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Dec1sion No. ___ 6_2 __ 64_6 __ 

FF..B'O!1E THE P'CT.BLIC UT!LIT!ES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of 

SAN JOSE WATER WORKS, a corporation, 

for an order authorizing lt to 1ssue 
an additional amount of its bonds 

o PIN ION ----.---

Application No. 43757 
Flled September 14, 1961 

In thls appllcatlon the Commiss1on 1s asked to enter 

an order authorizing San Jose Water Works , a corporation, 

(1) to execute and deliver a supplemental mortgage of chattels 

and trust indenture creating and defining the terms of a new 

serles of bonds to be known as San Jose Water Works First 

Mortgage 5% Bonds , Ser1es J, and (2) to lssue and sell 

$1,500 , 000 of said bonds by negotiated arrangements at not 

less than the pr1ncipal amount, plus accrued interest. 

The new bonds Will bear 1nterest at the rate of 5% 
per annum, will mature May 1, 1991, and will be subject to 

redemption at the option of the company at a premium of 5% 
durlng the twelve months end1ng May 1, 1962, and thereafter 

at annually redUCing prem1~, provided that dur1ng the f1ve­

year perlod ending May 1, 1966, sald bonds shall not be subject 

t,o redemption as part of any refunding from the proceeds of the 

issuance of any bonds, notes or other eV1dences of indebtedness 

having an effectlve net 1nterest cost of less than 5%. 
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Applicant reports it has made tentative arrangements 

to sell the $1 1 500 1 000 of the Series J bonds to American United 

Life Insurance Company 1 Aid Association tor Lutherans and 

Franklin Life Insurance Company at their face value~ plus 

accrued interest. It proposes to use the proceeds, exclusive 

of accrued interest, to defray expenses incident to the issue 

and sale or the bonds and to liquidate outstanding bank loans 

which it had incurred for construction purposes. 

A review of the financial statement filed in this 

proceeding as Exhibit C shows that applicant has financed 

itself With bonds~ notes, preferred stock and common stock 

and retained earnings. Its capital ratios as of June 30, 

19611 and as adjusted to give effect to the proposed financing I 

are as follows: 

Bonds 
Notes 
Preferred stock 
Common stock equity 

Total 

JUne 30 1 

i961 

52% 
7 

3g 
100% 

Pro 
Forma 

57% 
2 
5 
~ 

~ 

Following the proposed bond issue l the company 

reports 1t w1ll undertake to sell additional preferred stock 

wh1Ch l of course~ will improve its capital ratios. 

We have considered thiS application and based upon 

the information before us, we find and conclude (1) that appli­

cant w1l1 have need for externally generated funds to meet its 

current obligations; (2) that the proposed issue of bonds is 
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for proper purposes; (3) that applicant will be required to 

pay a lower interest rate on the bonds it now proposes to issue 

than it 't'1ould if the five-year redemption rea ture were to be 

deleted and that the ensUing lower financial requirements should 

inure to the benefit of the consumers; and (4) that the money~ 

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

the bonds herein authorized is reasonably required by appli­

cant for the purposes specified herein; and that such purposes, 

except as otherwise authorized, are not, in whole or in part, 

reasonably chargeable to operating expenses or to income. On 

the basis of these findings, we will enter our order grantir.~ 

the application. 

The authorization herein given is for the sale of 

bonds only and is not to be construed as indicative of amounts 

to be included in a future rate base tor the purpose of deter­

min1ng just and reasonable rates. 

o R D E R ---- -

The Comm1ssion having conSidered the above-entitled 

matter and being of the opin1on that a public hearing is not 

necessary, therefore, 

IT IS ORDERED as follows: 
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1. San Jose Water Works, a corporation, on or after 

the effective date hereof and on or before December 31, 1961, 

may execute and deliver a supplemental mortgage of chattels 

and trust indenture in, or substantially in, the sa~re form 

as those filed as ~~ib1t D in this proceeding, and may issue 

and sell not to exceed $1,500,000 in principai amount of its 

First Mortgage 5% Bonos, Series J, at not less than the 

principal amount thereof, plus accrued interest. 

2. San Jose Water Works, a corporation, shall use 

the proceeds to be received from the issue and sale of said 

Series J bonds for the purposes set forth in this application. 

The accrued interest to be received may be used for said pur­

poses or for general corporate purposes. 

3. San Jose Water Works, a corporation, shall file 

With the COmmission a report, or reports, as required by 

General Order No. 24-A, which order, insofar as applicable, 

is made a part of this order. 
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4. This order shall become effective when San Jose 

Water Works l a corporation~ has paid the fee prescribed b~ 

Section 1904(b) of the Pub11c Utilities Code l whiCh fee is 

$lI250. 

Dated at san Francisco 1 Csliforn18 1 

day of __ ' _'_C_TO_B_E_R __ _ 

C"Ommlsaloners 

poter :E. K1 tobell 
CQCUD.1Z::1onor • be1ng 
Decoss~rily ~bsont. did not psrt1C1pate 
1n tho disposition or this proceeding. 
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