
Decision No .. 3824'7' 

BEFORE THE RAILROAD COMMISSrml OF l'HE .s!ATE. OF CALIFORNIA 
. '" 'to ,I " •• 

In t'he :Matte'~ O:f the App11cation ,of .) 

''SAN JOSE WA·TER WORKS ... 
a corporat;1on',9 

, . .. 
.) 

.:) 
;f.o~ . an order :au,tnor1z)1ng ~1't ,to :: 
,issue bonds 'and :to ,mO'rtgag.e ~ts J 
propert1~'s . :: 
:... -.~ ~"-. -"~'';'' - -"-'-' - _.- '- -.-.- ,~ 

Appl;1cat1on 
No .. ,26944 

~ f ' I. 

"McCutchen, ',Thomas, : Matthew, G~i1;f:1:.'t;hs .,&' 9r~~n~ 7 

,by Henry: D~ ':Costigan, I 'Owen .J,a;rneson, ~d 
'Hazel' Flo?gler, ~!or' Applicant. 

, Keesling :;.nd"Keil,· by, Edward:D. Keil,: tor . 
'John:Bancock,Mutual,Life Insurance.Co~p~y. 

BY TEE COMMISSION: 

"In· this ,appllca:tion; the' :R&xlroad ,Com,;n1ssion i~, a:s.kf:d . 
" to make a.."l or&er"authOriz1ng 'San: Jose 'Water .. ,Wqrks, ::. corporation,. 

• t • .,' 'j. 

:, to"execute andd:eliV'er' a :Supplemental. Mor.tgage ,of, .Chattels ,and " .... 
: 'Trust Iridenture {SiXth, Supplemental,'Inden~ur.e)~ ;.1n. !iuQs.tantl~~lY 

:the s'ame form as "~ha.t' ,f.iled, in 'this :·proce.e.di,ng ',a~ .. ~h1bi~ :1; 
, I 

", to -1ss'ue "and . s'e11 $.3 ~'474:; 000 'in ~'pr1nc1pal' amoun~, of :~t~ ,~i,r,st 
, , . 

" Mortgage 3% ''Bonds~' Seri~s .B,. due ~lovember 1t 1975 .. _: a'l; p:o~ ~,e.ss 

, 'thaD. 104-.. 04% "of' the: pr.incipal . ~mollnt: thereo~ ,plus aCC;I'~ed 

: interest' for' ·the purpose- of ',financing the ,CQstcof. paying; a1~.,<>:r 

; :1ts presently' outstandin,g'$3~'474;OOO,of ·.3-~14%:bonds .an~ .. ,to 

ace'oUnt' for' past, and' future bond' :premiums" . disco~~ ,~9-'. ex:~~nses 

. a's nereinafter' set forth, in: :this', op1nion • 

. -1 

\ 



A0269A02 Mlfili .. . . ." 

As of .July. .31? 194;, San Jose Wa'ter Works repor,ts its 

assets and liab11i ties. as follow·s: 
. , ',.... I 

ASSETS 

PLAJ.'IJ:T, PROPERTY, RIGHTS" 
'FRANCHISES ETC.' , 

, I • '. . 
$7" :312 ,.852.4:l 

Less Reserve for 
, ,Oepreci:a t10n . 1.102 .499.90 $,6,,210,352.51 

SPECIAL DEPOSITS ". .. 
CORRENT ASSETS 

-, Cash and 'Working Funds 
a 0 S. Gov.ernment S'ecuri'ties. 
Accounts p.ece~:val?l,e ,~e's:s 

r.eserV0 
Materials anp. .Supplj,es. . ... . . . 

PREPA.ID ACCqDNTS 

• " I '" ~ '0 

5.9:5 ,,316.5.8 , 
9; , 000 .,00., ' 

14,0.,452 • ~ 
3:17', 277'y 20 

UNAMORTIZED BOND PREMIUMS, DISCOONT 
AN 0 EXPENSE' . 

MISCELLANEOOS DEF£BP~D·CHARGES 
'~ • ~. I , 

TOTAL 

LIABILITIES AND CAPIJ,'AI:. .... ". 

FaNDED DEBT ... 
First Mortga~e 3.-3/4% Bonds,_ ~.er:i-es 

Due Cec. I,' 1961 
~ . ". .. 

CORRENT LIABILITIES .. . " 

" J1.'" '. 

Accounts Payable. $ 51,806 •. 42 
Accru~d Int.eI;est, taxes,. 

dividends, etc. 289.402,.82 . \ . ~ 

CON SOMERS t, M?X;ER DE~OSlT.S 

'CO~SOM~~.t., m~$I.oN .oE~1,j61TS 

CONTRIBOTIONS FOR EXT·ENSIONS 
• I • I • I' 

CAPITAL STOCK . - , 

4--:3/4% Cumulative Pref.erred 
Stock,"':'30,,000' shCl,res, par . 
value $25 • .00 each . 750,000.00. 

5,867-0,14 

9.42, 089·. 71, 

11.,4,72.71. 

3~,;.549,.19 

2';447~61 

. $7',207,778.87 

$,3,,4,74.,000'0,00 

341,209,0,24. 

9 ~586.98· , . 

62,,99.9 .. 8l 

.61,299.46 

Cot;mon Stock-S.O ,.087 shar.e~,. 
pCLr val~c $2.5.00. e£l.ch, 2,002,175.00 27 752,.1.75.PO 

SORPLtlS 506.508, ,28. 

TOTAL $7; 207', 778~87 
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';1 , , 

Onder authority heretofore granted by tlle CommisSion, 
"t'. '.~ 'f ~~.- "f .. n' .~~ 

San J~se Water '~orks issu~d and sold $.3,,668,,000 or First Mortgage 
: •• • • • j 

.3-3/4% Bonds, Se~ies A. 
, '. . , 

, ',_' f • 

Subsequerl.t to, the issue 'thereof ~ it haS . . " ... .. 

redeemed or pux:chased and retired thr.ough its 'sinking fund, 
, - • • .' • + ". . ~... . 

$~?4"OOO of s.~.c~ boXf.~s I, ~e~~ing. $.3.,".47.4.",0,0,0, out,standing, as shown 
• t,' .. " 

in the pre-cediJ?,g. balanc,e sheet. ~he~e bonds ar.e d:a·t,ed as' of 
: \ •• " 'f • • '. • 

De,cember 1, ~93.6, b~ar interest at the Nate of: 3-31'4%· p'er' annum:,' 
.,' ;, I" ,. I. t, • t \ " , • • 

and mature December. 1, 1961.. Th~y 'ar.e· l'edeemabl,e at this' t'1.me-". 
• ~; ',... ~ .... • .. I • 'fl' ....,,, I ... '.. • , 

at the option, ot. the compQ.I\Y, upon giy,.1ng 'to,he,. required not'1ee, at~ 
I ... .'.'''' • • _. - ,\ 

, .' I' . 

the prinCip,al,. m;noup.t .. t,here.of" top,e. ace,rued, interest, to .t:he " date· of' 
• ~ • .' .. • ' - , I .. 

redemption and. a premium ot,,3% of- the,ir, face, value .• 
, - .. . ~ '.. * ." .' ' , . ., .• 

Tb,~ eomp~!.. ,l?-ow pro;poses t9, c:o-11. its ou.tstanding. bonds 

for p~ym.~n~,. o~,' Dece~~r 1, 1~45 ... To, p~~vide' tbe,"necessary" funds" , 

it proposes" and .asks percission,,, to issue.·$3,,474;000 of. a ,new', :.. .' .,:' .; .. , . 

ser:i.e~ o~ b9nds .t~. be .d~signated :as,F1rst -;?4or.tgage )%' Bonds" 
.' ... 

Series B, ·to be dated,November1, 1945,. and·to matl1r.e NoV!€:mber'l, 
: ' . .'j " ..:" _,' I I , 

1975. ··It has made ar,rangements to. sell ;1ts neVi bonds" for,irivest~ 
. ~ • . .... ',' . c, . ' . 

men t., t~J olm. , Ha~c()ck, Mutual ,L.ite Ins ur.ance Company;, Ban.k. of : 
',\ ..' '. . 

America Na,t1onal Trust ,& Savings .Associa t.lon and 'Occ1den cal· .L1.f'e ' 
~ .' ,'" • I' ,I • 'I.. • • .'" . . . 

Insurance Company of California. at, ,l04.A>4% ot· ~fa~e value" plus " 
, .' •• • • • ".,. • .' • ~ II f .. \.' . . 

inte:rest. ,tl.ccrl.l:ed .from, Noyemoer ,1, 194.~,,· ,a . pr.1>ee· yielding it· ..... \ . . " . . . 

S3"6l.4,,349,.6q,, les.s e~p:c~~7s, ,of', J.s~u~. ,and. s~le:, ~d cxclus1vf.l' of ' 
• 'I, ." ." . 

the. accrued interest • At the, selling. pr·1ce, indicated .th:e:' eff'.ec- . 
'.' " .... ',' ",""""" • \ ". 'III .' 

tiye 1nte~est ;ra:te: 1S\ 2. 80%~ . ~f. he~,d: .to, .matur1·;ty~, ,On this: 'po1nt.j r 
. I, 'I... .... • ~ . 

applicant's pre,sident. testified .that af;ter ~onsultat1on with' :. 
• . '. • I, t", ,; '.. '.. • I . 

investment banking firms. it" appeared to him that, the ,price' 'of 
, 'I.;. . ,'. ~ . .: -. '.. I '.' '". • 

104.04% was the most advantageous to, ,the ,company... \ Onder, the .pro~, 
., ~.' • . t.. ~.. '. • . '. •. • - ~ . 

posed bond purchas~ ,agreements" the. ,company is ,not' ~equ1red. to", . ' .' .. .' ..... '. . . . .. . 
deliver the, l:Ionds I.ll'lt1l sixty, day.s aft.er I the: execution or s'uch '. 

" \.' I. '. ' •• ,' - ... ", • . 
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shortly before t~e du~c o~ r~dem9t10n of t~C, p~es~nt~~ o~tstund~ 

ing bonds and S[;lves i~ the expense of. p,aying do~~~e i~te~est i?r 

tlus sixty'-day period~ In addi~~on, ~he s~lc.to pr~Va~C 
. . 

companies, as propos~d:, sav~s appl~.cal'lt the cos~ o~ fi~i~g a 

:r;'egistr~ti0D: st~teI:lent w~tb. the Securities and: ~c~6e ~o~s­

sion. 

The comp.any will deposit the net proceeds, estim&ted at 
.' . . . .. .... . ~ , 

$3,580,749, which it will receive from the s(J.le of its .3% bonds 
. ' ,I' •..•. ,." ... ... ' 

w~th the tru~tee ll."lder 1ts -;rus~ indenture of pecemb,e~ ,l~ 19.36, 

for the rcde:npt1o:'l of ~ ts 3-3/4% bonds. The redemption of such 
~ ..... . ' . . -,' ~ . ' . 

bo~qs ca~~s for. un e~l?enciiture o:~. $?~~18,220~ 

~o secur~ the pa~ent of the ne~ Series B ~~d~ the 

company p~qposes to execute a."l i:nd~nture supp,le.tlental to its 

present 1ndcntu~e o~ D.eceober 1, 19~6. The new ~~t;-~ent, 

which is filed as Exhib~ t 1, ~qng other, thl:-ngs, prov~~es that 

the principal amount of. additional bonds w~ch may be authen~1cated 

by the Trustee in respect to property constructed o~ acquir.ed by' 

the company prior to Octob.er .31, ~945, s~ll ~ot exce'ec. ~400, 000 

and that as to prope;-ty acquired 0;' con:st:;-i?-~ted ~f~er o.ctober 31, 

1945, additio,nal bonds may b~ authenticated in an amount based ~n 
... ' . ." . 

67% o~ the cost or~air value, whichever is ~e~~, of such prop'erty~ 

W~le th.e order ~erein ~ll authorize the execut~on o~ t~esupple­

menta~ ~denture, ;t sh~~le be understood t~t saiq orde: does 

not authorize applicant to issue bonds in addition to the . . . .. ..' ..... ., 

$3,474, 000 ~f Series B b,ones or co,IIllt1 t the Commission in the 
., • - '. I ..... 

1'~turc to author~ze the ;ssue of ·~40o.~009 o~ additional bo~ds 

against the properties acqu1~ed or cons~r'lcted prio;, to Oc~ober 

31~ 1945~ or the issu€ of bO,nds bas,ed on 67% of the cost or value 

of proper.ties acquired or c~n~tructed after thAt date. 
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'. ! I. ., ' .' 

f\p~~ic~t~ ?-s :o-! ,Ju~y .31" ).945., 'held 'record~d on :Lts 
b,oo~s una~~rF1z,e.d bon~ .p~e.mi.Ul:l, .di-secunt and .ex'Pen'Se of 

$35,'49.l.~ said ~~ :r:e!.,e~ to t:he Series A, 3~3/4% bonds now o'ut.:.. . ~ . ' . 

standing, which amount is in process of amortization over the 
.. \ .' .. ~ .', ........... "'..' . 

or1ginal i1!e of such bo~ds, that is, the period ending December 
," II j 6 ," •• • 

1, ~9~1 ~ ~p-p~1can~ nov,.: p~o~ose,s to c:harge to the same' account 

the premiums of $104,220· it must pay.' to' red~em its present 
010-:', ; •. ; .~ ~; ~ • . ' • 

'3.-'3/ 4~ bonds a.."ld, to c17ed:t.t t,.o" t,h~, accoun't the' amount. or" a'11 '. ~ ,\,' :." ~I.: 't..... '. '. If-· • 

reductions of. !.edel:al i-ncome ar4' eXC€sS' prot'i.t's· taxes which iniy 
:, ~ .... ' .: ~... \, II' ,", • '. ~ • ' .. ~ • ~ 

be· d1re.~t.~y .. at~t;'ib.u,~b.l,e,. ~~ t:b.e': ~dempt'1or:. or: Stl.:1:d· bonds." which.' 
,j .. I ••• II 

reduct,ions, a,re est1m.:a.t.ef- by: app11~a!'l.t·. a~': approximately. $'i2,~OOO~ , 
" • ~~''''. • I .... , • • • '" 

T~e balance of the. account. the coopany plans to· 'amortize ; or' 
',. 4 : ... :, ~... .",. • .. • ' • 

charge off,. on or b.e.i'~re December l~ 1961.. The pr emi Om , whi:ch' the 
., '. ~". .'. - t .. .. 

cocpany will recei~e upon, the :ts,sue',and ... sale',of 'its:ne\v :3%~'bonds~' 
.~ ,'.. -:' • 4~ .. • ~ • 

less the expenses ,incident .to tOe.:, issl.leand· sale; viii,l'be" cred-
o _I, '0 ......... . 4.\' , ~ 

i ted. to Accou."lt .,.31----0na.r.ort:Lzed PremiUm on . Debt';-and, amort'±zed 
• I .,.:, • ~ .. \ .. : .' • ' 

over the period eneing. Nov.ember 1,1975-;··.the \da:te' of ·tnatur'tty of' 
I • • .~- , J ' • ". ; ~ #" •• 

such new bonds. 
". 'I" .' \ • 

FOA ac.co.ur~tin-g purt'0,s~s,' Yle.·h&.ve no obj'ect:ton '.to the 

company's propo.sal .. .. " . . : " 
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San Jose Water Works,. having ,applied to the Railroad 

Commission for authority to -execute a Supplemental Mortgage or 

Chattels and Trust Indenture and to issue and sell $'3,,474,,000 of 

bonds; a public hearing having been held before Examiner Fankhaurer 

and the Commission b€ing of the opinion that the application 

s~1ould be granted,. as herein provided; that the coney" property 

or labor to be procured or paid for is reasonably required by 

applicant for the purposes specified herein, and that the ex­

penditures to pay the principal of the outstanding bonds are not, 

in whole or in part,. reasonably chargeable to operating expenses 

or to income, 

IT IS HEREBY ORDERED as follows: 

1. San JoS€ Water Works c.ay,. after the effective date 

hereof and on or before January 2, 1946,. execute and deliver a 

Supplemental Mortgage of Chattels and Trust Indenture (Sixth 

Supplemental Indenture) in" or substantially in" the same form 

as that filed in this application as Exhibit 1. 

2. San Jose Water Works may, after the effective date 

hereof and on or before January 2,. 1946, 'issue and sell $3,.474,000 

of its First Mortgage 3% Bonds, Series B, due l~ovember 1, 1975, 

at not less than 104.04% of face value plus accrued interest and 

use the proceeds :to pay and redeem its pres-ently outstanding 

$3~4741000 of Ser1es A bonds and for the reimbursement of its 

treasury. 

3. San Jose Water Works may acco\mt .:t<>r the bond 

premiums, discounts and expenses in the manner set forth :Ul' the 

foregoing opinion. 

-6 
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4. San Jose Water Works shall file wit~ the Co~s~io~ 

a report, or reports, as required by the Commission's General 

Order No. 24-A, which order, in so far as applicable, is made a· 

.p·art of this order_ 

S. San Jose Water Works shall file With the Comm1ss+.op'-, 

on or before February 28,. 1946~ two ,certified copies of sa~d 

,'Sixth Supplement-al Indenture a'$ executed and a :statement showing 

in detai!l the expenses incurred in connection wi,th :the is.sue and 

'sale of 'the bonds herein .;:.uthor:Lzedto be issued... 

6,. The <luthori·tyherein granted ·will·become ,~;:t;re,c:t1ye 

when San Jose Welter 'Works has paid 'the .fee .presc~1bed ,by .Sect,1A~ 

~57 of 'the Public Utilftics Act. -• ..., 1"'Zo<.. 
Dated at ,San ,FranCiSCO, Ca11forn1a,'thi:s,. ~ ..... ,day 

of September, 1945. 


