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BEFORE TZZ PUBLIC UTILITIES COMMISSION OF THE S'.DME OF CALIFORNIA

e

/

In the Matter of the Application of

SAN JOSE WATER WORXKS,
a corporation, Application

No. 32427

-

for an order authorizing it to issue
an additional amount of bonds.

L L e ) L

- McCutchen, Thomas, Matthew, Griffiths & Greene,
by Robert M. Brown, for applicant.

C2ZIEION

San Jose Water Works, spplicant herc;in, i5 a California
corporation engaged in the business of supplying water to domestic;,
commercial and industrial consumers in and about San Jose, Los
Gatos and Saratoga. In this application it seeks authorization to
execute an indenture, supple:n&tal to Lts trust indenture of
Decenber 1, 1936, creating 2 new series of bonds to be }:nown"as
First Moi'tgage 329 Bonds, Series C, and to 1ssue and sell $900,000

principal amount of said bonds at not less than their face value,

plus aceruved interest, for the purpose of paying outstanding bank

loans.

Applicantts balance sheet of March 31, 1951, shows it:-;"
iﬁvestmen‘c in property, plont and equipment, less its reserve for
depreciation, at $12,983,133.36. Applicant reports that its un-
finenced expenditures, a5 of that date, aggregated $1,563,940.62 and
that this amount has been provided; temporarily, through the issue of
short-term notes to Crocker First Yationsl Bank of San Froneisco and

the use of earnings from operations. Its total loans from toe bank




amount to $900,000 at present. The growtk In applicant's operations
' and plants during the last three vears is indicated by the i‘ollowihg
data from its annual reports:

1943 1949 1950

Incerease in fixed capital and
construction work in '

PrOgress 81,235,546 $1,239,049 52,347,719
Operating revenues 81 485,244 BL,642,442. 31,823,776
Net income $ 387,679 & 438,631 73,677
Service conmections 39,248 42,535 45,891

The donds applicant now proposes to issuc o liquidaté itc
bank loans will be dated as of Mey 1, 1951, will bear interest at the
rate of 33% per amnum, will mobture May 1, 1976, and will be redeem-
able 2t the option of.f +he company at the principal amount plus a
premium equal to the following percentages of said prinéipal amount:

During Twelve During Twelve

Mcs. Beginning Mos. Beginning

May 1 \ May 1
1951 and 1952 - 3-1/2% 1965 and 1966 - 1-3/4%

1953 and 1954 - 3-1/4% 1967 ond 1968 - 1-1/27%
1955 and 1956 - 3 % 1969 and 1970 - 1-1/4%
1957 and 1958 - 2-3/4% 1971 @ 1972 -1 - %
1959 and 1960 2-1/2% 1973 ' 1/2%
1961 and 1962 - 2-1/4% 1974 1/45%
1963 and 1964 - 2 % ' 1975 - None
together with interest accrued thereon to the 'date- fixed for fe-

denption.

e record shows that applicant is meking arrengements to
sell the $900,000 of bonde at & private sale to a single investor for
investment purboses aé not for reszle. It proposes to pay 2 fee oz
commission not in excess of ome-quarter of one percont of the

principal amount of s2id bonds for services in negotiating the szle.

A review of applicantls ~nancizl) reports shows that in
financing permanently 1ts construction costs it has been its practice

to issue bonds, preferred and commen STOCK. Its capital structure,

as of March 31, 1951, and after giving effcet %o the proposed issue
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of bonds, is 2s follows:

Mar. 31,1951 Pro Forma
Bonds 45% 49%
Preferred stock 13 12 -
Equity capital A2 39

1002 100%

It clearly appecXrs that applicant will have need for funds

from oxternal sources to meet its outstanding shorit-term loans and
that the issue and sale of bonds, as proposed, is desirable.

Accordingly, an order will be entercd granting applicamt's request.

QRDZZ

A public hearing having voen held in this spplication, and
the Comnission having considered the matter and being of the opinion
that the application should be granted, as herein pi-ovided; that the
money, property or labor to be procured or pald for ‘_chrough the issue
and szale of the bonds herein authorized is reasonadly required by
applicent for the purpose specified nerein; snd that the expenditures
for such purpose, other than accrued interest, are not, in whole or
in part, reasonably chargeable to operating expenses or to income;

therefore,

IT7 IS EEREBY ORDERED as follows:

1. San Jose Water Works, after the effective date hereof

and on or before July 31, 1951, mey exccute a Supplemental Mortgage
of Chattols snd Trust Indenture, in, or substantially in, the some
form 25 that filed in this proceeding as Exkibit 2, ond may issuc
énd sell $900,000 in principal amount of its First Mortgage 3:’5%
Bonds; Series C, at not less than the principel cxmount and 2cerued

interest.
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2. Sazn Jose Water Works chall use the proceeds frox the
sale of said bonds, oxclusive of acerued Interest, to pay outstond-
ing bemk lozms. The a2ccrued interest mey be used for gemeral

ecorporate purposes.

3. San Jose Water Works shall file with the Commission,
within thirty (30) daf,rs after the issue of said bonds, . two (2)
copies of the supplemental indenture hercir/z authorized to be exe-
cuted and a statement showing to whom said bondes were sold, the
price at which sold and the purposes for which the proceeds were used.

4. The authority herein granted will hecome effective
when San Jose Weter Works has pald the fec prescribed by Section 57
of the Public Utilities Act, which fee is nine hundred ($900.00)

dollars.
<%/

Dated at San Francisco, Celifornia, this / ﬁ day of
June, 1951. |
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