legal reqUirements to which it may be subject. 
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IT IS· HEREBY PORTliER ORDERED that San Jose Water Works be, 

and it hereby is" authorized to issue and sell, on or before Decem- ' 

"'oer 31, 1938, at not less than 103% ·of face value plus accrued interest, 

$93,000. or its first mortgage 3-314% bonds, Series A, due December 1, 

1961, ane. to use tile proceeds to pay in. part the loans obtainod from 

Bcr.ut of America, National Trust and Savings Association and to f1nance 

in part the cost of the additions and betterments to its pl~ts and 

properties referred to in Eyjlibits A and B filed in this proceeding, 

,rovid~d: 

1. That only such expendit~es as are reasonably chargeable 

to .fixed capital aCC01.m.ts .3.$ defined-in the '!.mi.ferm ::;ystem 

of accounts prescribed by the Railroad Commission may be 

financed with the proceeds from the sale of tho bonds her~in 

authorized,; and 

2. That applicant shall keep such record of the issue and sale 

of the oonds herein authorized and of the disposition of 

the proceeds as will enable it to file, on or before the 

25th day 'ot each month, a verified report as required by 

tho Railroad Commission's General Order No. 24-AI which 

order, insofar as applicable, is made a part of this order. 

IT IS REREBY FURTEER ORDERED that the a.uthority herein granted 

will oecome effective when app11c~t has paid the fee prescribed by 

Section 57 of the Public Uti11ties Act, wbich fee is Ninety-three 

($93.00) Dollars. 

DATED at San Francisco, :::/;( _fL __ day of August, 

1938. 

COM11ISSIONEP.s 


